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Ro: In re: Applicot jon of NEXT:.INK Florjdo. Inc. r.o Proyjde AlWrnntjye 

Local Excbnngo Servjce, DockoL No. 111 ~·Jt' 7)( 

Dcnr Ms. Dnyo: 

On behalf of our eliont, NEXTLINK Floridu, Inc. ("NEXTLINK"), onclosod for 

nling are Lhe originnl and six (6) copioa of NEXTLINK's ApplicaUon l.o Provide 

Alternntive Local Exchange Servlc:a Within the State ot Floridn. Appended l.o the 

original Application are NEXTLINK Communication, Inc.'s most recont 10K filed with 

the Securities and Exchange Commission, and a chock in tho amount of $2UO.OO t.o 

cover tho filing foe. 

For our records, please acknowledge your receipt of thU. fi ling on tho enc!oll()d 

copy of this letter. Thank you for your considorotion In this mott.or. Should you hnvo 

qu~:&lions or nood additionnl information please do not hesitat.o t.o contnct us. 

DBM/cok 
cc: Mr. Tom Willloms 

Mr. J ason Williams 

TAL-128323 
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FLORIDA PUBLIC SERVICE COMMISSION 
CAPITAL CIRCLE OFFICE CENTER - 2540 SHUMARD OAK BOULEVARD 

TALLAHASSEE. FLORIDA 32399-0650 

APPLICATION FORM 

for 

AUTHORITY TO PROVIDE (ALEC) 
ALTERNATIVE LOCAL EXCHANGE SERVICE 

WITHIN THE STATE OF FLORIDA 

INSTRUCTIONS 

+ This form is used for an original applicalion for a certificate and for 
approval of sale. assignment or transfer of an existing alternalive local 
exchange certificate. In case of a sale, assignment or transfer, the 
information provided shall be for the purchaser, assignee or transferee. 

+ Respond 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 lit the allotted space. 

+ If you have questions about completing the form, contact: 

Florida Public Sorvlco Commission 
Division of Communications 

Certification & Compliance Section 
2540 Shumard Oak Boulevard 

Tallahassee, Florida 32399-0866 
(850) 413-6600 

• Onoe completed, submit the original and sjx C6l coo•es of this form along 
wjth a non-refvndab!e application fee of $250 made payable to the Flonda 
Public Service Commission at the above address 

FORM PSCICMU I (1 11t5) 
ReQuired by Cl\opl., Jl4.ll7 ,.S. 
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APPLICATION FORM 

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

( x ) Original authority (new company) 

( ) Approval of transfer (to another certificated company) 
Example. a certificated company purchases an existing 

company and desires to retain the original certificate 

authority. 

( ) Approval of assignment of existing certificate 
(to a noncertificated company) 

Example, a non-certificated company purchases an existing 

company and desires to retain the certificate of authority 

rather than apply for a new certificate. 

( ) Approval for transfer of control (to another certificated company) 

Examole. a company purchases 51 % of a certificated 

company. The Commission must approve the new controlling 

entity. 

2. Name of applicant: 

NF.XTLrNK florida. rnc. 

3. Name under which the applicant will do business (dlb/a): 

~EXTLTNB or N£XTLTNK florl~a 

4. If applicable, please provide proof of fictitious name (d/b/a) registration. 

Fictitious name registration number: -----

NE~rLTNK florida, Inc. Is currently applying ror Its ricti~I~Js 

name registration with the florida Secretory o f St~ tc • s orrl cc . 

FO RM PSCJCMU I (1119&1 
Roquor.d by Clupur )4-C.llT F.S. 2 



5. 

• • 
APPLICATION FORM 

A. National mailing! address Including street name, nuniber, post office box, 
city, state, zip code, and phone number. 

NEXTLINK Florida Inc. 

155 IOBth Avenue NE 

Suite 010 

Bellevue , W;t, 98004 

0 

B. Florida mailing address including street name, number, post office 
box, city, state, zip code, and phone number. 

1\ppllcant has no Fl o rida ma iling artdross at t.hlu t lroo. AU corrsmoonc!cncc 

s~u ld be directed to NEXTLINK Communications , Inc. 155 IOBth 1\vonu£ 

NE Suite 810 llcllevue, W,t, '180011 . 

6. Structure of organization: " Check appropriate box(s) 

( ) Individual 
(x ) Foreign Corporation 
( ) General Partnership 
( ) Joint Venture 

) Corporation 
) Foreign Partnership 
) Limited Partnership 
) Other, Please explain ______ _ 

7. If applicant Is an individual, partnership, or joint venture, please give name. 
title and address of each legal entity. 

Not applicable 

FORM PSCICMU I (111951 
Required by Cha~r l._..ll7 F.S. 3 
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APPLICATION FORM 

12. Has the applicant been denied certification In any other state? If so, please list 

the state and reason for denial. 

No 

13. Have penaltles been Imposed against the applicant In any other state? tf so. 

please list the state and reason for penalty. 

No 

14. Please indicate how a customer can file a service complaint with your company. 

" customor may f ile 11 complaint t,y wrltiD? to N£)(T!.!::.JK E!gr!do. rae 

ISS 108th o\venuo NE, Suite 010, llollovuo , WI\ 9A004. Once NF.XTt. lNK 

florida bccancs opcrat l ontll, cu!l t~Jr~C ra will bo .oblo to fill' ,, S9Ca>la jnt 

by ca ll ing a customer cc< vlcc numlJor .74 houru ,, d.w . :wwo daya a ycs::l< . 

15. Please complete and file a price list In accordance w1th Comm1ss1on Rule 25-

24.825.(Rule attached) 

16. Please provide all available documentation demonstrating that the applicant has 

the following capabilities to provide alternative local exchange service In Florida 

A. Financial capability. 

Regarding the showing of financtal capability, the followmg applies 

The application should contain the applicant's financial statements 

for the most recent 3 years, Including. 

FORM PSCICMU I l111t5] 

Roqul"'d by Cha pctr l•4.)l7 l'.a. 5 
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Maaaa~rial Capablllly. 

NEXTIJNK Communications. Inc.'s senior ITWIIlgc:mentas Wlt4ucly 
qualified to de\ clop Wld opcrutc o compctitivc foe<~ I cxchnnge 
tclecommunicotions c~mp311y in florida. Cruig Mc<:uw, NEX I LINK 
Communications, Inc.'s founder. was previously the founder and chief 
executive officer of McCaw Cellular Communicotions. Inc.. .. the nation· s 
largest provider of wireless c~mmunications services, until the company 
was sold to AT&T in 1994. Jim Voelker. NEXTI.INK Communications. 
Inc.'s l' rcsidcnt, j, rccogni1cd llS une of the early ent repreneur~ an the 
business of building and delivering competitive IOC<JI exchanl!c ~rv"c. 

During his 20+ years in the telecommunications industry. Mr. Voelker has 
held a wide runge of executive positions among various provadcrs. Mr. 
Voelker was vice chainnan of U.S. Signal. Inc .. one of the nation·~ rirs1 
fully cenified competitive local exchange carriers. The other scm or 
members of NEXTI.INK Florida. Inc.'s ITWIIlgementteam hll\'c 
considerable experience in the telecommuniC4tions industry Pie~ sec 
Attachment B for biographies ofN EXLINK Florida. Int.') officers and 
directors. 

C. Tccbalall Capability. 

(It you will bt provklln& kK'allot ra~•rbaoar JWIItbtd trltcommunla llon• r.t nl~r. 

lhtD Jlalt bow you will p rovldt U t tn IO 9 tl t mrr&tDt)' r.trvkt . II lbt nalurt o f lhf 
tmtrceocy 91 t atnrke acceu end rundlna mccbaab m b not tqul .. knl to I hal rrovldtd b) 
tilt local tUUAit ~om pules lo lht I rut to bt wnrtd. dacrlbt In d•tall lb• dlffrr•nrt .) 

NEXTLINK Florida. Inc. has the technical qWIIifications nee~ to 
operate us an Ahemotive Local Exchange Carrier (AI.I:C) in Hamdn 
NEXTLINK Communications. Inc.'s subsidiaries hove: already deployed 
CIIISS 415 switching systems in Harrisburg and Philadelphia. I' A. Spoi..Mc. 
WA. Santa Ana, CA. I.M Vcgns. NV, Nashvi lle ond Memphis. TN. 
Cleveland and Columbus. 0 11. Salt J.ukc City. lJT. onJ Chico~··· II.. uml i~ 
in the process of deploying o similar Class 4/5 switchin11 system in other 
cititcs. The: Company employs n unifonn switching technology platfom1 
based on Noncl OMS 500 switches which enables NEXTI.INK to provide 
statc:-<Jf-thc:-an services and enhanced calling features. NEX'II.INK 
Communications, Inc. also constructs high e4p3city network.\ that utilta: 
large fiber bWldles capable: of carrying high volumes of \'Oicc. dalll. \'ideo 
and Internet traffic as "'ell as other high bandwidth services. NEXTI.INK 
has the tcchnicol c:xpenisc required to deploy anJ mointrtin 11 loc11l 
exchange network. 
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APPLICATION FORM 

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 service In the Stat.e 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 I have the authority to sign on behalf of my C()mpany and agree to comply. 
now and in the Mure, 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 wrltlng with the Intent to 
mislead a public servant In the performance of his official duty ahall be 
guilty of a misdemeanor of the eocond degree, punishable as provided In • · 
775.082 and a. 775.0.83". 

Official: U.~ .,.e ~ 3 · ~0 · ~R' 
~ Signature Date 

Title: Vice Prcs!clcnt 

NEXTLINK Florida , Inc . 

Address: 1730 ~hodc Tsl and ~venue 

Suite 1000 

washington, o.c. 20036 

,f ORM P5CJC MU I (1 1/85) 
Roqulrwd by Chapter l&4.ll7 F.$. 

Telephone Number 

7 
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Attachment A 
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N~:XTl JNK Communlco rlono. Inc. 

N~:XTIJNK Capllal. Inc. 

I'AR"I I 

llrno 1. f)r.uiplion of 8 11Jifttll 

Capllall:rtllrrnH U\t'J ltttt'lfl "'hl,h Off' not oth,.,..,.,,,. JrjmrJ ha't' th,. tt'lptatut' nt~umn)tt '''·"~"to 

tho•m "' tho• 0/m<url. ht'XIIIn/llir "" fklflr I !I 

O•tni"' 

' LXl LINt.. ( ummunic~llon•. In• (""NEXl LINK"" 01 lhe ""Comll.l") 1 "·" fuundc.J on I'I'J~ In 

(r.ug 0 1\k( ""·"' l.uge>l Jnd conunlhn~t •h•rcholdcr.lll rtu•ode luc~l f•cohlle•·hJ\Cd odc"u:unun•••llun• 

~noccs 10 II> IUI~Cicd cus1ome1 h.ue ,,r •mall and oncdourn·•llcd hu>Onc'"'' In Juh l'l'l<o. "I:\ Ill"" 

bcc.ome one uf lhe fool cc>mpclllove lo.:nl cx~·h;onjle curner> ('"<" Ll:.C)") on lhc llnotrtl S1.o1c• "' 1"''"'1< 

fncllolics·ba><d "'hehed loc31Joen iccl under lhc lclcw ooorllun•cnuon• A.r of IV% llhc "" fclc.uon \ •1 "" ) . 

"hoch opened I he en lire local e• ch•ngc m•rlcl 10 compel noon In euch of I he m•rl cl• ol \(nc•. r- I li II I I( 

...,cJ., lo hccnonc .. Jlnncop.ol ccompclllur Ill lhc oncumhcnl loi\JI C\ Ch.tnge \JIIICI ( "" Ill ( . I r ... "' IJrjlelcd 

CU.lt001Cr') h~ rh)\ldlnJ.In tntcgtottcd fl•H.:L.Jrr ,, h18h ~u.thl\ h~o1l fun, dl\tolrh.C' .uu.J cnh.1n cd tdc,,tnuuunl 

cauons ocnoo;c• •• cumpcllll\e rnce• In Oclohcr 19'17, 1hc ( umran} c.>mrl<led "'" onoooJI ruhh, o~llcron~ .. r 

•h:ore> of ots ct ... , 1\ Common !'>u.ocl 

I hr nuu~cl Jk'lcntinl fur C•Jntp<ltti\C tclccl)mmunu:.all•ln' \Cr'\'H.C) '' lnr((C ,HH.I )HH~IO)t l mlu'l') "'Uh. C' 

C\IUIIJtc 1h:t1 1n 19'16 thr tol,tl rc\cnuc' frorn l~;c.1l end luntt -.lht~ncc lciC4.-t•nuuunu •. llh_.n-. \Cf\h.C' ~ere 

.opproum:.lcl) S I ~J bollion. of "hoch •rrro\ oonolcl) S 101 hollonn ,.,,, drro•cd fro~ on '' "'"'' c-.h.on~< ...,,, '' ' ' 

.ond appro\imJicl) S82 billion from lonp dO>lJncc ;.c""""' lla,.,d uron I (( onlotiiiJIIun, ·~r<fJie re•enuc• 

for local and lnnM dos12nc~ .w:noce' it«" ~~ • compounded unnu .ol rJI< of •ppro\onldl<l~ ' <'l 1-cl .. ecn 1'1'11 

•nil 19'16 The Telecom '' ''· I he I ( ( " < "'u•nce of rule• hor compclllh>n ,ond I''"""'"'J'CIIII\t l"'h"r' 

\Jc\C~Iupc:tJ h} ,I,HC: IC{tUI,llttl'\ \.UrtU111\"U0\. ha\ UC.t1Cd urp:H1Unlt1C; fnr OC\\ cn1r.tnh, •nd utiiOI! the 

Company. 10 CJJ'IU rt u J>ortion .,{I he I L1 ( ·, tlumon.onl , .ontl hhloJm"'oll) """"'1'"1) """""lltol. "'·"~(I '"·"' "' 

locJI ;.cnicc•. The dc•'Ciopmcnl of ,,.;,,·hcll luc.ol •<nice• \llnlJ'CIIIIon. hu"e•co . " on oh c.ul) •l ·•~c· .ond lht 

Cnmpln} hc:loe•c< I hal CLE<"> \UOcnll) ;.cnc rc .. er lhan VI ,, ohc 101•1 hu\lne" hnc• on lhe l ' riiiCd .. ldiC\ 

The Comr.tn) ·, tJrgcted f.:U,tumcr h.A\C "llhtn I he n .. tmn.d lclct:t•mmuntl:.lllttn' m.ulct h ' "'·'It tu 

rncdiUm·.)llcd hu,•nc~c~. gcncr;,•ll> tho-< hu,•nc~\C'\ "nh fc"cr th . ..n ~ .u.:-.:c'' hnc' B.hctl un """"'uho~nh · 

reports. lhe ComJ'dO) C>llmalt• lh.ol ·"or }e.or end 1'191>. I here "Crt •rrni\IIIIJI(h 170 onolloun ·'"'" lone• 

nuloon" ide, including uprro•irn•ltl} ~5 omlhon hu>~nc" lone• 

The Cumr.on\ dc•clnr• .lftd opct,olc• high ••f'Jdl\, lll>cr "I''" ncl.,.orl • """ hru.otl m.orl<l " ""•fe on • 

growi~g number or IIIJILel' ·'''"" lhc l ' noted SUI<~ In lh '"llchcd lo ... ol ,.,,,, .. m.orLel\, oloe ( ""'J'·n~ 

otfcn ils cunomcn ~ bundled pacl .tgc of loc:ol •nd k>. ~ dO\ lAnce "'" "e' •nd •l•u ulleh dcdi\Jicd 

lrJnsmission and compculive accus "'"''<> 10 long do<nn•e •• ornrn ~nd end u"''' In Jddollon, 1'1.:\ II I"' lo. 

ofTcr.l ~'crul nun·nct~Aork·b.u.cd cnh.am.cd .:ummun1C.111un' 'er,JCe' 10 "'u,lmneh nJhun"u.Je. lndut.hn)! ·• 

\'UfiCl) u( lrtlCf il\' ll\(' \Oh.~ ~'fktn\(' ('' f \'H '' ) J1fUtJu~,;l'1. 

The COtnJ'"n)' currcnll} upcrale> Ill ru .. lotiC>·bJ..,d ncl .. t>rl \ pru~o<llnj! '"lldotd ""·'' .onol loon~ '"''""'c 

"'" ;...,, in 21o murkcl• in cigh1 SIPICS The ComrJn) JniOCOJUI<• lk•'Cioponj( uddotoun•l "''" m.orLeo, tluoon~ 

1'1'111 "hi( h. llljiCihcr "ilh lls e\J<Iinjl tn.II~Ch. J..: e\JlCCICd IU ha•c .1 h•IJ) HI Jf'I'III\IIIIJI<h I' oooollo••n 

.H.IdrCs..\.thlc hu,mcu hnc' h) the end uf PNJ\ I he ( Hlll(l.ln\ 'p:u~l" tu .u.lt.l ur C\l'o'nt.l muLch lu lnt.rc.a'C' lh 

addrt)i3blc hU\IOC'\} ltnc:~ (or mnrLch 1n \Cf\ lt.C m under ,,c,cluJ1mcnt l o ·'PfHd\lm.alch ~ I 1111ll ~ttn ''' 1hc crhl 

ortm. 
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The Compan) bche-e> that d >lmtlarly crt Ileal c•ent oc~ur~cl in I'm ,.jth the t• m.ort .. r al.- I""'"" 

1\ t:t In mo't locauuns throuJhout the United State,. the 111 ( IM' .. P<''•'',.'' ~ •th • ...... ,,, '""' .. ,t .. •h .. '""'the 

prO\I,ton uf ntU\1 loc:.tl c'chun~c ,cr\1\.C\ lltm rH r , .. , t "' ''''"l..,'"""u "'··~h Ctll\"l}!hllll ahc lon~ dhtanlc 

lliProlllll''' fUll•r '" th<' "11 I "''IIJ"'~IIIh\~ "l'l"'llutullc' ul"' ho~H~ ''""'> cmcrttc:d 0\C:l lhc I,,,, 10 ~c.u~ ,_at 1hc 

, ... tl "\d 

lndu•tl} wun:c' ollnutc thnt an 1996 the tot.tl ~·enuc• from lu.:ol .and long dl\t•ncc tclcwmmunt d· 

tlon' •cr•·acc. "trc .oppro>~mutely Sl83 billion, of v.hach upphl\tn!Otcl) SlOt hillion v. erc dcri•cd fr .. nt ).,.,,,, 

cAch.angc ..Cf\'tccs and appro, imatcly $82 billion from intcrl ATA lnn11 dt•t.oncc •<r\lcc• lla-.cd "I""' I ( '( 

mfornlJtklft, dU~Jlale ~•enues for locdl and lonJ! dt>tancc .CI\ICC\ 11'<" •• .o '""''J'"undcoJ dnnu•l r•tc ul 

"I'P""'"'"tcl} ~. ~~ hct"ccn 1991 and 1996. Although the ~II J rclJton~ tu the breaLup of AT&. 1 c•t•hh,~cd 

the rrc~mu.lnutn• for .:<Hnf'Ciition in the market fnr long dt•tnncc ~cr• tlc• tn I •M4. lhr nw~cl lnr ltocdl 

cwh.on~c ><I' tee' Ita' l>ecn. untll ~ccn1ly, •·irtuully cln«ll hl competition .md IHI\ laf)lcl) l>een ,t,•nun.tted h) 

re~ul.ttcd monopohc! l:lforl> to oren the local C\ChJnjle mM~ct bcj:~n tn the btc 1%0• un • •t.ote·h• ·•l•te 

h .. ,,, v.hcn c'OIIlf'CIIII•< Jcccu pro\ldef\ ("CAl')') began ulrcnntt dcdac•tcd prh•tc hne tt""''"'""'n Jnd 

•rc~i.1l ~c;.oc" <Cf\ icc.. Tite•e types of SC:f\'icCJO tlljlcther cunentl) Jccount for .tpprll\lftl.lld} I Z'l' uf the tut.•l 

lucul c\ch:onjle rc\'enue•. ('AI'< were n:,.rictcd. often by ~tutc IJ"'· from r>ruvuJong the other. murc frc4uentl~ 

u-.cd .cf\iCc> •uch ~· ha\lc .and >"itched scf\1ces, "hich todu~ accuunt for upplu\lmJteh ~~'I' uf '"'·'I 
e\(hJnj:e ~·enue<. 

rite Telecom Act und lhc FCC'~ i<Juuncc nf rulo:.• fur """f'CIIIoun. f'.tMlcul.lll) thll>< reljutrtng the 

intercunncctuon of .oil net«orL• .md the intcrchan~tc of trallic urnung the II H .> •nd the (.'1 IX•. '"«ell •• 

J'r<...:umrchiiiC r.1hcre~ JIIC.td) developed b)' state fCl!U~IOI) \'Ommi~tOn\, hJ•C (~YS{d fumbmcnl.ol .:h.tnj1C' 

111 the \lructurc of the loc•l e\ch>ngc mar~cts. Although a recent dcct•h>n b~ the l lnttcd St.1tc. ( oun of 

Appeal, fur the Eighth Ctr~ait .ubstronually limot~ the FCC'~ 1un.dacthtn Jnd np.•n.t, the >t.otc rcjlul .• tor> 

JU n•diction to ><I a nd enforce rule• governing the de<elopmcnt ctf lt)C.<I coml>ellllon. nhl\l >tate• ht~•c a lrcad), 

l>egun h> <>t.ohh>h rules for IUQI compctataon th3t nn: con>tstcnt «tth the H ('rule> <1\CIIumcd b~ the l· tJ!hlh 

Cm:utt Sec .. _ KcJ!ulatul) O<ef\ie-..." 

1 he.~ de• eloprncnt> c reate oppurtunitics for nev. cntF.lnb olfcrin11 """' c\Lh.on~c WI\ ••e• '" "'l'turc ,, 

portion of the ILEC's dominant. nntl ht>toncnll} n11onupul) <'<lntr.tlled. """Lcr •h••• ul l~al .cn•~r,, f hc: 

dc•clupmcnt .,r '"'tchcd t.o<".ol -.cf\tce• wmrctllh!JI, ho"c~cr. ,. an''' c•rl> ''"~" •nd the Comp•n1 hchc<c> 

th.ol ( I I (', .urrcnth ''""' lc .. cr thl&n 5'1- or the tot~l busincM hncs on I he l ' nned St.otc• 

NEXTLIN K bclie•·cs that the pruvi~ions or the Telecom Act rctjlllrln~ the II H' tu ct-tt~IJic nn .o 

tcchnk.ll k•cl «1th compctito~ a~ Jo• •igmfic.ant .. , the Tclecmn Act'• 1'"'""0"' ehnun•llnf •t.ttc '·'"' 

h.tmn(l compcrotur> from cntcnng I he loc•l uchangc >Cf\ ace• m•rLct. Under the 1 clcc••m \ cl. the I ( ( •n<l 

•l.llc rq!UI.ttuf\ •re rcquirco.l to ensu~ that I LI:.C~ tmplemcnt. 

lntcr.:nnncction- pro• ides co mpctittu• the right tu connect tu the II I:<X nctv.orL• .11 .trl\ tcdn•

,·all} fc ... ahlc puant and to obtain ueccs• to iu righbo()f·,.·~· 

l tnbun.thn(l of the Local Nct\o\orL - allov.. compcllhll\ tu purcll.I\C ·'"'' uroluc \lllllp.lll<nt• or the: 

ILl"{; nel,.\lrL -.cle<'ll<cl)~ 

Kc<~pr. ... JI Conorcn•.otion - c\labli>hc• the frdnl<"ork lor pndn(l hca-..ccn the ('I H ' an<! the II I C 

for u-.c ul each other\ net,.orL.;. and 

urnhcr l'ort.ohtht~ 

'"i•d• h, ,, ct r( 

In .o<l<ltthlll, the Tclc.urn 1\ct proVIdes that ILEC> that arc sublrdoanc• of KBO< '> c•nnut ntnthtne 1n 

rcp•un. hmg .!"'"""" !>Cf\tcc> ~cross loc~l accc>s and transpon •rc." (" I A 1 , .. , """the h.ol •<~'•••• rhn 

utter unto! lh<) have dcrnon•tmted thnt they h••'Cl comllhcd 1\llh '""·"" "'ll"l•tur) rc4utrcnocnt• rclllttng to 

""·'' ClllllflCIIIInn Sec.. l(ct,~ulniUI) ( ller<'ICI\ .. Unc fcdcr•l dt•lrtct l'\IU.Il h•5 ruled th.ot the rctccom i\ct '» 

rr•lltdloltl\ "" Hlllll '''"I! 111\IJn~c Cnll) = uncon•ttiUIIOn31 I hi\ dc.:t\ll'ln ha> been >IO)Cd rcntltn~ JllflC•I 

-.c,· I c<lcrJI lcgl>l.lthln" The Comp.ln) bchc<e.s 11 "'II hJ>c ~n "flflUrtunll\ ro ll"'" nurLet •h•rc '" 

J 
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ccruoin markets by combining h~~:HI mod lonl! dos t.oncc .service> in a >~nl!lc ulfcnng tu ''' cu•l<tniCn bclorc tlut 
market's I LEC. if it is a )Ubsodiury or" KilO(.', IS pcrnu lled 10 do") 

Buslntl' S trl ttgy 

The Comtlnny has built an end u>er·focu•cd, locally oriented urg:omtallon dcdu:atcd to pru• idong 
switched local nnd long dist:tncc telephone )CI"'ice :11 competllire pnccs tu """" nml nocdtuno·•ll<'<l 
busineues. The key componcnu of the COOlJMny·, 'tn:tlCft~ In ·~C•IIttt" .I IC'.Hitn.,: l'flt\ hlt:t ··I '- nUll"\ II II\ t 

tdccommunicnllnn ~ 1toC:O'kt:..:: nud 1u uu"'"'"" l't'm•n•li••n ••J '" 1 *'•i•'" •I , "'t''""' ,.,,, •"'' 

,.,.,.,,,,. "''''1Jtut,·tl 1 ,., •. , o"'"""' '' ""'"'' ,,,.,, 11 ,., 111 Smull am/ ,\J,•lluun ·.'it:rtl llluim•"-l•'' The 
l untp.lll) wununly fi)<:Ul>C> II> .at~ ellorh fO< >"itched loc:tl and lung <h•t.on~e .en '"' un . m.tll :tnJ 
medium-sized businesses a nd profc~tonalgroup>, those husinc>.<oe> h•'lng lc,.cr th.on 511 '-u>Onc\\ hnco 
The Company's market resca"h tndoc:llcS thJt these customer> tnclcr " •tn~lc """"" lor ull of thctr 
tclecommuniatiC)ns n:quircni<Ob, includons rrudUCI\, btllinjl. iR\IItJI•tton, OMintcn.mce and CU\(Urrter 
service. TI1c Company luu chosen 111 focul on this •csmcnt haxd on It• e\pe.:l.ttiun• th.tt ht)\hcr i!lll" 
margins will gencmlly be oi\',Jliubk on .cni,·c, pro\'ttletl to the'< Ctl\httner• ·" cump.:rcd 1\lth l.trger 
busin~s. and that I LEC) m.t) he ''""' hkcl) tn appl) >igntficant rc .. •u~<> '"".trd> rctaomns the><" 
customers. The Compuny cxp<:CI> 10 1111m~1 untl rct:tin thc'IC cu•tomcr> thruu~h :t d:re~t •J i<> cllun h) 
offering: ( i) bundled (\lC;tl nnd long dt.!ttolflc-c )C'(\'It:C), U) \\ CJI Cb the: Ct.HHf';tll) ·., cnh.uh.:C ..:um tUUOJ\!:tliurh 

scr>ices: (ii) up to a 10% to 15% di><:uunt tu.:llmp.omblc pricing h) the ILl!(.' ·" "ell·'' l'"'"""'''n.tt 
discounts. depending on the intlividu.tl mnr~cl : :uu.J (iii) rc'l"''"'''-: ..:u,huucr ~'"' I(C .uhl .u .. ~uunl 

management pruvldcd un 11 loc.JI IC\'cl. 

Fu.urr IJrrrntrult:rtJ ux~u/ j\/tJfrOJ;t'mc•/11 and CofltnJI .• he Comran) bc:hr:\·c, lh:tl lh \UCCC).~ ·~ 

enhanced by building locally b:&>cd management lean" that arc re>pon,rble fur the Curnpan) ·, >Ucce» tn 
each of their opcr:llional ma rkets. The Comp.tny hriS rccnutcd eApcncnccd cntrcprcncu,.,. .trul :ndu>tl') 
executives :IS prc&ideniS ur each or the Comp•ny·~ opcr.ttlnj! •uhsidl.oric•. nl.ln) ur .. twm lt.llc prcvivu>l) 
buil t and led their own >tUrt · up tclcconununoc:ttiun< hu•inc~c' The locltlfli'C•iucnts .tnd thctr tc.tnl\ arr 
charged 11i1h achie>in~ gro,.th objccth·c• in th<ll rc>pectivc m.trkct• .tnd h:11c dc.:l\inn '""~"'II :tuthonl) 
in key opernting urc:J>. inclutltn!l customer cure. nct,.urk 1!1''" th and hutldtnll cunncctt•'tly. und m.tn•gtng 
the re lationship and provis ioning efforts with the I I.EC. The Cumpuny h:" e>tubhshcd .on inccnlti'C based 
compensation polky for thc>C management tcun1~ that "h:o.cd ""''"the uchoc•cment (I( t•trl=clell ~~~~"tit 
und operutionul objccth·es. The Comp•n)' bcliCI'C> llutiiiH• tu.:.tl OIJrl.l!lCfiiCnt r ... u, "'"I"""Jc .• "'"'''I 
COmpclilf\'C edge in CUNIC.U11Cr n~qUhllion :m'l ICICfllmn Ill C:oiL"II IIIII I~CI 

1'11t1h.-r llro "'"'' l :j j<'tlll't' 11/m r Sal.·• am/ Cllltlllllo'r C'rm• ()rg.,m:mio~~< N EXTLI N 1-: " building 
a highl) rnoti\'atcd und upcricncctl direct >'tic! force :tnd cu.tomcr c;~rc •Jrg•ntL.ttton th;tl "uc•t~ncd Ill 
establish 11 direct :tnd I>Crsonul rclntion>hip "ith its CU>hnncr>. The Contf>.tn) hJ• c\r.tndell '" " 'le> furcc 
from 98 salespeople :ot )car end 1996 to 223 ••le>peuplc .tl t>cccrnhcr ) I. I 11117 1 he (.'""I""'> cApeCI> lo 
further increase it• sale> rurce 10 :tppro•im•tel) 1~0 -.:tlc,pcuplc h) )C.U end 11191!. s.te,pcoplc .ore gi~tn 
incenth·es thn•ugh o commi<sion structure that target' J(Y~ uf .1 .alcspcnwn·, compcn.allun to he h.t>cd 
on performance. To ensure customer sattsfaction. each cu>torncr "'II ha>< n 'inslc pumt of ,·,mtu~t fur 
customer care who is responsible for >Oh·ins problem• .Jn~ rnpondinj.l tu co.tumcr •n4utnc>. The 
Company hnJ expnndc<l its customer care org:tnitutinn (rum .lf> cu•l<lnter ~.trc ctuplulct\ .tt )~•• en~ 

1996 to 162 customer cure ~rnplo)ce~ ut lkccmhcr J I. 1'1'17 'I he C'ornp.tn} "I''"'''" turthcr '"' rc,l\c "' 
cuShJmcr \'iiiC orgnnilution tu appnl\ltn.ttely 27~ cu•lutncr .,.,~ cmph>)<<> h) )tllr end 111'1X 

Contltwousl;· /mprt>\-'~ PrOl'l.sloning frCK'rUt.r 10 An~l'lt•rmr H,,.,.,,,. tiro~ tit 1 he C'tHIII"'.arl\ he· 
lie\'CS th.lt n significttnt ongoing challenge rur C I.ECs "ttl he Ill <OOliOIIIlU>h lll'lll lll( """ "'""'"!: 
.system~. which int.•ludc Ute Ctlmplcl.J'r'l.)('C~ ,,f tr.tn''"'-'rlln~tlll C \'lhhuncn h) the ( \J11tf'o.&n\ ·., nrt"''''-· 
t\ cntrdin{ll)'. the Con•t•nny will <.'untinuc II• idcntif) ""d ""''"· u> ·' ~<) cmnpcllltlc •lru tcjl.) . on 
implementing bc>t provi.sionlng pmcllce• in c.tch uf ia. rn.tr~cts thut "illpnnidc fllr r.tp:d und •carnic-. 
trnnshlon• or customers (rom the ILEC 10 the Company. Tu >UI'f'On the provi\IOnJO~t .. r t:• \el\tce•. the 
Company has begun the long-term dcvclormcnt nnd lrnplemcntution .,( :o '''""l''chrri\IIC ttll .. rnt.<ll"" 

J 
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network e~pansiun. T he Comp.tn) hclte•c• the>e -ent~e' '"'rc..t•e II• • •••ll•ht~ '" .Jtll.t.:lln~ ln<:JI 
c ~tch:\Ogc CU..\Iomers "hen il u p:ratc' nel" '-'rL" in thc,.c m;1rlct' 

Tht• ( 'ompan)'s Ttlrcommunln uion• Srnict• 

Lix'lll and I .OIIJI l>irrunu s.·n·irrJ 

The: Compnny c:umntcnccd the tlf1cnn~ ,,f ~\'lh:hc4f ""·'' .tntt lun.: tlhl,uh;C ... <r\h.<"' m ~·,en 111.1f l...c:h •·"" 
July -1, 1996. nnd in IX •. uJditmn~tl rn.ul..ch 1t1 I'N7 In l ~o.· llr\l,lr\ I'I'~K . thr ( ••II•P·'"' J.nnu: hc\1 ... ~ttchcd h)\.'"'.11 
und 1\Jng dL\t:tncc 11ocr' 1\.'C' 111 Chu:.''"· II hom' ,,,,f '" '1"'\.-"f' II• -.:ummcn'-"c the ••llcnn~t uf '" •t~.·hcd lo-:.11 .1nd lonJ!t 
di .. l~mcc "'(f\' il.'(' 111 ollhiiii1Hioll llt.tli..C:I \, 11\\.'hl\11 11~ the \UUih !\.tn I •IJI\1.' 1'\oi,.'U u .. l) Area. Nc" YorL. ( ' II). J\t l .• nlu 

'""' •'""~ ( NJ I lttC-". oJI)IIIljt I he rcm:undcr •• r I'I'IK rhc ( Ulllp;tn} rocu>r' "' t>llldU\' I ufrctln~ on ...... ~ 
lth·~,· n•nautucutionl\ M"r' lt:C:~. "hi.:h it bchc,·c~ .trr the t.urc uf lucal c: \ dMngc \(f'\ lt.:c) f,n"·•ng. "hi.:h '' 
determine : und implemented h) the C"umJI.ln) \ •'flC•·'''"II •ulhodiul) tn c.1ch h><·.olm,,t l.ct , hu• hcen ~cncr.olh 
ICJ% Ill IS% lower th.onthc pricing fur <'(IIIIIIJf'Jhlc Joc.ol •ef\1\:C\ frmn the IU:c ·""'the ( olll>ll:ln) J l"' na.ol.e
I'IOOlOtionnl offering J>riccs U\Jtlat>Jc frorn tirnc to lrme. 1 he (''"'I'·"'~ ·, •urrcnt ~r.~lu<l vtfcnng andude,· 

St:ontlunl d iul tunc. indudmg toudt tunc '"·•hng. •Ill. Jnd Vt'!Ct.ollll ·'""letl c.ollin~t. 

Multi-tru nk >cn•kes. mduding direct 1n".ml ,Joalrn~ ( IJ II >l .111ol direct ""'"Jrll dt .ohn~_: ti>Oil i : 

Long dbtnnce >tf\oicc. including I+. ~~~I/ XX~ .md <'f'C'I":lllll ''~" ,, ... , , 

Voice mCS.\IIgtng 141lh pcn<Muli,ed ~reeling,,, """''· u.on•lcr. rcpl} .onu remote retnc»l <apabrllllc': 
:md 

Currently. I he Comp.tn' ofTen CAP .KI' icc' in .u; m.tr~ch. ltk U\IU}t ,.,. 1•*11)! llhi,Hh. .. c .: .. trru;r' und chc: 
priv31c line needs of high •ulumc cu>hUIIer- In .l!l<lilloon, ,J,ol.o ,..,.,"c' thJI .ore currcn tl) ••tfctcd h) the 
Comran~ include Ethemct, TOK I· N ring•. uml hiK"t IJ1>tnhute•l l>.ol.o l ntcrf,,,e t 11>1) 1) 

' f he l"OIIIp.lll) '> C,\11 \("f\ ice>, llh rch UfC U.Cd •. 1> hoth JlrllllUI) :01111 h.td •UJI <11<1111>, fuJI tnhJ lhrtc 
rrlncip:•l categories: (I) •pcci:ol aeccM ctrcuit• th.ot connect crul u"'r ' '" '''"It dr•l.ln~c c •rrrer>. 1 ~ l 'l"'co.ol 
:~cccJs circuiL• th3t connect long oJi,tuncc carrie"" t.t,•tlill<> h> ''"" .muthcr .ond t I) I''"·'" ltne '>r<Uth that 
connect ~C>Cm) fuciJitics 0\IIICd h) the >3111C CII\J u-.cr 

NEXTL I NK'~ IVK plntforna ullu~' u ~un,umtr tn t.l~.tl 1111o ,, t.l\l f11JJUicr .. h.,""~l ')~'""' IJ ''"& ·' h tll - lrC'c 
n umber und u touch tunc phone nmt h) follu"'"K .a \!Ufiilltnll/ctl menu. lU ;t..:t·r,, ,, '.met) ,.r •nft,nnutlon .lnd to 
lc.l\e, >imu ltuncou>l) .. 1 prulilc ,,r t he c.111er bclund lur '"" '" cllhcr EXTLIN II. ur 11> dienr' l urrrntl) . 

J'XTLINK J'""'"'" fuur I) I"'' of 1\' R >Cf\'ttc•: 

Lc.·m•t H'.irtl - prompls the: con~umc:r tn 1.:.1\'C mcvr~ l lltC"' \ il .ttl\ lcn)lth ur \.HIIII'k \11). r .tii~IOlt h um 
cnlalog rt:<{Ucsts and coniC!..\1 c:ntnc' tu 'J'C4:1fu.: pnlCiu t:l 'tuc:,thHh untl ... ur'c' ' · 

{)r(rfl'f [JH"llll>r - heir> II Cliii\UntCf 10 Joc.IIC the nt.>IC>I Ut.Jicl Vf the \"lient ', f'H..JU,h )1\ IMI.tnll) 
•dcullf)'ing the' con:.urncr':~~ .u'Ca rand rc..)pondtng \o\llh 1hc n.unc' .lth.lrt'..c' ,tnll rhun(' numhch t)l the 
client'• location> "ithin any de>ired mrlcugc r•dtu,: 

./luuunatt'd Ottl.•r 1-~nln'- uiiO"'-) c.•on;umcr"' h• purchu~c ptudu.:l" u"lllio! the mtcr.h.' II\C phone ~J'\'ICc 
2-a-huur> u t.la). "'-ith real- time order .~&nd ~rc:dll ~.u~t ..:unfum.11iun J" "-Cit ;&i JrrJngtnEt (," tlc!~'(f'~ ttl 
the ne" item Itt the con•umcr'> Jc~Hcu uJIIrt». Jnd 

lnli'tactn·;.• Cull Crnlt'r - providc.i the con~umcr ""h +I nt<'IHI ,,( .\('ltdh'll' fh,,t lfH.'hu.Jc Ucalcr 
l ocutor. Automated Order Entry unll nth<r fun.th•n•. •ndo><l>np r«:Clllllj; .1 .Jl.tlll)l. rtl(hlcnn~t lhe 
\lltffiln t)' or~· P"'"-hh.' l, \."<'ll lC~I Clllr") und un t.Jiltl lHl , l,( l,. IIIICr'\ ld he (cJrv..udt",J 10 ol h\c I)J'C't::ttor. 
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TI1c Cumpan) .anllclp.IIC'~ th.11 11 "'Ill .. unttnur t•1 "'PI••tt: ot lu:1 \llhtll\,d '''"'"'UIIh "'""' .,rnt r 

orronunlltC" .lnd OM\ .u.~utrc. '"'"'''" -·· '"''·'''"'h liMth lw·· ltl.tlh.U lup .. ,, ,,,, ttt.ltltoU.It '" ' '"" I'IH\Iil\ 1' 

tn I he htiUrc th.u \Uflp•urt th '''rr .• ll hu ... •nc:'' '"'' m u~cllnt• ,.,,,,c~tc:' 

Solt-• ond Cu~lomtr ( 'ort 

T he: Com~n) utili1c' .1 '"'""'Prtln~cd ,,,Jc, \tf,HC'Il\ m c .. u. h ''' ''' mJrlch. unc •hrc, ted to the "''lc -•I h., .tl 

nnd luntt ih'-I.Jnl.'"c >crvu.:c:' iJmJ the: other hl cnh,tn\.'CiJ i:OIHmunt,,tiiHn\ \.("(\ u .. c ... f he pum.er\ , ,,lc' c:llurh 10 the 

Comp;:m) ·) m;nLch un: for '"llchc:d luc.al .tnd lung lli\l ,uu .. r ""'' tL'r' h"-'u'"'~ •HI ,m,tll ~uttl mr:thurn· .. llct.J 

busine~.c• :and profe»IOnal groul" 14llh fc,.cr lh•n 50 hu•one" lone- l lo~ < ""'l'·•n•' uwl co rc-c•r,h 

indic-acc:_) th .. u these cuJtomcn prefer .a ''"J:Ic "''un.c hn .t11 -•f th<'H tdc,Hnmtunh •• tth•n' tl''lutrcmcnh. 

includin~ producb, billins. on>luiiJIIon. m.unrcn.on>e .onu ""'""let ''""'c I h~ t ""'l'·'n' ulthtc• • uorcd 

>.ole• dft~n uiTcrint~ ~omhincu lcxul und lonjld~<I.HI\'C "'" o.:c• '411lo I''""' rh.11 .11c ~cncr.oll) .or .o llY~ "' I ~'l 

di\COUnl from lhc ILI!C. Pro•iding.l comhonJIIOn or lu.:al Jlltllun~ UI\IJII\C \(f\1\C\ l''""'lc' I he ( ""'I'·'"'·, 

cu>lumcr< .; lc•cl of com-.:nocnce lhnl h•> hccn jlencrJII\ un.l\.ul.ohlc ''"'< rl•e l11c.o~ IIJ' ••I \I 1\ I I he 

Comp.Jn) is also mJr'kcling ih cnh~n.:C"d tontmUnt\.,ttlon-. \ott\ h.c, lhh•u~h .1 "'l'·"·••c thr<',l ,.,ft, •••h.t "' c.h. h 

m.trl..ct. which I\: c•pc:clc..t 10 tnc:-rcu'-C the numhc~r .,1 ... u,IUlll\'f' tur .ell ul l' I \ II I~ t\ ·, tclc""IIIJitUnl\. .tteon, 

)('nkc' lll 1h.11 m.u~cl ut ~ (u)tcr rJIC. lo a..tdlu.,n, the l.unp . .UI\ '' \.'UOIInUin .. ll\ , .. lc, c:llurh lur H.&dtllon.tl 

C t\1' •cr\lcc• 10 lung dO>tJncc currier> and l•r~c c<Ornrn<r<' IJI """ 

1 he CurnpJn) is burlding ,, hoghl) murh.;rcd .on.J c\rcrocn.cd dorccl -...lc• hoi\'C .onol '"'''"ncr ,.rc 
organitallon rhal iJ dcJigned 10 e>lubl~>h J dorcll .Ultli'C:N>nJI rclJiklR>hor "11h ot., u•loooocr• I he t '""~'-~n' 

seeks 10 rcc.-nul snle•pcoplc "Oih 'rronJ,l ulc• ll.lc~~ruunth orodullonf ulc•rc••l'k lluno lo•n~ .Jo,l•n,c 

comJMniC>. cclc:communicntion~ cqulf1mcn t m.anuf.t\.IOrcr., ncl"'u' ,\ .. h'm' ullct!r.•l"" .tru ltllc II I (" I lie 

COOlJUny has ClfMOdtt.l 11' ~ale' (mcc lmm 'I)( ,,liC\)lCUI'k ,11 \c,u c1ul f'Nh In 11' '-·•lc~~rorlC''-•I'Ic .11 

December 31. I 'J'H. 1 he Cunorun> c \ rccu 111 funher '""""" 11, '·''" lor.c "' ·'f'J'I'"'"""'<h l~ll ,,,lc,rcurlc 

b) )Car end I~M. Sulcspc:ople :Ate jJI\'cn on.:enu•c• rhrou~th • '""'"""'"n •lfudurc lhJI IJfF<h .1(1, ol • 

SJlespcrson'> c.-ompcnJ•IiOn IO l'C h.o•cd On rc •fornl.ln\'C: \\ Olio IC\f'Cd Ill lr.t!llloun.ol ( \1' \Cr\ 1\C' lltC 

Comp;tn)' curn:nll) utllllc:. ol "·''"'"·'' ,,,,(, for-.:c lu ,., ••• N.,h .uul t: \J'·''"I lt•ll)l tlhl.tiK(' Llllllfl.tll\ .11..-.C\.\ 'loCI\ lt..C 

S.llc\ S.IIC5 dfurh (tlf lung di!tot.HI\.C \.olrT1CO. ,If'(' \.efltr,slt!cd tn •U,Jtr IH pro\ tllc .t \ln)%11: fl"tllll ut ,_.tlf11.h. l for 

lhc.c CU~IORleB. 

The Compan) :JniiCip.ltC~ th~H 11\. cnh.lnlcd \.Ommunu.:.athllh '\.Cf\h.C ••lfcun~' "'" "'"llutm• '''he: "''ld 

ar:roi.\ the countr) b) Jl( cxesunp n.ttlon.ll s.t1c, for\.e fur thc,c.· 'f''hC'' l ltL: 4 tllllfMU\ h." ,,f,,, .uJlo!lltcutcd 

the'<': d fun5 'Ailh .l K('l.lr.Jic. HlfttClt\l, hk:.tll) h.J~tl ,.,tiC,\ IHh. \' 111 ~.t\ h ul th 111.tf" CI' l in: C ltfllr',tn) hcltC\C'\ 

lhJl lhl\ olJ"'lfU.u.h IV c.t\.'ll IU.U " Cl ~til prU\Uic rl'\COUC"' lh.U .UC' HI\.JCIIlCill.tl ht th i.'llt.:'.&l cuh.lfl~t" UJX'f.lll''"' 

The Cumrnn)' lr. uugmcnllnJt lh lltrl"\1 .. utr, .tppllt,tdt "''""If~,.~~~ ~.u .. ltmtcr ''""" .uul ... ,ppurt 1hrnu~h 

ht~..tll) h.a~d \.'U~h•mcr \.'o.trt' I'CfUC'('Ill.tlt\Ci.. I he ( umran) ,, 'IJUdUUOf" lh l,U,Inmcr \.olfC Hff.tnt/.t lhiO '" 

~u.:h .a m.enncr th.tl c.u:h CUitOntcr v.tll h.&\c J \tl1):1e pu1nt uf \.Uni .KI tur cu,htmcr ... .~rc "'hu '"" '<''f'""''ttlc '''' 

M>h tng problems and r"C.Spond~ng 10 cu,lomcr 104utnt' lhc ( ''"'~""\ h .... C\f'.Uh.lnl th '"''"""'' .. . .uc 

Of'R"JOI/,11100 (rom .\6 CU.\IOnltf C.lrt' Cntf'Jht)CC"' 1ll \t,ll t.'fl'l ftNtt ht lh~ \ll,lt!IIICf \.olfC C:lllf'l,nC\'\. .tl 

Oc~..·cmhcr '1. P~n I he C\unrmn) ~cc~~ tu f1''""1c •• '-"'\l,httllcr \..UC Jtrvuplft,ll I,,,, ahc: .. tiHitl~ .uhf rc,ulH'-r' 1u 

te'f"-'"d hi .and rc~.uhc cu~tumcr problem .. a\ I he) .1n'\C' I he CunlJ'Ift) hchc\C' 1h.11 \..U'\htrner ... arc 

reprt-cniJII\'.:5 "oil be rhc mosl elf cell'< if the) Jte h.ucJ on rhc '' ·ounuollll on "h'' h rhc < ""'1'-ln' "ullcron, 

"cnJCC). "h1ch pluccmcnt "•II allo-.. umung olhcr 1h1n~\. the ''f'Jlttrluntl\ ' '" 1hc ltJlfC''('Ili.Jit\C' ... 1u '''" th(' 

cu.\lomcr~ loc.11inn, 

1 



• • 
1 he roiiU"tng lu.blc pro\ldCi tnfurm31Hm dO I he nurLct' HI "'hh:h the ( I I J111' -•"\ .... , l.un .. hc~ '"'lh.hc,J 

lu ... ol .1nd long J"o.on<..: scnicc•. 

Statt' 

r .. ,, '' '' .,,,, 

U'wlr•nRhm 

Utah ..... . 

Nn·oda 
Olriu 

Co I if om 1 a 

N~t,. ork Ardlll~ctur~ 

Dni/ltr 

Memphu 
N."h"lk 
1\llentu"n 
ll urrloburg 
l.~nC3$tCI 

Ke•din~t 
l'holudclphoo 
&ranton / \\ oiLe, I!Jrrc 

Spokane 

Salt Lake Cit) 
Orcm/Pro•·o 

Las Vega; 
Clc•cl•nd 
Coluooohu• 
An.oloQom 
CO>ta Me"' 
f ullerton 
Garden Gro•c 
ll unungtun Uc .. ch 
I nj(IC\\ ood 
I nine 
l.un{( llc•ch 
LU\ t\ngclc> 
OrJnjlc 
S.ont.o 1\nJ 
Chocugo 

I n fk'h IJ• tt tur 

' • hrk4 I Gall """'"'"' 

J ul• 1'1<1(, 
Juh 1•1<11• 
Jul) 1'1'11> 
Jul) 111% 
Jul) I 'I'll• 
Jul) 1'1% 
Juh 1'1')7 

Ue,emhc:"r 1•1'17 

Jul) 1'1'11> 

J II RUlli} 1'1'17 
~Cf'tCIIOioer 1'/<17 

\pnl 1~1· 

\ I"' I 1'1'11 

'' ''"' 1'1'17 
Jul) 1'1'17 
Juh IW7 
Jul; 1'.1'17 
Jul} I'I'J7 
Juh I'JI/7 
Jul) IW7 
Jul) I'I'J7 
Jul) 1')117 
Juh 1'1'17 
Jul) 1'1'17 
Juh 1'1'17 

I ehru.tr) 1'1'1~ 

The Compoony huih.l< or acquire• " • """ lthcr upuc ne t"'"'" hcc.•u'<' 11 1-.:loc•c• olo.ot l ... ll olle•·"••eJ lull 

~t"\'t C'c cclccommunu:auunl comp.ante:..\ "'hose nel\o\dt"-' urc ducdl) (UflrtC:liC:d hlthcu c u,t umc:h '4alllllt\C the: 

Jbiht) to rc>pond more quicLI) to <U>tOmcr Med• fur cJp.mt) •nd .c" ,..c, Mutcu•cr, thr I umJ>Jn) 1-.:he•c. 

that facolotiu-b;~.>td earners dc•elop u mure Lnu .. ledgublc. •uurcr•t"e rei""""'"'" ""h thw '"'"'"'e"· 

impmvongtheir abilll)' to provide ne" .crvices und o.)lhettclecurnnouno.:Jt"'"' '"luuum , " lu.h •huuld rr•uh on 

higher lung-term opcmling margin~. 

The Cumpan) bclocvu thnt the fu1urc lelecommunocJtoon• no.u~ct "'II he .on rnocr.:umo«te.J net"'"~ .,r 
ncl .. oru The Comp:tn) bcli<''CS thai ails '"II no .. bcl .. cen loc•l nci""'L' ""h ,,,, .. ,,.,, '<'lclli Rj~thru 

service provide r b3scd on high quality And doiTercnllalcd pro.Ju,h re•Jl<Uhl\e IU\t\llliCI ..,, .. ,. ""'' rll•e In 

some c•~ums.Htncc~. dc()CndinN In purl UJlun rcMulutm')' ~.·uuthltiiiP•. th~ <. HIIIJ).III) \UII ullltl t '" """ net~.,~ 

fur moe Jl<>rllon of a c.1ll und rc~ellthc >ent<'C> of nnoohcr <orner for the oeno.11nonp Jl<Htoun oof ,o .:.oil. In ut het 

UI.SIJRCes. bolh the origonallon and termination or e;,lls .. ,II tu~c pl ... c "" the Conop.on• ' nel .. m~· I he 

Comp:tny's net,.-orl., ure designed to rruulmlu (Onnecll\lt\ duc.tl) ""h "~nolo,.Jnt numher• " ' hu•uor" enol 

useD. ~1nd 10 ca,•l> mterconnccl pnd ru'l)\ldc .t fc.,,l·t.·•nt n•ullnJot flo" ,,, tr.•th" hct"c~u the ( vmJl~tn' \ 

nco"url. .ond ulhcr nct,.urlu in the mar~ctplace 

y 



• • 
In genernl. the Comp3ny Ktks to built! w1de. t•J'·In~i...: net,.vrh. r.11hcr tluu1 u •tn1plc <.lilt '"'I( 111 • 

downtown metropolitan an::n. The Company lx:lie•·e~ th.rt thl. type or'"""""""'·'~< nf the no.u ~ct• 111 "'"' h 
it openuc> "ill n:5Uit in the following ad•':lntage~: 

Jn increased n" mbcr Of building> thut CUO be: \11re.:tl) l'onnected tu tho: ( wnp.tn~ ·, nct,.ur ~ . ><hiL II 
$hOuld m:oximil:C: the numlx: r or bu•ine~''" 10 "hich the Conop.lll) ,.,,,., .. rrcr ,,, \CI"I<.(\, 

•• hi.,;her ,~.,lurnc uf tclccommunkruion' lrnllic hoth origmnung and tcrmm..~unc; "" the ('urntMn~ .. , 
net""'"· v.hh l1 d1uuld •c-ull 111 tmprm rtt UJ"C'rll11na.t m.Httl"'· 

I he abtlll ) IO h:~'Cf"<JgC l b ln\C:) IIIlCnl IU llli,tl l 1.1Apo1\.H.)' ~V.Ih..IIIII}J (~1111f1111t lfl IIIII t h lt ••llf• 111•l 

the opponunil) ror the Comp:tn}\ IICIIIIIr .. tu Jlrtllidc h.tdhJul ... u!l . t ~C '"' utiiCI tdCWIIIIIIIIIIII, .t • 
l inn• ~ervicc: providers s uch :" lnng d1>t.1n\'C und "lrtit)) curncr' 

fhe Comp:any .Kclo.J to further utllltc lhl\ n~t,.ork lle•llln tn 1nuc1"" tlor numhcr uf '""''""II' .onol 
ru~tume~ direc tly connec ted to its netllorks. The C'untpJn) hcllc•·n lhut "' '"'"1'-" <lll" llu· c• ICII\1\C 11\C 111 

unhundlcd kKlfl" and runulng n I'Urc n:-.ulc hu ... inc-., ,,,.,leg). havintt u din: .. ·• •. :onncctl''" h• lh ~u,tumcr' "'" 
pru~idc I he <.:ompany v.·ath the ht~_tltC~I lung •ICrtH UJ"t'l.tllfl~ IUUfltln'\, .til''"' the ( ttfllr .. un Itt J"ll\ n_il; ~rc,tiCf 
feature und quality control a~ v.c11 .J\ offer t:U,Itmlcr M:rvl! .. 'c 1h.11 ., hulll ltt••u•JH .wJ ctlc:'-n'~· I~-..11J ,,. 1hc 
net"ork 10 be $ctviccd is controlled by the Comp~ro) Jnd not anolher ..:n 1~c """ nler. 

T he Comp:ony ~d-• to build h i~th '·'JMCil) nel"'urt..> u;]ng a h.oc ~l"'nc dc"'ll~ r.1n~1nj! l><:l"ccn 7! .uuJ 
2J.O st rund~. i\ ) tnglc pair of gl as~ hbco un I he (\mlr'·'") \ ncl"urk' .: ~m "·urrcnth 1r.tn .. nut '~.1~11 

simUhiiOCOUS \-OiCC COO\'Ct'$Ulion.s. where~ a l)picuJ I'Mir O( Ct>ppct V.lrC' \."un '-utrcnll\ .. - .ur~ .1 fll.t\HIIUIH ol ~ J 

digillted 'imullnncous voice con,•e rsatoon• The l'OIIIJI:In)' hclievc• th.1t 1n,1,oll mg hlj:h '"""I hl><:r '"·'"''''"II 
allow the Company to offer a higher •olumc of vooce :tnd hru.1dhand \CI"'io:<• >'llhuul on,·urnn~t ''lln•ll•.1nt 
additional cons1ruc1ion C0$1S. 

Collslrllction 

The construction period or a new nelllor~ ,,me~ depending upon tl"' >Cupc "'I he ·"'11\ollc,, •u<.h ~- 1hc 
numlx:r of b;1ckbone route mile• 10 be m~wlled. "he I her the con<truclion" un.tcr~ruun.t ur ·''"·''· ~<hc1hc1 In c 

conduit is in place or require.) con)l rucliun. 1hc ini1tiul number uf huiltlw~' tJrtr.ctct.l f,H connc~.-~ron ro rh c 
nc1work backbone and 111te gcncrul ..:onfigurnti11n r,., ih Llcplo)men l. Aflcr llhldlltnj~lhc ncl,.oorl. h.,. l.l><•n.:. 1hc 
Company evuluntcs extension~ 10 additionnl building.< und e •fl·'n'"'"' 11• ••I her .ore., ul ,, m•r Lct 1•.•-<•1 •'" 
detailed assessments or m arkcl potcnlial 

The Company's network bdckbones arc 1nstalled in t'Ondu11> 10111 arc enher ""ned h1 1l1c ( untr•n• ,. , 
lensed from 1hird p:mies . The Compnn) le.t>r> condon or t>olc >fi.ICc frum cn111ic, '"'h ·" uulu•c• " """ ·'"'
long distance carriers, SIBle high"•Y uu1honl1e>. lo<al guvcmmcnu ami lr•n•JI .1ulhu111•c' I he•< , IIJ,on~e 

ments an:: gcnerolly for mull l·year tcm~S " ilh n::ne,...ol option), and Me none..:lu'""· I he ...... t.ththt~ " ' 1hc-c 
armngcmenb is lin important part of lhe ('ompJn)'·~ cvufuution of .1 rn.orkcl. t.mcdiJIItHI uf .1111 ul lloc 
Company's material righ.l·of·\I ,IY agreement; could hnvc :on ad1cr>c ctre<t un the Cmnr>Jn~ ·, h1"1nc" 111 1~ al 
urea and could have a mnlcnal :odvc~J~C cffccl un the (ornpan)·. 

Ollicc: building.s are connecled pnmaril) h) ne110or~ backoonc cxlell\tt>n• '" unc uf .1 rturlll-cr ••I I''. '"-' 
ring> or fiber optic cable. 14hich origin•le nnLI lcrm innlt Ill I he ComJl.lll) ·, .:crllrtll nlKIC ;\hcrn.oto• c .. •he 
Curnpuny mny :1cce~• n11 end u<cr'1 h><:o 1inn throu11h inte. eonnccllun "llh the 11.1·.('\ ccnlrul uth, c The 
CUI11Jl.ln)' i.s alw cvnluuting Olhrr nhcrn.ltf\C\ rur hufltJing c:unncctl\lt). IOCiudlnlt \\ircJc,, ... ·"nnCl' lllHh, h•r I he 
"lust mile'' or lnln~J)()n. Sisnal\ ~n: gcncfll ll) \C'nt thf•JU~h ,, nt"t"Aor l b.n; l hc.mc It• the t..Cf11J.tl th'llc: 
'imuhnncously on both prionn') ~trod nltcmntc prolecllon path• M,.,, hu1hhnt1• 'c"eol h.••c ,, '"""''"' 
Comp:tny presence ( rcfcrn::d 10 ;ts u " remote hub") locuted 1n I he hu1 ldtn~t- Wuhin c::1ch hu1ld1n~. ( '""'""~ . 
owned internal wiring conncch the n::molc llUh w the cuslnrncr prcnn.c:. <'u•ltllncr <tjuip111cnt " cunnc.oetlln 
Cornr.ony·rrovided electronic <4uipmcnl~tcncrnll) I<.K'Jtcd in the 1e111ulc huh. "here ~u•lunter lr.lll\1111" "'"' 
an: digiti1.ed, combined ~and coJnlcncd til un ''flllcnl aij(nul The I milk" I hen lr.111<111 111cd thmu~h 1he ncl,.oorl. 
backbone IO the Company'~ c:ent111l node "here unginnling 1r.1llk 1' r«tOIIIo~uro:d fur nout111~ tu II\ uh1m.•1c 

10 
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(NOCC). NEX'TLAB pnwickt lhc Cumr•n> "llh ~ mc•n•ltl le•l ,,.11,11 "'""·"' ,,n.J "'"<C eunhgu1111hon• 

I"'"' 111 their tcluJC un I he (. umpnn)"a nc110urkJ. rhc <.:omp;any behc•e• lhJI 1h" rrocc" •hould 

(I) mrnrmrLe nct,.~rlr. outages. (11) s:~•e nel,.orl. opcraung und lr:>·n•n~ lU>h Jnd 11111 •mrru•, k•cl> of 

CU)IOOlCI scrvlce. 

lmplrmrnlallon of l.oa~l Trlrcommunlcarlon• 

J\ .:ompan) p~paring to o ffc, local c•ch.tnge sc:o·&cc> nut unl) rc.quirc' Jn •n.t.&lled '""'""· hut .11.0 mu•t 
louvc numerous network und rou ling urrnngcmcnl\ in plncc. NEXTLIN K hu' c'tuhh,hcll all t~f rhc-. 

nrmngcmcnts for Pennsylvunia. Tcnncuec. \\'•,h•n~lltn. Ut.1h, Oh1u, Nc•.uiJ. ( . hlounl.o '""' I limo" fht\C 

key clcrnenl\ mdudc· 

lnt~twmrt"t"twn The Compalll) h:1> e\ccutcd tntcrconnc<"tion agree men~' fur .111 ul "'current opcrallnj! 

ncl\•url.> in N3~h••illc and Mcmp hl>. Tcnnc .. cc. """ BeiiSouth Tclecmttmunr\".llrun,, In< . 111 ll •• m.hurp. 

Keadmg. Lan\"Jitcr Jnd J\llento,.n. Pcnn,}hJniJ. """ llcll •\ll.mll.:·l'cnn"h·'"'·' ln •. '" · ... ' '" ' · 
Nc" Yurl. ""h Bell ;\tbnt•<·Nt .. Yurl.. In•·. '" (. """!:"· lll&nol\, .tnd tn ( lt,cf,ond .1nd ( o~lunthu,. Oht<o, 
"11h a '""''"n of Amentc\"h: in Spokane. W ••lungtun . .tnd Salt I .tl.t til} .tnd l'w"o/Orcrn. l l t.&h "11h 

US \\ tST Communications. Inc.: tn Los Anj!clc•. (Jhfomu .:1nd the 'urrnundmg m.u l.et,, "'th l'•<llt.: B<ll 

Jnd GTI: Corporation: and in L(ls Vti!J>. Ncvull.t. ""h J d1n>1nn of 'ipnnt I he ( t>ntp.tn• '' •;urrcntl) 

ncgottattng .. ith BeiiSouth for an lntercOftnectwn •itt.:tment tu CO\C/ AIIJnl.t '" the end or the thlld quaner 

of 1998. In add1tion. 1he Compan) behe•n thut lntcr.:onncct10n .ttr.tngcmenh heh•ccn the II H~ < .ontl other 

C LECs or 1hc Company "ill be tn pl;~cc •n olhcr nwl.ct• lhutthc Ct.~rnp•n> rn•• enlcr I he l omJioUI) Mel) 
.. ,u iniliJII)' "piggy-b~ek" on th~<t othtt ~rrnn~cmenl\ "hrlc ru"u•nl! murc 1.1\ur,thlc tun~· term 

urmngcrncnt.~. 

The Comp:tny'J uppro.1ch to lnterconnectiuo '"" hccn ·• t"o·<tct• ('<•"-.,, I" .t\"l.-lcr.olc '" luun~h uf 
'"hchc:d loc:nl sen·icc,, the Corupan) h.u entered 1111U lfllll ,tl llllcn·unnr~lhlrl ..arr.an~cmcnt' 1h.il .JIIu" rl.)r the 
ttlttllc•hutc C\Chungc or locul tmf11 c .... h the Ill<.., hc\C JtrJngcrncnt' .tllll" I he ( ""'"•"' ... cuntrncn.:c 

•ervicc innnediulcly and I hen "ork 10 optimitc it~ nrmngement• .. ith the II I · I he ( ""'I'•"} ·, I I.FC 

agrccmcnls ttrc now being ~·negounted under Scclton' ~51 Jnd 252 of the I ek,.,m '' t I he .t.tu.ol upcr.ollng 

experience gained through the CQmpan) \ tnlloul 1ntcrconnccuon .>j!rtcntcnh ., .. e, rhc l ""'I'·'"~ .:nttcJI 

l.no,.lcdgc for negoti;uing lonser 1cm1 .rranaement' In .. nne ••'"'· "here ·~•cement un • lon~·terrn 

arrange ment cannot be ~ached. lhc Compan) ntJ) pur>oe bond1ng JlllltrJtton hclure the >tJte utihl) 

commiuions aJ provided under the Telecom Act 1 he CurnpJn\ currtntl) ho~• JrlutoJtllon pn..-cc.Jrn~' pcn.Jrn, 

tn Penns)h~nia and Tennessee ,.,,h Be ll AtlantiC and Hell"wuth. rc'JlC''"tl) 1'-ejtutt.ollun' .ore conttnuon~ 

"''h both parties during the pcndenc) of the nrh&lr.&llun l"'"'ee<lon~> I here'·'" hen,, ·"''"''"•<.It••"•'•'· tho~t 
the Comp•n> "'"be uble to negouute lonacr term rd.lllltn,htp. on lctnt' Jnd .onll&tu>n' \Jtt,fdltu') tu the 

('""'I'·"') . 

T~lc•phun~ Num/Hor$. The Comp.tn)' h~U hccn ulfcn:d tnlerint numhcr purt,ohtlll' .trr.m~emenh h• the 

I LEC in cuch of its mnrkel~. nnd the Com puny alsu i< ClljllljlCtl "'indll•lry nc~o~lllttun•• '" c,r.ohl&'h t>erttt.ancttl 

number ronubiht)'. N umber ron:~.hilil)' nrrunjlcmcnh "'II """" II I l """'""" '" tct ,un thcu tclcr>ht>n< 
nuntl>cr. \\lien c hnnging locnl cxch.onge servocc c.oruer,, In .ttloln"'"· ohc luttlp.on) h ... l-.·crt ,,u, .... ,tcd multtplc 

hluch uf 10.000 telephone numbers for CJdt or "' lcn ne,\Ce. \ \ J>htnphtn, l'enn,•h.lnl.t. Ohtu. l l tJh. 

C\3dJ, Cnlifom•• and Illinois net ... orks, nnd h3~ •rphcll r. r \U<h nuanhct>'" "•" ' ... . . r ... u•t '" ·"'''ll"'"ll 

nc" numhcrs 10 ils cu.slomcN. These numhcJ'\. Lnu"n .~, N "\X nuiiii'C'h .uc 1hc tu ' l 1hrcc.· ~.hpth ••f .• 
cu,h!mer'• K•cn dijtll local phone numhcr In u.h ttl thc..c '""'·'he \\ "tulh t .... lcd '"'"the I '""' 
I whllnJtc Hnullnl! Gu1dc or LI:RCi , "h"h on.uuu' ILH~ ' .ond uthcr •. moe" h• \Cttd .c •• oil u•ong • 

I.X lllt-. K NXX to the :.ppropnute NI-'<TLIN ioo. >"th:h. fur dch'<l') tu the' ' \II I loo. '"'htntcr 

SS7 f>oint C'odrs For each or the Cump.tn• ·, '" IIcht,. 1hc Comp,on\ lt ... t..,, ... ·'"'~"'''' I'•""' < ,,J,., f,, 
U\(: \4Ith the :edvunccd s.ignaling S')""lcm ~"''"" ·'' ""' ~lu~h ., d. ~ft.JI .. HC ,., ' uul uf ''·"''' \,t1IUIIIUhh • • l1hJrh 

.. hunnrl u\Cd hc1"ccn tc:lccommun•c•••nm' ".uncr' IH '-tl ur • .uuJ ~,muollmll h. ''" .ultii'CI"ccn nctv.ml ' The 

( '""'"'"> ha• de'lt~ned It• net .. orl. to full) ullh/C SS7 "i!n.tllnl!. "lll~h intpltl\e\ ••• II r/1 .. (>\101( tome' Jnd 

r rcc. cap.tCtl) for \ Oiec. d31a. und ••tdco tmn>tn iUtOn\ Tite Cump:tn) h.l\ cnlcrctl tntu ·'" ··~··••nent '"'h •• 

I~ 
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national SS7 service proVldcr that -.oil ullo" the (omp•n) 111 ullhte SS7 ''~n•hnl' 111 II> current •n-1 ne-. 

markets na1oon-.1de. 

R~eu lator) O~tolrw 

(),.,,.,;,.. 
1 he CompJny's $Crvices ""' subjecl to ''•"}'"1!1 degree> uf feo.lcml. >1111< •nd !oc.ol rcjlulallon. I he FCC 

genenlly exerclSCJ jurisdictoon o•cr the facohllc> or. and .co ICC> oiTcred by. lclccomrnunocation> common 

c•mer> that provide intennale or tnlem;uoUllal .urnmunic:.toon> The >I.Jie rcgul•lu'} """'"""'""' rel•on 

JUrl'dtCIIOR u~cr lhc aamc ra~:ililiCJ Wid Kr'l~~ IO the <Alent the) nn: u.ctllu pro\lde IRird>U!c ..... ununllJ• 

lions Local governments sometimes impose fronclu•c or 1..-e"''"ll <«1uucnoenl\ un """' C\doan~c .ond other 

came~ and rcguiJite street opening and ron>truclonn •clovllle> 

I he Tcle<•>lll ACI impo:te.; on I LI:Cs ccruan ontcrconnccllun obhg.lllun> th.ll, !.oLen h~ethcr, grant 

cmiii'ICIIII•e cntmnts $UCh as the Comp:ony wh111 i; cummunl) rrfcnell "' "' "cn·c,oruer ••uru> .. In udlluoon. 

the 1 clccom Act gcncmlly prccmplll ~late or h-.c11l legul reljuorconent• t~IJt l"''htllll ur h••e the elf eel of 

prohobotrng any entity from providtna tdccomnlunocahun > "'"''' 'The 1 c lccom ' ' '' ·'"""' >l>le rcguiJIOI) 

.outhunhc• hl continue to 1mposc compo:llll•cl) ncutr.~l rcqu1remcnl< o.IC>I.(!ncll IU promote unl\e~l .cr>o.-c. 

prulc;-~1 public S.llet) and ,.cJfure, lllU,.,tUIR qu~hl) of ..:1\ICC und safeguJrll the nght> uf con•unter> The 

I clnom t\ct ubo prescoc• the ability of Jlatc and locul auth•mlic> Ill munuj(e und re<juore comrcn>.ollon lur 

the ""'of public righls~f·IU)' by ltlecommunt<' uun) pro11dcn mdudmJI .urupctlllll' "' the ILL<' on 1hc 

1.,...~1 marLct . 

11 " .on11dr.1tell thai cv·curner JtJIU> .1ml I he preemr1ion of 'tate unll lu...•l rmh1b1110n.> on cnll} .:ouhl 

fl<llllil the Cump>n) 10 become a full s.crvloc pro•idcr of ~-.nched lelc~ommunkation> .er>ICC\ un}-.herc 1n 

I he Un11eo.l Slates. The follo"tng table summarircs the onlert'onnecllon nghh granlcd h) I he Tclcwm A.:tthJI 

Jrc IIIII\ I imponant to the achievemenl or thiS goal and I he Comp.ln} ·, hchcf ., IO I he .onll<lpaled ciTe, I .,f I he 

nc" requirement~. If properly implemcmell. 

lnl trlnnncctron 

I 11\..tl I.•"'P Unhundhng 

Jllurnber 11ort.lbtlily 

tlnlohloo 

l:ll1c1ent nct,.orL lnterconneClu>n 
to trnn~fcr cull• bod. unll fonh 
bct,.ccn ILEC• nnd comr>clilile 
ncl-.orl.s (indudong '.Ill. 0~. 
dirc:ttOI)' a.»i•l.once. etc 1 
Alto,., compcllloD to .clc.ll•cl> 
gain ucces.s to I LI:.C "ire> "h1ch 
connecl ILI!C ccnlrul ollkc> ""h 
cuJiurncr prtmi\C'\ 
M Jndatu reciprocal 
o:ompcru.~llon for lo.:al trufh~ 
uchan11e bel\\cen ILt:C. und 
COnliiCIIIOIS 
Allo,.s CU>tomcr> to change local 
carriell -.11houl ~hanging 
n"mbcrs: 1rue ponnbillt) allu-.s 
incoming cJIIs to be routed 
directly 10 a compe1hor I nterlrn 
pon;bllity llllo-.s mrom1ng c•ll• 
10 be routed throuJh the fl I (' "' 
.1 comrc:lhor at the c-.''"'-'""'" 
CtiU I\ UIC'rH ol U\lf."i 1"-Ht.thHU~ 

M.on.Jatu lllllJinlllenl of nc-. 
telephone: numbcn to compctlll•e 
lcleeommunic.-•tioos pro\lder\ 
customcll 

I J 

Aolhi ~~~ • • .., 

Allu-., a CLL<. to ><r>o.c Jnd 
lenlllnJte c.olh tu •nd rrum 
~II•IUrnn~ runntc tcd 111 uthcr 
ntl"or1~ 

Kcducc• lhe (JJ'IIJI ""'" uf J 
( I I C 1u 'Cf\(' "u'huntr~ nut 
~tucd1) ..:'mnc~IC'd h-' th nct~Aur~~ 

lml'""" thr ( ' I H ."\ m.r1un• fl>r 
lo•:•l -cr>ICc 

A.llu\4> CU>hllnCI' Ill '" 1td1 to U 

CLI!C> locJ! $CI\Kc ,.llhout 
ch•ng1ng ;thunc number> 

Alto-., CLcc·, tu pro•llle 
telephone number> 1<t ne-. 
l.:U\Curncf") on the umc h.a\h "'' 
lhr ILI::C 
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and ulhcr unbundled I ttl' ncl,.urL clcrncnl>. I hot rloc u-c nl l ol•l l lcnocno I ""It l< un l n~rcroocnr.ol ( '"'' 

( .. TI;LRIC .. I on rhc rn~~"ll of rhc-c unhundlcd "''""'L clconcn". '"I '""·'~' drl .wll rr" '' rn•<• 1111 

unbundled I<><:JI lour> on c~~h •I~IC. I• I nouluul '""'J'C"'-"'"" rr•"> ' ·'"' lur lermon.oloun <~I II I ( II I I ( 

lcxJI ,•,oil> and (VI) the •bilh) uf Cl.l:l • und urhcr onlcrwnncchon h <IJ'I onh• ~"''"""' ••I '"""•onnc.lo.on 

agrccmcnb ncgori~lcd h) lhc II I ( ' IOOih olhcr I'·'""' on~"'"'' r ... ucd "·''"'" ' "' .o " ro. l .ond .h ... ,., .. , 

ba.m . Sec bclo" for a <lo..:·a»tun uf I he L o~tlllh Corcuolloaun uf Arpc.ol• de''''"" on•.olod•lon~t " " "'" "'~"''' 

or lh i· order. 

On ,\Ia) 8. 1997, I he l l t rclca-cd an md<O <•l•hll\luns .o \lgntl"·'"'') c.r.ondcd fed<O.ol lclcco>ntooou · 

nkaltOn~ >ubsid) regime l'ur c• urnrlc. lhc I ( (' <•luhlo•hcd "'" .uh•tdoc• fur -cno,e• l""'"lc'l too 'l"•hl\ln)t 

.chooh and lohr.arie. """an .lnnuJI ~"I'"' S12~ holloun Jnd (m ""'"' rroo\liln l loo rurJI he.ohh '·"' plot\ltiCO• 

"ilh un unnu.ol cur ,,f S41)() oooolloun. 1hc I ( ( •I-.• c•p•ndcd I he fcdcr.ol wh•o.hc• too lu" ooo.uoooe uon.uro.:r• 

l'm\•1dcr) of •ntcrsuuc tclccmnmunh:ullun' ..Cf\tCCl. \UCh ~.U the ( umpdn~ . ·*' ""'' ... , '"crt..a1n uthtr cnttllc,, 

mustpJ) for''""" I'Nfl'll01> l he Comp.an) •• >hJrc uf the .chcx.t..IJbrJroe• Jnd rur•l hc•llh c.~rc fund• .. ,u t.c 

based on lb \hare of lht hJIJI andU\tl) tC'I":mnrnunh . .&IIOn' ...Cf\tt.."'C' .1nt.l t..crt ~un tldtnc•f IC'Ict..unmHtnh .• ttl"n' 

end u~r rc,cnuc~ The t \m1r.1M ·, \h~lfC' of .• 11 Hlftcr ftdrr.-1 \Uhllul\ lurhl ,. ~•It he h .• ,c. t "'' th ... tt.u ... "' I he 

ll>lt~l •ncr"l..alt" trlce..muuunlt...alk•n' ""'"' h.c ..1mt ~o.crt .un -.Jtoflncf.J ldct..,HiiiUuntt.. .. thun,. cml U'-Cf '"''CfiUC' I he 

1..0111 11,011) onlen•l• hi nt.ol e all .uh•Od) r•> """'' ICljUOICd ll\ IJI' In I he " ·'> ll oordcr, I he I ( ( .,, ... onn<>un•c•l 

1hu1 il "ill \OOn 11:\1\C II• rule• lor luh•l<llllnll " '"'' l'""hlc<l '" '"t"urooc" mloo11h , .. ,t ,., ,,,, 'oc•cr•l ~'-""'' 

h••e Jflp<Jkd the M•) H ,.n~c, Su~h •rroc•l• hJ•c hccn "'"'"lodJI<d .ond , ,,n.feored '" rhe l ""''' o;'""' 
Coun uf 1\ppcah for lhe I ohh ( orcull .. here I he~ .ore ,u,entl> llCn<lonv In JIJ\Iotoun. "" Juh I 1'1'1- \(\CfJI 

I LEt'< lolcd • rcrir lun foo •Ill) ool rhc M11> 8 1111lcr '"th the I t (.. llo.ot roctnootn ' ' ''"" rcnJon~ 

In J romhtn<d Rcpon and Order ., ..J l'o utKc ul l'roru;c.J KulcOToJ~on~ rclcJ>Cd "n l>c,enoltcr ~~. IY'IIo. 

the FCC mudc chlngc~ un<J J!NJ!O•cd fu11hcr doang<> on lhe lnlcl\l.ll c .o<•e" "'·"!!' ••ru•lurc In ohc l<ef">ll 

and OttJcr. the FCC I'COW\cd ~'·"~•lon~o u·n It I c,· ahthl\ lu ln~Acr .ll.t..C''" ,,ri\Cio .uuJ 1\.•lt\C'~tlhc I C~ul .tlllllt 

of nc"' ' "'llchct.l XCC''"' "Cf\'lt..~' tn thtl\of nurL.rh "'-here lhrrc .ue dthcr phnulch HI """<'"'" ~""·""' It tlu .. 

im:rcu~c'J pnc1n,.; rlc \lbllll) ,,. nul ctlc~oh\oCI) llh•ruh.l~tl ht. fcdtr.1l r c~ul.•tm,, 1t t..tiUid h,t\C: ·• nM1\'fl,ll .uhcr'C' 

cffccl un the t'oroop.n) '• Jlollll) hl <'liiiiJ'CIC In pill• odlnJ oo11e"l•tc JCC<~> """ occ• On MJI I h. I '1'17. the I ( l 

rclc~d an order """"8 ns ••~•s o:hargc r.lle •lruo:lurc I he ne" rule' •uhtl•ntt•ll' on'"·'"' the'" '" th•l 

IL E<:. >Uhjccl hl the FCC'· rncc ···r rule• ("pncc cup I H ' l rCI:II\Cr lhruu~h nouoothh. "" •lr,olh. •Cn\110\C 

ucce.s' ch . .r~c~ und sub,lunlhall) ~Crt-U\C' the CO\h lh.a1 prt~C ~.IJ' I l ( 'rC\.11\(r lhfou~h ll,llhl. '\Cthlll\(' olt.'\.C:\.\ 

charg<> In 1hc Ma) 16 order. the I ( ( Jhu annuunl.'cd II• Jll•n 10 hnn11 onlc"IJie ""c" r•te lc•cl• mvrc on 

line ""h cost . The plan "'" ondoodc rulu lu he e•l.ohll\he•l \41nt<luooc th" lcJr llo.ot II'·'"' pmc '·'I' I I ( , 

incrtJ.Cd pricons Ocxibolol) UJ'UO deonOnJir~liuoh of oncrcJ-cJ C<lntJ>CIOioun f•ll J'"ICIIIOJI Cotlllll<lothHOI on 

rclclanl mar~CI< The OIJnn<r '" "hoch the I ( ( omrlcnocnh tho• Jl'f'DYlh , .. ~'""'"ll ...... .lw~e lc•cl· 

\\ ill h.n ( U Ohllcn.tJ dfct..l urt thr ( UIHJ"olft) ·,, ubllll} Hl ~UII1pCIC' In f'h1\ U.Jifl~ IIUC'ht.IIC .IHC\\. \.('1\ h ,. "' ' (\ C'l.ll 

I"'"'" hu•c .orrculcd theM,,. lh uollcr I hu-e UJ'I><•Io IHHc l>ecoo cuoo-.olod.otcd .ooHitt.on•lcroulloo the I 'nllcd 

~laiC-> <.oun of ;\ppeal> fur the I IJhlh lo~ull 10hcrc the) Joe currcnll) rcndonr 

A< r :orl ur h. overall phon holu>~CI lrotcr>IDIC .oCCC\\ rnlc•. lhe H ( ool ... rclc.l\c• l .oro oorJ·· · "" M.ll !I. 

1997, on "hich rhc FCC rcn«d ''' rme ••I' rule• In the ooodcr. the I ( < on.oc.o>Col the .,., .,. ll«t \ ·I•''"' 

( the f'CR:ent:agc b) \Ahtc h J'Ot....'"C' \.tAJ' ll (. ) 111U\I fu"'er their tnler,1 .11C ..lt..t..C'" \ h.u~c"' C'\t"f\ )C.af ncl uf 1nf1.1U\tO 

und c\Ugcnou' ~OSI lncrcu<c•) uooll oooudc II unofuoooo roor ullpm·c .·up I I l ' I he ""'"' oo( thc•c rule, h.ooo~e· 

"ill be borh a On<·lime o•cDII Icducllon on pnce c.aro ILl ( ontc~t•tc ·'""" d••rr<• Jnd .on on•rc•-c "' rhe 

rJic .11 "hich those chArse.• "'II he reduced on the rururc ~.e,er•l J"'r11c• h"'' ·'l'r<·•lcJ rhe ''·" 11 ur.Jcr 

Tho;c uppc:olo "'" cun•ulldnlcd uoool llnn•lcrr<~l ho the IJnolc•l St.ole• < '"" ' ot ''1'1"'·''' lou th e I c11 1h I "' oooo 

The) hJ\C been w~quenll) 11.1n•lcrrcd ho lhc llnoocd 'ii Jtc• ( uun • r Al'l"'"'' luo I he ilhlood "' ( uluooo~oJ 

"here lhe) arc lUf'Knll) rcntlonjt 

On J anuary 2. 1997, Aroocnlc~h uf Mocloojtun IIC~amc the 111'\l KilO(' loo •'PI''> looo "" tlooooH IIIIOOnuuc on · 

region tnlerlATA .\Cf\11.-c pur.u~n110 Sc.11un 171 or lh<' l cl<lolno Acl ' I he •l'f'l"·'"''" "•• <'ltl~olo•"n .on•l 

rcfilcd on Ma~ .l l, J4J<H. Ttuu 41f'fllu .• tUPn ""' ·'"' dcntcet un \ UJCU't I''· 1~17 In •len~"'" thr ·•Pr'h"'..atMn I he I \ t 

e't.t\lll\hr•f \f'C'~'tU,• .10\J !iiUhtlolfiiiUI -.:riiCIIU lhJI fiiiUI ht III C' t hclwc luhHC' ~Ct..IIOII ~ 7 1 Upph,·.l thtll"' \\Ill I ~· 

~rJnlcll 

I ~ 



• • 
On Apnl II . 19'17. SBC Commun"~1111n• In, f" '\ 11("''1 ~prf><•lh• the- II I '"' '"'"""" '" l"""<k 

ln·rCtflt'" mtrri .ATt\ ~nice m thr ''·''~ ul t H. l.ehnm 1 ( tu ' •Htc :b. 1'~'~ 1. the t c t tCIC'.J\('-.t •• n un.ltr "C'JC'I.IIng 

'\ Ill , .11'1''""""" "" 1h~ Mr"""'h 1h ol "'" h•.t nul .Jemon>IFJied etlher lhJI !>II( h•.t entered tnlo ~n 

·'1'1'""•" unen:onnecllon •grccntenl "''h ~ l.><thlte>·h.uc:d CLI:C or 1h~1 "" ( I 1· (. h•.t re'luc.>telltnlcn.un· 

nccllon as of the slalulory dcadlme. On Jul) l, 19'17, Slit hied an aprc.•l of I he June !<• uHicr """ lhc l ' n•lcd 

Stales Coun of Appeals forlhe Dt>ln•l of Columb•• On II! Jn:h 20. 1'1'1~. the ( uun of 1\ppc.tl> uphcld the 

FCC'' order. 

In Seplcmber nntl No•·ember I'J97, UeiiSuulh c .. .,..r•lmn (" lkiiSuuth" t ltlcd "Jll'h•··•lto>"' fur ~ulhun· 

1ntion lu pro•·ide in-region inlcri. ATA """'Ice 1n lhe >laic> of Suu lh t'awhn.1 .tn.t l.oUI\I.tmt On Dc.:cm· 

ber ~~. 1'197 Jnd Februal") 4. I'J9ll. rc•rcctllcl). the I CC rclea.c:d orde,.,. rcJe<lln!t lleiiSuuth' • •rrh.:Jiton• 

"hich conclude lhnt Bc11South hud not )el .JcmonslrJie.J that it gcner:~ll) ullerell u•h olthe Hem' of the 

\'Untrtlitlvc chcckli>l )CI funh in lhc Telecom Act. On J nnu.tl") IJ. 1998. llciiSnulh lllcJ an .tppcal fllr lhc 

December 2-1. 1997 ruling "' ith the United Sl.olc• r>mncl C'oun of Afli'C.tl• f111 the l>html uf ( ulumbt.t Tho~l 

•PPCJI i' currently pending 

The Cump;~n) nnlidp;ll<• th•l RUOCl "'II •••nttnuc lu .af'PI) fur .tulhunl) lu rro\lde tn·rcttton 

lnlerLA 1" >ervico '" markets "here I he (.'urnr•n> urcrJIC~ or piJn> lu ore rate I he ( ""'!"'") Jl\\1 e\pct:t• 

that the I CC ,.ill initiJic a number of Qddollonal rro.eedontt>. on 111 o"n tnllo.tll•e •• nd ,,. ~ re•ullof rc'lu<•IS 
from CLLCs Jn.J others. a. a rcsull uf the f cln<~no 1\cl Whole I he b~hth ( ,.,.,,,., rc.enl .lcct\lun on the 

nppc.tl of I he August 8. 1996 order It mil• the 1· ('(", Jomdocllun u•e• the h .. d """'"''"'"" """'"""'of the 
TciC\'Unt 1\ <l. •uch proceeding• ma) nonc· helc>• further Jefinc .1nd <on•true lhe Tclc.uorl A~t'> 1crn1> 

Cmm tJ/ Apf"IIU 0«/.s/oll 

Varit•U> pJrli«. includinp 11.1· ('• ~ntl •t.llc I'IJ ( •. hlnl ••rpc~l• ''' the I ( \ ', ""t'"'' ~ . I''% ur.lco '" 
\,Uiou' . , s Cuurb of ApJlCUI, und 'C\Cfltl r.uuc:' f'CCIIIuncll lhr I ( l .uul •he ..:uu rh IU 'I ..I) lh(' cl1ccti\CftCU 

ul the H ('', rule• tncludcd tn the I CC"J orller. pcndon11 J ruhn8 on the ~ppcal• M.on) uf the ·•r<><~" "ere 

conwhdJied •nd tr:IJUferrcd 10 the United SIJie> Court of Arrc~l• for the I o~hth ( or.u11 On Juh Ill. 1997, 

lhc l:ighlh Ctrcun o•1:numcd the rnctn!l rule. e>l.tblllhed tn the Au~tu•t !< l'l<lto ,ntler e••ert thu.c 

Jpphcablc 10 commcmal mobolc r.1doo >ent.c f!I\I\I.Jc" I he I ·~hth <.•n-ull heiJ th•t . tn gcncr.ol. I he ~((.' 

dues nul ha•e junldtcllon u•cr rnce1 for tnlcn:onnecllon, re<Jic. lc.>.-cd unhundlcd nCI"'"~ clemenh Jnd 

lrJiltc lcrnnnatlon. The Etghlh Corcull aho o•enumed I he 1· ('(", -poe~ .ond cho••-c" rule• ,,, "<II ., <erl~tn 
other I'CC rules implcmenlong the Tclc.·om Act's lo.:JI •ompcllhun pru•htun> In JJJthon. I he I ·~hlh C.tn:un 

dect<OOn •ubslanlialty lirni1• th~ lTC• aulhufll) 1<1 cnfun:e 1hc lu..ol .:umpciiiH>n """'"""' uf lhe Tclc.'UOI 

Act 

On O~tuhcr 14, 1997. lhc Eighth C trcoil ••ncnlcd !he F< '(", rule pruhthlltng II E(' ftum liCp.ll~ ling 

unbundled network elcmcniJ 1ha1 nrc ttlrcad) curnhtned. e .-.cpl ,11 the reque•l of ( 1.1.( • In .tJ<hllon, under 

1hc dcci!lon. ILECs arc nol required tu recumbone unbumllcd ""'""'~ dement•. hoi mu•l m•~e "'~h 

dcmcnl> avnilnhle for Cl.l!C• lu rccomhtne <JII lhctr '""' 

On Janual") 22. 1998. ohc Etghlh (.'u cult t>Jucd a ""' o' rn•ndJIIIU• •>llleunp ohe I (.'( hi fullu" 1he 

<:oun'• Jul) 19'17 dccwon in addrcSJin8 <:en•1n pnctng 1>\Ue''" the "'"IC ' t uf H IIOl 'iedton !71 on·r<RtOn 
tnlerl A TA entry dpplicatiotU 

On Janu:ll) 26, 19'18. the ntlcd Sl>lc• ~uprcrnc ( <IUrl ~11rccd 111 hc.u <hJIIcnjln h>lhc I tiJhlh ( u.un'• 

Jul) I H. 1'1'17 Jnll October 14. 1'1'17 de""""' I he <.uurl h~ .agreed lu re.,e,. ~II ''-'U<' r.t>eJ h> lhc 
go•ernmenl. I he RBOCs. and compclllon. The-e tncludc "hclhcr the f( { ho; aulhnrtl\ It) 10 ><:I pn«• th.n 

ILI!Cs charge C LECs for access 10 IOC'.tl n<l,.orb. (II) w requ1re ILLC• hi ~lk>" ( I I C ''" u~t '"""''""' .. t 
C.\1\lmg intc:rconnc.clion ngrecmcnl'C In lhc~r uv.n up:rccmC'nh . .n.t (mJ ht ""'c Ill ( " h• ••Iter c'"''"J 
t.."(tmtun!tllnn\ ur unhundiC'd OCIV.\U .. clcmcnh ncc:tJc,f ht pru\1\Jc lt..:.tl ~niCe Uct.:otU\( ttu: t tHHI "'11 hc;u the 
,.,,U\4tli,lalctl ... ·,uc" an lh nc~t lrun "h1ch hctcln' an <A.tu·hcr . .e tlc~istun '' 0\)1 C'I'C'-IctJ unltl nt\1 )C'-'r 

II> 



• • 
In the: Jhon tcm1 the Com~ny hcltc'c' tiM I th( t I)!IHh ( •rulllllc, '''""' "'•II "''' "·""' .• nMIC'tt.-1 ,Ill""''"' 

clfecl un h. hcc.11.1~c the C'uutlt!tn\ ~drt,hh h ..... llih:u.unncdiuu uwtc.-utruh Ht plar..c, ut C\I"C'h to hu\c 'th.h 

~tS1JC'C'tUC'Ilh tn 1'1•1\.C', Ulllkl tht JUU\1\hln\ 1tl lhC' l l (. 'ttuJcr .mt.f the 1 ciC\.OIU t\ \ 1 \o\ht.:h \o\CrC nut tn\ .JIHJ.ttctl 

b) th~ (.'oun Th~ tlc.~t~n doc> not dcl.t} th~ unplcm<nt.ttoon ur th: T~lc.:ont 1\<t h> th~ fl-'<11~• .tnd b• th~ 

state PUCs. but rothcr cltmtnat:s th~ gutdJil.e on pnctoj: .tnd "'"'' fa•11rcd n,tloun """'eduoc• ·""ell •• o>tltu 

i.uucs thJI the FCC lk>Ul\hl to provide to p.trtoc• and the •IJIC I'UCs 

In t h~ lung temt. th~ ~ighth Circuit'~ dcci•iun• lllJ~<' tl mu1~ hl cl} th.ll the rule• ll"'~rnong l<.:.tl 

compctotoon "ill \1111)' rrorn Sl•le 10 >I.IIC, Most •late• h ... ~ ulrcad) hc~un In ~····hlt,lo oulc• rur ''"·' ' 

compctollon that arc con>i$lenl "'"" lhe I ( (' rule• oHrtum~d h) the l t~thth ( ,;,ull II .t f'otl•h"'" l ur •t.otc 

rcgululton~ \< ere 10 de •clop, 11 could oncrc.t\C 1h~ ('untp.tn• \ "'''' .,r r~~tuiJhtn wmplun,~ .ond •ould 111J~c 

compcllll•~ enuy in .omc lllJt~cb 11101c <.hlll\ult .tnd c\pcn•t•e th•n tn ulh~" 

The tompany eApcch lh.ol a. 11 oll~r. luc•l ndt.•n~tc .ond olh~r onlt.I>IJI~ \Cf\o.:~• trt .on tn.:r<J•tnp 

number or Slates, II ,.,II be >Ub)CCIIO dorc•l •Idle pubhc Ullhl) utmnll>>t<>n ("I'l l( ltCj!UIJih>n on 111\hl. tl nul 

~II. such >lule<. In 31UI~• " h~re the Cuont'·'"> tlc>Otc• '" ''"'~' "' \Cf'\t~~·. lhe l oottp.tn) IIIJ) 1..: r~t~utr~d h> 

obuun .tulhunution rrom the nppropnatc Mole comm"'mn. ondudtng C~rtthCJII\ln .. , • (I I· ( 0 In all \l.tle• 

whor~ the Company is opc rulional and cenilic.tliun a.• a ('J.I, ( '' cutTcnll) rcqut~d. the t'omr.tn) \ t!pcr•ton~ 

subsidianu nrc ccnifkal~d. In lhO>e m:u~eh "l;~rc tne Cuonr.on) .onllctp.tlc• l.oundun~ "'" "~' on 19'1W. 11 

ha> fCCCiled Or applied ror \UCh CCrttltCJIIO' 

In 111~1 \IUIO. lhc Cuntpan) IS rcqutrcd ltl ftlc l.m!T· '" prtc~ II>IS -clltnr; rorth the ·~tnt\, \llndouun• Jnd 

price~ ror \Cf'\ic~· "htch urc clussified "' in ltii\IUIC. I n"'"'~·····~·. the Curnp.ony'> ••• nrr •• on"'' •• r.tngc ,,, 

prices for J'drticulur Krviccs. and in other•. >Uch price• c.on he \CI " " ''" ondl\ tdu.tl ""''"'"" "·""· 'I he 

Compan) is nol <object 1u price c:op or tu r.tlc u( rctum rcjtu l.t ll\111 in·"'> •<.lie 111 "hido 11 cuoocnth pru"d<• 

scoicC'' 

As nol~d abo•c • .u a r~•uh or I he Jul) IK, 1997 ltghlh Ctrcull de•nwn. l'l;( > h••~ .on c•~n no<~~e 

sig.nificanl rc~ponsibilily in lmplcm~nling th~ Telc<'um Act SpccthcJII). the •1•1<• hu•~ Juthllrtl• hl e•IJbh•h 

i nl~rconnccuon pncing. mcludin~t unbundled loop ch.,ge•. rectproo:o I ~umrcn•.llmn .ond "hulr•.ol< l"'""lt 

The >lUI~> ar~ also charg~d under th~ 1 clccum Acl ""h "'~1\Cctng the .tti!IIIJIIun pn .. c•• fuo r~-.oh on~ 

interconncclton negollllllOn dt>pute> bci~Aeen CLI.:t's •nd the I LI.:C ' · I he I de cum <\.:1 ,,n., .. , •t.llc 

regulatol') au1horitic:s to conlonu~ to '"'P'X" cumpciiii\'C'I) ncutrJI rcqutrcm~nl• dc•ogned 111 rrumut~ unucr-..1 

sef\tCe, prolcCI public Soltfcty Jnd "clr.trc. m,untJin ljUJhl) ol ·~n•.:c •nd •.tlqtuJrd the n~lll• ul <••n•umcl" 

l.txul Gorrrnm~nr AllthtJrl:.~~tlollt 

In ~~nain locJiiun>, lh~ Cutllf>.tn) i• r~qutre~lto obtJtn ''"'·'' fr.tncbt>C\, hl<n\C• '" utlttr t>f'Cr.tllnj: rtj:lll• 

and strcel opcntng and con.1rucuon pcrmll• lotn>t.tll, nr.tnd ,ond u~r.tte th hhcr"'~''" net""'~' ' " .. >me ul 

the 2rc.u "h~r~ 1hc Comp.~n) pro•·ides ncl.,.or~ tcf'\tce-.th~ < ''"''"'">\ •ub•"lo•r«• r·" to.~n,. "' lr.tndt~...: 

fcc) b:&.~cd on II pen:c:n10gc: nr gru-u f('\COU Cl\ ur un .. rcr llnt'tlf ftl4tt h.l\1' I here I'\ lh) ,1\ ... UI.UI\.( lh..tl ~crl.un 

citit\ th:tl du 1101 CUrTCntl) lnt(kl\C rce> "Ill nut Oiecl IU IIIIJl'l'< •uCh rc~' tn the IUI UI\', nur 1\ there ,10) 

:OS>urun.:c thut. (ollu .. ina lhe cxpirution ol c.i<lo ng fmnchi..:•. rrc, .. ;n reniJin lll thcor .ur~nl lc•cl' Under 

the Tclecont Ac.-t. state and IOClllgo•cmmenl• rct.ttn the nght 111 m.Jn.og~ •he I'Uhlt' nyht•·•ol·"·" .tn•l h> 

rcqu•rc fair ;and rc..&loOnoablc cuntpcnsatton (rum tclc'-"''mmunu.:.o~IHJn' rru,•dcr' ''"..a "'-'111J'CIItt\th ncuu..al .anti 

nondo•Crtllllnllhll) b,UI\, ror U\C ur puhlo< rtghi\•Ur•IAJ) 

If olD) of lh~ Comrt.tn) •• CXI>Iing fr•n•ht\C or ltcen'IC oljlre~tnCnl> "~r~ tcrnun.oted prnu ... "' e\l""''""n 

dale and I he Company .. ~ .. ror«d to I'Cntlt\e II> fiber rrum th~ •lrccts or .tb.tn<lun II\ n~l'""l II\ pl.occ. •Udl 

temtinntion ~AOuld hn•e .t ntutcrinl nd~er..: cflcct on the ( "lllfl.ln) ·, >UII\odt.tr) 111 that ,uc.o unol "'""' h,,., .. 1 

m;a.tcnJI otd\tn.t effect on lhc Comp..tn\ I he Ct>M1J\ . .tn\ ~hC'C\ 1h:.t the J'fU\hhUh "'the l cJc"''"' \ \1 

harrtn~ '' ~etc HntJ local rcquucmcnh th:H prutuhtl or h.a,c a he clf(d nf rrohthfltntc ·'"' cntu\ hum r''-'' lthnt= 

tdc\.••tiHnunu.:.Hton' '\CniC'c 'houhl he c.:on,uunl h•llfl\11 .tn\ tU\.h ~•'- tmn ltU\1\C\Cf. lhcrc ""'"he nu .1~\Ur.tnt.c 
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• • 
compelllo~ ha•e linJncial. personnel and other rc\0\II"CQ.. ot~.lwllonJ n.mc rccot~nohon. "Jinlh••ftll} )!rt!~trr 

thun th<hC or the Comp.ln). 

The Comp.tn) ~lw competes -.oth long d"'""'e ... ~me" '" the prll\l>ion uf lon11 dht~n•e .en o.c~ 

Although the IOnJt durance marke t u dominated b) f'''" Ill~"" I:Urii i'CIIIOD. A r&l . o\1( I. Spnnl .tnd 

WortdCom. hundred, of other ~:om panics aho co'tlpcte on the "'"~ d"tun.c m•r~etpl•cc 

\\'tth rrspect to thr Comp.my·s cnhanocd communtc.slh.\4\lio 'C'r'\1\.C utl cnn,_-.. C'.u:h '' ~UhJC"' tt• "'"IHJ'<It· 

lion_ For rumple. there :arc ~•cr:al competoton rh~t offer 1\ It •cr"'"''· •uch .u (.~II lntcrJ\11\c . "hodo ohc 

Compan) bclic\'eS focuses its sale• ciTons on l:orgc •olumc I\ It •cr\l,c U>cn Another cumpclllur, Tdcmedo.&, 

"hich i< o"ned by Sprinl, alw offers •ignificanl c.oll •·olun1c ••1'-•dt) . With rc•pccl In M11~il Numhcr. the 

C •'"'J'·'"' \ \HilMI -.-.uunwniCJIInn' l'Cnlcr. I here .trc numcn..,, \ ''mf'clttnr' "'''h f,'"'h" 1 ntlrnn)f' 1h.n '"' lutk 

~m~c ur ,,II ul thr \CI\ tee~ \)IIC'tcll h) ~t .. l''" Numhct 

l'urcha.ln~ 1nd Ulmlhution 

\\'nh respect to lhc Comf".ln>'> fiber oplte n<l•'lrl.c •h"h ,.,n,lllUle rhc <.ump.tn,·, """' •i~tnoto.~nt 

cupitul iii\'CSimcnt,, the Compnny hn. ocntcred inlo gener~t r•mll~·e Ujtrec nocnh \\llh ~C) CljUII'HIIent \Upploc"' 

for fiber and llberopuc lr.aruml;sion equrpmcnt, "ith '"'cl h'l trle<:nrnnoumcauun• '"tlcloc•. url\1 ""'' •other 

>Upplicr. for ••rious other component~ of each S)'>lem Tl\n.c .a,tTcmcnl• pn •1dc the b.nrc fr•noc,. orl under 

-.hich purchase order. for thc•e S)>lCm component\'"" 1\C m.olle The •pcCIIt\ pur.h.I>C\ m.ode ron e.o.h 

nel.,or~ depend upton the .:onl1gur.otion and orhco l~\1"'' tT!Jlcd ou lhc nct"m~ . •uclo "' lhc f""'i"C-'""' 
~u,romrr hlsc .rnllluc.rllon nnd the scnrcc' Jo llc ofTclTII •lltl lhc nrl""'~ · Once rhe-c 'lc'"'""' ~re ,,.,J.:. 
purcba>e orders for rhe ~ppropnale lib.:r and ~Icc led ellu•r•ncnt 1\ poe> •rc pi~ cell under the ~cncr~l purdo.o-c 

.rgrcemcnl>. In connection "llh rhe Compan)s pru• ""'" ul 1\>~~jt d"'""'"e "'" occ•. 11 pur~h•-c• '"""''" .11 

"holcs:Jle rule> fro on long disrnnce camcr. 

A~ of December Jl. 11/97, lhe ( omr.tny cmJIIO)~ 1 , 1~' f'CliJIIc. on,ludon~ full·llnoe •nd p.orHornc 

conplo)<<• The Comp.ony con\lden ot• cmplU)Ce rcl.uoon.• "' 1\C ~·-"' ,;une of lhc emplu)cc• ul rloc Cumr~n• 

"co•ercd h) • ..-ollci.IO\c b.ll)!•rnon~ .&~recrncnl. 

T no dtmtrL~ •nd Tradr l\tmr~. 

The Comp.tn} U\C\ the n.ome ·· I:XTI IN K" •• "' rnnw'\ hu>1nc" n•me In Jut) 1'.1'1~. lhc ( ump.tn• 

hied for federal trudemur~ prulecti<>ro or lht\ morn< ""'' ,.....,,, .. ,1 "' 01Hli~C .. r all•'"·'"~· fmon !he I - ~ l'.llcno 

.ond l r"llcm.tr~ Ollo.c (lhc " 1'1 0"1 on Juh I. 19417 In ,nlolollun. the ( ,or11pan1 h." rcccl\col ,, nuto.< ••I 

,Jtfo-.ancc frulll lh< J' f 0 of II• dO>llnCll\e no~liRjl " \ ~nJ o(! llc<f m.H~> ,t\ prule< ltd lr.toJern.Ul> unoJer 

federJI IJ"· The Cono~n~ from &orne 10 unoc rccc11c• f"C\Ille•t• h• '"""dcr loceO\rn·• •<rl•on p.•lcnl• held I" 

third fMtUC:\ thut rnu) h,t\'C bearing tJn lh IVR .and \lr1u .. l ,,,uununu ... tltun' t.:cnlcr ... cnat..c' I he Curup.1n~ 

cun_,idcf\ ~rtouch rc:4uc't' un thttr mcnl,, hul h.1~ nut tn d.att ~nh.·u:d 1n1n ''"~ 'U'-' h h~ocn'r .t)!h:cmcnl' 

c a"'"''> 
, rdduJJabl.- hu•lllt'H lint'< - In acrordJncc •oth rll\lu•t" pr.><ll•e rhe ( urnr.on• orodu.Jc, on tl• 

c.otcul.noon of :ocru.Jl .ond t:orgctcd 11dd rc".thle bu,onc" hnc• .oll hu•tnc" lon<> current!\ on ·" h\C u\C thr"ul'h 

u"' '-CI"\tC"c: J'lf,l\tdcr 1n c.t~h m . .rlrt .arc.t '" whh.-h she ( '~'I""' h,,, uf f'I.H1' hi hUihJ 11 nct~ntl. 

( '·1/' ''""'I"''""'''U •t'" t•ru•ltlt•rJ 1\ C0111JMn\ thJt 1'4"'"'<'' lh \.U,huncr' v.tth .tn .. tltcrn.tll\~ tu lhc 

ILI!C r ... loc.ll pm.tte hnc and >I'CCI.tl llCCC" lelc..-umnouno.~lk'll\ \CI"\0.(\ 

Co•lliml o//rn•,t 

C I I ( t • '""flt"ltl,. r /ocul r '4 Jwn~r t cJUI«'' 1 

luon "nh !he I U :C 



• • 
t ·, 'tllr~t·r J ltJIII' 1\ rcgu l.tto') 'chcmc uruJcr "lt1d1 I he II L(' '' rc,tutrc"l h, tnh.•pr.uc nc" . \Wnpc.•tul~ 

prtJ\ttlc" ur I()C.\.11 C\dUtnt:;c ).CfVicc ... uch ~·' the ("umJMn~. IMIO the '"h.'IH' HI lf.lllh C\t.h.Wt:<". tnhn·Cdrrtcr 

c.unrcn'-ltH.m. :and Olhcr tntcr·carric:r n:l..altun,fur~ th~•• tiH·.u.h <'""1 .uthiUf I I I t ' tn nhnt JUI1'-'Ih.httn .. 

Cui/U<"UIItm - 1 he ubtlu, of a ( I I ( 'udt "'the ( '""~'-'"' to cunned ''' nel"url tu the II I l ',..-nu.ol 

vtlu.:c' P'h) ''~·•• -..-olflK.'JIH.tn lM.*\.'u~ "ten ·• (. Ll (. pl.u..c' th nct"•H~ to:•'"ncdtHn c4u•rmcn1 tfl\h.k I he: II I ( ' 

~cn tr.ll,•tl • t.'C' V.rtu.tl coll01:a tion ts :sn .thcrn.tii\'C to ph)""'·ll t.:ulhh..ttaun fHit .. tt.~nt h• "hh;h lhc It f t 1"-'l'ttllh 

.t t" l IT to cllnncc l ;,, ncl~<ork 10 the ILI!C• centr.ol ullkc• un coomr.u ,ohk '"'""· c•rn lh"u~h the ( I I ( ·, 

nch•orl "onncction equipment i< not ph-.ic.tll• 1 ... ~1rd tn•tdc the «ntr.ol ••th.:r• 

/)"'4 /lhrr - l lnu-cd hhrr tltro•uFh \\h~Ch nv ltrln '' tr•n•nttucol ll.trl hhrr t• l''"'"lr•l ""h the 

,·u•1•ttncr C\J'<Cicd '" •urpl} the re<jutrrd rlccrrumc• .ond ''II""" 
/J, •4h4alt'J - t ~lccon1munh:auon, l l nc:~ dedec,uc:,l .u rc:,cf"c:d tor u,~ . .- "' ,-,,Ht11oulu ,u,tnmc" .entl 

ch.or~c<l un ,, 0.11. u•u•ll>• rnonlhl). b."i' 

11.\ ·IJ. {)_\'-1. /J.\'.J - The: )tand.trd \lh.UII \.J('-11.'11\ "'""'llh . ..tth .• Ul'- I 4\.h ••llhC'\oC ll.tn,ml,,tnn 'l'nh.C'' ".;" 

he l'h1\1IICiJ IJ<IOj: the ••nte l)]IC of hi>CI opll\: \.thic hut 01fcr dtlf~ICIII l ... niJ .. Idlh lilt tl t• ,.orJ.tl\ I 

d(rcnt11n~ urun the tnt.JI' 1du.al needs \l( I he end u~r \ US·O '' ..t t.kth\.Ht!l "''"' ull th..~t '' ",,u,hkrnl "' meet 

lht,; rcttiHh:rncnb of U\UUI busineq COIUII1UOICUIIUO\, neth lf.ln'm'''lllfl .... p.t .. H\ ,,. ur ,,, r.J Lltut'llh ,,, 

h.ltld\\hJih per M'C:4)fH.I (lh~ll IS. U \'OICC ttrmJc: C\IUI\,11\-t\1 \.lh.UII) fl u' ~f\h.C ollcr' . t h,l,lt,. ltH' l.'ol j'ol\' l h 

J t:di\,tiCtJ \J1~i1aiJinc (ur \'t,\nhCCiinp lr:ICJ'ht,ll~'- l.a\ tu.H.tllnC,, J"<f'••dlloll I.•HHJlUCCf' .lnli••lhcr 1Cfc~ttll111\Uhh,.t• 

thm' <"tJu•rmcnl \ I,, I '' ~• Jugh 'f'CC\i dtiiiJI cercuu I' ,.~.111~ hnl..1n~ lu~h Htlumc l'U\htnt<r J,"~.,llttn' ht 

J,•nt tll\l .mu· ,·.~nacr' or ulhc r cujo1omcr lucat10n'" I ~l'h: •• lh uuluc..J f.u '"h.e u..an'lll'"'.,"' ,, "'ell .!' I he 

101\."h.tlllOC\. lion o( L N,, I>S·I scrucc 'oiC(OnlmodJIC~ lr.tn'""'''"" '1"-'Cth uf ur lu I \,J.J IHCJ!.Ihlh per 

"1-C~orHJ. \\Jm:h llii lhC' C:4UIVUicn1 of 2~ \OICC pradc (l\UI\ ,IICnt \o"lf~o.Uih 1)~ .' \.4,,.1\h.(" jlht\IIIC \ .1 \(f\ tuph 

... ·.•p.u,:il) llr~i1.11 d r-.:ull ""h tmnsrni~,iun cap.u.:it) ,lf -' ~ mt:)t.lhih pc:r ~"·omt. ''hu .. h '' C'tU''·'lcnt 111 ~)\ U' I 

cucurh ,,, tt1'1 'okc J.tr.HJc: Cl(uivo~lent citluih Thl~ 1\ .t th~lloll "'r' rcc u..cd h\ hHI~ Jr,l.tn"t , '""" " IHI .. en11.1l 

vi h..:~ ... umc ... ho~n .. . utt.l I" ·•.nmc: b rsc: t..•t•rnrncn:-ral U"':h In hnL n1UJup1c ' I h.'\ 

ICC I he Unucll S tJlc• Frdcrul l o111111unt Jltun• < <11111111"'"" 

I IJ/)1 "'''"' drur~hlllr'd ololllllllrr}rll r J lla5<'11 unIt her •>rtt<'. I I 1111 " ·' llM imc~.ohu I''" •<"'"'J ''"·'I 

.Hl'~t nt:h'•n~ tc.:hnulu~\ u'cd tu ~onncct \.'UI11J'UIC'n., llfllllCh, .uuJ ''"''~'l.tttou' .11 'Cf' lu~ll 'I'CC\h IIHU '' 

·'"" u-cd .t• lt.<c~hune trdlnooloj;) hl intcl\unnccl o ther I \ N' 

,,, f, nuJ,.. I ~~~ number or route male\ '"''~lied (C'\dUJtn,: JK'Ihhn., Ht,t .• JI.IItun .. ) .• r,, ....... tck .. .-mmu· 

nt<.lllllll' 1'-'lh IIIUfllflhC.J h) the MUnlhet uf III>Cil> •long lh.tl l'•lh. !>ee the Jeltnoltun \II ""toottle ttttk helot" 

II. I( ' 11111 Wlll'lf•IJt /,, t1/ r\chauRc• .,,,~~r} - A C\U1lr'.ll1) lhtll "·'' phu uhnt: h~.tl C\~oh.tn~·t: '('f\h,'C J'fhlf 

In tit< <ttlrl ••I the {"I 1· (", 

J.,l'ifll l ,,Jram:c· - t\ F"''~r.arhu; .trc,t.Jc:lcrnunct! h\ the .tJlpiOI'II.th: ,l,lh: fc. .. ~ul.•t"'' .tu thPnh an "tu"h 

.:.oil• ~cncr.tlfl .ore tr•n•mtllrd "11huut h>ll ,·h·r~e· '" the <•lltn)! '" ,Jitell I'·"'' 
l1111 \ n dc.·ttl\:.ol J>.tlh hc:l\\<CO .111 II I { 1"Cnlr.1l \lilt": JOd .1 •uh\\rtloc:t 

/ .11111,:, flt\ldlltt" H lfflf'n ( lllll'rt'.U'IWIIflf' ,urnc··r'fJ - I Ulllt tfht anet• \.',lrrH.'I' pr.uuh· ''-'''"''''I~ I•''''" 1~,.11 
'-' "-h.llt)t~' mt .m lntcr,l:ttc: ur rntr.blJIC b~oa, .. A It nJ.t dt,l.am..·c \.trr"•r m," 11llr• '~'' '"' ''\''' lh ,_ '11 •H .uhtlhcr 

,·,trncr', f.t ... lltltc,. 

\ IIIUhf.r f-',;rt,f,tfllt 

... tmt t~· h'plh•IH* ltiiHII'\'1 

f'fl/', ! /liotlllh OJ J'rt'\t'lht~/ - l cK:'IJII\)n'\ \\hCtc ol fHI1j;t \lt,I.I0\..4: \11ff1CI h,l, 10\f,tlh.-J II.Ul\IIU"hiO 

c~UtfHUcnl m ,, 'en •~-= ,lfCJ lh.at ..cnc" ·''• ur rciJt)\ c.tll' 1u. ,, ncl"ur l-. '" udunp \.CUter ••I th.n lun~ Jr,l..;n"c 

".uuc:r 

1'1 ( rubll, nufltt , '"'""""~" \ 'late rcgulo~ton bod). c,t.thh,h(,lln ntt•\• ,l.tlt:' "tuda hfulah·, 

uttllt•"·' tth ludrn!! l ... ·h:phtuh.: .._,unr.m•c,, proudrng tntr~l\halc wntlc' 

lll 
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Comp:my'> C ia" t\ Common Stock :u reponed b) the N." d"q N .rt ,.tnttl M:rr~et llc r nl I he N:ull.nt Stud 

Mar~et . 

1997: 
Third Quarter ( ' •nee Septembc:r 11>. 1997) 
Fnurt h Q uorter 

. ..... 
S21 1.1 
s 1'1 1(1 

I h•' " •~ "" P••f·l., 1rrullll)l rnurLc:l (nr the ( nmp '"' ·, ( lu'' U ( ummnn "''" l ur !\.I "fl I N~ ( .apU:tJ', 
t.UIIU hllh \.t jiJII\ 

As of ~·1arch 6. 1998. the 3ppro.:• nullc nuuthc r nl ,h.ud1oh.ktt• 111 rc'"''u l "' tlu ( '''"I' w 

Clu<s B Co mmon Stock " :ll 218 und 15, re>pecu•cl) T he C lllllJ'·'"' '' the "'lc lu•l•lcr 
NI; XTLINK C'upuul'• Common Stod . 

UM' of Pro('«<h 

f • I \ tit ' I 

ul ICt.WJ til 

The Comp.rn) filed a rcgh tration >tutement on I '"m S·l t i tle l'v .I.Jl.l2tMJI J uludo hn.Hnc dle<ll•c 
on S cptembc:r ~6. 1997. "hercb) 15.200.000 >h,tre> nl (I.~>> '' ( uu1mnn -;"" ~ . Sn.u: I'·" • rlue '"'' •h~re. 
"ere sold in " " initial public offering at a price uf S I 1 pe r >h.•rc Of the I ~.11•1.tW•J >hJr<• nf ( '·"' ;\ <. nmmun 
S tock "''ld, I ~.000,000 <harn "ere >Old b) the (""'I'·"" .rnd l,Jt)O,()()(l •hMc> •><rr "'ld h) ,, .clhn): 
sh:orehulder. The Compan) did no t reccl\c an) uf the proxce<l> from the •.rle ••I •h.ore• h) 1hc •cll•nll 
>hare holder. In mldilion, I he underwrrlef'$ I)( the 11'0. led"> s .• lumnn Srnllh ll.u nr\ C\elll\Cd .rn "l'lllun tl) 
pun:h.a~e 1.2NU.UOO additlonnl sh.arc~ of CJ.h\ A Common 'itt_, ._, ·•' the \.unc pth.t' pc:r ,h.Hr ~cl f"l""ccd' hJ 

the Cumr.tn~ (rum the 1110 IOhalct.l .&Jlpro.\ lln.ucl) S21f," uulhun, .tllrr ''"'hh. unv under" ulan~ J''"''unh. 
~td\·hory (ec~ and expenses 3gg.rcg.1ting nppro~ int.ucl) ~ It• u uullhtr1 1 he: ( •Hnp,ttl\ tnlcrhl' It• u~ ... uh ... t,,nt~.~lh 

nil uf lhc net pnxecd5 from the 11'0 for t\pendn ure• rch11in~t 111 the C\f'·"'''"" "t cmlln~ ncl"'" l ' .• n!l 
' cr-ices. I he de,·clopment and ncqutsition of ne" nct~Aorl.> .ond "'r- "e' .lllJ I he (un•lrn~ ul uf'>CIJtrn~: ''''""' ~nd 
~or~ln)t ..:np1tnl. None o f the Ot; l proceed." (rom the IP() hml h<"cn U'<,l h~ 1h.: ( ump.•n\ ,n o)t IJc ... c m hc-r \I, 
1'1'17. 

Tlle Comprtn) filed n rcgi>tration )I!Ucmcnt un I " ''" s ~ I t J lie --..:u '\ l - \~UU \. "It h. h 111;· .. . ollc tflt"\. ,,, C' 

on S cptcrnbc:r 26. I'J97. where by lhe Cornp.1n) wid S.WO 111ill run Utt~rq:.••c pnn<~r.rl .tlllo>unl ul '1','1 !\emur 
Nr~te• due 10(11 ("9~% S cntor Note\") The Oil<rrtl!( " ·"led h) s .• lunwn Srrrllh ll.llllC) :-;,., rn..:<Cd\ """' 
the Mllc: of the 9~Q(: SeniOr Nutc~ toto1tcd .. 1Jlptcnlfi1Jtch S lXX ~ uulhun, 11hcr tlc•hn.un~ h,U,HH.c "'u~toh 

aggrcgalln~ upproxmrJtel) S II . ~ nulhon. rd!l ll11!l to under" rllln)t tJr""'tl.lnh •• uh '~'" Icc' .. 111ll ~''I'IC"'c' ., he 
USC o ( proceedS from the c.Jcbt offcn ng :trc ~uh~t .. ln thllf} IJu: \ ,IIIIC ,1\ the ( lllllfMJI\ ' II '() f'. t tnC' n l the 11CI 

proceeds from the •nlc of 1Jh% Sen1or Note- h• ll bc<n u'cd t" I he ( ""''"'"\ ·" u t llc.cntto<r 1t. t'l'l7 

Neither the Comp;m) nor NI::.XTL..I Nl\ ( ·•f'lll.il h,l\c •lcd.ucd ·• .. . 1\h .._l,,ulcmJ w1 11n\ ••I 1hc•r rC''flC'".II'c 
cquit} sccuritrc4. Covcnnnt> rn 1he indentures purw.rnl ht "'"'"' 1hc r " "'t'·'"' '·'"'!I" I \II IN I> ( ·•t>~t.•l'• 
Scntor Note) huvc been issued rc, tncl I he ubilil) of the ( tHIIf .1n~ ht fM~ i..J'h dr\ rUe nth •lll 11>1 .... tp11.•1 ' lc-..;l 

.S•h·• ur I lurol(i>l<n·d Srcurlllt• 

Nunc. 

lh•m 6. ~ IDIIG/lt'lfft'llt'• /)itt'IIJJiolf und AnuiJ·til of Fillalft'i411 Condltiun unJ H,.)U/h n.J flpN'Ut hJtH 

(h<r> ir" 

S m ('C lh ln-:cpu un In 14194 . the (_L.HHJ"Jn\ h.t, C\-:~utct.f ol .. tr.IIC!() ul dC\C iupltlf "'~· IIJ'Ih. (ICI" ,,~ ... lfltJ 

ocq u.ring rdutcd ac:lccommunh:ution~ huaanc,~ ... (),c:r thh pcutK!, the ( ''mr·'"' h,,, puhUC'tJ tha' .. u.A tc~' "' 
cun.)lructinlt. m:quirins. len)ing tihc:~ or \!to~p.a~ll\ un .• tnJ cn1cun~ rnhf ·'f''Ccml'nh tu .tu~turc lclc"'m"nunh . .J· 

li<Hl' nchulrk) , 



• • 
I he ( ""'fl''"f'tllrfntnl)' focu• I• fliOI\IdlnJ '"""'tJ ln .. nl .11111 lun~ !ll\l,m•e .m.J cnh,on .. c.J """m""""' 

tion) \Cf\I~C' 10 small nnll mcdium·MJcd "ummtu.-l.tl cmt H\.CI ~r,.utolumrr' I IIC" f ''"''''"' pi~'"''" ·"•PIIH 

huiht HI df\1- lttfl n('J\\01\.to Ill nr\\ otl .. '' t •p!IUII th '111ft fit lit I\\ toll 1Hitl tl " I \lfl"lt llu h tjlll\lllt•ll HI 

lu, UtoiUtf t+l ttt.lllhtlhtl ~ult.mt•tl \.tiiiiiiiUIIIutlhtll\ M.l\1\.t.:\ oAIItf nlltLI h:lto:\.tiiUtUUIIh .• llhtlh '1(:1\h(' l'ft,\h.,h;f' 

I he><: cllufl• >hoold o~llu"' the (. urnpan} h> tnHcol>C lb pn'>Cn•c 1n rhc mdfLCif'l ... c, Jn.t f.t..,hlo~lc rru• td1ng .t 

sirgle 50Urcc >Oiulion for 1hc lclccomm••n•c.lltun> need• ,,f ''' '"''""'"" 

O pt'ntfin& d111 ( I ) : 

Rou1c mileJP) 

I tbc:r mile~ ( J 1 
On·ncl butldin~t• •unncclcd( ol ) 

f )ff· ncl buildtnp• wnnccl«ll ~ 1 

S"tlchc' '"'IJIItll 

Accc"' hne> tn "'"ICC ( 6) . 
l; mpiO)CCS,, 

h ut UnnHkt tt, , ... , , ... 
l .~tJ' 1 .11~11 

Ill,:~-~ f.(, ....... ,,, Jill 

1, \11-1 

I I 'I 

\0.1.11 ~ . ~II 

1.1~' ,, ~ 
(I) The upcr.oling dalu include 1hc >lall\111.'> uf lhc L•• Vc~t·" ncl""'"-· "l11d1 lhc (<Jillfl.l"> "'·'"·'~"' o~nd tn 

" luch 1hc Compan) h.u ~ 40% mcmbc:·.tur m1crc•1 

11) Roulc nul~ refers 10 lhc number of nuk• uf I he ulcwmutuntCJIIOn• I'·''" rn "'"'"I he I "'"l'·'"''""ncd 

ur lu"Cd tiber op11c c~hk• arc irtSI.rllcd 

(.1) l'ibc:r nulc< refer> 10 1hc number of roulc mtlc• tn•l.rllcll "'""It .1 lclc•onuuun"~''"n' fl•lh, muhtpltcd h~ 

I he Company's C)tinmlc uf 1hc numhcr nf tibc:r> >lung 1ha1 fl.Hh. 

(4 ) Rcrrcw:nh buildinj!< ph)'<lcJII) conncclcd It> the Cumr.tnl\ ncl" '""'· c"ltn,hn~ lhuw ,,.nnnlctl h) 

unhunt.llc.J incuml..,nl lu<:.rl uch•ngc ( II f,C) fo~<thllc' 

(51 Rcprc,cnh burldtng> conncclcd 10 I he {'omp.~n) ·, ncl"'"" ' 1hruugh lcJ>Cd '" unhundlctl I I I ( f.t..-thuc, 

(6) Rcrrc•cnls lhc number of~ccc:M hnr• 1n """'icc. includtn~ lhu-c hne' 14htdr .uc pro,.ttlct.lllut•u~h re,,tlc 

uf Ccnlrc\ "'"icc<. for .. tuch 1hc Cumr•n> "hrlhn~ -cr\I<C,. 

Thr: C ump.Jn)· build' h' nct"ork.\ to cncontp..a5" chc 'IJ.tnllu .• mt hu,anr:'' \UM.cntr..uuul\ an '"·'' h .trc.J n 

"""'· focu\lng on dircc1 cunnccuon> hi end uloCr loca110n• .rnd II L< ,cnlrJI oll•..c• The t "'"I'·'"' cmrlup • 

uniform lcchnoltll!) pl31forrn for ncb of us local C\changc ncl,.url> lh.ll '' h.r>Cd un I he "riel I>MS ~ 

t.ligi1nl loc~l und lung di•Htncc cumbinalion •"nching plnlfomn .tnd a"'""'·••c•l tlhlnhultttn lcdtn"h'~' "' ,,( 

)3nU.tr) 11, 1'19K, lhc COIIII'JII\ had 12 ttpcmuunltl Nunc! llMO., ~)(I '"'""tr' tttdutltnl' oonr """ h 111 ••• 

Nl X f I A U (,u.thl) •. 1nd .. uncnll) pl.1n' tu ln\lo:allthJcc.Jthhllnn.tl ,,.ltd\('-''' 1hc end''' a he 'C'\HIIIt '~u.antt ut 

IWK N l X 11.;\ll 1>" full) funcuonal mullcl uf unc ullhc < '""P·'">'> ncl"'""'· "ht<h "'"c' '" ,, '"'""¥ 
facthl) for ""ICh sofi,.Jrc ~rnd 1hc C'ompo~n) .. produ.:b Jnd "''"'c' .ond "'II •cf\c "' 1hc t111ur.•n• 'ncNurl 

opcr:lltM' conuol ccnlcr 

The (\uttp:Jn) a1\oll pfiJHdc' enhanced conununtcaunn" \Cf' 1..:c' tndudm~ 1n1cr.u.:IIH' 'uu.c rt'"l"'tn~ 

('"I VR" J )("ICC~." hu:h pru\ldc an interface bc:r"ccn rhc ( ump.m) ·, claca~t' .tnd then cu,wmcr' ltu .1 \Jnct~ 

of applico~llun• llisloncnll), I he Compan) h•• dcrt•cd a sul"l.rnu.tl proponton of"' rc•cnuc' fmnr lhc-c I \ 'R 

'i<:nicc\ 1\, luc.rl and long dl\lance rc•cnuc• urc C\f>CCicd 111 rru" mmc r.trodl~ than rc•cnuc• fm lhc 

Comft.JR) \ cnh.mccd conunumc;uioo-' Kn'l~c,, the Comp.an~ ~mtllii"MIC\ I holt . u'cr I h..- nc\t "''" \C.Ir' 1 ...... 1 

,tnd lont-1 tll,t.lncc rc"\CRUC\ ~•It u~c:ounl fm u ''t.tn•hc.snll) tu~hcr pcncnt;.~ttc ul t••t ,tl rc,cnuc' 

I he 4IC\C~h>pmcnt of the Cump.&n) 0ll bul10C'\)(".) :tntt the t,;UI1\Iru"·hun. olt.liUI\IIh'" .lnd C\l'·'"'"'" ,,( lh 

nct"t'' '--' rcqu1rc: Mg.mfk.mt c~pcndllun:.. u \Ub,t.uttlal porthJO ,.r "'tu-:h .uc IO~uucd hc:fmc tht tC,IIII.tlhiO nf 

fC\COUC\ l ht)C' C\pc:nt.hlurca, lugclhr:r ~11h lhc .J\.\>lM...-'UJICcJ (',UI\ 1Jpc:r.Htnp ('\fl('O\('\. IC\Uh HI Ut)t.lfi\C 4o.~t\h 

ncm until .tn .u.Jc"'u.ttc t.'U\IOmcr base 1:\ C\lolhh,hcd l hi\4 (\(J, ·" lht ..:u\hltlltf l1.t\oC' .,:rom,_ the ( IJillp.ln\ 
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• • 
nf>C\1' lhJI 1ncrr~n1al rr•-cnuc• CJn he gcncr•ICd " llh dc"c.ulnj! ancrrmcnl.ol uf>CrJIInl( corcn'" "h~<h 

m.o) I""' Ilk fl<l\111\e •-onlnhullun' 111 ,,o\11 """ I he ( ump.on) hJ' m.ode I he , ll,olrjla. llcu•oun lu huol..t hljth 

t..lr.J\:11\ nclv.,,rL,, ~llh hnl.td marLct CO\Crt:lltC'. "hlth lnltl.lll\ m-:rtd\e" "' lrH•I ••t t.:.trt•.d C:\J"(nt.hlurc"' .and 

"I'C'r~•t•n.,: h"'-~' I he ( .,mr-•n} Ml•c'c" thJl ••\cr at~ lttnl lcrnw ttw~~~o "'II tnh..ath.c th( t ''"'r·•n\' hno~n,, .. t 
f"tlh.,lll.tn\.C' h) Hh. rc:uang the tr..atlri.." tluv. U\CJ I he (tunrJn~ ·, nct~urL' 1 he ( ttiiiJ'MR\ h.n H:"c:nlh entered 

onlu ku•cJ d.or~ lllocr and fiber '':op.ICII)' urrJnjl:mcnt,, "h1d1 Jllu~< lhe Cuml"'">· b) m•l.olltnjt one or more 

'" tlchc, und 1cl.o1ed cle.:tronics. 10 cnlcr a m•rl cl rnur h• compleung •"'n,lrucluln ul "' "" n hl,.,r upuc 

nci\\Uil 

l'w•r lu J :utuury J l , 19CJ7. 1hc Conopuny '"" 11 hnoilcollt~oluln> <'UIIIJ>:OO) 1h111 "·'' d,,,lh<' <l.onol l ,l\col ." ,, 

l'·•nner•lup fur federal and ,l.lle inctllliC 1.1\ purp."e• \ • ul J:onu.ol'\ It, 1111'7, 1hc ( 'unlp.uH "·" '""'"' '" 
tedcr.ll .mt.l ,I.Hc sncomc t.e\ 

l{~,ull' of 0pt"nal lon' 

l r<1r l .11rlrJ Ot«m«r ) I , 19'17 Com,.,mlto·u lo I t ilT l. ~rltrl L>t«mbn Jl. 1996 

Re•enue on~r~.._\Cd 124\l- 10 SS7.6 n11lhon 10 I 'IJ7 from S15 7 m1lhon on l h~ """e IICrllod tn I'/% 1 he 

on.reJ\C "·" rnnunl~ due 10 J S'l-llrO"Ih tn the (.'ooiJ'In) '' l<l<JI.lnd lolfiJl do•ldn.c \Cr\I'C' ll••th ,,.,t,h«l 

.u1d ''""·'"=). tk.Ju .. llcd )Cf\1«" rand cnh.an«d .. :unmiUit\ ~~~''"' \Ct'l I'-C" ,,, -..ell _.,due lu rc"''"J'n): ·' lull \C.JJ, 

oc•coouc huon II C. ,, •~<tlch-h.o\Cd lung dO>Idn~e rc...tlcr ·'"'l""co.l on l>e.cml~<:r l'l'lfo I" .o lc'"'' e\lcnt. 1he 

.l~ljUI\ololln• ul S1.or1 Tcchnol~ic> (.orpor.~loon I' ~1.111''1 .ond Ch:od~<Kl T clccmnmuom; "'""' ( II'J'Ilr.ttoon 

I"( "•"""~") tn lhe founh 11uancrof 1997 ui\IHunlnbuled 10 1he tn~rc:.sc 1n re•enue Rnenue• r<f"IMed tn 

1'}<17 ondutled SJl! 9 million dcri•·cll from loc"l .ontllon~ liO<I.one<. cunopcltll\c .oun•. lleolOl.neJ lone ...,r.,<<• 

mul ,h.trcd h:mml ~cn-·icc~ and Sttt.7 million dcrht:d (rmn cnhuncrtJ l'ummunu.".l lhtlh 'cnh.(tr., pnm.ttll~ 1\"1{ . 
I hr C11mp.on) ·, I VR >ub;id lnry con1rihu1ed 21% :tnd ~2'l u( I he C10mpan~ ·, rc•·cnooc• .tuooro~t 1'1'17 .onol 11.1\Jh, 

rc~pcCII\cl) . T he rc•enues gencrnled h) lhi< iUb\lllt.tr) h.l\e !ended hi nuCIUdiC lUI •• IJU.orter ... ljUJtlcr h.<\1\ 

"' 1hc re>cnue> ure jlCncr:tll) even! dnvcn a nd "·'"'"~! on n.olurr 

I ht <"umft..tn\ hqan nfTcnnp ,."'iu:hcd hli\'JI o~nd lun}t dl,tJn"c ...cr\lt .. c' w '-C'rn •• t 11, m.u LC't' tn 

luh I 'I'll> •• ond on IIi Jddlloon•l mar~CI' dunnv 1 1~7 In .odduoun. lhe ( '"''i'Jnl to~' o~llcrcd o.lcd,.JI~ hnc 
'-Cf"\1\t:, ''""c J.mu.tr) l'l'JS .1nd h.,, rC'411d C.c:ntn:\ .u:-~C.)' line' .. tn~o.c Apnl l')t~'t I he ( uutfl.tO\ trh .. rc.-'-Cd th 

ljUJMcrh <U$IOIII<t J\:CC).S line tn•taiiJI!On r.JIC front l,loOJon lhC foouroh ljU~IICI or 11>'11> Ill 1'1 1~7 tfuronj1 lloe 

l•>urth ljUdl1er of 1'197. ,\~of Occ..mbc:r .ll 1'197 I he ComJ'.In~ h•d ~.Ill JClC" line• on "'""c """Jl.Ucd 
Itt }\, ... 11 ..... u( l>c .. cmhcr H . 1996 RC\COU(\ (rum tht JUtt\1,1\Jn ur '\Ut..h '-C'f\1\.C'\ .He C\I'C' ... IC'IIIu \UtUinu~ , •• 

tlh.f\.',1'( ·" ,, ''HII('-11\C'nl ul tut.1l h~I.Cnuc" H\Cf tuharc I~IHAh \ \.to.C'' line' en \Cf\1\C tth.hu.l"' lhu'4: lane' 
"h11.h .H.: pr,t\ttlc..J through re,.Jic uf (. cnUC\ ~f\ t.:n. the number uf v.tu"'h '' Jc~rc.l\ln.,: U\Ct tuuc .h the 

( ''"'~'-'"' ~on1cn' 1~ cu.h>mel\ 10 It' 0" n ne1"orl 

Op\!r.allng C~fl<:11 '4:) l'tHI~i\1 nr \.'O'h duccll) rc:.nc..J to pru\ lthnJ.t t.~thiiC\·h,I\Ct.J nCI\HH l .tnd cnh.tni.."c•l 

I.UIIIIIUJOil..tlittO\ \CJ'\ito.c' ..tnd . .tl\(t include ,,,l.tflt'\ und bc:nct11' .and rci.Hcll .:''"" ••I uperjllhfll" .md t.•nt:mt'cun~ 

f'CNIIInel Opcrultng C\f'Cn'IC\ lncrc.o\C.t II ~'l on 1'197 In s~~.o nul hun, .tn on .. e.I\C ul s~x •I nulloo~n II\ (I the 

\,IIIIC I'CIIood on I'J9(o, The-.: lncre.I'C\ ~<ere llllrthutc<J IO rotc~IUI'\ lh.ll tnclu.Jc 1111 tn(le,olC on ncl~< llr l Col•h 

rcl;o1co.J Iii !he f'IOI'ision or incrta>Cd \'OIUIIIC> or luc,tJ, !un~ dt<1aOl'C :on.J cnhuncc.l 'IIIIIIIIUIIk.otoon' "'f\I(C• 
o~nd the ( UlllJUn) •, inC:re..&!loC 1ft ClllJ"IU\CC\ 3' v.clf a\. Other rcJ.Hc\1 LU\h rrun.lrlh h• C\ll,end lite ( Hlllfl.IO\ • , 

'"'''"hc\J ltM. .... I .uuJ long tJL\I.&ncc ~nu."C bu,lnC\\C) In ''" C\hllnj! .inti rl..an N m . .uLt'l\ \lldw.-n .. tlh. the 
cllc.h ulthc II { .ICljUI\I IhiO '" De.:e~nhcr 19')6 Jnll1hc ..... JCljUI>IIIlln• on the r.ourth •IU.UI<I " ' 1'1117 runhco 
IC•UhuJon .on Increase in 11/97 opcrultng C\f'CnloC\ U\CI lhO\C or !he pnur ~e~l 

~cllonl!. gener.1l .md Jdnotnl>lrJtl\e C\pcn\C' ('~G.!. \ "I tndudc -.aiJne' and rei• led f>CI\unncl """ 

r.ocololtt:\ c•pcn'IC•, \,Ole' Jnd mar~eltng, eOO>Uhon~ Jn.J lcjt.ol fcc> .ond CliUII~ tn I''" 11r .olloh.ote• ... (;&,\ 

on.rc.o\Col IJ 2'{ fm lhe )C.II ended r>((emhcr II , IW7 ·" \lllllf'JIClllu the CtlOC\f"llltluo·· l'<lltod Ill l'l'lfl l loc 
lnt.:rt'.J\C ,. ... , pnm..lnl) due 10 the tomp.Jn) ·) lnUCll\C 1n cmplo>cc' ,;and u1hcr ~o:U\1' .. ,~ .. , .. tell "'''h tht 

C\(1.111\l(ln or I he Comp.~n) 's >~<ilehed local and lunl! dl\lun•"C: ~rvocc bu<Ooe\\C\ on .. , e\1\llnl! .on•l pl.mncd 

nt:or~ch, '" \\ell '" 1he lTC ucqub ol lun . 

~ I 



• • 
hto~ulhdntl r~miHII• muhiJl\11111 \Cr•ke '"'" '"'' the H ( .Uill lntluJif)' .lh(tly~•· .onllup.olc ... u he "'"" lur thc 

deployment of " ire leu local loop. hijth·spccll 11.11.1 tr.on-fcr .onoJ \lolC<' ~r.o.ut, '"""~ ''"" ,., I "" '" cr"n "oil 

t"t .en .1ntc•t 111 ('.h.h t•( "* '~' Ill ' ' "'hcn I he" •""· ttun '' "'"' llhl\-•1 \ hlinuatl• 1h1 uuwl-. • 111 h.'""' tft.tl 111.1\ t.._ 

..t'A IUth•l tn Nl \ IUI\NU h luullct.l h) the oiiiHtUIIIHI I h.: '"'''")'\lt. NL.\ Ill \ 1'-IJ h .• , ·•l'l'lu:\J lur .. wJ ,, cll~tltfc 

to boJ on .~n~ ulthe mar~ct> bcong uucuoncll for the blu.:~ 1\ lu:cnsc ( I , ISO 1\tll tuhpc.trurnt .onJ the hlu. ~ 

B liccn<c ( 150 Mil t of •rc~tru::n). 

1 he <: ompan) is cAploring LMDS for t>~ u rc:;><on•. llqlCntling upun the huhlon~t .onol dcJll")ment """· 

LMI>S ""') offer an economtcally cfficicn· mc~n> tu >UPJllcmcnt the ( umJl.•n) ·, lol>el ncl .... r~ loutld·uut •n 

>Orne loc~hllc.s. In addition. a "irelcss local loop ahcmJII\C rna) creJIC cornrclltl\c rne"urc .. n htj:h 

unbundled loop co;~ in ccnain arcus. There can be no .wurJnCC thJI N l X rJ)'\"f)', Jl·"'"'l'·''"'" 1n the 

auction "ill re>uh in the purch!L<c of any LMI>S hcen-c> '" th.ot t MDS >llC•trum fur "ucle" , .. nne, IIIII~ 

will provillc ,, "ost -ciTecth·c nnd eOiciQn ll) engineered me.IO> to COIIIIC<"l " ' cntl ol\cr !, ..... ,,,.,,_ II 

NEXTLINK'• bid' nrc •uccessful. the purcha>e price of the hccn.sc< .tntlthc .,.'"" .,r hutltlon~ ''"' ·'"> 'udt 

" i rclc." '>>lcm• could be ;ubolantial 

In Nu>cmber 1997. the Compan) ""'~"'red Jll uul,ldndtnj! ,h.orn "' '>l.lrt, ,, ·. '·'"'" tw.ont -cr"'e' 

Jlf\1\u:lcr '('J\ing c'-m1 mcrcml huildin~t' 111 l>.tll.t,. J\ u,tm .lfhl (_ urpu' (_ fln , u. l c ' ''' .1ml l'hu.:nn \ n1un.1 

Scrv1..:cs tU1crctl h) Swrt mcludc locul nnU lung tli,auncc ,crvt\!C), lnt crncl uccc» ••nd cu,h•mcr prcnu'c 

equlp ntcnt nmnugcmcnl. Stun currently provides ~rv1"c' under long term cuntr.ocl' 111 hiKJ CO'Jl'>r,olc 

customcrs. or appro~irnatcly 13.000 cnd u•e~. The Comp.~n) p.ud con~idcr.tllun fur lhc "·"'""' "'n o:on•l\llll)t 

of S20.0 tntlhun in ca.sh. 441 .336 share' of Cia~ t\ common oloc~ tnd thc •"""'"'"'" 11f .orrru\lm,olch 

SS.J millton of liabili uc,. lhc m•jorit) of "'hich "ere rqo.ud 

In Octubcr 19'J7. the Company :tctjuired nil of thc uu l,l.ortdtng ,Jt.tre' ul Chtnh•k~ . ,, "' lldt ·h."collun~ 

distnncc re•cller in centruil'ennsylvanin, through a merger trans:oction bet.,cen Ch.~th• icl .onol u "111111) '"'"''' 

subsidiary of NEXTLI N K. Chad,.•ick sen·cs appro"m.olcl) 11.500 cu,loHncn thr"u~h1111 1 lhc •cntr.ol unol 

ca) lcm 1-•cnn.))h·ani:t region' The Compan) i~ucd conlldcr.A11on for ahr ar.•n,Jr.:llon cun'''llf1lt ••I ·' phHIII""'" 

note fl~):tblc in the :t1J8rcg.tte principal ~mount uf SS.O molltun ("htch "·" rcp.ml•n fullnt J .mu.or) I'NXI . 

25 7, 1 Sl shures of Cln1~ 1\ Common Stoc~ and the rep.o)menl of lo111g term lldu mal 01th<r h.ohthtoe' lotl.ohna: 

$6.6 mill ion. n .. merger agreement aiMJ pmvtdb for uudll lltnul payment• ul up 10 J 111 .1\II IIU III " ' I'J!.~IJI 

shares of C lass A Com mon Stock over u l\> 0 ycur pcriotl. lli th thc >C r:oyllt<lll' hclllj: """'"'~""' " I'"" the 

acquired opcmtion nchieving specified pcrfurmance ll"·ol, 

In Scplember 1997. the Cumpan) entcred onto a dch11111•c Jgrecment "' ••4""c .:cn.un tclcwmmunl\• · 

lion' .1\.scl• of Unicom Thcrrn•l TechnologiC\, Inc. r·un .. ,. ondudtng '"" e\hllllj: ruule IIIII<\ " ' net"'"~ 

plu> 13 nules of conduit in do"nlolln C'hic.ogu The Comp.tn) ,ol,.., h." the nght tu [l.lfll"'l'·•tc 10 the ""~""'It 

e~punsion of UTI's nti\\Or~ in Chicago, The cAisting ncl>~ ur~ ~urrcnll) prmttlc, ~unnec lllll) hi ~K huohhni\' 

The Company ugreed 10 llil) S2.5 milloon in cash. plu> ur lu un .oddllnmJ I S ~W.t~KI fur the ·"'f" O'IIhlll ul 

cert.11n o~ddltoun.~ltclecummunt<.ltion' f.tcthllc•. The ComrJn! "'II Jl"' be rc<Jutred to I'·'~ '""·"" .,JJoll.,n,ol 

•'On>iderJltun to UTf for • ponton uf the nelllotk eApan;oon cu'"· up to S I J nullonn tn c."lo ph" the "'"•"•• 

of up to 60.022 >hares of Cluv. A Common Stocl. 

In June 1997. the Company entered into un dghl )C.er c AdU,I\C ·•ttrccmcnl. "'1h ·"' ••J~Hon II• rcu-:" (,,, 

five .oddnional years "llh n company th .tl hu' eJ.c.,.. hbcr o:.oll.ICII! 10 e.och ul 1\t!J nt.o. ( ln' ·'ll"· Ne" Y on ~ 

Cit). Nc,. nrl (NJ ) 3nd l'htludclphia "hlth it ag.n:ed 10 ntd~e Jl'JII,oblc to thc t ump.tn) on c.u:h ul 1h11-c 

mar~cls at • substJnti31 d i.scounl to the "holcule rates ch.ug~d L~ other >cnJon uf CJp.ocll) In .otlolll"ln lu 

the capacil) anJngement duenbcd abo• e. the Compan) aho h•< enten:J tnl•l ~ :O·)•·" le.o-c uf '·'I'Jlll\ mer 

an C\l$lint~ ~7· milc fiber net,.urk in Ne" Yorl Cit) , "!nth e\lenJ, frt~11• the \\ .oil '>ucel .ue.o nurth "' 

nndw"n Munhnllnn In June 1997. lhc <.oml•·•n) p.ll<l Sll nnllollll in full ,,,ll,fudlun ur " ' uhlojt.ol hlll\ Ullllt:r 

tl11s lca-c. S6 moll1on o l "hlch " as plaecd 1n c..:ro" pending contplellnn uf ccrt.un hutloluo~ ntnnc~l n>n' ll! tloc 

le»Ur ' ' ' of l>cccmber Jl. 1997. S-1.1 n11lhon remJtncd 1n ucro .. . The>C ~rr~ngemcnl\ "''II .1llu" the 

Comp:tn) to accclcrate ItS entry into each of these mar~eb b) enabling thc Compan• to ·""'tl ·' ''II"''" ~nl 
po<t .on of thc infr:utructurc dc•cloprnent and con<trucuon wnc thJt " """' utile"''" l>e oc~tuocol '" I·""' h 

J\o\lh:hcd lt.)C:.tl .tnd fun,; dl\llln~~c ...cf\ic:cs 1n the~ nurlch i\llh,;ujZh thc.)o(' olltrtcmcnh h.Hc rt'llu~~.e,t I he 10111.&1 



• • 
.:upilul upcnt.lnure> ne.:essury 10 enter lhc.e m.Jrktl>. the Curnp.tn) h." nfll, ·" ,, re,ult. rc.Ju,ed 111 mer.oll 

piJnncd 1:.opita l t\pcnditure< lhrouJ;h 19'Jil 

In June 1'197. the t'ump;~n) Jl•u C\CCUltd J dclonlll\t Jttrttmcnl hi ·"'~"'" ·'" ''"""II lllocr olpllc 

""'""~on du-.nto-.n l'htiJdelphru on order lu e\lend 111 C\l>llng ne~-.ur~ on l'enn\\h.ono,o I he ·'"l"''lllon" 

subject Ill reguluiOI) uml other t•on<cnll nnd I> :onucopaled lo he con<umm.olcll h) the eml ul the -.c<.und 

iJUarlcr In I?'Jll. l)unng the onlc nuo pcrHKI pr iur H> clmmg. the ( uuopan) ' ' Ufltllollnl! undrr a l(o lolocr <' •'l'·•'-11) 

ugrccmcn l 1111h the >t iler 

On ~cbruJI) 4, 1997. the Comp;ln) compklclllhc Jr<Jul,llllln of >Uh,l.onu.oll• .oil uf the .11\CII uf l rn~.olcl. 

a L01 i\ngclc.·ba>ed compclil1•e Jeccu tclccommuno.:JIIOnl p10111ltr 1\ l the lime nf J\ijUIIIIh•n I on ~.oltl 

')(Xf'.llrd ·'" HO mile flhcr oruu: lckrommunu,.:..tllon' nc1'<41UL -.:••\cnn~ot ~\('tJI 11hltLch In lht Or.m~otc .tnd I .. , 

An~clc' ,•nun I ) ~uc.,, I he lttlto~l putdt~.t'< p11\( ut S-4 ~ ~ nulhnrt "u""''c•l •. r ,, '"'''h f'·" 111cnl ''' ~ l(t I uulleun 

(ondudrn~t I he rtlcJ>C ul Sb 0 nnlltun "ludo ""' o.lcpo'llcd onlu c.-· ru~< •lunn~t l'l'l(ot f'h" I he '<!'·'} nocnl uf 

debt or S5 6 mtllion and the ~»umpllon uf ntl habrhl c. IUlJhntt SO K mrlloun 

In )JftUJI) 1997, the (umPJn) obiJined nghl>-of·"•} 1u C\J"'nd '" C\1\lln~ ~.;hI .o~c ( 111 """"'" '"'" 

Pro•o .ond Orcm. Ll.oh The ( omPJn' h3' corn[llctcd 1hc e\flJ"""" nf 1h11 """'"" "' l'r"'''·•nd Orcm .ond 

btg.an rru\ldlnj! '"''~hell t • .:.ol Jnd '""JI oJo,l.on..c \CI'II.:c- '" , .,., .. .onJ OICIII on '><plcrnher 1'1'17 

l'nor 10 1\ rniiQ<#b,lhe Comp.on) funded Ill Cl;'-'Odllurc• \\lib"""""'"'·' '<!> s~~ II nulhoon ool , ...... C<JUil) 

in•e>lmenl' from l"U cnllloc• lhJI 3rt •ontrullcd b) Cnuj! 0 M<( "" On i\pul ~\ I 'I'll•. the t onnp.on} r.oo~td 

gro.. proo:ccw of SJ500 molhon through the 1\SUJn,..., of 1~':'1 S<ntor ' "It' llue \ pul I~. :tWJC• o" t:• ·'• 

Scmur No1c\') The<. omrJn) u-.cd Sll7 7 nulhon of the II""' pru..ccoJ, tu pur,h.o-.c .oml huld one"- '"" l '> 

go•crnmenl -.ccunlle>, rcpre-.cnung funll• \Uihcocnl lo pro11d< fur I'"' menl 1n lull ool 1nlcrt~l un 1hc I~· /1 

Senior Note~ lhruugh i\pnl IS. 1999. and u.cd an addruun:rl SJ2. 2 nulhun 111 rcp.r) <eri.IIU ,nhoon<.e• .ond 

a.:crucd rntere>l from Euglc R11·e r. n coonp.ony mujority·o"ncd ,1nu .:ontrulled h) Mr Md -.1\1 In .od,hlhln, the 

C'omp.IO) incurred en'" elf S'J K milhun "' cunnc<."th_,n ~lilt the ltn.inun,:, l n1crc'1 J'·"tutnh till I he- I~~ ,., 

ScnMr Nttlt' .HC' lfuc '<'1111 •.mnu.lll) 

On JnnU.II) Jl. 1'1'17. lht <.ump.lll) ~omrlclcd lhc ,,,It"' ~2~' nulhlln ol)lj:r<~.ole "4""'·'''"" rrclcrcn.c 

uf l~':t >Cnior exchtonRc,ohlc rcdccno.ohlc rrcfcrrcd \h.trtl (" f'rcfc rrcd Shiore," ) "hldl • • Iller Jcdnl.'llll)l 

i•su.oncc Clhl<. rc:IUhtd in ncl Jli'IICC:Cd• Ill the Curnp:on) nf ·'l'l"'"""·'lcl\ S17~ toll ll loon I he l 'odtiiC\1 '\lo.llc' 

~ccruc dt>~dcnd> ~l lhe r.olc ul 1 ~'1 per .;nnum On or"''"'' I cluu.o~ I. 11K11. dl\odcnd • "'·" · .111hr ''I'""" ool 

the ( omp.on) . he p3od on ~.·~·h or h) "'"'"@ .odd11•m.•l l'rdciTCd '> h.rc• "llh ~n .. p;:rcp.ol c lo4uh.IJioo•n 

preference C4UJIIo the amuunl uf 'uch dr11demh After ~cbru.;o I. ~~-~~. dt~tlltnd• "'"'' he Jl.tnlon •J•h '' 

uf December 31. 1997. the Compan) h•d 1\loed ~n •ddrtn>n.ll ro12.UII •h.orc' 11f l'rclcHt<l '>h""' on 

sati,f.lction of I he ""' three IJUUrlcrl} dh ollcnds 

\m~C' 10\.C'I'IIUO .Inti thh•Uf!h u ,·,C'mhc:r l'l"'h, lh(' ( tl111p.lt1\ "·" ·'~· , .... unl f I''"' \ I fllh \.tl u,.t .•• 

Sl~' lllllhun J\(Hll.Jfll\ for the ot\.'4UI<tllhm ol t.Cfl.un lC'ICt.diiiiiiUOh . .alluU\ .lt.'-Ch .md hU\10('\"("'1. ~Atu .. ll I Olh 

'"" .:on•cncd 10 >hJrc. ut <.1.1" ll ('ummon Sto.:l of the ( ump.m• un J~nu~n II IW7 

On <ktohcr I. 11)417, the Comp.on) '""'Jllcltd 3n onllul puhh, ollcronv 1" 11'0" 1 uf I !.IMM IIUI •h.orr• oof 

(.'lu" 1\ ('oUIIIIU)n Stud"' n procc of Sl 7 per 1harc In .oddllhHl, l loc <HIIIci""IC" ••f lloc 11'0 c\Cr"''"' .on 

U(lll~ln ht purch .t'\C 2.~XO.(ItiU .u.h.hlhm.al \hoi((\ uf Cl.us" (~HtUHUI1 Sh ... L. oil tth. \.IItle l'fh.C I'Cf ,h,lft (irU\\ 

proceed> from the IPO IOI.olcd Sl~l.M nulhon. Jnd prucccd' ncl uf undcNnlln~ ill~<. tounl '. ·""'"'~'~ Icc' .rnd 

es timated e\pcn"'-> •urcs.otcd :oppro\lnMld) S22b W n11lhun ( uncurrcnll) '"'" the 11'0 the < ""'I'·'"' "'Iii 
S400 nul hun 1n aggrcg.olc pnncrp.;l amount uf 911>'\ Scnrur /l. llle• due !U07. "h1d1. ~IICr oJr.lu.to11r e•lnn.tled 

j,~UC ~t•,h, f\:\U)Ictl in 11 CII',0CCCth tu lhC ( 'tnll(l.JO~ dfii('J"'IU\utMh:h S HU'C '\ tttlllhlll fnlt"U''II f'ol\IIH.·nl' un lhC 

~nl'l s~ nlur Nnh.''l IM~ due M!II\I • IIIUiiiUII) . 

On M.ordo l. I WK. I he (umpan) complclclllhe -.lc uf s ··~ rmll oon on ·'lij!IC):.ole r"'"'l'·'l .IIIIOllllll ,,r ·~. 
Scmor Nolc~ due 10l»C ("9% Scmor Nolc,''» PnKccd\ hum lhc "·•lc, ncl HI tJt"'-uwth umlrNulln•• 

comiiii"~IUM'-•• uh''"''n fcc, ..tntl C\J')Cn~"· IUI .. tlcd .lrf'W\IfUJtch ~ \1h '< null1nn lnlcrc '' p "111rnh un the ~,~ 

Scnwt N111e~" .uc due '-CII II ·~tnnuull). hcg1nnutt: ~crlctHitel I'N)t 



• • 
I he ( •nnrMn) \\ 11t u\ot" the rcnMmmg pn"'CCi.h hum the '-Ale ''' t l.s" \ ( ummun ~~·~ l ., ~ , , • ' rn1"r 

\lie" .tn~J 'Yf Scnu.)r ~otc" .tnd C\h11n}! unrc,lrh.IC\1 ".a'h b.JI.:an...c' l•u C\f":m.llturc" rd.•Hn)! '" the 

CUnMrui.' IIUil. oiC~UI\IIIOn :tntJ Uf'Cr.tllun \)f trlcuiiUI11UAI ,tiUIII\ llt't"ur1_, .UttJ '\' 1\h.'C pttl\ltlc~ .llhllhr ttlh.·ruw 

tlf lc:JC:CHIIH11UiliC:,IIhm\ SCO 'ICC\ in thU\C .ar·c~l' \1. hC:IC lht ( Hlltp.tU\ \.UrJCIIth opct.lh~'- •If IUI(fhh I•• tll"\'1..&1'-" 

i \pt:nthiUf('\ f,u lhc COO~tr\ICIIUn end •tpc:r..alh•n ul nt"l"ttfL.'- 1ndutl~ , .. thr puh.h..t'(" ..lOti tn'l tll.th••n •l 

'\UtChC:\ ,end rd.tl('d CIC'CirOOH;\ tn \! \1\IIO)! OC'I"'''~' Inti tO O\'l\4uf\.' In 11\· "'""'UU,It'tl •H ol~o.~UIIHitn nt.\4 ur 

.n.IJ;Il'C'nl ru.u ~ch. tuJ the: puu. h.t\C .wlfm,t.tll.tllun nf hhu nplh. \.,thlc: .end dc"t runh,, l•t t"\p.tnd C'u.,lln~ 

nt:t"-or'-•"' .tnd dc,clor nc"-' ncl"' orL., . m.:lu\lm~ the ,.mnc, IIHn ,., "'""' hurl,fen~"' tun "'rc' I rum th.el m.n t1C 

pun:ha!lwCd dunni! the L~tUS ..au~,;thJO lh~•• ., ~o..urrcnd~ unli''""F· t•' 1 the ~h:Hiupm~nt HI th ,uutprchcn"'t'C' 

lf1fom1.11 iun tc\:hnoll)~)' plat(urm anti(\} th~ lunlltnl! ,,1 up<.•r.ttin~ ln"''c' ,llhl \\utl..111~ '-·'flll .•l I lee ( Hrnp.tn\ 

rtM} al~o uc~uin: ur tO\C)t m hu ... inc,,c .. th.u '""''"'' df C\h1111t-: ucl\\llfk' .u ,,,nlp.•nt~.:' ~· n~~•)!"-''1 111 hu"''""'"''"''' 

"mal::ar 10 thO'\C' cn@.agcd m tn thr: ( umJl-ln~ ..and ""' "'\lh\tth,,ne' ur ,,thcr '-'lltf'km~ni .. U\ t.u ... wc'...c"' 

A- ur f)c.·cmhcr J l . 19'17. the ( \llllp.tn) hJll UOfC\tmtctl '·"" .onol ,,.,.,toot<nt' "' S7J : J oooolloooll onol 

SI.068.9 nulhun un ..a pro (urm.a ha''' .ahrr ~t•'•n;; cllc,t "'the ...... tc tJf lhe •P., " enaur ' *''('' I he C nmp.tn\' 

\.UfrCOI rJ.tn \.UOIC:Olpt.at~ .tn J~f('."'l\(' C\rJR\h.O IOIU .1 numtl<r ••t OC\4 IH.Iflt:h thtHu;:hHUI tltc I fUIC'•I 

Stale). 1 he ( \ unr.m> ma) ruf'\uc \,lfiUU\ .1hcrnuiiH..., "" .t~ohlc'rn~ th ~hmtll '''·""tl''· tth..llllltn;• .tli.JIIton.tl 

nc:t\\ Or l-. "'"'' trm:llun; uddiliunallca\C~ of nct\\url-. \.'.IJMI.'th lrwn tlunl p.ut\ lUll\ ulch, .1\.L)UI'tllhUh ''' \'\1\I!Ui-! 

nct .. orl.>. .onJ 'J!C~trum th.ot nta) he rurrh.o-ctl Junoy th~ I \II>S .OUdhiOI th.ot ,, .urrt"nth ""~""'~ .onJ 

.t'-'IIOC'I.tlcd f.u:lhtlc' con~1ruc1ton a1nd dcrlu)ntcnl 1f .tn~ 'l"'('"'lrum '' ,,ur~h.t\.Ctl I he ( ttlllfl-'"' ..~t~· ·'"'"·'r'·'t"' 
th.Jt a1 'ub,t.tnll.tl .unount of .1dd111nn.tl \'otpit.JI c\rcnd•tur.: ... "till~ m.utr '" 1,,,,,, .uullte\••ntl I I"' tuml'"r "' 

thc-..c \.' .. IJ'II.tl C\J'(I\\hiUrt'' I\. C\f'C't:IC'd h• h< f'l t otlctf h\ ( \ 1'-lln~ ,,,.,h tMI.tn~o.-.:' IUIUit" \('0\.ltll .lf\41 ,,, \.fCtltl 

1 .1~o.lll11t,, (uturc puhh\· or flrl\.tiC' \otJc, tlf debt )C\.U01tC'• hHUfC ,_.JC"., ut puhh" Uf rn\,tlt.: ~o...IP,II.J.I,h-. 5-. .tntJ JUIOt 

\Cnturc,., I here ,,"ttn he no "',)uram.'c. ho\\c\C:r. th.tt thc ( Hntf'MM\ \\Ill h.: 'Ul\.t:\\ful 10 '·"''"V ,uiJI\.tcnl 

JOdditionul ~"J" Hol oon lcrrm th ut II "Ill ~on>idcr .o~~ept.thk '" th.ot the l "'"I'·'"'' llf'<:l.oto••ro' "'II 1"'"1"'' 

f'O'tlh'C -.:un,oltd.ttcd "'"aSh lhl~ tn ,ulhctcnt umnunh In meet 1h mtcn• ... t ·'"'I JJ\ hkml nhl•t:·'""""' ••n 

''ubt.tndin)t ""'·unite,. failure lu r.u ... c .._&nd t:cner.atc ... uth~o.u:nt fun'l' "'"'' rc~tmc the ( uutp.tlh ''' ,ld.t\ .. , 

.eh.uu .. ltm 'tUnc ut "' pl.anncO future C\fhlft,tun •:u \.•\flC'"'-hiUI~''· \\lu..:h "tul'l " ·'"·· ,, ·n.tl.:n.tl .uh ,; '""' ..-rk, 1 ••n 

the (_ tJmp.&n) \ {:hJ'-' th ..tnd lh .1h1h1~ h t ,umrctc '" thC' tdt.:~o.•Hnmunt~o..•llttn' "'4:1\ '"c' tnllu"tn 

In .uft.hiiQn, lhc Comro.~n} ·) urcr.tttng tlc\lhthl) ~tth rc"'~'' ,,, !o.l.'r'I.Hn hu ... tnc ...... tltdlh;t ... h, tnd \\Ill 

\.'UOIIOUC h) bc. litnt1Cd hy\'0\(0,IIlh , 1\~~IJictf '"tift the l~l :~t ~CI11ilf ~nil.'.,, lh\.' tj, ,• , ~('lllttl 1\.ol l.'"' ,tUd tltc 

•Yl Scnwr Nute ... ;\ mong uthct t t11 n~'· thc'4: "~nC'n.mt' lmut th\:' .ehtlth ul the ( ''1111'-"" .uttl ' ""' '"'"'d'·"''"' '" 
llh. Ill .ttldllhlO.tl wdchtednc"''· \. n:.•tc ltcn~ro upon ol\'oC'I ..... tpph the: f!rt"'-CC:&h hum th(' "''"'1"•' ... 1 HI . ~ ... "'4:h. 111.1 .. ( 

dt\IJcnd r~o~)mcnh ~•ml other ,tJ,InhuiiOO\ un C.tpt11.11 \hK.:'-. ·'"'' fCllt'Ctll \. .. IJ'UI.tl \It~'-. In .uldlltun, the l(flll"' ul 

the t'n:'(crrcd S hJIT\ C'dnt;un \,:CM.un lo,cnanb th.tl nw' It mil the <'"''""'"\ '''J'Cto~tln.,:. llc\lhlltt\ ~•th rc'~'' 

IU the tncuncn~c u( IOdchlednc ...... tnd ....... u..an.:c of .u.J..htltln.tl rrdcrrcll ... h .. rr ... I hC'fC' " ·'': he lhl .IUUI 10\.C" th .• t 

\U\'h fo:O\eOJOh \\Ill not .td\CNh .tiiC'~o.l the ( OOIJ'o.ln~· ,. , thlhl\ h t flri .III\.C lh IUI UfC ••pcr.tlhfO' ut 1o. IJ'II.rl OC'Cd' 

••r "' cn)t.•a;c 10 uthcr hu.smc" .tl:tt' tile' th.tl m.t) he .n th..- Ulh:u:'l .. 1 the ( nmJMO\ I he < ''"'l'·lli' \\,1, '" 

'''n1ph.sncc "''h ull '-''(Wcnanh "''~•~•ted ""h the I !~·', "cnhlf ' utc .... a he '''•t· " cnwor !'.HI\'"' ·'"'' 1hc 

l'rdcrrcd Sh.orc• '" ,,r Dcecnoh<r \1. 111'17. 

lmp•ct or \ u r l UOCI 

l'cn.un uf the ( ump.sn} ·, uldcr t,dmpuln '''tent, .tnll ·•Jlrh\ llh'"' ""'"''" "nucn IH Jctmc ·• ).'1\CII \C..ar 

\\Hh abhrt:\t,tlctl tl.llc' U)IM~ the 1,,,, I\\U t:hj:ll' tn ·' \C.tt r.tthcr th.tn the crHu .... h,ur •ltf th ' ' , , tc.,ult thu"" 

''"'tC"m"' .md ·•rrlu;.tlhm' h.l\c unte·"'('n,•II'C .... ull\\.uc ah.tt rc .... •))!nllc · '" .thl•tr\1 •tc•l h u ··ul t .. ... the: '" u 

l'~OU r.uher lh.tn 1hc )C'.tr 1tk)U I ht\ "''•ulll ..-.eu<roC ,, '-\\IC'III l.ulurc HI ""'" ·''' ul.tthtn"' •c;.,ultlll).' t11 ' l'"''"f''"'"' ttl 

••1"-'t,ll lon' ln~huJ111~. 1111HmN utllcr tiHflll"· u IC111J"'JI.U) IIMiultl\ tu prlt\\."" tt ,ut"' j'''"'"'· ,e,ullll\111\'-'" "' \"UJ'1I)t\.' 

"' uthct lhtrut..tl hu"nc" .at:ll\ Hie' 

The ( ump..tn) h..&\ rccc.l\cd postlt\C' t,Unhrm.attu• lhtm th \Cndur th.et the< t•mr.Jn\ ... ' "'h·l U\t"\ "~Ut 

~"tl~hc' .tnd rcl.ttcd lclccommun•c~t•un ... cqu•rmcrH .uc \ c.u 1UUU ,umplt.uu I hC' t ••111f'·m' '" "uth:nth 

·'"''-<'-''"~the C\ICnl tlf rcpl.hC'IHCnh ut nh~llt\. ~•'"'"' nt.:"\:'"' U\ "' ,crt~un ••f th uldl·t '"mput" r "''"'' ... "'' .utJ 

·•1'1'1t,~ .• thtn' ~· th.tt ,udt ... ~,tcnh .Jnd ·•Pflh\.~Juun"' ~•ll l~"tf"''h ullli1c tl.•tC'' f-.ch•nJ l k,c-mltCt 'I l•,.r~ I ht 



• • 
acqut\lllon of lckcomrnun"attonl comp.~ntC\. 1hc l'""'hk .u:qul\tllon ••I I \ll l't •r<dru rn ~nollhc '""''fU•· 
ttun .tnd dcplu) rncnl of u<soctnlcd facthllc• of >Udo •rc•·lrunt " pur.h.: ..:tl tlor I'"'' lo • ..- " ' •lldllhtn•l 

~~~~~he~. the ofTcnng uf '"ll~hcd loc.tl .tnd 1\Hijol: th,t.uh:c 'Cf\tt.·c,. the tnlr•~u~otlon nl •Hhcr nc\\ ~nh.c 

ulltnng .... md a he dc,c lopmcnl .mlJ tmrtcmcnloiiiOII ttf ,, \:U111prchcn'''c eofmm.llhm tedtnul.•~' pl.11hurn f he 

lm.lcnturc dt)C• Ml hmu lhc •• mounl the (\mtrMn> nt•O) tn•<>t on Kc•lllctcol 'tuh\lllo .utc> ur "crtutn Jtltnt 

'Cnlurc) cngotgcd 1n one or more Tclc:runununu:auun' Uu,tnc\\C~ ttnchuJtnj.! the JUIIH 'cnturc thhJu~h nhu.~~ 

the ('ompan) t< p•nicip;uing in lhc I.Mi>S •ucttonl m the .tnh>Unl oof J>cl>l the ( omr.tn> m•• '"'"' lu fund 

tn\e>lmonts tn Rc•lriclcd Sull-tdt~ric~ Of .uch JUIOI •cnlurc• A• <>f Oc.:cmher II I 1'1" ,titer~" on~ prot lurrn.t 

cfTccl lu 1hc OfTcrina. I he amount of IOIJI wntOhdJied hJbthlte• .. r 1hc ( unor•• ' """lol h.l\e t>cen 

•ppro\tnutd) S 1.16-1 7 mil hun 

The futun: fund1ng tcqut~mcnb dt\4,;U\\C\.I .1htt\C ,trc ll.a,c\1 un lht t t..HnJMn\ ', urrcnl c;IUIIJic' l hctc 

~•n lte "'' •"ur•n~c 1h.11 uclu~l upcndtlurc. .oml lunlltn~ rc'luorcmenl• "oil "'" l>c ·o~mho:.unh lur;hcr "' 

h.mcr 

I he C\p.m"un .uu.l t.lcH·Iopmcnt uf the ( OrHf'o.l"' \ 'tf!Cr.&tlnO\ tam:ludtnl' the '''"'tnu.:uun .antl .. h.'IUI\IIIun 

ul .oddoltonol ncl\<utk>l "'"depend on. among uthcr lhonE'· I he Cornr on• ' ,thtlol• h> ... ,. .. n>~r~eh tdcnuh , 

hn~ncc and complete lUtHtblc 3CClUtSilton>. de»gn ht>cr "I"'' net""' ~ h .. o:~hune '"ulc• on•t•ll hher •'I'll< , .ohlc 

..and f:acililie)-. induding l't411chc,, and obt.un n1%,hh·u( .. 't4.1\ htHidtn~ .JHC" IIJ.'hh Jfhl ·'"' lt"\luncd )t•"crnmcnl 

JUthOO/.dltOn.,_. (r.anChi\C) .tnd pcrmih, all 10 ~• II01C'h m.mnc:r •. II rc.t"lh.1hlt- '-•"h .tnJ un ,.111\IJ\' Io" tCUlh 

.ond c<>ndiuun• In .tddlllon, I he C'omp.IO) hJ' c•pcrocn•c•l t.ortd l(nt" th •tnte oh ttttc1>1oun .. t".l the CttttiJl.lll) 

ho:ltc•c' that sul lained llf'll"l h places a •lr•in un orcr.tltl.tn.ol, hum.tn .tnd lttl.tn".tl rc~oour,c• Itt ''"lc' Itt 

man:.gc: ib gro" th. N~XTL I N K must cominuc to 111lJlrU\C ''' ur~er .tlmt: .tnd lhhUtnl,1f.lln" ""' "'''m"' 1111.ludm~ 

I he continued dcvclupmcnl or cfTecth·c: ~1"''""'' rel.ltln)t hi urtlenn):. llftl\l\h\1\lft~· .llhl htlhn,: · ~ If ldc'"utnll\Unt"' 

c.J thm' '-cn·icc'\ N l XTI.INK IHU\1 ul)ott con11nuc tu .tttr.l\1 .uul tctJ.&n 'tu.ai&IJcJ m.an.t}"Crl.ll, p ulc,,Mn.tl .lnll 

trduth .• llllCr,unnd J\, ..1 rc,ull. then: C..Jn be- no .J\\Ur.1n1.r lh.at the t ttmp.tn' "•II he .ahlc h• unplc'mcnt .and 

m.on.tl!< >UCc-o>lull} th gro,.lh •lmlell) . 111c Cnmf'Jn~ ·, ~'""lh •lr~lc~~ .ol"' tn•••hc• the lullu .. tn~ "'~' 

Quolrfi~ PI'Twnnd N l XTLINK bcltc•c• lh,u.o '""'"I •·•mpuncnllt~r th •u"e" \\olll>c lhe .otlt .o.ltun 

.tnd lclcnlion o( ClU.oliflcd m~OJj!Cn.ll. rr\l(e'""""' Jnd lc.hn~t.tl f'C''"""cl llunnr IW7 the t urur.m• "·" 

C'\pcncncctJ Mi;ntlk.anl comrctill\)n In lhc ..JIIr •. u.Hon .tnd n:tcnlhln HI ('('f'loUnnd th.ll P."'~'' the ,~.II '('" th.it 

the CtJntp:on) " <ec ~'"l! · Allhuugh I he (.'omp•••> " ''' hccn '"'~n·ful tn JIIIJ\ lin~ .on.J rcl.tontn~ 'f"·•hhco.l 

J><:r.nnnc l. there cnn he no '"'untncc 1ha1 NI!XTI.INI.. "til nul nr<nen•c ,, •hurl.t~< ul t.fll .lhltc•l rcr• mncl tn 

lhe future. 

\"\\1Uh uml t'/UfJimrnt /nuallulwn 1\n C\\C'nh.tl dcmcnl ul the t •HI1f'·'"' ' t.Utrcnt '"·''"~~ h thr 

~''"''''on of S\\ll1.hcd IU~..al ~f\IC:C:. 1hcn: can be no """'urJntr.c th.at the tn,t.tiiJth•n ul thc rctfUH<tl '"'h.hc'. 

It Iter upltc CJblc and aJ.WCI~Icd clcclrontcs nc«>>JI) 10 tntrlemcnt I he ( ~~~•r•n• ' hu•u•e" rl.tn "oil " ·nttnue 

lu he .:omplc1cd on lime or lhJI, dunnglhc lc,una of lhc-c '" "' he• •ntl rcl.ttell et.fuormcnt I he ( ""'I'·'"' "til 

nul c\rcncncc lcchnoloj~tc.tl rrl)hlcm> lh.>l '"""'" he rc,.ohe.t I he l.ulurc ••I the I " "'f'J"' t" on•t.tll .onol 

OJ'C'I IIIC ~UCC~\f1JII) udthllvn.tl \V.IIChc' • .md uthcr nCI\\ur~ C'(UirmC"nt \l~ltJ h.t\(' .1 III.IICn.tt .• uhcr~ Cllc, I 

"~""'" the <.:ornp.m) \ .1hlftl) lo enter mJd1110n~•l mo1r~ct' lh .1 ''"~k ~~uh. c prut.lt.IC'r ul lch:,·umutunh .• atHm' 

~c" tee~ 

lnlt•rf'omrrctum A~trr.-mrnts The Cumrun' h.t' ..etth <"tucnh ••t '"" , u11cn1h th:~··•ll .lllllf ·•t:h·cmcuh hu 

the •ntcrcunnct:uon ,,( th nCII\4uf.._, "lth ahc net~''''-' ,tl the II 1 ( ''"c:nnto: c.nh m.ulct an "' tud1 

"';\II I N I.. cllhcr ltJ> "' "comtrucung" nel"'"~ I' I '< I I IN" nu• he ret.futtc•l ttl nernu.ttc ne" . "' 

rcncgu11.1tc c: .u~tlng tnlcrconncction ..ag.recmcnh .o 11 cnte" ncv. mo~rlch an the future I herr , .a n he " ' ' 

"'"ur-Jncc thJI the Comp.an) 't4tll 1ucce,sfull~ nc~\)llltC 'ut..h ulhcr ~•l!rccrucnh l•u tnltr,nnnc,uun "'11h 1hc 

ILL(" U f KOC't4iJI\ ur C.\1\lln~ lntcrc:onncc1tOn .. ~rC'Cillcnh lhc f~••lun: ht nc~·······\." I ClJIIIt\· .t tnler .. ,utnc~o. lhtn 

..tp:teCnlcnh COUld hJ\C .1 nMtCrt.JJ ;td\Cf'oe effe-Ct UJ"'IO the ( utnfl.IM\ · , .ahtlll\ h• C'llh~f l ,tpttll\ tflt" IC'ft:\.tJIIUUUIII 

.. :uhm .. murl.ct a\ .1 ''"ttlc '4XH\.t f'N\1dcr of lclc..••mutuni,.UMrh ~f\h.ti.'' 

II) 
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Ortlr•nnJI. l'rm blonln11 wrJ 811/lnJI 'I he Comp.ln) '"" devclnpe<l ruocc '"'' and f'lil\:Cdures und 1> 

""'kint~ "''" C\lemBI venllor>, oncludin~:~ I he II l'C1, on I he ""llicmenl.lloon uf ""''""" oooder. fvr >c:r•·oec•. 

I he f1t'U\I\IUn10~. in)tJII..allon ;and dethcf"\ of )U\:h --.en I~(\ olnd llh~nthl) h:lhnjl fHr '"'''«: \,Cr\1!,,(, In .. ·,mnc'tlhJO 

"'''h '" dc\C·I,trrncnl uf ;~ .. omprchcn'-'H' anfuttnJimn tc"hn.th~~ rl.uf.tun the< umr--n' "dc:,clop•n, .;and 

unplcmcnllnt: ..aulom.ucd Internal \-)'\I(Ol't ,,, rru..:c'''"it \.U .. hmlCt ,,n:Jcr ... Inti pnt\ l'tumng U!lhnp h rro\ tdcd 

I>) unalhhnlcd ohird·p.trl) •cndo~ 1 he f:ulurc on dc\Civp cllc<ll\c u11eonal rou..e"'' .• n,J '''""'' for I he~< 

.. crvicc ch:mcru .. ur the r •• uurc or the C"OnlfMU\ ·, ..:urrent \Cflllor .. \H the II I·(' Ill Jdi \ f f clrc\'11\C"h \tnlcnn.,:. 

prt\\l,lun.na: t tndudin~ c'tuhll\htng 'ullictcru \.olf'MCH} .an•l fu\.lllltc' un I he II I ( '\ nci"Uil.'\ llt "cni"•c the 

I ""'I'""') .ond holhng "'"'~"could h••~" no.olcn.ol ""'""'ell eel up.>n I he ( ""'"""' ·, •holll\ 111 • choc•c ''' 

~"'" 1 h \lr:IIC!!~ 

f>mJuol• unJ Sn•loro The Cump.tn) c•pe•h h; wn11nuc lu ~nh•n.c "'')'""''on order ou oOcr '" 

cu•tornco '""~hcd loc•l oc:ou:c:s and o1hcr cnh,on~cd rmdu~l> .ond "'"'""on •II of ol> ncl~<ur~' .u ljUidl) "' 

pr:ocuc"blc .ond "'' permo lied by upplicJble rcgul.ollon,, The Cumran) bchC\cl II> .obolol) oo uiTcr. marLcl .on<l 

,ell lhc•c •ddouonal products and sco icc> \\ill he imJ1<1rlunl h• the ( IIOlflJO) ·, .ohihl) lu mccl "' lung·ocrrn 

\l r.l1C);I'- lfhtV.Ih t.tbjc:cthc:,, hul i\ dcpcndcnl un I he ( umr.un \ .thtlll\ ht tlht.un I he OC'Ct.ktl "•'f'tl,tl. ~tJtJthun.al 

I.J\Uf.thk fC'JlUI.Jh,l) liC\CktfttllCIIh .-mJ the oi\.\.Crt..an,c ttl ''"·h rr...tU\.1' o~nd '-<'' 1\,('\ b\ the (. umpJn) ·, 

,u,lunocr' "' " u"'ur•n.:c '"" be gl\cn thJI the C umJ'.In\ "oil be: able 111 uhl•on >uch '""Jlll•l ur thai such 

dc•clopmcnl• or ucc~plnncc willu.:cur. 

irqui<IIWI/f The ('omp•ny intend> 10 ""' •he nco pru<.c~d' of lh~ ()Oerin~t 111 ••I'·'"'' "' nco,.orl_, Jnol 

"'r"cc niTc nn~:~• through onlcrn:U ckiCiopmcno• •nd aC'fUO•III••n•. "ho.h .. ould he m•len•l Su.:h •~quosouun>. 

or m.oJc. •.'UUJd do•~n lhe ICWUI'C~ >nd nl.ln:ogemenlllme ,,r lhc ( OOif':OO) .lnJ " ltuld rcquorc onocgr.l loon "llh 

1hc ('ump.on)·\ uistong nch•orl.• nnd >CO ICC• I here ~.•n he nu J.•>Ur-Jnce lh.ol JO) such :ocqu1111oun> \\Oil occur 

111 I hut nn) >Uch ucqui.,.ion!. if m:ode, "oul<l he on 1cm11 (avor.oblc 101hc Cum(l.IO) or "ould he \ucccslfull) 

ontcgr:olcd onto the Cumr.on)•'s operotiun• 

\'r'f'd r .. tlbluill """ "'"'"'""' frollrltl~r •. lhmlh """ Hltiii>·Of- " II) 

l n order 10 .u:quorc "nd dc>clop "' ntl\\ url.> the CompJn) mu>l obi Jon l111.•l frJncho"'' Jn.J uthcr pemnl-. 

.., "'";a., nJihh 10 u1ih1c unckr!round condun und acnJI p.1lc IJ'.ICC •n•l ulhcr rojthl•·oi· ~<J) .ond hher •-apJO:II) 

from enlillc\ ~uch a' I L~C) und uthcr ullhlltl, rJolruad •• l11n~ '"''·'"'" """!'·'"'"'· '"''" hojll"' ·') .ou lhonllc,, 

hh.·~•l t;OH:rnnu:nb nnd 1r.111~h aulhontic,, "J here .. ·an he nu .• ,,ur,an"·c 1h.a1 lhc ( un1 fMrt) \\ Ill h4: ahlc h• 

m.unt.un "' t\l>long frJncho>e>. pc:nml• •nd nght> or to oh1.11n .on.! m.un1.1111 I he ol hcr fr•nchl>e•. permll~ •nd 

nghl' needed 10 implement ob bownn> piJn on ""'CCPI•blc lcrnh Ahhuu~h the ( ""'~"'"> .Jon nol bc:hC<c 

1h.o1 Jn) of lhe ni>ting urrJngemcnh ~<Ill he o:Jn~elcd ur "'"not he rcnc,.ed "''needed rn the neJr future. 

c.on~cllntion or non·renc,. ul of cerl:oon uf "'~" urrangcmcnl• wulol m.olcto.rll) ... h cocl) Jlfc~l II'< ( ulllf'·'"> ·, 

hu,inc'' tn I he .tlfc..:lcliiiiCHUI)Uhlan .trc.t In .u.h.lui,m, I he f,11lur~ h• enter 1111t• MHI 111.11111.11n UU) ''"';h rcqum:d 

.on.on~concnl• loor J J'.llll<ul.or ncl"uok. ondu<ln•ll • n<l .. utk "'""" " Jlrc•d) under Jc•clormclll, "'") •lfe~l 

I he (ompJn) ·, abilil) 10 J<''luirc or ck•clorthJI """ut~ Sec " ltu,tne" ( unlf'Jn) Ncl"llrk Anholc<."lurc " 

In c•ch of I he no.orLel• "'"ell b) the Cunlf'Jn) ·, ncl"'urk•. 1hc (""'I'""> """f'C"' rnn.or.JIII """ I he 

IU· < '""'nl! thut Jrc:a. II I c, :11c ••tahll;hcd pru\lolct~ ur t.x.tl l<lcrhunc ''r""" 111 oil uo \lrtu.oll) .oil 

lclcph<•nc •uh~<ribc:~ "i1h111 !heir rc,pecli\'e sen lee arc;o, II I C• olw h.l\t lung·•&a nd•ng rcl.o111ond urs "'"" 

rcgul.oloo Julhonoi~>s Jl I he federol Jnd •lule lc>cb While rc..cnl I ( '( Jl!nunlllr.ali>c d«11111n• ""'lonoti•l"e' 

rro•lllc oncrcil>Cd bu\lnC\1 oprortuniiiC> 10 IClcUIITinluno•"'"'"' prmodc!l IU<h .. , lhc t onoJ'.In•. lhc~ .. , .... 

f'IIJ\Idc lhc II LC· \\llh om:rcascd pnclniJ nc\lbolol~ (Of lheor rm•lc lone .on<l lflCIO.ll .lUell •nd '"'"'hell 

11'-'CC:" 'Cr\ JCC'Ii. In addiiiOn, Vi' II h respect IU .:-ompclltl\'(' "CC,:C:\\ ~(\ u:r' ( ol\ orlfl\1"\Cd 10 '"'I h. hrd locul 

"do.ll'gc -cniccs). lhc I·('C r::ccnlly propu><:d u rule 1hu1 "uuld provide lur lllcrcu,cll i LE<.' proo:ong flcxohihl) 

:ond dercguiJioun ror such ace~ sco"i.:a either •utumdiiCJII) ur Jrter ••"·"" conopellll\e lc•ch .ore rcachrJ 

If I he II I <'• •rc .. IW..cd b) rtjiUblon lu otTer d111<1Unh 111 IM~e ""'1"1\0cf\ lhruu~h wnlr.od l.onlh. rnl'•lt< on 

,1):-~fC,,t\ C \llfUrH( ;md lrrrn di\.C\l\Jnl f'O\tn)t rt.I\11'-C:\ fot tllt'lf \. U\IUIII("I'• o1ntf/t1t 'lC'CL Itt ,h,lfttC t..tHtlpclthlr" 

c'"~'"'"'' '"'C" lur inh.'htUtnC,ti\H1 lu lhdr net""'"''· 1hc llh.tiiUC' uf ..:untflCIIh.H' "'the I Ll.:.( ' · lll\. lud1ng the 

It 
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On l>cccmbcr 31. 1997. the United StuiC3 D1>tnc1 <.our! for the Northern lll\tnct uf I c.." "'ur•l ,, 

decision hohJrng thJt SccliOn.S 271 through 275, tncludtng the long d!>t3nce COli) f'Htll>rOn>. of the rclccum 

Act 31'C unconnitutionnl bc:cuuJC they violutr the >ep:lrution or Jl()Wers pnncrplc' crnd bil l ot all11rndcr l"t" r""" 

of the U.S. Con•titution. On February II, 1998. the Unllcd St.rte. r>i~trict Court fm the orthcrn l>hutcl of 

Tc-\AS gnntcd the C LECs' request for a •t•> or the lk<-cmhcr 11. 1997 dcci•ion pcndrn~ •rrc•l 111thr Un11cd 

States Court of Appculs for the Ftrth Crreurt That .tppc.rl "currentl) pct.Jon~ If the ''"' "hhcJ. ur rf the 

Firth Crrcuit upholds the dtS!nct coun'• ruhng. then the RROC• " ould be free to enter the '""I' Jo • once 

market, provtdong additional competition to the Comp.m) '• bundled ><I' ICC ulfrnn~ In oddrll••n. thr d"tnct 

coun·s ruhng "ould rliminatc the long drstanc:c cntl) m'-cnti\U under the 1 clcwm 1\nthat "<rc <k\lgncd to 

promote interconnection between the ILEC and nc" nontr\Ctltol\. ' I he oll\tnct cuun·, dcce•ullt h1" hccn 

uppcalcd h) the U.S. go•·cmment and J number of uthcr ntlef\cnu" 

On lila) K. 1997. the FCC n:leaKd an order estJbl"hong a "gnthcanth c•r·•ndcd fcdcl'llltclc,ummunoca· 

tiOM subsid) regtme "hicb both incrc~ the sue of C\littn~ >Ub\idte> •nd crc•tcd nc" •UII\1\h lund' In the 

Muy 8 order. the FCC also announced that 11 "'" """" rc\1\C II• rule• for •uh\ldllrnJI \Cf\t<c rrmodcd 111 

('OniUnlCf' '" high t.:Q\1 arc~o.l\. n u: Con1J)..tn) In tenth '" lti.!~C nil 'Uthld\ ,..1\ IU(I • U~'IUir(tl t-\ 1 .~\\ S('C' 

"0u£ine~$- Kcgulu!OI)' Ovcrvtc,w." 

On July 18. 1997,thc United Stutet Court of AI>I>CJh fur the ~ighth Cucu11 u•cnurncd man) ufthc rule• 

the FCC had e5tablished potluantto the Telecom A,t go•cmong the term• under "hrch <:U (' ntJ). Jn!Onjl 

other things. inlcr<onncct "'ith ILEC:l. rc>ell ILEC W:f\1\CS, lc~ unbundled II I'( nct,.url. clement• Jnd 

terminate truffic on ILEC net .. orlli. On O.:tobc:r 1~. 19'17,thc lin11cd StJie> < uurl ,,r \ppc•h lur the lt~hth 

Corcuit vacated the FCC's rule prohtblllnll lli:C• from -ep:~r.llong unhundlcd nct"•Jrl clement> th.ot arc 

already oombtned, CACcpt at the rcquell of the CLEC~. 1 hcK ctghth Circuli <lcci\Hln• >Ub>t•nuall) hmll the 

FCC's juri~diction and upand• the >lute rcgul•ton' Jun\do~tion Itt w:t and enf11rcc rule> go•crnin~t the 

de•·cloprncnt of local cumpcthiun A• 11 rcouh . II " more hkcl) tlnll the ru le• ~H\Crnno~ l • ..:.ol curnpcllll•ln "''II 

VIII) >Ub>tanllall) from >L•tc to \late M"'l Mule>. hu,.eHr, h .. -. olrud) be~un tu c•t•hh•h rule• lur I•A•I 

competition that are consutcnt "'hh the FCC rules o•cnurncd hy the Eoghth <:orcurt If J p.oldi"'Uil or \IJIC 

regulattons "ere 10 develop. it could tner<LK the ComJ»n) ·, t"'l> of rc:sui~IOI) romph~nce Jnd .:uuld mnc 

competith·c cntl) tn some markets more dinicuh :111d upcn\1\C than in uthrn Sec " llu\lnc" - Kcjlulatol') 

0\ctvicw:· 

To cbtc the ComJ»>I) hou dcmed a •ubllanllal prOJl()r110n or II\ rc•·cnuc• from <CriJin IJij!C .:u•hHIICI\ nf 

111 compelllt\C utc:c.u Knicc~ and II\ IVR cnh.a.nccd comrnunt\.dllt)n Kt\ICC' uffC"un~ ... 1hc Jt.,."" ur t.Jnt" ur murc 

o( "'bich could ha•-c a rruucn:tl ad•i:I'\C effect on the ComPJn) ·, upcr.111ng re>uh• The Comp.tn) ·, 10 l•rl!e>t 

customers accounted for approAomately 2S%. Sf\\ and 61>1 or the Comp•n)'• rc>enucs on 1997. 19% anJ 

I 995. respccthi:ly. The Comr»ny don not ha>c lona·tcrm -e" tee contr:~Ct> "llh rno•t of the.c cu>lumcr>. The 

Company will C()ntinue to be dependen t upon a smal l number of cu\lume" for 11 \Uil\tantt .ol rurtrun uf 11' 

revenues unul wch 11mc. if :ot all. u the Com(»n)' gcncr•tc• >ub>tJniiJI rc•cnuc. frum the p~tl• o•mn of 

'"itched luc:alund long di>tancc c:ornmuoucauuns >ervtcc• 

The telccommunu::nions indultl) is >UbJcCI to r.~pod .nd "Snthcant chJnjlc• on tc. hnofUjl) I he ell eel un 

the Company or technological chnngc•. including donnjlt\ rckoung IU CIIICij!llljl \\lfchnc .ond "trclr\\ 

transmission and >"'llchina tcchnoloaic>, cannot be prcdrctcd In . ddillun, the < ump•n> from lime "' umr 

receives requests to coMidcr liecn1ing ccnain p:~tcnto held b) third parties that mu) h,,.. beanng on '" IVR 

and vinual communications center Kf\tccs The Com!IJn) ron\ldcn >Uch re<junl\ un the or mcnh. but h•• nul 

1u d.:~tc cncc:~d 1n1u an) \UCh h«nw- a.Jff'Cmrnh 'hnultl thC" ( umro~n) ht- rc~uuc•l ''' I'·" h\.cn't frc" w tflr 

luturc. ,uch J'M)mcnl\, 1f sub,s;ant~~tl. \.UuhJ ho~'c .. m.41Cno~l .u:hcnc cllhl • .n the C ••mr.an\ ft\ulh ''' 

operations 

3) 
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J h~ ( urn pan)·~ bu,.n~ arc rn.tn.•gctl h) ,1 ,rtull numhcr uf l.c\ t"''*" "'''"' •'flh cr' tfu: ''''"" ''' ~ ~: •• '"' ·•t 

"'hom •:ouiJ h;l\c n mnlcrl:.l :u.h•cr-..c c:llt•, 1 uu til,· c ••mp '"' I luo c ''"'~" ..,, •·· II· •• '" '' II ' '""" .. •II 

tlrJ"'rllll tn lupt:· J•UI Uti th ttoilih lu tit • olu1• 1 I "I'' tud • t •ltl li1 th of tl I H I< t ~tul II tlotltl \ I .tiltH I olfUJ 

tt t till httlth LtiJHI uul ,u~lllh 11 I"' 1 ~~~ill~ I \l u t .,f tl1c.· \ u.,uUH' nih'''' ••I tlh; ~ ••111p.tfl\ lltt,hh.hfl~ lht." 

pt..:,hl~o'tlh olth uj'IC'f,tllnM, ,yh,uh.utt,,ll,, nntiM\C cntrl••>mcnl .a~rcC'mcnh \hlh•u~h the(. ttlll('-'"' h.h tt<cn 

'u~~o:"lulon ullrucunp .on\ll'(l~inonl! 'lu.ohhtlli'CI><!rlnd. rhcrt ,,on he 1111 "'""·'"'' IIIJI l'.l \ II I N II. "111 n••l 

t\IJCncncc .o •honugc of 'luahfitllpc~X>nncl on rhc fururc 

A' ..t IC\Uh of I he 'll!Uilil. .... dnl C'\(M:O\C) ;L)\4'-I.IlCd <AIIh the C\I\.10'\IUO .uHI .._tc,ch•pmcnl 411 lh U(l\\11f ~ \ ~Hhl 

>('1'\ '"'and I he l'lln•hrltl) or I he lc•cl or 1'(\tllUt\ (:~Otr.llr<l lhh.tUBh \otlt\ ·•I I X II I 1'. ~ ' I\ I( '""·'"''" 

(Ummunu.-•• uoR) seo l'-"C), the CUOli'\Jft) zt.nlh.ll'\oAI(\. tho~ I II\ urcr..allng ~\Uit\. ''"""' '·'" "'~nih\ .lnth ''''"' 

flC n 00 I>' pc II 00. 

Ci•lltml fit \fr. Crtli/l 0 . \frC•• : Potr~tti•l c ·u,.jlirrt uj f11trU>Il 

Ct.ug 0 1'-ll-Cn ... pnmaril) lhrouj!h hh IIUJlllll\ """'"h•r •nil '""''"I ool I ··~lc 1(,.,, ln•r•lnttnl• 

1..1..\., .o W.tshlngron luuiltd ltnhihl) .:outp.tot) t "' ••l!lr l<hco" l. ,.,,.,11,.1, ·'l'l""'""·llch '1'o ool lh~ 

Corn('Jft\ ·, lul..tl \01In,:, f'U'*'CI A~ .t rc,uf\ ~h \t'-( ·'" h.a, lht .Jhllll) h• '"''01htl the tluc .. ll••n end tuturt 

orcr:lltttn' uf lht Cump.Jn) M r M<·(~ .. ., notl .tn ne<UII\C .,u,.·cr ttl rhc ('""I'·'"' .11111 111 uldlltoon "' lu' 

on•urmcnr tn lht Comr•n> rhrough t a{(lc ltl\ cr, M r 1\kl ·'" "·" ''!:"'"'·'"' '""''lmtnr, on urhcr 

conrmunocuuun> cump.tnlc~. includlnj! Ntxltl Cmtununoc•l"'"'· In,, l clc<k'l• l "'I"'""'" .uul ( .ohlc l'lu, 

Inc .• wmc or "hich could compclc "ilh the Comp.tn\ ,,, ,, '"'!tic \.HUfH .. flh"hlc f •• j lcl(\.tltllllllllll\-.llllllh 

'-Cf\tec:\ Of JCl J.\ ;a )Upphcr to the ( "omp;an) df ~o.cu.un tclc~•muuum"-oiHttn' ~nr~.-c' I he C .uur.an\ Jnc" l'k.t 

hn•·c a nun,ornpcltlion •wccnlcnl \\llh cllhtr t>lr Me(~" "' I .o~lc l<l\tt \lr \1 .1 ·'" '' ""' hoouttJ h• ·'"' 

cuntmclu.tl rc,tnction~ .Jtt.un~1 s.tlc' of the Comp.tn) ·, t..tHIItttnn 'hto.. L 

l'm~lflilll I 11f11tifit)' of .\rr..-J. l'rirr 

The m.nlcl pncc uf the:(. Olllfi.IO) , '-~tmunon ,,.._..._L h . • "~ I!J\·cn .. uHI '' l•~ch In ... ,unum'-" ht h~· '"'·•ltk I he 

m.erL.ct JUh .. C' uf lhc cummun i,hN:l. ..:oul\.1 be 'UhJCCl 10 ,,~ntll\'.tnt tlu~oiU .. tth•n" tn '".'f'ttM\.C 1•• ,, numh<r ut 

r.u:tors • .;uch U) UCiu.sl or .tnlicip.Jicd \UOJtiun' tn the Cump.lll\ \ \~U.UICih llf'('f.tllll•' ft.'\Uih. Ill\." '"'"~Ju,'lhtn 

of nc"' producb h) the Cornf'Qn) or ah comrcu1un, eh.AftJtC"' 10 ulhcr "'•nthltun' ''' tu.:n•l' 10 th..: ( •""r-'"' " 
tn\.lu\11). chungc~ in gu,crnmcni.JI ~aui.Utun" . ..:h.angc-, tn ,c,uultr'- ..an.1h'1" (\IIIII.Jh.'" '''the ( •'fiii'•O\·"· ••r 

''' Ct>mpctl1oo.· or indthtr) \, futu re pc rfurrn .uu:e ur ~cncr.1f m.uLcl ~o.Hn\lllhJO' In .uMII tun, '~~""' ~ w.trL"h 

h~\t ~\pcritn~td c\lrcmt J10CC ~nd •oluntc \ OI~Ithll tn rc,cnl '''·"'· "Indo hH hdt.l.o \Uihl.tnllol dlnl olltlhc 

fll,lfk.CI pnCC'l or .CCUMIIC\. ur IUJn) '11UJIItr ruhlu: .._~llftiJl..l lliC''- lttr IC.I\.otln' h t,IUCnlh uuu:l.tlrtl lt• I fit." ••J'CI.IIIfl~ 

pcrfurmunct uf 'uch (Un1J1dlllt\ 

lh•no 7. l'lnun• •nl .\tutnrrr"" """ ,\vprfnrtrlf/Mr) · IJutu 

Tile <un ... •hd.olcd hnan~tal \IJitrncnl• <lr rht ( ump.Ht) ,uc hk•l umlco lh" I rem. hq•orrnonr "" l"'f' ~4 ool 

lht' ltcpo.tn. and ur NI· XTLINK Capllal a"' hltll unllct rho' llcm. I"•'""'"~ "" I '·'~' tol ool '"" l<q~ort 

one 



• • 
I'AHI Il l 

The follu"'1ng IJblc \CIS fonh I he name•. age- and f'<l\lloun• ol 1hc e•null\c nll,.·c" .onolmc11ohc" uf 1he 

Compan) '• ho.nd of dircclol'll. Their rcspc~ll\e h.,.· l.~ruunJ, uoc •kwrohcd fullu"'"~ I he l.ohlc 

Sl<'<n W. lhlOJ>c:r(.l) 
\\ .o~nc M. Pert)· (I) . 

JJn>cs 1-. Voelker( I) . 
Cic<>rjtc Ill. Tron~ruc Ill 
J ,m I 111dolc 

1\a lhlccn II . hkro 

H llru~oe LaJicr. Jr 
( h..rle< I' DJnich 
Mo<h.ocl J M<H:olc. Jr 
R Gcr.ord S.olemmc 

Cr.olg O. ~kCa" 
I lc""" Wrihlonl(lllt ~II I J 
~<•" J.r• 1<( 2) .. 
W1lloum A. lloglundll) (2) 

Sh.mm L. l'lcl-on(3) 
JcfTrt) S R.ul.c' 

(I) Mcmhcr <>f I he E•ecull\c Comm111cc 

41 

"" II 
41 
44 

40o 

17 
4-1 

~· 1'1 

( ~) l\lcmhcr of 1he Compcn-"llllln Contn>lllcc 

(J) Member of lhc 1\udil Commoncc 

, ... " .. 
II ugh C. Calhe) ... 47 

I >on ll lllcnmcycr ~~ 

Jell < • Sh>nc •. -10 

I>"' '') nc Nicl-on 41 

(i~f) Ru.,dong . 4(o 

l)on• ld W. Scs.amcn (..I 

111\h.II.J " '"II''"" I )I 

( lMirlll1tn llf the U u.1hl ul UUC'~o.hir' 

\'o.c { h.tllr::dn .md ( hocf I \ C.UIIIC on •• cr 

l'rc,llknl .u11J t>ircCIUJ 
( hocl Orco•l•n!! Olliccr 
\ I\.C' l'fC' \•tlc'nt ( tud uf I ..... 11 I \ \ h '"f"" 
Ot'ttf.JihiU\. 

\ o.c l'rc•o.Jcnl . ( hoc( l ln.on<~.ol Ollo,cr .onol 
f fCJ\Urcr 

Vo,e l' rc"dcnl ficncr•l ( uun><l "'"' '"''"""> 
""" l'rr•o.JcrH. ( hrd I •• hn"l"~' I lllo,cr 
" "" l're\ldenl . ('hod \t.orl.clon~ on •• cr 
\"tee l'tC\Itlcn1 , 1 \tcrn.tl \ IJ.uh .JmJ lnJu,ln 
Kcl.oloon• 
lluc..:lor 
I hrc~ lot 

Uuc' l•tl 

Um:..:hu 
llrtC(IUf 

l>ucdur 

1'!+ ... 1111. 

l'rr~~ou.lcnt l•l "'I· X fl I~ I> Ol11u. I I ( 

l'rc~~oH!tnl ul NIX IIIN I> I CUll(\\((, I I I 
l'rc,tdcru ••I 1:\1111'1> l nh.·r .t~~oii\C, I I < 
l'rc•odcnl ul "'I '1 1 IN I> I l.olo. I I < 

l'rc•odtnl ool Nl X I L IN!> l'coon•1l .om.o I' 

l'rr,tdcm ''' 1'1 X IIII' !> ( .ololouno.o. l I I 
f't(',ttlcnl uf '''Til;\~ fll•noh In, 

Uut\.lur~~o uf lite:(_ UIUJMO) .1rc rlcdctl .tnnu.tll) .tl tlec .tnnu .tl mcc1u1~ ••f ,h .ucleult..kr.. I he tiC \ 1 .mnu.d 

mccllng or ch•rcholdcD u \Chc.Julcd fur MJ\ IW~ o\ 11 uf lhc ullo.c" o.Jcnloloe<l Jl>one -crH .ol lloc do-.rcllun 

or I he Bo>.ord .. r l)orcCIOD or I he Comr-on• 1 hue tiC "" f.uuol\ rcl.ouun•hor• hc:l .. ccn .on• '"''"'" lllcnlllocd 
ui"M>\ c 

I he: \Hill ( •unnuurc as rctpt.lll'lhfC' lor t(\IC-'Ifl~ thl" '\.Cr\h,C' pnnHird ''' tlh: ( .. 111JHfl\' nHICJ'<'n&.lcn1 

.nuJIIUf'$, \!00\U)ltng "ith lhC tndcpcndcn l o.Uitlih•t\ UO • .uJth ..entJ rhiJ'IItii.C.J ,1111l1h 11l tht ( t•lltJlJit\ .amJ 

rc\IC"'"S I he need for inlcmrd audilinJlrro..:cdurc• .onJ lloc .1d<4uu~~ lllolllcrn.ol "'"""'' I he ( uooorcn•.ollvn 



• • 
Jon Lotrlrlr ~h. Loichle h:u been Vice l'n:•odcnl. ( lucr uf L<ll.al L "h.onF" Orco•l"'"' 111 'I \ II I .._ 

•on<c <Xtober 1'196 Prior hl that. M< Loochlc .... , the J>rC\odcno tJf I.X II H,.,_ ""'""""' I the "rlu•l 
-.unuuunu ... ttHm' ... tnlcr) (n"..m Jul) 19'J' l'nur ht lnttunp ~I X ll I'\~ \h I '''~hie ~""' I \C.. UII\C" \ h.c 

l*rc,uJcnt ~H lJ ~ !\tt-rn.tltn OciiVtl .and <ir .. nd H •1"'1' ~ltdll)t •n hum \ rul P,.ll tu lui" ,,,.,, \ t ' "' ' •••n.tl 

~b Lou:hlc led the dc,clopmcnl uf tJn cnh.snu·d ~'' h.c pl.ufutru ( ~L•}!•~ ' umllo\1 t lr••tu .. ,, <'1'1 tluuu~·h 

produ-.uun ')~tcm .end tmplcmc:nHtiWn .. rom I',.JU ht IY'-1 .~. \h I '-lu .. hlc ~ .. , ' ""l.uH \ h\: l'tt\hh.ut ul 

hnJnce for SP Telecom in S•n hJnc osco l'rour 111 th.ol , ~h l.ou.:hle " ·'' \'o.c l'rc•lllcnt otl I llt.on.o,ol 

Operaliun• for Lc\11CII I\llncl / r\LC on IJormonjthJrn. \l ocho~.on from l>c.cmhcr I'IMIIot O.hohcr I•IX'I 

A'mhlr.·11 II. /.•Am ~h. h~r.. h~• hccn Vll·e l're•otlcno. ( htd I '"·"'''''I 011"''' .on•l I "·'""''o " ' 

Nt:XTUNK >once January 19% Pnor lttlhut, •he "·" l'rc.,o.Jeno ""'J Chocll '"'""'< 1l1111cr ,.r Jl11t11un \or. 

u "holly ""ned >Ub~idinl) or Alusl .• o Air Gruup l'nur '" hco llpp.oontmenl ,ol ll o.n/un \ II '" h~o •• \(1\CII ... 

•l:olf Vice President or Hnancc und ("ontn•ller uf \1••~• ,\ irhne• .ono.J AIJ•k.o ' '" < iruufl \h '-~'"' \Cr\l~t 
\\ith t\l.u~l...a bcg.,n 10 1~87. "'hen ,.he""'' .JfllkHnh:,l ( unlntlfct ,.,.nt lu ~·tnlnf \ J.,,L,.., ,11( ~." .tn .IUciU 

nunJgcr "''h Anhur Andersen. 

R Bmtr Eostrr. Jr. Mr. !:aster h•• hccn Vo.:c l'rc•rdent. C.cner..l ( uun\CI .tntl '>cucl.tl\ uf 

NI'XT LIN K )once Janu31) 1995. Frum 19H6 to l>t~conher I'J<l~. \tr L. .. ter "·" .tn ·"""' ' Jie •ntl ohcn 

r•nn<r on the IJ ... firm of 03\-is Wnghl Tn:tn.nne rn ~.tlllc. \\ ,1\hOnfhln "here he lo .. u\Co.J ''" \OIIUIIOUno •.•• 

tions Ia" antl medra malletl. 

Churl~s P. /)untriJ. Mr. D~nrcl> h:u hccn Vo.c l'rc•nlent. tlucl I c.hnul•'lt~ Olio, co ""•< Juh I'N7 

Pnor 10 th.u. Mr Daniels " 115 Voce President. Chtef MJrlclln)! Olh<er uf r-.1 )\I I I,....._ Jruno ' "":mher 1'1'1~ 

hom 19'J2 Ill 1~5. Mr. Daniel> \\nr~cll fur MC I "here he"·" the loondcr .tntl l'ru~o .mt M.tn .• ~co ul lhc 

ncl"ur~ MC I Developers L.tb. Mr. l>unlcl' "•• alw ,, ruundon!! mcmhc o ,,r \J( 1\ \ th .u>.ctl l edo nui••J;• 

G roup. Prior to joining MCI. Mr. Daniel• ""r~ed fur MJnuf.,.tur<l\ "'"''"<' I ""' loum 1'1~'1 '" l'rll .o• 
Voce J>residcnt/Stmlcgic Tedonology und l<c•c.orch. "here he "·O• rc•p.on•ohlc h •o c~otlu.•loot~ ·" ''l"" l'lcnocnt· 

lng ne" technolugie~ I hill either reduced co•l• or pener.llcll nc" r«cnue. 

M~rlourl J Mdlulr. Jr Mr. Me l laic h•> l..,en \ 11c l'oc•lllenl, ( h1cl M.tr~ellnl' I l ll11co •on,c ' '"""'' 
her 1~7 Pn ur tu JUonong NI:XTI.I N K. Mr. "lt..IIJ!e .CI\ed •• \tee l'rc•lllcno .oml ( .cncr.o: \Lon o~~· ul the 

Phoc:noA onar~CI ~nd Rcgiolllll Vice PrC\ulcnt .11 T elcpoo1 ( nmmuno,,,,,., .. , < Huur. I"' I""" t•N I •In el"l""l' 

the l'hucnh lliJr~el from its inception. Pnor to th•l. fr.•m 19'11 ou I '.I'll. he " ·" \ ••e l'rc .. tlent l'u11lu.o 

M.r~ctons .ond Dc•clopment nt MI-S lntclenct. I n~ •ntl " "' re•pon•ohlr fo~o rol .• nnooo~ .tn•l ""fllemcnlln~ 

~II·S'• oniiOJI ontruda.:tion of "•nc hcd ><:1\o<.e• '" Nc"' \ "'~ t II\ 

R Citrard Saltfllfllc-~ "1r S..alcnunc h.a, hccn \ h.C l 1tC<~~Hicn1 . t \lcrn.tl \ll .ur' .tntl ln•lu'"" l{d.tll••n' 

>rnce Jul) 1997. Pnor 10 joonong NtX'rLJ'IK. Mr S.okmme "' ·" \'t,e l'rc••llcno l uo~ernoot<oll \ll .tlf• ·'' 
1\T&T Corp. from Dece mber 199-l. Prior 10 )Qonin8 1\ I &' I Corp. 1\l r ~ulernonc "·'''>en our \ o" l'o e•tdeno. 

1:\tcmnl Aff"in; at McCa" Cellular from 11)<)1 hl lle .. enohcr I'J\1.1 

CraigO M•<'m,· Mr. McCu~~o h.o• been 11 •l•re,ruo ool ohc ( ••mr.•n) '""" Squemi~~Co t•l•r.t .ooul "·"'hod 

l:.ccutivc Officer or NEXTLJ NK from Scpleml..,. 1'1'1~ ho Juh ~ I 1'1'17 !l.lr /ltd ·'"" .• 1 ... I " ·'""''" ·"'" 

Chief E•et utive Oniccr or ~lc K!'er. u t .mtp;on) luronetl .•ntl "" nctl h• Mr /lh( ·'" '" rooAc •ll.oltfll 
on•cstmcnls on telecommunication> ventun:•. Mr. Me( .o" "'·" the foundc:o. ( twrm.on .tn<l ( l11d I \C\UI IIC 

Onkcr uf Mc(ll" Cellular. the n•llon'> ICJdong t•ru>Otlcr ul 1111elc" ""nnoon,.Jiootn' .. ,,,,.,,_ unlit tloc 

compan) ".u sold to AT&T on Augu•t 1'1'1-l l'nur •• • entcrony the ~cllul.11 oclcrohunc """""" on 1'1\ ' · 
Mr McC.o" "3' n:quoled b) hi> fanool) 111 ·"•ume rc•pun•ohrhl) lur the tlJoh urcr.nouro• ul ,, '"'·'II , ,rl•k 

telc\1!1011 opcl'llllon on Centralia, W11Shonjtl<>n. 111.11 he .on.J ""three hrut hel\ ""'ned I he,,,,.. •~>l<fll•'l"''"'"'n 

SCI\onj! 4,000 sub<enbcn; e•"Cntuall) grc" to he the n•toun·, ~Oth I•IJ!e•l ••hie "f'C"'"'' \Cr\ln~ ~ 'ti .IWXI 

'""""l..,r• In IY7.t, the cable conopJn\• •<"''"' c,r.tnded h' cntcnn1 the (la,Onf .rntl •un>cnlhtnJiooo.oholc 
tdr:plhtnC 11\.JU~t~lfiC" f he \.Ur11J'Un) f\("UIIt.IIJ~ 1~1. litH: I he" hfth l..r~C'\1 r .IJCinJt Hf""f .llt•r In tht \UUnlr\ 'Cr"1f1)' 

.eppruunuucl) J20.000 aub.scnbcD tn 1_4 ''•tiC' In t•»M I, thr \ttmp .H1) hcta11H lu '"' '"''••1' l•ru.ul "•""•' ,cllul u 
1clephonc oc:r-iccs. L'<tcr. McCa-. Ccllulur bec.tmc the n.tllun'• l•rgnl •elluiM 1dq•l11onc ''l" ' ·""o. """ 
ccllulor <y>lent ~itiort$ in more than 100 lJ '> Clloc•. repte\Cnlrng noure th.tn liM I noolloun t"•lenu•l '"''"ollel\ 

I he t.:dmp.an) ulw hud inlcrcMC tn "'~rclc" d .tt.l ''"'"'"11"\IIUh, pc:r\4m.•l u lmmunh ... ll:•tn' \('r'\ h. c ... ..eH·h)• 

,. 



• • 
., .... ,. •• phHfU' '''''""'' •• nd •.:udhtc: .:nmmumc~UIOn\ Jl the lime ot If\ \.ale to A 1'" r "' ' ' ~h. l ol\\ "unc u f ltat 

'"'" f11111-.ll' ··· """''' ul l rlrtlt •h f Hl f\IU .tllttft "'"h ' '" ,, u·ch I'J'4J-I ~•nnuun .. cd p i.Uh fnr ·' \\urld\\lck 

~ .• .uc:lhtc·b..A~tl tdccummuou: •. m~••h ')' lc ru \ t t ~ht • .. • u ulu •• t h • tymh ,,. , ,, .. ~ l ... t.t t , •turdur o~ nd 

Ch.urm;an of the Operating CommtUCC" or Nc\ltl ( UllltiiUnh • .t&htO' ' "" •• , . . ...... . ol ...... '· I I ofiUIIII UI 

~.IliOn< """''"c'. Mr. M c:Co" is al>o ,, dire,wr uf ( •• ~fc f' fu,. I n~ 

/Jrnnl> 11".-Jbiii•R M r. Wcibllng hu been,, duc~hu .. r lhc < urnr•"> ''"" f.m u,tl) 1'1'17 .omf h.td hccn 

1:\ccUII\'C Vtce f' rcs•denl or Nl:XTLIN K ••nee Scrlcrnhcr I')'JJ Mr. \\ Clhlony " ·''" ' I'IC"Ikfll ,,, I ·~fc 
f.t i\Cr, ln.: •• !' ln~c Ckaobcr 199J. Mr. Wcthlintt '' 11 dlfC\Wr ,1nd mcmhcr tll f'.c\lcl C t!IIIIIUHH\. ot1ton,, In'-" ·, 
UoonJ or DircctOD and opc:ru tioni, oudit und Cof1ti'<H'II .. IthHi ..:umntiiiCC~ Nc\tcl I\ II lcuthll)t l'hJ\tdcr ,,, 

ln1cgm1cd "lrcle~ communiculion• !>Cf\icc' lur lcunh ulnoobok ><ur~rr' M o \\ cohloro~ '""e' ' '" l loc IIO.lrJ 

and e\eCulhe ~'Ummince or Tclede•k t"urp<Jrilllon, " ,,,lcllole lclccommuno. .olmn• Wlllj)JII) h •• ~e.J h) 

M r. 1\ll"{' .l\\ Jnd M ocrO>ofl rounder M r Wtiii.HII (oUIC\ Mr Wcthlon~ "·' \lore, our "' ( Jhk l'lu•. 110( of the 

le,odong pro\'idcf\ Of rrivnle able lcfeii•IUII .tn<l lcfcrlutll) -ct"l< lu rc,llfcnll,tl op.olllllCIII <"lllf'f<\C' 

A liccn«ed cc:nofied public acc:oun1an1 on \ .hhon~lun. Mr \\ cohhn~ ",, mcmhcr ul ohc \ me"' "" " '"'cl• uf 

Ccnollcd Pubhc Accounl3nl5 1111d I he \\' .. ,honglon Su..t<l) uf t cnohcd l'uhh~ ' " ""'" ·'"'' In .uldolmn. 
M r. Weobhnp i> 3 hccn><d anomcy in Ohoo and 3 mcmhcr of I he Amcn<Jn I!Jr ' '""-'J io•on .~nd Ohtd '>We 

Oar A.»>eoallon. M r. Weobhng j, oi.'IO a mcmhcr .,r 1hc I \eCull•c. ( o norcn-..•non .ond \ utili ( 11nun111cc' ul 

the Bo;ard or Director&. 

Srot Janu Mr. J •n'is has hccn 3 dorcclor ur lhc ( Ulllfl.ln) >Once J.tnUJf\ lw; ·'"" I'""' '" lhJI. ""'' 
hccn l:•ecutl\'c Vice Pn:.idenl of N E XT LIN K ••nee September 199~. Jnd "'"'" \ o,e l'rc"dcnt ool L•~le 

Kher, Inc frum Oc1ober 199J 1hrough Ap11l 1996 Mr J.t rll\" lhc <u·fnundcr .1n11 ''"« \l ,,.,h 1'1'1" ha• 

been Q member or Cednr GrO\'e P.onntr,, L.l..(.' l'rour ht llo.tl , Mr J.'"'' " ·' ' I foe .ICIIIII' l 'rnodenl uf lhc 

Company fro m Scplcmber 199-1 10 Apnl 19'iS. P rior hi J'""'"l! l..ol(k Kl\er. In, \l o """' 'c"et.l •" Vt<' c 

Prcsidenl or McCaw Ocveloprnen l Corpor.u ion fruno IWllu IWJ .onJ •If Me< ·"' l dlul.11 ""'" I'JX\ ol"''"l!h 

1994. 1)uring hi< lenure a1 McCnv. Cellular, Mr. J a" ' ' ,cncd on lhe ~"'""""' "' <oencr.ol \1 ,11\JI(CI frum 1'19() 
tu 1993, Vt~;c Prcs1dcnl of Acqua,ihons und Oc\clormcnt IH•nl J9tU~ lu I')"X) ,,nJ '"'''"'' ''"' \'11.c l•te,•dent 

rrom 19l!S 10 198K. M r. Janis ~lso recenll) •ened on 1hc II<>Jrd uf llorccto" ur n••u tl\c ••unnnncc' .,r 

NEXTEL Communications, Inc., PnCellul .. r (.orporJIIun. llontun tcllul.tr (oruur I "' \ ro~ck ' ( cllul.tr 

T elephone Comp.u~y. Cellular 2000 P .. nncrshop. C)bencl l dlul•r Tdcrhonc ( '""f'JRl l 'ol I uuo,J. ' unh· 

v.CJI Cellular Pannershop. nnd Mo•11el dd Nuroc••e I \lc"'" Kq:oon) \lr J~"" h. , ·'"" 'e"ct.l •• I he 

l ' re.,dcnl or I he lhcn2 Cellula r Telephone Comp..n) frum I 'I'll to IW~ \l r J .,.,, ' ' ·'"" ·' rncrnhcr uf the 
t ompcn>•llun (OnlnliiiCC of the flo.ord uf f>otcllu" 

W/1/iunr A Hoglund. Mr. li ~lund h~U been" dor«tor ol the (""'I'·"" " " 'e l• nu "' l't•17 .on•l rnoor lu 
lhUI. had been IS\eculhe Vice Prc>Jdenl or N!;X f L i t' I( "nee l·cbru•l} IY'M \1r ll u~lun~ " •• 1,.. , \ llc 

Prui~enl und Chief Financoal Ofllcer or l!ugle 1<1\CI. I nc """c hnU.I') 19% l'llnr ' " '"'"'"It t.rFIC Kl\cr, 
Inc , M r. ll oglund was M unagrng Uoreclor uf J . l' Mor~.on & Co on lh on•c,uncnl l>,oro ~lnf pruup 

Mr. ll oglund " llS employed by J.P. M Oij!Un & lu from l11771hruugh I 'Ill\, r ... '"'"~ t •• r I he I'·"' none )c:Or' "" 

ellen Is in I he lcl<eommunicminn~. cnble and rncdHo indu•lnc,. Mr. tiCJglund '' ·""' ,, oucruhcr ••I oloc I '"'"'"< 
ond Comrcnwloon Com minees or 1he RoJrd or Uor~chm 

Shurun L NrlttJn M s. Nelson hu< hccn dore~Hlr or lhc Comp.ln) """e ~eJ'I<rnhco 1'1'17 ,on.l, rnur h> 

1h>1, "") Ch•orman or 1he Wa)hongh>n Uuloue, .tnd f r.on'f""'•""" (nrnn""'"" 1"' \\' l I< . J lrurn I ebru

ary II. 19MS until her rcsignauon on Augu>l 1'. I'N7 l'n"' lu "'"'"~ un lhe \\ IJ I I \h i'od-.on -cr•et.l .. , 

staff coordonalor ro: lhe Washinalon Sl31< Lcl!l'l•lur< ' )ounl Sclcel tornoniiiCC "" I e k'""'"'"""""''"' 
( 19Kllo 198S), an anomey in priY.lle pr>W<c ( 19~llo I'IK .l J. lego 1311\< <nun..: I ht lh< < ""' u"'e" I noun •>I 
I he Untied S1a1u ( 1978 10 1981 ), st•ff coun>el II) I he C11rnrnen-e ( ommrnce u l I he I '> ">cn.1l< I 1•171o Ito 

197K) and -.ccondlll)' Khoollc;achcr llf h"'"'> •nd .onlhnop<JI<>g) I IW•91o 1'171 1 \h l'ocl"•n '' • '-" the r•'t 

pruodenl u( I he Naliona l AU<IctJIIIOn ul Regul.olnl} I I IIIII) ( ummr"'" ncr' \1 • l'ocl " '" ·''' "'<"col un th< 

Fc.dcrai·Siale J oinl 8o;ud on un .. er>.ol ~en ICC .ruled unllcr I he I ciClttrll " ' I ·'"'' ·" unc ... the ~ll·lll<llll>c:t 
negollaling leam appoinled by the Governors ur w u.honi§IOO, ldJhu. 01Cfllll ..... 1 1\lurll.on.o lu IC<IC" the 

N onhv.e<l eleclric f'U"er •yslem. M' Nclsun o. ul"' :t mcmhcr ur lhc \ utili ( troronnll~e ul I he ll .. ud of 

r>uec10ro 

1K 



• • 
hd''J S Harl<J Mr. Rarl e"' h;a,. hcen .a duedur nf the ( <>1111'-'n~ "n'-c '>crternhcr 111<17 li e • ,,(,.., ~ 

mcmhc:r of •he I: \ C'CUII\C Com nutlet" .u1tl thr ( •• uttf' \ ''<" l'u:,ukru , ' ''" ' .uhl \l ,,, l ,untot ,,f \l h "'"••II 

C '''~"'''•'''"" ' ' f '' "Ill' \ H ,, l 'h '\llh ul \J• I( ul, " h" u 'l"''""'••hh hu \l h '"'"'II ' \h•ll•h,ul!; • ll'ltHII(f utuh 

,,, "': II ,,, \.!h."'. ttl.ltLCIIIIlo.t '\UI'I"''' .1ml '"''''" " 111 the l Jnuc\1 :o-.t~I1C:' • .rHI ( .1n.nJ.1 11
fhU lu JUIOIO~ lhC' 

L\c•utl\e l lllllllllllcc an Ju l) 19%. Mr. RJol e• ,.., ~enrur Voce l'n:"dcnt uf Mr.roNrh unh 1\ mem-;:o >1n~e 

1993 l'nur tu ...:ning ~ Scnror Vi« l'rc•tdcnt uf MtcrohOft u11h Amcnc.r., '"'"' 1•1')(1, \tr lt .11l.e• ""' Vrcc 

Pn:.rdent ufOfficc S}>lem>. "here he "a' fC'I""'''hlc folf the de•clurment.onol lll.lt l ellnj: .. r ""'ol""""~"'n" 
• "orl~n>ur upplication> and rcn comrutu•!l I room I'IM~ '" I•NU. Mr 1t.11l.<> "·"the llue,·toor nf \ f'l'l•~·'' '"n' 

Murl.cun~. " here he " f" 1hc chacf '"·•t<j:hl hd11nd 1\lo <n>'<ofl '• gmphk.ol ,opphc.llllon' fur 1he t\pplc 

Mucinlor•h und Microson Windo"' ·" "ell ·" lcudon~: the product •trJteg~ .on~ ole''~" nl 1\tocru-.>ft Ollrcc. 
Mr. R•> ~e' j, ulw u member of the Uni•cr"l\ uf Ncbr.1•k• h JUod.olion Jntl J I nl\lcc nf the \\'u•l11n~ton So.uc 

UnhcNI) l·ound.uion 

1 II<' r •• n., .. 101\ rndl\ odu.ol• .ore the "'"'"' IH.lll.oj:cmcot of the Comp.on~ .' >lllhldo.onc-

ll1111h < Cirthq Mr. C:uhe) h." hcen 1hc l 'rc•ulcnt uf I XTLI NI\ Oh1ll •uocc ,\ ut:u•t 111% l'roor to 

JUonon~,: I X fi.IN I\ . Mr. C'Jthc) h.od ne.orh ~~~ l<df\ .,f C\(ocnence on the tclc">nomun,. .ol oo•n• rodu•tl} 

Mr ( .olhc) "J' l'rcsidcot .ond Choef I ,e,ull\c Ollo.cr u l DopH.rl Nct"orl.. In• •• a pubhd~ trJtle.r. f•.rhlle~· 

b.o...:d lo>nj1 tJr,tao•-c <'On1J'lll) 11-<-.cd on DJIIJ'- l e\.rc• I rum 19l<9t" 1993. Mr (.othe• ..cf\ed "'' l'rc"dcnt .uod 

Chocf l\cCUII\e Oflicc:r of Unucd Tclcnun.opcmenl . I n~ Pnor IC> th>t. Mr. ( .othc) held •:~lc• ~nd product 

m.on.ogcmcnl I'O'llions of incrcU\1111! re•rvn<tloolll} "Hit \ f&.T. culmon.Uonjl :o< lhc -.c11111r e\C.UII\e of J 

hu>inc" unoluf AT&T "ilh unnu.ol rcocnuc• uf .opprn~iu:.Hcl~ SIOO nullooon llunn(l Mr C Hhe)'' lcnurc .:1 

United ' I clcrnun:ogcmcnl. Inc .. th.u o:omp.oll) hk1l .1 pctituua un<lcr the 1-ctlcr.ol h.on lrurto:) I""' 

fhm 1111/rmrr~rrr Mr. ll illenmc)cr h." h.:en the f' rc.,oJenl of Nl X II IN t.. I enne•...:c •once 

Murch I?'JS. l'roor 1ojoinong NCXTLI NI\ on Murdo ul I'N~. Mr. ll ilknme)cr "•" prc\ldcnt ul Ml MG. Inc .. 

u Ntsdl\lllc·bJlCd "irr:Jc,~ commun~t·:uion' 111 ,tn.t~cmcn t '"""!IIIUIIInJ.! .tnd "JXrlllh'"' hun 'llC''-'·•IItenp 1n 
runnlf'll ltur.1l Sen'il!c Arc.." for mtle~tHicnt ~cllul.u tclcplhiiiC ,mucr' llcll•rt." luuw hnw, ~H 1\H t, I n~: .. 
M r 11111~11111C)Cf held \.lfHtU' '\(lltVf Jll,lll.llt~llh.~lll l,."tthJII' .11 ~k(.t" lcllul.u .md "~" fC'I"'-'"'Iblt for 

1.1 wuthern ''·"•• from i\ugu't 19!11> tu I ehruJn l'i'.IO. 

J~jJ( Ston~ Mr Stone b~> hccn the l'rc•>dent uf I Xl iiNI\ lnter:l.:ll\c llh< 1\ f( •uh•otlo.of}) "nee 

t\ ugu•t I. 1997 Prior to juinin!lthe Comr.•n1 . \lr ~tunc"·"\ o•< l'rc•odcnt .onol c;ener.ol \l•n.a~er fur the 

\\ c•lcrn ftc~"'" of \\ urldC<Om, In• lrrc•~~>u•h Ml ~ l clcwrn. In• I from IW~ tu J uh 1'1'17 l'nur tu that . 

from I')K') Ill 191)~. 1\l r. Stolne "•' the IJucdor .. r S.ol( \ .onol 1-l.ul.ellnt; or ih'""'·''•" (. olllllliUnlO:.IIlon• uf 

l.us i\ngele• 

/)o. a!M Strlum M r. Nrclwn h3> hccn l1rc"den1 uf I'. I\ Ill 'K l ' tuh ••n•• I chru.an l'rko l'rour tu 

Juonong NI·XTU N K. Mr Nrci\IJn "J' """ '•"' \'lle l'rc.,J ent . { .,n,urncr .and ~m•ll ll u,onc" \l ,orl et . Jl 
Spnnt Cufl~or.lllOn fruno O~ltlhcr (I)')~ Iii I chru.on 1'1% l'n•or tu th.ot . lroolll 1\ ugu•l l'l~'i lhhough 

Oclobcr 1'}114, Mr. N id>on held :o v:oricl) of >:Ole• nml rnar~c lm~ po>ilion• nt Sptrnl .ond lln11coll clcphonc. 

(;ary Huo.•dilrg Mr. Ru"dong h:1s bc:cn l'rc•nlcnt ul NI· X II IN!\ Penn''" ·'"'•' ''"' e Serlcmhcr l'll)J 

l·'nor 10 foum.lmtt Penns Lrghl CummuntcalhJO,, Int.:. \.Cr1.un .1,'-CI .., n( "htt:h " '-"' '" ·''-'IUIICtl h\ thr ( urnp.an\ 
'" Scrtcmii!Cf Jt>'l.a. he: 'Cf'\ Cd U.> "'""C' l'rr,tdcnt ur ~.ale' .IIlii ~1 • .u Lc11nl! .J1 I ·•'1('11\ I riel .tlfU. ( HIP,UJ11o n 

"'"" l'>ll'J untol llJt13. l'nor to JOinonll l ... tcm l cld oj:o<. Mr ka"don~ held '·""'u' flo"''"'"' ""h Hell 
t\tl~nllc CorpurJuon. 

l>or~rrltl II' s~.~..ramm Mr Se""men h~' locen l'rc•odent ul I:Xl I II'- t.. < .ohlurno.o ••n• ~ l'>mem· 

her 199c> l'nor 10 th~l. Mr. S<wmen acted ·" .1 wnwhJnll•l NI.XTLINt.. l 'nor tor •don~ "' .r.arn,uh.onttn 

•he Coml'o'n) . Mr Scssamen JOined Drool..• I rbc:r ( •hforn•• an IW~ a.. l'rc>rdent. •fler the w ml'-'n' ••quo red 

l'hucn" l ohcrhnl At Broou l ohcr C•hft>lnoJ, \lr x-.... uuen completed the •n•••ll•lloJn of 1he ~Jn JO>C 
•>•teno .rnd nt.anased lhe enlf} inlo '"'tchcol "'""'c' '" the S:ocl'.orncntu rn.ul.et I mru IWI '" 1994. 
" " · Sc+l'IIUII1C:I1 "~" E~ecutlvc Vice: Pn:Mdcnlu( opc:.ltiHin'\, I nttiO<cnn~ .uut MIS al st• I ('ICt.'tlllt .•• hht•r upth. 

'\\ 'IC'IIh \.'tlfl\IOU,'tiPO an,J "hoJc,nJc tf ,tn,l111"+\hUI 1.. Oltlp.lll\ ll'tntt ~tHit hclft l'lh II h. f( ,llllu,ul fltthh HI \\ ~•) C..a~l 



• • 
lr•m 1.1, lf•MMII', ~'IIIMifo•l•l StatrlfUIII Sdtr tlwlr • •"" Hr(l<lm " n l'torm II·A 

(a I f"lnandal Slal•mrnl• 

,\ F..\7/./,\'A' l"nlllfiiUnuutrtm- /Itt 

Rcpun ~_,( l nllrJ'C:mlcul Puhlh. \~, ••un1.uth 1 1 

t ••tt\.i•lhl.llc.'tl U.tl.trh.c Sheet'·" •'I l )r"cmhcr '' I'N., .•n•l I'Nf, .J-1 

t ''"''''"'••lctl Slulcmcnh uf ( 'I"Cflll lutl' l11r alu: ' CJir' lmkd Oc~.cml~f H I'N7 
MUI I 1Wh J ""' 

( unwlodJIC S lalcmcnt• or C hJngc< '" Sh•rchooldrr' L<jUil~ ( l>ch\11 J lm the Yc.u• I n.Jcd 

l>cccmb<r J l, 1997 and 1996 .lh 

Con<Oitd3tcd St~tcment> or Cn•h Ho~<• fnr the ' Colr- I n<lcol lk •<IIII'CI II. I'N" ·'"" 

1996 . ..... .. ... .... . • • .1" 

Nolle• to Con•olidnled Finnnciul St.llemcnt. .IX 

,\ f.XTUNI\ Ct•r•ftnl. lnr 
Kcpon of Independent Public 1\ l.'nlUnt.ont- 1~1 

OJI~ne<: Sheet. a< uf Decemb<r Jl. 19'}7 Jn<l 1'1'11• t.l 

Note tu ll·olance Sheet< .. . • t.: 
(h) l ,l>t of t:xblbll~ 

I '~"" :\o. 

J . l 

.u 
u 
.1.4 

·U 

.1,2 

4.4 

J I• 

I() I 

1\M tdcs of l n.:orpor.ttiOn of l'oi .X llll'olo. ( ummuou, ,oll""' In, 1:1 

O)·la~<< uf NI:XTLI N K C omn ""'""'"'"'· In, 1:1 

1\nodc$ of lncorpomtlon or NI:X II IN I.. C .opn .ol, In, Ill 

O)·la~<> of NEXTI. INK C.opot .ll, In• I II 

I orm or EAchttn~(' Nutc l ndcruurr h\ ..anJ ..JIIhtlt·· ,, \I I 1"- l\ { umrnunh . .a;:un' 

Into.' and Unucd Sl..tiC' l tu~l (. omp.en\ uf ' c" ' nr ~ .• t, lnr,tcc rC'I.thni! h• tlu.: 

l w h.tngc Note>. tncludonl' form of I "h.on8e /'. o~tc• 1 ~ 1 

Centlicote of l>e•tgnuuon• uf the l'u~<cr•. l 'rrfrrrn,~· • nJ Kcl.othc, l'oll th or.ollllf 

Opltonal und Other Spcci•l Ht!lhl• 011 I .1'1 ~c""" I \do.on~~- • hk l<col,.,.,.,,,hk 

Ptcfcr~d Share' nnd Qu.ahiH:;Uiun,, I 111111 11 1u 1h . Hlli f(c,lt1..:'1UUh I hctct~l 11 t 

I unu of >lOCI.. l.'erllh~•tc nl l -111 ';cnl\ll I '' h,on~c.ohlc Hcdecm.ohk l'rdcn«l 

ShJr<> (~) 

Indenture. dated U• nf 1\1ml !~. I'Nf•. h\ ~n<l.ono""f 'I\ 111:0.1.. ( """'"""•·"'""' 

I nl.' .. N l· XTLI N K < '·•l>t t.ol, In, . . on<l l lnne,l St.ot•·• I t "'' < " '"I'·"" o~l ' . ''" ' '" ~- ·'' 

rut'\l((, rd.aun,: In 1~1 1'"l Scnhtr Nn1~' Juc ' ' "'" I'\ :uH, IIII.JUdlftt: I IHIU "'~I· lui 
nutc ( I ) 

I oN !'lurrlemcnt~l Indenture. <l.otcd ,,, uf J .onu.ol\ 11 1'1'1" In .onol """"f tlo<· 

Cump.on). NLXTI.IN io. (ommun~< .ollton•, l I ( I'< I \I I''" I ·•1'•1•1 on,f I not.,l 

St.tlc~ Tm~t Comp.tn\ tt( Nc:" Yur~. •" I i u,h.:c '~ J 

I \11111 ur l ndcnluf'C' 1'<:1\\CCn U rutcd St.tl(''\ f llhl ( Hlll('.lll\ ·'" f fU'I!h.:( ·" J 

N l X I LI N K Comnountcatoon•. I n~ . rcl.tlln~ h• the 11'• ' ' cnodr ' "''' <luc :ncr 1 I 1 

l·urm or lndcntutc b<t .. cc n Unncd ';t.lle• I n• ··l ( •ll>tr-•n• " I'"'"" .on.l 

NLXT LIN K Communtc.111on,, Inc tcf,,unl! lu the tl' ' '"""•' ' ·•It:"' I hh: :1 tU\ 

Stud Orlllln f'l• n uf the ( umr•n) 1: I 
IU ~ t u ~t t\ utcndmcnt 11) Stucl-. Op11un l'lan •'I the ( Ufltf\.tn\ 

to t lttj!l\lfJtoun Koght• Agr«mcnt <lJteol ·'' .. r J.111uM' I~ I<N7 1-ot:t"« n tloe < '"'I'·"" 

Jn<l the •ogn~toric. h•tcd thereon 11 J 

4 1 



• • 
ll<vripcl ... 

lOA Preferred Exchange ~nd Regrw.urun Rrghts 1\greemcnt. d•ted ·" ul J.rnuul) II. 

1997. b) .u1d among the Comr•n) Jnd the lnrll.rl l 'uh.n.,,cr; I~ I 

10.5 Fiber Lc3.\C ond lnncrduct l 'c 1\ ~rccmcnl. d.lle<l ·" nl I chru..r• 1t 1'1'111. h) Jnd 

bct~Aeen NEXTI IN" CMmiiJnh:.rllun•. Inc unLI lll ctrumcdoJ I ober Net,. orL. 

ln,. (4J 

10.6 Amcndmcnl N o. I 10 hbc r Lc,I\C .and lnncrdu•· • l l,c "~'t<'lltrll l •l.thol " " ' 

~1 arch J. I C)<)~ . ll\ un'l llC"t\\((ll l'\ I \It I N~ f ''"'""11111 '"''"' ' '" uul \ I, tt nuu d l., 

l 1htr Ntt\tutL l th t I I 

: 1 '"''\hlhuh"' ,,, thr lh~t=''''·"'"' 

17.1 h nan•·ral l) atu Sdtellulc fur the )c~r ended llc~emlter II , 1'1'17 

27.2 Fin~ndul l>"ta Sche~lulc,rc•t.tlctl lurt hc lltrtuth ended l>c<cruhcr II , I'I'Jb. June 10. 

194)7 and Scplcml~tr ltl. 111'17 

( IJ lncurpor:ated hcrcrn h) reference lo I he e\hrbll hlell ~AIIh the Rcg"IIJIIun StJicmcnt on I urm S -J nl 

NI:.XTLINK Communrc.ttions. L.L C (the predc.c~wr uf NLXTLINK Cumrnun~<JIIorn'. In' I .ond 

N EXTLINK Cnpiwl. Inc. (Cunun i,.,on File N,, .lll.J itiiiJ 

(1) lncorpor:aled here in b) rt'fcrcnce 1u rhc nlubit hhl ""h lhc Annu.11 Re run on h 11m lti· I' SII for the 

) ear ended IX<'ernbcr 31. 1996 1>f NI' XTII K C'unrrnunrcJIIon'. In<' .rnll I'I:X 1111'-" ( JfltiJI, Inc. 

(Curnnmsion F1lc N01 lJJ.(l-1()0.1 and 1\J.().Ifllt-1111 

(I) Jn,.,rror•ted hercrn b) refcrcn•e hl the c\l.ibtt hlell '"th the Regr•IFJIIon !\l.11cmen1 ••n I oorm S·l ••f 
N I·Xl LI N K CunununicJtions. Inc. (Cummi.-roln I 1ie " " II\.)!()() I) 

(-I J Portions or this uhrhil \\ere omitted :t nll hied '"I'·"·"·'~ " llh rhc Sccrcl:tl\ .. r I he ( "'"'"'"'"" '"'""""' 

to the h >uer'• Al'flhtullon Rc'lut •tinjl C'onfidcn11.11 I rc.ttmcnr un1lcr Kulc 2-l flll·~ ul rhc Sccunlrc' 

1.\ch~nge Ael of 193-1 

I c I Rtpon• on Form 8-1\ 

None. 
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N•:X11JNK Cummunkarlon~ Inc. 

CONSOUOATf:U BAI.ANCf: S llt:ETS 
( Oollan In lhousand .. •~«pi prr ' b""' amounh ) 

ASSITS 

Currcnr UL.CIS: 
<.J}h and cash cqul\~lcnl) 00 00.0 .... 0 00 ..... 

M.trl crablc secunrics . . . 0.,,., •••••••• 0 • 

Atcounl\ receivable. ncr . . . .•... •• o. 0 ••••••••• o 
Orhcr 00 oooo. 00 .. oo·oo •oo 

l'lcd~etl ~~ecuritoc> • . • ...• 0 • • •• , , • • • • •• , • • • 

Tot<tl current aucrs . . ...•. 0,. • • . • . • 
Pledged >e:curirics 0 • 00 0 • 0 00 00 00 00 • 00 00 • 0 00 0 

Propcn>. und cquipmcnr. ncr 0 0 • 0 o. o ••• o... • 
Good,. oil, net 0 0 0 • 0 ••••• oo oo 00 •• 

Other ·'''C I!II, net .... •.... 

I ~'tal u"'ch 

~ IKY,074 
H l.~h I 
11,YSS 
45111 

41 ,4 1~ 

Kll.21.!7 
! 1 , 1);~ 

J~ I,M I 
~2.17K 
7h, 77CI 

Sl .~l7.1 q 
.=.. 

LIABILITI ES ANI) SHARtiiOI I>ERS' EQUITY CI>EHCITI 
Coll'Cnt h~bilitic-o 

Accounts p;~y:ohlc . . 
'' "·,·rued C\pc:n~s ....•. , • • . • . 
Note• l'·•)ublc . . . . . , • 0 0. • , 

Accrued lntcrcst pnyublc •.. . .. o .•••..• 0. 0.. • •.• , •. 
Current ron ion of o:upital lease obligation' 
l'.l)olhle 10 affiliate 

Total cull'Cnt liubiliuc. 
Lon11·term debt . • . 0 o . 0 0, •• 

Cnrotnl louse oblig3tioM 0 , • 0 0. 0 •••••••••• 0 •• 0 •••• 

Dcfell'Cd compcns:uion o o.. . . o ..•.•.••••......• 
Other Iongo term liabilities 00 00 . 00 .... 00 00. 00 00. , 

Totul liubilhlc<. 00 •• , •• 00 .. 00 •• 00. 00 oo, 

CummotmcniS and ronungenctcS 
~~m~mt) •ntcrcsh . . 
Kctlccm.ohlc preferred \tOCl (Jlolr ···lue SO.OI pcr \holfc, oOlQ!rCj!JtC lhruod.otolln 

preference S32J,478; 6.322.031 und 0 >h~rcs ISSUed •nd out>tJndon~ on 1<1'17 
.onol I 996. rcspcctivcly) . • • . • . . • . . . . • . . • . . . . . 

('1,,., II """rnon sto>el. •ubjcct to rcdemrtit>n (roar value SO.OZ l'<r •h:orc, ~ I •I,•J~U 
.oml U •h•rc• I»Ucd ~nd oul>t.ndlnj!'" 1'1'17 .u><J 19911, rc•rc•to•ch 1 

l.:ttUil) umt• •object to redemption (0 .ond 197.202 unll> oui\H1nd1n~ on 1'1'17 
and 1996. rcspccti•cl}) . . 

Shareholders' cquit} (dclicn) : 
Common >lOCk, par value $0.02 pcr >h.uc, >latcd at ""'"""" p.ud 1n, (I,,,. 1\ , 

110,1.14,000 shares uuthori1cd, 19,167,K99 ~nd 0 ih.Hc• iuucd .md 
ooul\hondinll in 19'17 und IQC)(,, rc<pcttl>d) : Cl:u.' II. 44,111.WO •h.orc. 

.outhnntcd. JJ,74(>,57J and 0 •hnrcs ruucd nnd out•wndong on I'I'J7 unol 
19%. rcsptcti\ CI) 

l>cfcll'Cd c.ompcnJallun . • . . . . . 
J\ccurnulatcd deficit 00 00 00 00 • 00. .. 00 •• 00. • 

~lcmhcn' capital ( 21!,154,509 uniu.. all of "h1ch arc uuhtJndrn!! on I <~'~b) 

I uttol •h.,rchnhlcr•' C<JUil )' ( olclltlt) 

I otul hubiliuc• .1nd •harcholdcr> c<ruot)' (del" II) 

s 1h ... 7,, 
I l,IIX~ 
~.! !.a 

IW,KtiO 
2 .It I() 

11'1 ~~~2 
7~U.OlKI 

~.h-Ill 

1,17•1 
X IU,JI) I 

~I 

111, 11•1 

.a:J \ () 

111). '"I 
I'I,S%1 

11,1.'·0~) 

loX,olt~l 

Sl.!l7,1" 
= 

s 71>.1107 
H .711 
7.0011 
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1.~) 
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~50 

J1J..I.07'1 

Ill~ 

J.IJ~O 

IKJ,II!Il 
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~!!:_ro~.a I 
S I<)(J,I>K I 
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NE:\,,1.11111\ Communlraclon~. l nr. 

C'ONSOUDATEO ~'TATt:Mt:llo'TS Of C'IIAM;t:..; 
IN SIIAREJJOJ.nt:RS' t:QtJJn (J)O'JCTI') 

( lloll•r- In chou•andj ) 

.... ""'"' ...... ~ 
S h.atf"• lk'ftur4 \«•••'•'"' ,, ....... ,. 

C1.au .\ Cl• u I ,_ .. I ...._,._._., .. lktk-h .. ,. ... , ... , 
11 .. 1 .. n,~ .u l )c.,;cm*'cr U, I-N' \ \ \ t I 'flli.HI \-l'l .• ,., ~ 

,,, ,.~ .. 

t .... ru1•utnl , .. f\'1•1 
.... ~0~ ~.!-0~ 

l uuulh.r ul unlh h•r NL.X I I IN~ C •h1u 
.l~o.\IUI\I1tol'\ 

h~! ,,~! 

l mJMt1 of rc.:o.rlll.lhlotHoo ::and mcrscr ,,( 
;all!h:atC\ ~. \14 \ , \74 

Ncllou . _!1 1.WII 171.11ll J 

H•l•n« •t lk<cmbcr Jl, 199b ··~ I hi I 
fl \ "~7 t l•r•\~ i 

Mcr,cr of N EXTI.INI\ Cummunouuun-. 
I <: "tlh onoJ onlo N EXTli N io. 
t ommun ... auon'- Inc ~ . .,, ... !'" M.\:1 Cf•' '!.,I 

Con•<r•JOn uf l:qunv Opuon l'l•n onlo 
l:mrlol « S1ocl: Opt...., Pl&n 1'."'' ( -I ~ U t II 1:" 

IUUift\o.C or compcn..UtOI) atocL ortton\ .a,.-.1.! I" 1\1:1 

C'OM1('1Cft~1h•n :attnt"UllbiC IU \h,...'L 4~lt\tn\ 

.. <''""tt :.11' ! .H' 
1\\UI.Illf..C or c-ommOn )1~k um.Jcr ln\ing 

arrltngcrncnl ....... .. . . . 176.\.IJ 1.-I(JO J..am 

I•\U~IRCC of (OnlriiUn .\h)(~ upon C\Ctd~ of 

••orl ortioru 611.~1~ ~]I , IIJ II~ II\ 

h 'uan'"c of cornmvn atml. in ln•ual rubh.: 
uiT<nnjt IJ.:w.cx~ !1b . .,.t·•O : :t. 1to() 

S•l< uf \Onlmon >IOCL b) >clhn~ 
•h•rcholoJcr in initw public oercnna J.:!W.IJW I 1-'00.IUIJ 

h'u<~nt..c of common saoct '" o,q\u\I1HH\\ 1>9~.J~7 ·~ '-~.S I t• '!.a 

C OR\ChiOn of Cl;t.u B common lhA L 1n1o 
Cl;&\\ A "ttmnl\lft "'h"' l. I JIJ.C~•I (l .&ltoaMH 

I ''·"'' hi v tli\:cn lor 10'-Umc IU\C\ r.1I\J 
Up.!R CAC'tdie uf )10CL uphOft\ • (2.~2~1 t :'.X! ~ I 

Cumuluii\C rcdccm~hlc rrdC'rrc:\1 lh.M:~ 
diHiJcntb :a..nd ~(rtliOI'I of J'«(Cncd 
\ltM. L rnScrnrmon uhlt~JIItUn. •ndudtnJt 
I"Uf \.0'\h ''''· •:u, •·~ •:o, 

l'ct ~' (I ~ .O!J.II I I :•l UI lol l 

ll•l•n« •• IJ«cmbcr Jl, IY'I7 1'1. 167 H'l'l 1 .1.7JI•.~11 s 11Q. <t•l sc.., ~-~,. S t2~2. '0'1 s s (I~ Jl~ 
=- -= 
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N~:XTJ .INK Communlcallons, hoc. 

C'ONSOUDATf.l> ~TATEMENTS OF C'ASii r t.OWS 
( DollarJ in doonuds) 

\01 ·- Lion--. Jl. 

OPERATING 1\CTIVITI ES: 

Nc1 los• 
i\dju>lmenl> 10 reconcole nel loss lo nel cash used in opcrJIIng ~cllvllle> 

l>cfcrred compcn>nloon upcruc ..•. 
L'lutl) 111 1,,.., of nlllho~lcs . . . . . . . 
Deprct:IJIIun Jnd amoniualion .•... 

Minorily inlcrcslS in loss of coruolid111ed •ubsidilltics . 

Ch3nges tn assc:IJ and liabthlics. ncl of effects from ~cqut>tlion•· 

Accounl• rccci>"3ble .......•.••• 
Othcr .:urrcnt n>c:U • • • • • .. • • • • • • • • • • • • • • • • • • • ...... 

Othcr long·lerm alsela • . . . • . . . . . • • • . • . . • • • • • • ...•. 

Accoun1s puyuble • . • . . . . . . . . • . • • . . . . . . • . . . . • . . . . • . . . . . . . . . • •.•• 

Accrued e xpense$ and olher liabilllles ...•.•..•.....•••.• 

Accrucd iniC~reJt payable . . . • • . . . . . . . .••.......• 

Net cash used in opcm1ing activities 

INV~'TING ACTIVIT IES: 
Purchase of propcrt)' and equipmcnl . . • • ..... 

lnvtSimcnl in UMCtS Of UCI.lUircd busineSS<i ( ncl of c.uh acqutrcd) 

\a•h "ilhdm"n from (plnced into) cscru,. 10 hc u>ed in hu•ln"' ut:qut•i ltun 

lrHr,lmrnh 111 un~'m.ulhJntctl ulllliulc• 

l'urcltJ>C or pledged securiliu • . . . . • . . . • . • . . . . . . • . . . • • . • . . . . • . . .••.. 

Maluril) of pledged securilics • • . • • • , • • . .. • . . . . • • • • . • • • , . , ...... . 

Purchase of markel~ble securities. net. . • . . . . . • . • . . . . . . . , • . • 

Ncl ca<h used in invcsling aclivhics . . • • • . • . . . . . . . . • •• 

HNANCING ACTIVITIES: 
Net proceed$ from issuance of redeemable prefcrred s1od. 

C;pnal conlnbulions • • • • . . • . . • . . • . 
l'roceeds from p:tyuble 10 allilia1cs . . . • . . ••.•...•.• 

lltpU)'IIlCOI of JlU)'IlUic IO ttlllliul<s . . . , . , .. , , . , .... , • , • , 

llcpaymcnl of capital leusc obliga1ions . • • . . . . . . . • . . • . . . • 

llcpaymcnl or notes payable . • . . . . ....•.....•.• 

B.tnl o•-crdmfl . . . • ...... . 
Net procccd$ from .ale of common stock 
Prul-ced> from sale of >entor notes .• 
l'roceed< frum iuuMcc of common atock upon cAerctsc: of atucl opuon• 

Cos1s incurred in connec tion ,..Jth finmncing • . . . • • . . . • . . . • . • . 

Loans to ollicers for Income tu.xes paid upon exercise of stock options 

Net ca•h pro•idcd by financing aclivities .....•. 

Ntl increa•e tn cash and cuh equi••lcntJ 
C.t•h .tnll couh equ .. • l<ntJ. bcgtnnina or year ••••.•.• 

Cash a nd c:uh equivuleni.S. end of year.. • ...... ••.•. . •.•••..••... 

I"' -.-
S( 12MO.! J 

1.247 
2.~44 

17.1'10 
(211 ~ ) 

111.!011) 
( 1.~51) 

11.20M) 
.1,116 
2,.1 ) 4 
9.(>10 

('J4,49SI 

(1 42, 170) 
("' 1.110'1 ) 

!o.(Xlll 
I to , 1M• J 

3~.920 

(J0S.S70) 
(.170. 1 9~) 

274.000 

( 1.500) 
( 1.9JIJ) 
(5.926) 

226.760 
400.000 

II S 
(11,728) 
p.32S) 

1176,957 
112.267 
76,li07 

s J 89,074 

Sec accompanyins nulcs 10 con>Oiidated financral Sllt<O'cnt>. 

47 

t-

s (11.101) 

9,'114 
1.1 ()(I 

10.3-10 
(34-11 

(1 ,6W) 
(.I! I 

( 1.·1301 
993 

1.41 (I 
9.2~ 

t -10.56., 

(51 .9201 
(15. 11>91 

11>,101) 

14.•IHJ 
I 117,6l!K) 

16,.1 ) 1 
(47,7131 

( 117.01 2) 

9.9JS 
2M. 1M 

t JJ.70.11 
(171 I 

( 1.3131 

3~.000 

( '1,822) 

J4J .OJ1 
75.457 

1.350 

s 76.K07 
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Nt:XTIJNK ( 'o mmunlarlon., Inc. 

NOTI:S TO C'OSSOIJUATt:D f1 ANCIAI. ~-1 AH'\IF" ~ 
ll.-«mbc-r :\1. rm o11d 1~ 

I he '"'""'hd.ircd lon•ndal \larcmcnl\ ondudc the .II:Count> or Nt>. l l II\. ... ( ''""""""""""'· ' "' • • 
w ,,.h ,ngron corpor.uion. and ih majoni)•014ncd •uh>ido.onc> (collecll\tl) ocrcrrr•l "' ·" rhc ( ""'"""' 1 I he 
( Oillp,ln). I !trough predcces\Or en rille•. " "' formed on Scplcrnber l(o, I'I'JJ ,ond lhh>u~h oh •uiNdouroc•. 
11101 ode. cornpcrilivc loco I. lonp dillance und enhanced ltln•unHnun~<ur"'"' ~tn ' '" 111 ~tlcl.rcolooo.u~ch'" rhc 
llnuc.l Sr.ore>. The Comr>nn) I> " llHIJOnr) •O\\ftCd lUblldl.ll) or l:.l!lfc kl\ cr ln•<l llllcnh. I I ( l l ·u~ l· 

ki\'CI) 

1 he contiJCiil in~ I<X."allclccommun•calion\ ~I' ICC bu~mcs~ '" .1 ~df'U.,I tnltn"l'<' hu,mc'' I he \Jc:, chJp~ 
"'cnt ur lhC' Comp;~n) ·,. bt»inC\.)(:i Qnd I he ln)IJIIallon Jnd C \ p.&n\IOM ,.r lh nt'I\'- Utl.\ rc~uuc \lflnlth:.ml 

e \ pcndllure>, 3 SUhsranflal pDfiiOn of \Ohi<h nlU\1 be m.ode I>< fore .on\ IC\ChUCI IIIJ\ he re.ol11ed 1 heiC 

e \ pc11d11un:,, rogerher ""h rhc .u>OCo.orcd c.rl) opcraung e\pcn>C\ h.o•e re•uhed 1n nejl.lll\( '"'h """ .on.t 
opcr.o11ng lo.scs. "hoch ha>c been suhsl.onloJII) hn.on.:ed ""h rhe pi!X'ecd• fnoon pohh, \.lfc, ul deln .ond C\jull\ 

scc:unl1c' 

2. Summery of Sil!ni6ant Account Ina l'oliclr

f'rt"' tplo•\ of (im<(J/itlutlon 

1 he Compa ny's flnnncon l llnlemcnr• 1ndmlc IlK~ of rhe .o•~tr•. l1nhol111r' un•l '""'"' " ' "l''" ''r""" " ' 
'4Uh(Hihlnc' in "hich the Ctt~IIJ' .H')' hu~ n ,•untrullinJt rntc rr, l u f v•eatrr th .tn \tlf~ l t•c ••\' llt'l,fllp tiii C' I\\h 111 

thr uiiH: f IIICIIIhCt\ tH fMflnt't~ ln aud1 \Uh!IIHIIUriU .Jf( ICJ1Cd(tJ •. 1\ 11\llhlfl l\ IUICfC:'IIh I hr l ttlllf\.H1~ ' 

111\CIIIIIcnr 111 lclecommunlcJIIOn• of Neva.tJ, 1.1..(.'. (Nc•udJ Ll..t 1 .o l11ooorctl h.olu ill) ''"''I'""' 111 v.h,,h 

I he Comp.on) h:lla 40'l inrcn:•r and '"l11ch opcralc. • ncr""'~ rh.or "m.on.1p.rd h1 lhr ( ""'~'-""'" I ·" "•¥•'· 
NC\JdJ. 11 Jccounred for on rhe cqull) mcrhud ln•e•lmenr' on enr111r' on " ho.h rhr l ""'I'•"' h.11 "'""l! 
tntcrc'h ur not morC' tha_n 2(1\- art' .-ccounlcd fur on the ~o't mclh~-.J \ II '')!nlllt.~nt lntch.•'"'•'-'"' •. h.t.uunh 

•"" lrJn~<IIOn> ha•e been clonunJred 

C'a>h wul Ca.slo Equn alrn/J 

The l omp3n)' coruo.tcrs 311 h1J1hl) hquod on•t~ltnenh ""h m•runllc' "' rhrec munrh• ,,, fr, .11 the lime 

of JlUII:hoiiC IO be ClUh C\jUI\ •lcnh 

Mnrk~wblr Srmritlrs 

~1 arkcllihlc .\ccurltics cont.i-.1 of U.S. guvcrnrucnt ,unl ••thcr 'C'-"UIIIIC\ " 11h •llltflll.l l lll ., hurlll:' l'(\und 

ltHCC 11HJI1th' ~1 nrkclnhfc SCCUfiiiU nrc StUit:tJ Ul ~U\I, ~UJjU\tCc.J fur l ll\t.IIUIII ,1\. t..r-:IHH' UIHJ pt('IIIIUIII 

.Ot110tl11.1110n . The $CCUnloeton lhc CompJn)• runfoliu arc d.U\Ihed ~· " hclolru IIIJruroll ," ·" tll.lnJgcmenr 
h•• I he onrcnr and abolir) ro hold lhO\C Kcunlle> to niJiunr) . The f•n IJiuc 111 rloc l "'"I'·'"' \ mJr~cr.1hlr 

>Ccunrocs approAimalcs rhc nrr)onc ••luc 

In connecuon .,.,,h the .uJc of 12\?'t Scnoor Nurc• (.ce Norc b) • .o rumun .. r lhc ncr l'fl .. cc.t• ""' 

u1tlt1cd 10 purch:a.sc a portfobo COftilitlnfl of ' ' "i I O\tmmcnr \oC-cunuc,. \4hldt mJiurr .el •'·'''"' 'uti•, •<nt It• 

f'JII\Hic fur JMlmcnt en full of 1ntc~'' ••n 1hc 1 ~'1'1 '\cnttn NtUC' thruo .. h \pul 1'. 1'1'-N I he plctl~ctf 

'c' Ullllf' .uc 'tatcd at \'U'At. adju,tctl f1H prcn uum ~unortfl.llhm ~oend th."'-ruc,l lfll<'lf'l 1 he t.11r ' .alur ''' I he 

llkol~tctl 'C"11n11e1 uprro• imalcJ rloc Cll fl') IIIII >.oluc 
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•:x·n .JNK Comnlunkatlonl>. I n~. 

NOTES T O C'ONSOU Ill\ 1f' l l f' INAM 'Ii\1 ~ r A I'F\If " I ' IC'untlnurd I 

llr<'1'ftlbt'r J l , I'N7 and lv<kl 

Pro~m und Equrpm~nt 

Propcrt) 3nd equipment urc •tatco.l Jt ~·m Out" ~"'" uf uon•tru<tu>n .uc c.oj'll.ohlt<l ondudonj! 

Sl .793,000 nnd S8S3.000 of interest cu•h relAted to con•trutll<>n du11np 1'1117 ;ond 1'1'11•. rt•J"C<II•cl) 

Dcprcdotion u computed UJon& the •t r:aoght·hnc method o•u the e•t1n1ated uw:(ul lilt\ ul the ~"'"' 

Estunated useful h•C> or propcrt) •nd CljUipment Jre J\ lullo-., 

Tclccommunocntions nct"or~• 

Otncc equipment, furniture and other 

Lca.\Chold i rnrro•·cmcnt-

lnronfllhlr AJ!ttJ 

)·~0 ~C:.Jf' 

\ .~ )C.If' 

the 11.•\\(r Ill fhf: 

"'lllt\.4IC\I u~tul '"'"' 
ur thr term' ttl she 
lc..l\C''\ 

lniJngihl(' :U\CIS prirn~ul) rtpn:sc:nt t,.-.,,h ..allt.M.:.atc4..1 tn ..a~o.~ui''"''"' h• .. u,h.nncr h..a"e' .unl '"'muu .. h 

soft,. arc Jnd related intcllcctuul propcrt) Jnd good,. oil l ntJn~ohlc .a»et> ••c .muortucd "''n~ the •tr•oght·hnc 

method u• cr the tlllmatcd uJCful li•cs of the •w:l• :1.> fnllu•"' 

C ustomer contru~l5 • 

Customer base• . . . 
Suft,.arc nnd related uucllc.tu.al prurcrt) 

Good,.,ll 

ICIIII uf the \.11011 ,1\ h 

\ }C•If' 

~ \(',If\ 

I ~ 1(1 )UI\ 

CO>t- ancumd tn conncctoon ""h ..:cunna the ( umpan)• debt r .. _.t.lle• on.ludanF undel"nlln~ .tnd 

adn~l) fees ,ond other •uch co,t•. a rc deferred and ""'urtucll "'"' the tc1111 uf the '"'·'"'"'~ u•n•~ the 

strJight·linc method. 

lnromt' Ta\t'J 

Pnor to J .tnU31) Jl, 1997, the (omp.tn~ "'" or@.tnlltd •nd "'"'rJted •• • hnuocd h.thollll """I'd"' th~t 
"'" da}\lfled a nd tnAcd a~ u p.artncr>hop fur fcdcr-JI .ond •t.ttc '""'"'c t,l\ I'U'I""C' I rltdl\t I chru.on I. 1?'17 

the Compan} bcromc suhject to federal • .nd •t•te oncQme t.a\e• llue<tl~ ... ,, ( ""l'"rJIIun 

The <.'umr•n~ accounts fur income la\ e• an accord.tn~c \\llh the rro"'"'"' ul :O.t Jternc .lt 111 I an•n•·••l 

Accounung ~tandJrds o. 109, " Accounting fur Income l J\t• «'I \S III'IJ ,.lu,h rcljulle• ohot tlctclled 

mcomc la \c~~o. he dclcmuncd h.4\Cd un the c'tmulctlfulurc ' ·' ' cllc~~o.h ut thlfctCihC~ 1-cl"'t·cn tile fln.Jn,e .. l 

\.IJtcmcnt ·'"'I 1.n h,\,C\ nf .1\\.Ch .entf h 1htltllc' g•,cn the J'l"'' ''h'"' ul thr cn.h lttJ t.n l.a\H 

The ( 'ump.an) rccogm1cs tc,cnuc un tclc~ommuntc.allun' . .ntl cnh.sn\ctJ l.tiiiUiluOI~~o..JIIun' \.(f\h,.c' HI the 

rcnucJ th,ot \Cr\ICC.\ Jrt pru11ded 

/''•' Formu Srt Luu /',.,.\'hart' 

l~ru (nnn.t nc:l lu'!i f\Cr ~ hnrc h :1~ t~c:n -.:umrutcd u~l n)[ the numher ,,( 'httrc' ,,, t..'t•IHIII''" 'h"- 1-. . llltl 

common '1ocL c:~u,,·.al~nh oubtlutdina Pu"u·'"' 1u Sc~uuur' o.~nll I \'-h._n,r < tunm•,~• .. n ''·''' ' """"II"' 
llulkun No 'IX (Si\ 11 <IH). luuco.l an l·ehruul) IWX. """"""' mu•n•c• ul •h.orc• <lu1111~ ohc h•ehc·monoh 

rcn•'U rrc,Cdi0(1 the dJte ur the IOIIIJI """' ul the KefO\Ir~tl<)ll StJtcmcnt h~·· h<en andudcd on the 

t:~lkU IUihHl tl( t:UilllnUO )IUCL C:4UI\.Jicnt \ hUrC\ •1\ I( )U~h \hJfC\ a nd UptiOO\ \lltfC \tUI\t,.mdiO~ (ur .1JI J'C'OOI.h 
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Nt:XTIJNK Communlro rlon•. l nr. 

1\0TF:S TO CONSOUIMTt' ll tlNANC'IAI. ~ I A n :Mt ~I~ (C"onrlnurdl 

U~mlwr 31. 1'197 ond 1990 

On l'ebruMy 4. 1997. the CompJn) tiCLtuired >Ubllunllnll) ull of the ·"''"' ol L1nlarcl I'·"'""· L.l' 

( Linkulcl). u Los Angcle,·b:ascd cornpcthive ncce.- tclcc•m•municutlnn• pnJII<Itr. ' ' ' 1he tunc of the 

acquisllion, Linkntcl opcnllcd un 80 mile fiocr optic telecommunication• ncl" •lfl co)•ennll "''<r.tl ut.Lrlcl\ 

from the do"nto"n Los Angeles un:alO the cit) of Irvine in Ornngc Cuunl) "'ran uf the ·••...:1' .t~quucd. 

Ute Comp;tn) obtained accus 10 appro.>tm3lcl) !50 route m1le• uf nJ!hl·<lf·""' . o>f "h1ch II\ I nnlc' ho~•e I>< en 

completed. c ,-.,a ling one nell•ork in La. njo1ele> and one net,. url•n 1he Or.•n~te l nunl~ "'~" I he(.""'~"'"' 

h:u been pro••uling w mpctiti>e acce"' .cn•ccs u• er lhe>e nct " url. "nee the ""'~"'""on dJte .1mllaunchcd 

s"itched local nnd long distance scn ice• in Jul) 1997. The 101111 purch.1..: pme uf S~2 5 nul hun ,,.n,,..teJ uf ,, 

cash p•yment of SJ6. 1 milhon. the "'i'")'ntent uf dcht of S~ lo nullonn and the '"'""'Pllun uf net h•luhllc' .,f 

S0.8 n11llion 

In llecemher 1?96. the Cnmp•n) uclju ued lTC. a wudtrd·ba..:J lun~ di\IJnce rc..:ller h.o..:ol '" ~.111 

lake City. U tah. Considemtiun for the ncqu••il•un of IT(' con•l\1<11 uf ,, cu•h l'·•~ ment Lof ~ l tl uull"'"· uf 

which S2.6 million was placed into escro" 1r1 be p.till dunng l'l'IX. plu' the t•\U,Lnce uf I•J7,~U~ ( ''"' A llnll' 

or the Corn pan)• valued 3 1 approximately ss.o million. "luch "ere •UlhCijUellll) ~otn\Crtcd lOIII ~ I ., .• ,~, .. h.HC\ 

of the Compan)'s Cl:us 8 common >lock. 1 he Cornpan) hJ• pr.tntrd 1he ..:Iter •n ""'""' rc•l""'"~ 1he 

Comron) to rcpurcha><: such shoro 31 Sl9 92 ncr 'hare I><J!•nn•ng '" the f•>Uilh qu~ner ul I '!'Ill I h•• 

repurchase obhg.:alion ,.ill terminate if d unn!! lite threc·)eJr pcrn!d c'Ontmen<LnJt \IJ r~h 1'. IW~. 1he •••r~l'e 

d.lily cl~ing price of the Cl:1» A common •tocl dunng an) '""..:•ull•c lt(l 1r.1d1nf d.t~ pcrrud '' ~treatet thJn 

Sl9.92. 

In ).lnUitr) ,..,.,,( •• lhr Cwnp1Ht) ott. quirrtl t...Cfl ttlll ·''""'' ul ' omcNcl . f th . • wd t ' s ( 1\~··•l l u~ IIUolll)'ll 

Nl:X II..INt\ Oltiu. L. t .( . (._ U"'" Jcr.ttuu• hor thr run:h .• ,r \ 'OfhHICJ ul .• "·''h fM)IHCflt ,., S'l (I ltllllhm, the 

llSUancc uf 2117.721 ClaS'i A Umts or lh< <.omp.IO). •alued .II Slt~I.'IJ.I.phh the ,1\\UIIlflliUII otlc.Oflll.tllea..c 

obligations or S6.1 million. 

The nbovc nc'luisition.) \\ Cr~ ;u:..:ounlctl h•r tt!loiO{t the pur~ hu'-C mcl1h~IH1 1tt..t.uunun~ .tnd. ·"·"''hlm~h . thr 

results of upcroliOM of the a~4U1rcd •-ompJnie, h••e been •ncluded '" the (""'I'·'"~·' cun ... ol~tlJtcd " """""I 

>l:llements since the cfTcctl\e dale> Of acqUt<IIIOn The Oj!gf<!lJlC I'UI\:hJ>C l'n,e (oor the J~'!UI•Ill"n' u.;.;umnl' 

tn 1997 and 1996 ,.e,., alloc:.rted ba)ed 011 fJif •aluco as fnll""' (In lhottr..,.nd .. l 

tW1 .... 
l'nir value of t:m~lhle U\\Cl' liCIJULred .1nd I.:Lillhllc' 

n.ssuntcd ....... ....... . Sl ~5~, $11.~7'1 

l'air value of intangible ,1\\eh U~ljUifed 711. 70~ lh,J~ct. 

SMI. ~ICI s~·'·'x"' 

Purch.t_\C pnce Sll t,: IH s~·· ••~• 

The following unaudited cnnden•cd pro forma infom1u11un rre..:nt' the rc,uh> of .. ,,.,,,,,.on, .. r the 

Company for the years ended December Jl , 1997 and 199(, ~· •I the ·'"'"e trJn .... chun• hutS '"'"urrcd o>n 

January I , 1996 (in thous:sndi. uccpt per •hare amounh) 

Revenue . . . . . . . . . . ...• 

Net los.~ ......... ...... . , 

Net lou per share ••.•..•• 

, .. , 
s 7'1.07() 

S ( 1 .14.4!1~ I 

S I I I: l 

·-s ~H .O~ll 

S (7~ .4 ! l1 
$ ( I h 01 I 

• he llnoHhlttl"tf fUU furm .t inh)ltntallun I\ llftnt\JC".J ftu tnlurm.elhtt1.11 pYII"'t'\.('' unh .mJ '' rh•l UhC,>\.olfll\ 

•nLI••~ll•c oJf the ruull> of upcr.U.Jocu thai • uuld hJ•e oa:urn:d h .. J the pun.hJ>C> been mo~dc on J•nu .. n I, 

1996. llf vf the fu ture anticipated rcsulu of upcmllom of the c"mbrned c'Vmi'Jn•e .. 

~I 
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NF\ IIIN I\ ( 'unununlu llnn., lnr. 

NOTES TO CONSOIJIIATt 'll 1-'INAI'WIAI S'l ATnH'' I " Wnrulnr11•dl 

u .. c-.. mhrr '' · 100'7 •ntl 1001· 

,, I ""• I l' teU I tl"'1t 

On O~tobcr I , 1997. lhc Compan) '<lid Sol()(lrnilhun on ·~J!rtg..le I'"""'"'' .rnruunl ul 'l'>'r !'ltnhll ""In 

due October I, 2007, " hich, ufler dcduclrn~ "'"e ""''· reouhrd orr nrl pro .. eed• h• 1he ( otlllf'.ll" ul 

SJSitS nulhon. lnlcn:51 p;&) mc:nts on I he 9"'1- Scnror Nvlc• Jrc due "'""·.rnnu.rll• 1 he '•'•' S.:nr." ' "'e• 

Jre rcdccniJblc al I he "ffliOn or I he <:omp.ln)' rn "hole "' '" p.rrl, .rl .on~ lUIIe '"' .... rfler <>-. h•!l<r I. ~···~ .rl 

c.lubli•hed rcdernpliun pncc. "hr~h dedrnc lu IOU''< vf lhe •l.llcd pnn~rp.rl Jnr.,unl lhcreorl I" 1>.:1uhcr I. 

2005 . 

On April 25. 1996, I he Comp;tn) complc1ed I he Ylc Jnd 1\\UJncc of S l~lmrllr<tn rn pnn<tPJI .urwunlotf 

llYl'X> Senior Noles due Apnl 15. 2006 Tl~e CnmPJn> uocd Sll7 7 nnll11•n o~ll lrr ~""' ,., ... erd• lotpur,·h•oc 

u.s. so•cmmenl KCUrilici. I'Cpn:ienllnJI fund• •ullicrcnl lot rnl\r<k fur f'J)IIIenl '" lull ·•lrnl<rc•l o•n I he I : • ,~ 

Senior N ulc\ lhruugh April IS. 199') und uocr.l Jn ur.lr.lrlurnJI S ~~ ~ nHIIrun h> ICfM} .roh.rn•e• .rnd .rc<ructl 

in1eru1 from Eagle R her. In nddnion. I he { umrMn) rn~urrcd "''" .. r S'J M null~orn rn '"nnc,lt••n """ lhc 

linuncing (lnclur.Jing undcf'\\rltcr di),~ounh .mU commi''""") lnlc:rc't pa\UICIII' on the I ~' ,~f "\L'nHu "'"'l'' 

arc due iC'mi·Unnually The 12\h'l S<n1or f'. ulc' .Jf'( rcdcC'nl.thk .-1 the ''~"'"'" ''' I he t tU11Jl.tf1\. 1n \\hole ,., rn 

p.rrt. ·'' Jll) lime on or ~r.cr 1\ pril 15. 2001 .rl C>lahlhhctl rcolernpuon rn·e· "lrr<h <kdtll< lu ll~r. ul lhc 

•talcd pnne1pal ~moun11hcreufb~ i\ pril 15, ltJO.l "'of lx.-cmllc:r .II. 1'1'11, 1hc ~~'~'"'""'•'< l•u ••luc oil he 

121'!% Senior Notes " ll> S40l.S million. h.r><:d on quolcrl rnurLc l prr<c• 

The tndenlures pur>unnt lo "hrch lh~ •I~•'~' .rnd I ~~'I~ Sc"'"' Nole• I the Nole• I .ore '""cd ,·,ml.rin 

cen aln cu•enaniS 1hu1. ~mong olher thrn~-. hrnn 1he .tlllhl) uf the l uml'"'" .rml II• ouho11h.one• lot on~ur 

Jdd1t1onal andcbtcdne-.-.. 1)\UC )toeL. in \Ublrd1.1nc-). p.a~ tll"u.lcnd-. tn m.JL.c t~lhc• dhlnhulhm ... rc:pun.h.~'>C' 

cquil} 1n1cre>l$ or ~ubor<lrnalcd tn.kblcdne~•. cn~rj!c in "'lc .rnd le~och~, L u.n ... ,uon• , re ole •<'riJrn hen• 

cnlcr 1nto ccnain tran~.•cllon\ "ilh affih.11c-.. -.ell ;h,ch uf I he: ( ''"'f'.lll\ .lntt '" 'ul"hla.uu.~ .... tntl ruler ant.• 

<rn nin mcr~ers and con•ohr.l.otoon• 

lnlhc: ~vcnl ura ch.•nttc "'cmurol ullhr lnmp..HI) u' dt:I111CtJ tn I he uuJcmun: ... hniJcr-. tJf llu.- ulc .. "111 

hJ<c lhc nghllo require I he ( nmpan} 10 rur~h.ro< I herr N .. IC\, In .. hole"' rn l'~rl . .. 1 ·' flnlC cqu.rllll 1(11' "' 

I he >l.tled prrncrpJI amounl I hereof. pluo .r(crucd .rnr.l URJ'.II<I ullcr<•l. rf ·'"'· lhtr(<lfl hr I he <l.rl( ut J'Urdr.ro< 

The Nolc> arc Knior un><:C\In:d ohhgallun• of lhc ( ""'J'.rn\ , .rno.l .uc •uh.,ulon.rlcdlu Jll ,urr<nl .onJ lulur< 

indcblcr.lneu of I he Conrran) ·, suh<rdr.lnc•, indurl ln~ "·""' l'·')·rhlc• 

7. Rcdttmablr Prrfrrred Srock 

On J3nu:rl) Jl. 1997. lhc Compan) romplclcd lhc •.ole "' ~ 7 nrrll11111 ur111• '"n"'""l' ••I 111 I~ • o<nhll 

uchangcahlc rcdcemahlc preferred •hare• ~ l'rcfcrrc<l ~h.ore•l loqurd.<lhrn ftr<lcrcn.c S 'II f''" •h•re •• rnll 

(iiJ COOiingc:n t ";trranl~ IO fH:' lJUIR: In the: "ltgrc:g.IIC 5,. nr c.u:h d.l" ,,( uut,I,HhJin~ JUOiltf ,fi.H(' 1,1' tldJflt:ll) 

of 1hc Comp.rny on a full)' .Jilu1ed baJi• '"of ~chru.rr) I, l•l'lx. """h t(•ull~•l rn It""' r•ro .. ccoh lu 1hc 

Compnn) or S2HS milhon. and proceed> nc1 or undcl"' '"'"It r.loocuunh, '"'' '"'" fcc, ·"'" ( '"""'"' ,,, 

S27~ milhon ·n,c conlingenl ";urJ.nls e)rrrcd unuo<d on Oduhcr II . 19<17 (Ill''·"' ohcr lire ( ""'""'" • 

inlli31 rubhc otTcring of th ( l:ass A cummun 'h~l. J lll\rllcmh ''" thr l 'rdrunl -..h . .,,., .e .... rur lr.•u• 

J .rnu.tl) .II. IW7 tond arc f'J)~hlc: qu.orlcrh ... unmcncrn~ .. n \l .o) I, I'J'I7, .rl .ru .rnnu.rl '"'' o•l I ~'{ ,,r 1hc 

h<juo<lalron lllcrcrencc lhcrcuf. L>r• rdcnd• "'·'> Ire PJrr.l • .rl lhc ( omp.rn) '• uplrun. om Jn~ dl\ufcnr.l p.r)lntnl 

d.rlc occu rnng on or prior 10 February I. lOOt cllher in ca>h or h) i>!uong .llld1111>11al l'r<lcrrcd !'lh.rrc• ""h •n 

aggrcga1c liquidalion preference equal lo lhe .rrnounluf >uch r.l"idcnd•. The C'unop.rn) " ICOIUII( of hr rnlcrm 

:oil or lhc Preferred Share\ OUIJiand•ng on I chtual) I. ~~-~~ ·" ·' rc<lcnrrlo.•n I'"'" e•ru.rl h• , •• r . ·•I lhc 

foi(UidJitOn preference lhtreof, pJU\ JC'CUn1U1,r1Ctf and UOf'·"'J dr<o.Jcn.J, 101 lflt oi.IIC 01f ICI.lctiiJ'IIOIR \ • otf 

Dccclllllc:r ll. IIJ97, I he appru\lm•lc furr \Jiuc ur I he l'rclcrrcr.l Sh.rrc.. "·'' s ·~ \ I mrllron. "~·col un l.jUOicd 

m.ar~cl pncc• 



• • 
n: I I II\ II l 'ommunlc-arloos. l nr. 

NOTES TO CO"- UIJUA I ttl ti'A:0.CIAI. STATt:~lt~ :TS (( ontlnut<ll 
ll<'n'mbt-r 31, 19'17 ud 19'16 

!)ubj«l lu -.'"Crlatn conduion' .tnd the llh.»,hiH .. ataun' dl uncn.111h. I he Pre terrett SIMrc' .u'C' '\\hJn~dhk 
on "hole. but not in pan. til the optiun tlf the <:ump.on) . on .In) <ll'odeno.l r.opn< .. t d.ote, fur t 4'' .cnour 

'uhou.lln•ted nutea (Scnlur Sullludo n11teol Nnte• l ohoc h hru.ol) I , liM)'/ ul the <'•""l'·•nl ;\II term• Jntl 

.:ondillon< (other than inlcrc>t. mnl.on11 .11111 m.orunt) I uf the Senior Suhunllnatcd Nutc' " 'oohl he •uh•t,on• 

11alh tlw ' tlmr ~~~ lh•"r ttf the ( dtnf'.ln\ •, •uJI,,,,mltnv I ~' z'l ~CniUr N tliC\ due: Apnl I <, 200(, 

l'nor to J.onUUI) 31. 1997, the <:omp.on) "·" lllj:Jnllcd ~nd vpcrJtco.l "' .. hnuret.lloJIIIIu• "'"'I""''"" ' 

"·'" ciJ>>IIItt.l.lnd tJAcd 3\3 p.1n ncr.hop for fcdero~IJnt.l •tJIC on,urnc '"' purru-c• lll t\11\t I cl•ou.or\ I . 111'17, 

rhc Comp.on) bee~ me >UbJCCI to fcdcrJI Jnd •tJic onwrnc U\c' d~rc.:tl) "' J (. '""'" '""" "· "lu.h rc•ulted on 

the Comp.on) recordong a deferred t:&.\ h.oboht) Jnt.l ddcrrct.l tJ\ rro• I IIllO ·'' '"·'' IHIIC 

(.'omp.~ncnb or deferred laA ·'""'' .ond lo.obohtiC\ ·" .. , I ebruJI) I . 1'1'17 
t curpor.111un) nnd l)cccmhcr II. 19Y7 .ore ,., full•"" (on rhuu1.1nt.l•l 

Deferred ta.t oi..Cl.>' 

Amunit~r ion 

t'Jpil, liJcd ~"'" 
l'rovisioll.\ nul cuncnll) dcolwrlhlc 
Ncl OJKra1ing lo" ""'ff)(Or'o\,,r\J, 

T01.1l o.lderrcd t:u J>.'<:h 

Vulu:nion allo".tncc 

l>cfcrrcd Ia\ liabihllc> 

Depredation 
Pu~ha~ .u:qut·ulton\ 
Or her 

T ur.ol o.lcfcm:d ta\ h•bohloc. 
cl dcfencd ra•es 

~.J ! ! 

170~1 

((o.~~l(J 

_ f.loMo J 

17.K~<IJ 

Sl2. ~271 

ft.IJIC ,,1 "'..,'"''."" IU .I 

· ~, . ...-. ''· , .. , 
s 1.1111 

''· \fl~ 
1.1'11 

~7.7 1.1 

\lo, '~'I 

I ~ ~ . llf>.I J 

~.!.-*" ' 

II .~IJII I 
I !CI. 17~ I 

ltd :. 
I !!. ~X'I 

s 

During I?<J7, I he vulu.llion ullo"ancc on~"'""o.l S IJ I ouol hun. rhcrch) lulh rc-cn 11111 rhc < ""'1'.1"' \ n•r 

dclerrct.l HIJo ...... . , .. or Dccemhcr .II. 1'>'17. 

i\~ or December 31. 1997, the ( omp..n) JIJll IICI nf'Cr-JIIn!l lo" ' ·""'"'"·"'" ,,, Jl'l''"""'.llcl) 

Sl19.3 million, "hich •rc :li'Jil2blc 10 ulf>el rururc fcdcr.ol ,ond ''·••• •·••·•hie '"''"""· or .on\. ohrooujlh :!\11! 

1\ fC:\.Oft~lh.H1t•n or chc CornrJn} ·, cfft\.lt\C IOtumt 1 .. 1\ f.IIC ... n~ the • "' ltdct .•1 '"'' f .J tC I\ ··" f·•IIH\H 

\ut t ....-..e 

SlalutOf) r-Jic 

Stale income ''""· n<1 of oeder.tl hcncho 
Cun\c.nion IO ( ' corrurltl htn 

Valu.1tlun ..tllo"unt.:c fur tlch~nc•l t ,t\ ·'"'"" 

l'un:ha).C fiC"'UISIIIOO\ . , . 

..... , . ...-. ,, ... , 
I I lr1 

I• \rl 

II .Y I 
j 't• ,., t 

11~1ro1 

" 
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N~'X II INK C'ummunlullon•. lnr. 

NOTES TO C'ONSOUIIA1 ~:11 n!loAN( 'lA I. ~TATI'I\U' I\ TS (C onrlnurd) 
llt<Tm~r 31. 1~7 ond I~ 

\\ o tttlth ol ·tl o 1 1ft • •tllllllltH ~th U\. • tolll • t tinlllf~ 

""uuuJI 1'-'UJnc.c) ..Junntt the t 1 monlh pcnud pnuf h• the 
Cnmpan) ·, hhn~ of'" I PO, 1rc:~1ell ·" tf ouhl•nlltn~ fur .111 
f'Cil<Xh plt\tOitd , 

'ihurc• U>t<l In ~ompu11111nn ul pnt funua ncl '"" f>CI •hurc 

, ..... 

l,'lll .hlll 
4 1,1IH,M~~ 

. .... 

1,111\.~''J 

1•1. II ~.JX1 

~u"'-'quenl tu the CumJ>;~n)• IPO Jno.l lhiOUi!h l>c,cmhcr II , IW7 l'f'll<>n• lu pur,h•-c ltr", ltrl •h•r•• 

uf ,·nmmon )toclr. -.ere t\.\UC~ but "ere not tndudcd an the 'umputoo~uon uf ncr lun rc:r ,h.Hc • • , the~ •Jflltt~n' 

cJuJ nul full under the pruvi,tun' of SI\U ~N uncJ int:haton ul ,u.,:h upllnn' "'n1ld h.Hc t~cn .-ruultiUU\C 

I I. '\1 0<'~ Opllon' 

l 'nur 10 hhtu.tf) 1997. I he Compan) n .. tnl•rned •n I 'lUll) Oplwn l'l.tn "h"h I""".Jed fur I he ~'·'""''f 

uf c<jlltl) upltun rnlcre•h in I he Comp:tn) 1 hc>e Ul\ll<ln ltr~nl• "ere "'"''.Jcrcd '""'f'Cn'~'"" •tn.J "err 

occuunlell fur StniiiMI) lo ••~~ npprcctdlton n11hh T he ( 11111f'-'"> rc:.: .. ¥n11co.l """"'"'·'''"" C\l>cn•e 11•cr the 

\C.hnV f'CIIO<h h:t\Co.J On lhe elCC::>.I or lhe futr •~lue !If lhe e<jUII\ Oflhlln tnlerc•h, '" .Jelernuned h1 lhe 

,\dr111Dl>lf'l:!1\c Comnuucc. Oler lhe eun:u.c pm:c or lhe tlflllOO tnterc\11 SuLh e•rcn-c .... , f'ICrtlldt,•lh 

.to.IJU•Ietl for change• tn I he fJir ••lue of I he C:'!Utl~ tnlett•l unth 1 he-r u1>1ron tnlerc.ll •e•tetlt.tt.thh mer,, 

fuur .. ,c.tr period, .1hhough \OOU: rtiJIOCd \(\liM~ "-hCtfUfC\ uf rtc\IUU\ H1Hhll1 ftl.tf\\ \4t11dl 1R IU••'t " 1'-('\. 

•e•le<l :n'l ot entl!h>)menl .tnd !11'1 dl the cm.l ul eJLh •uh..:4ucn1 )e•r 

lu \.'~lnnccltcln \Ulh the tn~:urpnr.tllon u l the (urup.ut~ (-.cc l"ulc 'IJ, the (',ml(l.tn\ t'\IJhh,ltcJ the 

Nl X II IN K Cmnmunk.tl tllO\, Inc Slod OrliOn l'lun (the l'l.utllt> r<fll.tce the I tflllll Optu•n l'l.tn ·""''" 

pn1\llk J pcrfomutni:C tnccnU\C for t:cnJift Ofhcc". CIIIJ'Itt\CC'\ • .nd Jn~Jt\ttJu.ll\ •H t,.t)Mif'.lniC\ '41tu pn1\ tdt' 

..,,.,.., lu lhe Cuntf'Jn\ rhc l 'l•n rm\ldcl fur the @r.Jnllnfl "' 4U>hhctl dOt! n.tO •<jUdlthctl ...... ~ otpllo~n• \ II 

•tplh•n' '•Uhl.tnd•ntt unJcr lhc I ~uti) Orthun f'l.an v.crc rqrunrc,t umJcr 1hc nc• I'IJn \4tlh lctm\ .and 

~o.umhl tun' ,ut·ha.tnlt.lll) the 'amc ·" under the l:quat)' Ort11u1 l 'l.m. C'\t.CJll 1h.11 upllnn hohJcr' "'II nn lt•n~cr 

h:l\ c the uplion ... rcljuirc the Cnmp.tn~ 10 rcpu r~h.t\C unll• r,u ~·"" 11flt111 C\CICI\e .. r •udt unll•. IIIII " til the 

Com11.•n) h3•c 1he nruon 10 n:rur.:h~•c c•crct\Cil un111 fur '·"h The ( ''1111'·'"' h,,, re.cl'co.l ~.411, 11~1 ,ft.uc• 

of lJ.h, \ common ,.tocL. (or "'u.encc under the PI.Jn 1 he c.~h')fl' ,-cncr.alh 'C''I r.•t..thh _.,tr t-•ur \C'Jf' .an~l 

C\pHc nu IJtcr th.an 10 )Coif.) ;a(tcr the d.ltt' or ¥rJnt. "'uh I he C\\.-cruun ut Hl'lh'"' Hrtj:'ln t il \ ~r.lniC'tl under I he 

LlJllll) Ofllh>n l'l.tn, "ludt e\1\tre I~ )e.tl\ uher I he tl.tle 111 ~r.tnt 

I he C\erci;c: rnce of ljU.tllhcoJ •h•d Of!lllln• granted un<ler I he l'l.tn 111.l\ ntll he lc" lh.•n I he f.m IH.tr~ cl 

\.lluc.- ul the ("UI110lt1n ,h •• ~~''" the d.1tt' or pr.-nt 1 he C\(1\,1\(. J'UI\ C' u f IIHh ~u.ehhr.l 'h"" Hf'ltHU\ ,.., ,11\l{tl 

umln a he 1•1.m ttH\ hr )IIC"•••cr ur If,, lh.an the f.eu m.uL.rt 'o~l .,c ._,j the""""'""''"' L. ,m thr ,J.,tt tll J''·'"'· _., 
•kt-:lfllllh!ll ·'' lhc tll\l.fCiu.m uf the Uu.ard ur l>uc~hlf'\ Shil\. l.. tiJliHJn' l!f .IOIHI..&t JUh.(' \ hci0\4 f.llr m.u L.ct \,IIUC' 

•• the <l.tlc of ~r.tnl .11c Cllthtdercd compcn•ullll). •n\.1 '"111f'Cn"'""" e\rcn-c '' llcferre\.1 .tnd teli>Jiftlle<l 

rJI~bl) '"cr the "ffliOn •e>llng pcnod h;ucoJ on the e-.c" uf 1he f•rr n••r~cl ••luc of 1he '"" ~ ~• 1hc ,J.Ie uf 

gr~nltllcr the clefCIK IInCe or I he oplion In ··unneCII<>n .... h the n:gr.tnlln~ tlf Of'lllln• uno.lcr lh~ OC\0 l'l .tn 

lhr ( '""P·IO~ rec:l.a"''hccJ lhc dcfcncd cumpcn.wuon l1.1lltltt\ rcl ... un~t "' ~UmJlCn,,Hnr) "J'Ium, '''ucd undtt 

the l tjUII\ 0111i••n l'l,tn 111 .-ununnn >10\ ~. >Ia Ied •• ~llh>unh p.uo.l in I he rern.untn~. unrc:cvgn11et.l 

"''"'~n,.tllon C\pt'R\.C ..&ttnbuto~blc to thew: u)mpcn~IUI) ufHitJn' ".u Jl~• rc,ordc:.-t .. ~ JC'fcnct.l ,,unrcnYlldn 

..t \llR1rd •C'IUI1) h.lf.&n'-'C • .and 'tlltll he fC'"'UUtftii('\J H\Cf lhC' rt'lft.Unlnl! \C'\tlnfl J'ICIIUth uf lhC' urUttn\ 
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NEXTI.I K Cu mmunko llonJ. lnf. 

" 0 TES TO CONSOUOATt: ll ~1NANC"I A I. STATf:l\lt:NTS (C"onrinurd ) 

ll~rcombtr .I I. 19417 ond 19% 

12. Suppltmt nlol 01..-lo\Urt or ( 1 \ b tlo• lnrormol lon 

Surrlcmenl.ll dl\cl()iur" ol lhc Cumra•> ·, "~'h nu .. lnfumullon I> .. , foil .... ' I'" lhUII\.JDd\) \,., • ....., ,~ II. 

Non•••h tinuncins ~nil m•·r.ting ""'"Hie> "c1c "' f111lu" •: 

cr .. " A common \tOCL I>Jued under lcu-c UrfJnge menl 

RedcemJbk prcfem:d >toe~ d l'ldenoh. (l.Jnl 1n redeemable 
(lrefcm:d Sh~re\ 

,\ ccrued rcd ecmuhle pn:fem:d •rod di\ldcnd•. PJ>•ble '" 
n:deemablc prefcrn:d \horn. ~nd U<CICtlun of (ln:fcrrcd 
•tod rcdemp1ion obligation . . ....•. 

h •uuncc of nolc• (IU)Uhlc rond '"'""'l'lllln n( h.1h11i11C\ '" 
.u.:qUIMIJOn~ 

I>'U.tnc:.. of cr •• , A common >tOd rn •<ljUhlllun• 

( Jpllal leouc obhgauo"' :mumcd 

Membc~· equit) n:corded 1n RcC'llpHuhtJIIon 

c;,)()(h<ill n:corded 1n Recarlt.•hr.uion 

I \Change of minoril) inlen:•h for <:lu" 1\ "'"'' 

C:hh (IJid for 1ntcres1 
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t:XTU NK Communln lllon-. I nc. 

'OTES TO CONSOIJIIA'rt:U FIN A " ' IAI STATF\H ' I' H outtlnnrolt 
llro·•mhrr 11 , I11U7 ond IIIW> 

I ~ ' ' " ' ' VI I 'I t. H . :-. 1 ~ 

Join/ I ~nturr 

In Jnnunl) 1998, the Compnny nnd Nutcl Communlc.otllln\, In<'. I Nntd I fomncd ·' )oont •cn•ur< ~.oiled 

NEXTBr\ N U Communications, I..L.C. (NE XTBANI> ). "Inch i• o"ncd SO'l e.och h~ the <'o•"'l'"''l .ontl 

Nc•tcl. On JanuMy l8. 1998. NEXTBAND fikd an arphc~hon ,.llh the H T fon ,. h,,h 11 I'·"'' ·' ~'II null111<1 

refundable dcrc»~tto ranocip2te on the Fcc·, Local Muhopoont Un tnbut iun Scr".c 11 M DSJ ~u' '"'" "hod1 

hcj!~n on ~ehrual) 18. 1998. Of the deposit amount. S2S molhon " a' dcf'O'otetl b) the Cum~n~ I \ ll>'i " ~ 

h\cd broodhand rotnHo-multipo1nl ><:1'\'tce "hich the I (' (' and ondustl) IIOJI)'" .ontocoJ•.otc "'II IX' u•e•l fur 

the tleplo) men I of "ire leu local loop. hogh·•pced dat~ truOJfer ~nd \Ideo bro.l<l\.t>llnjl '"""''< I' I \ I Ur\ 1'\ I) 

htb .1pplicd for antl;, eligible to bid on nny of the market• hctnlt uucuonetl for the li.cn.c•. v.hodo "'uiJ re•uh 

'"udditionul fund< being contributed by th e Comp:tn) tu N l X 1111\Nil 

In Februal) I 'l'lH. the Compan) entered 1nto a 20·)eJr ••r•t•lle.uc for e \ dU•I•c r>j!hh tu muh1rk hhc" 

and 1nnerducts CAtend~ng over 6SO route mtlcs throughout """ YurL. Ne,. Jer-e, , C unnecllcut . l'rnn" h ·'"'" 

l>cl.t"'arc:. Mal)bnd a nd W:uhington. 0 C The Comr1.1n. I'·"" S•l~ 0 mollonn fur the " ·'"'·" tnrn, "' "'""' 

SMOimillinn " ·" t11Jccd lntu ""'ro" rc:ndong C•IIT'otlctlon •n<l Jcll\ t l) ur !oC!liiiCnt• "'the nctl4ur\ hiUI< In tht 

( 'ornp.on) . 'lloc l'uniJ~ony hns the option to rene" the le,1\C for t"o •dditinnul lll· \ car ttrm' 

Fmonrin11 

On Man:h I. IW~. the Com11.1n) \'Omplcttd the \Oilc vf S I I' nulhun on J~re~Jtc Jl""''f'dllmnunt ••I •1', 
~<nour Note• due Mun:h IS. lOOH. l'rocccd' from the ~tic net uf do...,ounl\, untlcl"ntlnj! wmn11"1nn•. 

aoh i.OI) fcc~ and npcnscs. totaled npproAimattl) SJ li\.S nnlloun. I he on Scn1or Nutc• ,ore re•kcno.thlc .ot the 

optoon of the CompJny. in "hole or in p.trt, bcglnntnJ! March I ~. 100 I at e,t.ohlo•hc.l rcolcmpllnn pn~e· "tu~h 

tlcc hne to 100% of the stntcd rrinciral amount thereof b) M.uch I ~. ~!Mill 

rhc tndcnture f'Ur"\UJMt to "hiC'h the 94l. Senior Nutr' • .uc ,,,uctl ~untaan' c:crt.un t..U\Cn •• nh 111.11 , .mum,; 

other thonp. hm11> the •bility uf the: Comran) and 1ts >ub>odo~ne• tu 1ncur .uldlllun•lon<lchtctlnc"· "'uc '""1. 
on •ub>tdt3r>C>, p.l) dl\'idcndJ 01 maLe other dtstribullons, rcpurcha.\C C<jUII\ onttrc•t• ••r •uhollllon.otcJ 

mdc:hlcdnc~'· engage rn sale und lc.ucb~.:l lrJn.\:lc:tion'C. c:rc.llc t.:crt:un hen,. cntc• mtu ... cr1.un "·'"' ,uun' 

v. ath .tllih:uc~. M:ll U\~11'. of the Cumrany and 11 ' ~uh,alh.mc~. .mtJ cntr1 lllhl u.-n.un mcrt-tc" .uul 

4.',UI\.4lluJ.III\)II\, 

In the C\CMI or" change in control o( the Compnn) U\ tic lined In I he.· mdcnlurc . h~thlc.~r"o ttl lhr '''• ' cnllll 

1'\ot('" "'II h.n-c the nght to requi re the Comr;&n) to pun:ha\C 1hcer 'YC Srrum , .. ,C' .. en ,,fwk "' '"I"'" ,,, -• 
ptiC'C Ct.IU.II Id 101ft. Uflhc \ltltcd r finc.:lp.JI.UihtUOI thCfe\t(. piU'II ... HrUcd . .ntl UllJl.IUI tniCII>\.1 11 tO\ ttiO\"••U In 

lh(' tilt c.· tt( pun_ h~I\.C' rhc •n Stnhtr NutC\ urc ~nidi UO\C\ urtd t.tbht!.tlh.n\ t)l I he (, ''"'1'-'"' .And •• r(' 

'"'"'"hn.o lcol t\0 •• u \lllr<nt .ond ruture ondcbtctlncu uf tht COtnllJn) ·, >U ihldiJne•. ondudlnj: IIJdC p.l\ ,ohlr· 
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Nt:\ IIJNK ( apltal, Inc. 

K"I .A'I:ct' SIIEt:TS 

ASSLTS 

Cash m hank ..... .. . 0 o I • I I ' o I I I ' o o • o o I I o o ' • o o 0 ' I I ' 

S ll i\RliiOLI>ER'S EQUITY 
Common stock. no par value. 

1.000 $hnrc< 3uthorizcd, i.ssuctl und uu t<tan•ling 

Srr ouumpoii)'IIIJI " "'' ltJ l>olallr r Jhtrl> 
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I. J)t,nipdotl 

NEXTIJ NI< Copllol. Inc. 

NOlt: TO BAI.ANct: Sll t::l."''S 
Ot«m~ 31. 1997 ond 19% 

• 
NEXTLI NK Capital, Inc. ( NEXTLINK Cap1tal) u 1 W:uh1ngton unpur.t1on and a "holl) n>~ ncd 

subsidiary of NEXTLINK Communicat ions. Inc. ( NEXTLINK ). NEX'I LI NK Cap1t.ol "•' formed ll» th< 

sole purpose of obtainlnglinancina from utcmal sources and 1s a joint obl1gor on thc I ~l'l't Stnlut 111<' llu< 

April IS. 2006 of NEXTLI NK. NEXTLINK Cupotal us tnlll~ll> funded " llh ,, SllXI wn1nhuunn fmrn 

NEXTLINK and hu had 1K' operations to date. NEXTLINK C:apotal\ wlc ><IU I\:C ~nd ICJ'•~n~ent rut lh< 

12V:t% Senior Note• w1ll be from 1hc open1110ns of NEXTLINK. Th<tCfure. lhc...: h•lan~e ' heel' 'hnuld he 

= d in conjunc:til'n 10i th I he con10lida:cd financ:ial >lalcrncn l> of NEXT I INK. 
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Attachment B 
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Charles P. Dan ids has been Chief Technology Officer for NEXTLINK since Novcmhc:r 

1995. Mr. Daniels leads NEX11JNK's Technology Services Organi7~tion nnd is 

responsible for network engineering. From 1992 to 1995. Mr. Daniels worked for MCI 

where he was the founder and Program MlliUiger of the network MCI Developer's Lab. 

Mr. Daniels was also 11 founding member of MCI's Advanced Technology Group. Prior 

to joining MCI, Mr. Daniels worked for Manufacturers llanovcr Trust from 1989 to 1992 

as Vice President/Strategic Technology & Research. where he was responsible for 

evaluating and implementing new technologies that c:ithc:r reduced costs or gcncrntcd new 

revenue. 

R. Gerard Salemme hru. been vice President, External Affairs and Industry Relations 

since July 1997. Prior to joining NEXTLINK. Mr. Salemme was Vice President · 

Government Affai rs at AT&T Corp. from December 1994. Prior to joinmg AT&T Corp .• 

Mr. Salemme was Senior Vice President · External Affairs at McCaw C'c::llular from 1991 

to December 1994. 

Michael J. Mdlale, Jr. has been Vice President, Chief Marketing Oniccr since 

December 1997. Prior to joining NEXnJNK. Mr. Mel I ole: served as Vice l'n:sidcnt and 

General Manager of the Phoenix marlcet and Regional Vice President at Teleport 

Communications Group. Inc. from 1993, developing the Phoenix market from its 

im:eption. Prior to that, from 1991 to 1993, he wns Vice l'rcsidc:nt. Product Morl..cting 

!Uld Developmental MFS lntelenet, Inc. and wns responsible for planning and 

implementing MFS's initial introduction of switched services in New York ('ity. 
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April 1, 1998 

VIA HAND DELIVERY 

Ma. Blanca S. Bayo, Di.re<:tor 
Division of Recorda and Reporting 
Florida Public Service CommiRAion 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

DATE 

APR 0 21998 

• AII¥U 
Boa!Yion 
fOil~ 

JOlormile 
lMdM1d 
M~m 

Htw Yort 

()rim) 

~ r ..-c""' 
9~o 
lli!W:sset 

llf!lla 
WISIIIBQIIJ\ 0 C 
Wtsl PUn 8extl 

Re: In re; Application of NEXILINK Florida. Inc. to Provjde Altematjye 

Local Excbanll!! Service, Doc:ket No. 1.1~ f'!O 

Dear Ma. Bayo: 

On behalf of our client, NEXTLINK Florida, Inc. ("NEXTLINK"), enclo.sed for 

filing are the original and aix (6) c:Qplea of NEXTLINK'a Application to Provide 

Alternative Local Exchange Service Within the State of Florida. Appended to the 

original Application are NEXTLINK Communication, Inc. 'a moat recent 10K filed with 

the Securitiu and Exchange Commiuion, and a chock in the amount of $260.00 to 

cover tho filing Ceo. 

For our rec:Qrda, please acknowledi8 your receipt of this fi.l.ing on the encioaed 

copy of thia letter. Thank you for your conaideration in this matter. Should you have 

questiona or need additional information please do not hesitate to contact us. 

DBM/cak 
cc: Mr. Tom Williama 

Mr. J ason Williama 

TAL-128323 

Sincerely, 
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