anterovr sl 'lmu,-dcnndhmcu'

wof o Breery goanarmed
ﬁm-hnmhlhlhluhm-l-m v by
generaied mrvered W Cameds st Upondh 10 andes sl anal
1rermptponal marhets, wivich My roquiee Agdiicast
snpragmmens socrdon od Trsectel rexourors. [rsemationd
axle. prm sahjett 90 8 variery of rish.
Ohwr yisrweely aref annaal npevaling seadlis e vevicd
sgrificantly o The pest. Thi variatkes b aperaaing pesies will
Mymmma-uym!;\lbmﬂnﬁu
. of rewhs of e ot iy
‘an-ﬂﬂuﬂmurﬂndwnumd

., Ohir aperating roadiy ey contioae 04
wx-_.udmmmnmwm
asdes £yches for mow ar salitieg Carery, W $H0. (ning or
dumwtinn of sipatfioent customer Pontiscs. Auctuations in
srmwdrer OF sviaoribes recards under murngtrrant., Thmimg or
dsation of srrvice oiferinge. it of sdopcion of wisdom sarvict!
Ty Pubshc Sakery Anwwtiing Folres, efforts supmnded co
mmhhmudmmmwm“m
o Tk, brain oyl eyl s e iied prersomned, incrtated
comgrlition, chesgts Ly opersting expenses, chenges in sr
sawaegy. the hremcial pofernant of our cosmt, changss i

plebetion wad reguisesom shec way sifect

n-nmmn-mhrwmnd
wramaenic Gacton. O contrwts tor §41+ 1 OF5 wrviom
Eererdlly Inchude u e pateat hhhh’aﬁ.ﬂ
srmplernerniion of the §-1-1 OS5, comvertion of the customet |
clats b o Bysieme. Mring and tralning of perewwa), wed et
‘pasts requiTed to prepare for Sle prosscieg of SULWE S,
wed threrohar, wa sy recopatie Ugmificandy Mvertased reveraa
fox & ahadtt perfioed oF Hevet uron EoMrenencing servitl for &
T CURNTT,
Ot aapess brvudz arc bastcd b Fgnificant part o ser
eapectations regind iy, furure remue, Oue revermn . déficult
o it Bacauae the market R glaf syvicer i avobving
Taphily Bt e of o3 saken yria, e sive wd Limieg o

SAgPIcant custerrt contracty srd I inae fott wdl U Gring of
mdmmﬂmmﬂdmw-hﬂﬂ,

iy ey & thenely’ Fannr b comperisir for sny. wnespoonl
aarrtfall I covrnt. Ay sigificont shontfall coula hart fove
vy § macerial sdverse oifest o ol biinees, Tiaasched
owrnd ke and ks of sperations. We will larss espmrme of
apprasimacely $ 10 mikios kn 2000 For seitarch, deveiopres.
sl werhating 10 caperl S PRIAE eifartigs. bn irilicion, we
hired ndditionsl semplayes b 1963, mc.-nm -m
0 contimn hirey sdiorsl cplopees during 2000
h"u.‘mup:-m'lhahb-—.hlm h—
which we wif periormi iene of our igirstnne, We cascol
v ey e mmwﬂmrﬂlw

o rwesyc and devel Wil grresin fusory
ruvarnat, Faibure 19 oo e combd have x rsturinl scverse effers o
amr busioes, Bmancie] comtllion nd et of sperations.

'Rrwlh Cyreations
Mmll.lﬂmhv—'hﬁi
Deovwmirar 31, 1918

Rewnue
Tnint Beverwor, Totnl rewenus casrvased] 5%, frem 3344
ition n 1998 10 3325 miion w. 1990,

ravapeTRt MY

o 321 oution i 1938, pepresmcing soprosimetdy §39%6

1K of wousl sevenus. .D-rn--':unmm
rwanie b dus (o R KRS0 I I PO O il
ucmlar cnanagemwient 10r 1L srat CLEC rumicuners cased by

‘lh

ety growth wnd the digning of abiitieral CLEC rontecn,
Thoa Iethtbsts ware bl by wica thiy minimnm fes from a
Wieiita carries [y FOB8 rhar svptred i S coml oF 1098 andt

& shrrrre  AsL-rauring Fees relird (9 wirtles and

I heumasi snd Loplemntation Sarvices. Reversw fromm
Tiorruws sl ingirmenbitins srvions decremet 87%. frem $18
mtton ik {08 5o $465,000 in 1039, 25 we hed ro diveren wmd
mpilerwnatien services comiraces bn penoms i 1999 othel than
ANy GRS

Costs and Experon

Coms ar Ve Mlurmgranis Stevices. Com of #x snaragemmend
muﬁwumdmﬁm
-h " sl vl mac Conn of dein
et eru sarvic i | K. frorn $20T million

in 1598 vs $24.3 reiton tn (I, rrprownting 60wt TS of
mmmmwﬂxmm of dik
armgrmat yrvioe) pose . mapecrively. The rioflr incrmios e
due 0 thw pilt pheee sevt art of implaaenLIION of of Comeact
wah thr Scne of Temm. Waoanod sdeprwcstiosn ewperem ad

e Stase of Taxm corwrars budese wyrbennd rovawue vy
germrwiad. [ sudaoi, 1 1959, v recehad monitdy micfrien
s frow u ‘wirrion Custoerer which erpined o g oed of 1358,

ol Smplewertetion
!lJHml- 1958 co $10.600 In lﬂl. Wh;!i_i
DA% of trrind vevoirs:, respeciively, and 2796 and 24% of
canentaton vopectiedy. Tim

SrrvAS MRS [N Proces during

(9% athar shen warmency contrcts, .
Saider aind Swles and bt

q‘wlﬂ_!m-.--d_-l_h-m
it shown s sades collaterel Salm snd marketing mpomey
srcpeqed 20%, rom $4.1 reilion w 1998 =
35.2 rmow Wy 1990, repropeeciag 12% ma 16K of tal
seversse, reaprethaty. Thi detler tnorvmn ot due o the
kit {on of ermehedey persannel. the crescion o & EMEIRmIRE
ifsirs dipartent 66 W EEPTT mod [l beoghibrtiom
prirwardy related [0 S Sirebon pryecions snd seinied lagal
e, whiitters of sides 5ol Yot sivaaced sordce wed e
Incroes L Livdishone expenges,
Ganarel and A General and
expensit Conyiet primarily of ixperaes altated o
Seafowvastion syesie, Resnce, kusvan oo, ingsl, Macorhe
o Corweral anef

ixperwrs tecremed 19, o 55,0 pifticn In (99840 549
mulﬂmlmm!ﬂumm
W cxprrrienoed o dod s u recramm
mmuﬁmmdurdﬂq-ﬂﬂ
wlioer and chied Nedncial ooy, Tisese decroases wore partally
ol by
« e acdithom o indormation kertencingy perees sed voetsd
T |
* Intrcisod Rgak a6 M0CUDGINY o0ats Felased Lo qurterly seel
wrwmial oyt b ol e -whwu-pbﬁyt-hd
oy i bune 1958

¥ el begal g A1k b S selord 10 mgulacory andd
~

[l
vt in Tonat: sl
» the crmpriom of am trveslre reflbied fojss fevcrd,

Over Fnewane: {Exprmmg, Mk, Nat witer boermrer {enprerw)
eonsists prienarity of interset anporost fiom our borowings snd
Teuit (o coptid S2ulpmand. offset by Intret 3ncome shrnnd
O D tanh wied inwsaiment bulanors Nt nther expense wes
$204,000 1n 1995 compared 40 et olher Income of

$60T 000 tn (999, mprraseriing (1)% snd 2% of totad
weverom for such pariodk, 1y. The aoltar incrosse i
et o1hwr s wa prionartly doe 40 5 decrese I inlaret
enprasy related 4 the ey ment of temsa ank debt
suruangng thiough tha second quanér of 1533 and
payiterd of tertsin capiial lesus and s Increew in intorest
anevwed o [he ivesunent of fumdh recelved fram out
i) public ofering in e md oty of 1998,
Konel% Jor fwowwe Taser: Oux income s batstiX Fromn
continuing oprrrions inerwwed fw 3379000 1 LI w
1468 0000 e 1999 In 1905, we revened w poruon of aur
valustion skowance ind in 1995 wonrdad s bpcrene 1
ewlti welaeed s our deferced tax sttty 62 we elieve bl it
5. 4more thaty than not thet the W Reecs will b rowliznd,

Lt Prase Operations ol Disoontimued Division, We

mcrwried & thmege of $226.000 in 1999, met of the relaied

uueum_undumn-hh—udu_q.-d
wnd Lhe s im e

tired 2cquybred Lhls dtvislin.

Lo fragy Enticguishment of Dobe We recimtind »

Md&?ﬂﬂhlﬂlmﬂhnmum

remerd ty Lhe writeafT af the teanalning delst dncount snd.

Dihey coms snockaled with the serly ottogndstnany of sar

Ty Pt

Yomer Fatslord Dwosinbosr' 11, 1958 Cotpurngt tay Yousr Lonaindd
Dwoumbar 31, 1397

Revenin

Toia! Rirvaaurs. Torah mveron tencramd 2T%, frins 27,1

mihan i 1907 v 3344 mition . J20R,

Duie Management Services Revwnew, Revenue from devs

wanagsmst pervices incresmd 3%, from §24.0 mittion in

1897 1 330.6 milllen i L3GA, repraenting appronimakty

% of 1owl seenue i ot pariods. The tncrems mlted

rrivmatily (oo Incrame in!

« oty fers Grm wdndins SR dud by a0 LACTESE I
Ok ki of SUbICTTIVE wrler rrmprnent

=t fyarrinng i Overtly fies irom wirdless curtomen.,
o5 wr i mot begin 4o sers reviivet foem wirdlest
cusiorngrs il e shind quarier oF 1907 and agned
weversl kv canaeces in 1996;

) ¥ nonereeisniag M from enbanord wivicer: snd

* son-teauring ey from Ruw windine Cltperwa thal werr
wrattioned to owr mretes.

Licrams und Lupbsstatntion Serwtem. Raveras (rem

Hoprvirs mtd LanphesmastM 160 30rvice drcrasitd 25%. from
S11 miion ta 1997 40 $ XA milion an 1998, dur o

n 199
-dma-mwmlnmmm‘lam

Coosts ad Expvwrna

Lt of Digin Masageassnt Serviees. Comt of duta
management wervices nceied 15%, frora $15.4 eallion
In 1997 10 320.7 mOlion in 1998, mpaneoiing $T% and
GO% #t (ol reverum, rmpuctively, and G4% and $8% of

Arowdy fre co weirelad s witolne operiidons.

Covt of Liconws andt lmplewuniiniion Sarvice. Coul. of
Sicernes. andd hophenensacion servics decremed 359, domn

-&umn—nhmﬂwmmm
Betl Atpmtic.

Swies anit Marinting, Snbes nad marhating spenses
Increased 7%, from $1.9 miltion th 1997 1o $4.1 mifllon ¥
199¢, rmpresniing £4% and 12% of intal v,
reperttvaly Thet incrome: was primadly due i aslutics and
welndwgl gt of hiding diiclonnd sales and markeling

1958, Yhaas kreresms warn partiaiy <Tivet by decrmes in
altd commimions. s well o the tsmaler of & viee presidecd
w-mddmmwm

Corrersl and i

-?-uuummsm from $3.2 miliion I 1997 w0
n.mhmhllﬂ.wuul!%malﬂdmd

Thdoh-rm-u—duw

.* L
m-ﬂmwﬂaﬂlw*
*‘. ]

* wition of perkanal arad - e
seeounting. iInformmation tysiema, lagel sed buian
Pomrons Grpartemnin b pylL Gk rowths

+ Pk uesOel of B MAGEStNG vicr presidest (o o penarsl wed
Siminlstathvr poshion. and
* el covl ey Gaem Ircurrl in {J98,

Th trcreamm wets pactilty oifast ey 5 dacssass I8

vy Expasses, Not. Chtues experaes gecrensed 6T%.

from $279.000 i 197 to $254 000 1w 1954, cepresenting
3% snd 1% of tetad revenie, mupeciivety. The dollac
dttvame wx primieily s 40 the repepmant of cortxde bank
ot and apial v during 1338 ard Incarest eamed frem
ﬂhmmdmb_mﬂﬁdpﬂ:mh
B o oy of 1498,

Jovemse The Benolie, The fmcorem U bl of 5379.000 0
lmqmilhmﬂlmﬁ“m
Waeirntar 6 Q08 GUTrred T sewrts. compm—red ta & nevesl
of aorion Mienars wf 324 wifllen i 1997, W did net

1907, mnmﬁdo-lopwﬂ-nl!“n - o
aibrves wan corducted % Stetes whvre nei opersting ek
triyforwands vate nol swilable.

Laie Boum Yakt it o Disomtincont [Metsian
In 197, wa recruded # chcge of 32.9 mBton. i of U
elrbed taa sifect, Teisted %0 the W4 OF the ret mets af aur
Pramise Products Drvirion.

Lo gam Earty Evtingwieiaiits o Dubi, We recirriet v
chatge of S900.000 40 1996, met of thg 1ot T benell
relaned 5 th wrie-af o the rerolining debt dlarount shd
athey cons swechwiord swith she sarly exiingwistnent of our
. e,

7




Liquirtity wnd Capltal Resvurees

Since sur WCepiion wr have fuaded ouy nprretions with

erh iwiied by aperalion, wpplmesiied Iy equity ind

dedl Anancing and lesss on cepital equipment. As of

Decernber 31. 1399, we bl $71.5 midion bn ch snd cash
dvalens bevd | I merkeintk N

n Jume L35E, wr simplesed oy iicie] publc ofTering of
2.100.060 shares of eur comman stack, which generaied
procenc of $22.5 miBlon 20 us, ned of U onderwilar's
Sicount nd other offering oasus. We wsed appronlmatety
$iL4 miftion of iha procmedy da repay gur ek ks el

5 160,000 for the rebmted prepaymint perwity. [n July 1998,

sobd an aiditkenal 315000 shares of owr comvien fiock,
Feceting et proceods of 135 mition,
i adatitioon, to U 354 miiiom of dbel tepatd with the
pracesds of the initial public offering. we wpald 35.5
miltion snd $19 mitlion of auwer tmok debe and capitsl
hemee cleliggetinus charieng [378 ancd 1959, rvspectivady.
Adedtioralty. we uded §3.4 wittlian snis 7.5 milion during
1994 e 135, rewpect honfy, for the prerrhem: of capitel
iz and aafiware developtvent, We anricipats thal our
lewel &f spending For capil expendicven in 1583 win
eneiem ducag 2000, m-:-'r-ulyhlwm
material For aphist
We have 1 Wine of credit with 2 benk equal @ 52.0 mithon,
which Is weailable 80 mmect mpefsiing naeds. The tnlamut
rate o svmounld barrawed under she tine of credd fa eque|
10 the hank's prime rate or The wna, tet or thows mowrh
Libot sate plot 2.25% pur suwrvarn. The line of eredit
matures Aprit 15, 7000 snad 3 coliaeralued by etran of
owr s A of Decoenbeer 31, 1999, nb b dwinps vwere
outsiaading on 1he Jine of crnse.
Wa sho havg = F2.0 miftion caphal boase How wiihy 2 bank
which b svailebls (0 et upll‘nwhkln-n—ﬁﬂu
wris (rom notanal Susinen pperations. The Inteyest mip
wn ooplinl Immed urdit U Rebar Nias i1 equal 10 (ke baak's
gost of fundt ot the tima of each lease, Sgn:‘neluu
schncuper sry vigned Trom theree fo {imr.
schamiube i eHnisgalieed by lhee semves thet me being
wad. Ench lagse hua o own terminatlon deve. Lyplcally
35 mantin. As of December 31, 1998, $582)
iaioding on Ove Copltal Jeare lna,
We vt announced plame 10 ncwr resscch, developiiadit and
of ty $10 rvilhon 10 anpend
armn%?ummm
§13 wiion m cash due (o the coplhial cxpenvdilun
requirements. Wa may sl Lnoroes wur Copitd fome Hew i
Anmrex this Wil brc. We belleve thl our rematning mt
mmeprkuMu.ntpmﬂfm
aved b (i 1L 10 fumd o
mwmwmmmm
intiatie. caplial espenditures wd sy puolendind fiabun
aevpuisiviens erough s e ihe nast rweive oronthe. n the
mmﬂuuwmm-umhh
ihﬂ-u-&m-nﬂ,hwﬂﬂh!ﬂkmﬂ
wources of captial. Sourors af addinret caphal oy inclece
putic apef peivwte aqiry and st fireneings, sides of
ONKUMEge e BN pibar flrencing aTacgensents.

Iany rurvestly tnstalled corguser 2 yoltsers prdurds
were corledd b socept twa cight entoies i s dow code
fekd. Tham diw code neod to wonpt Fosr dight entries
W ol gl Lwataty st corwuiy daues Froem twenileth
century daes, We ver of-thi-shel and custom software

|l!

davaloped nterally mnd by third parthd Fod Sut pREOSCHOR.
\diwmaiion. lechandopy @T) and aon [T s
Wa programimed and serted nue prrens and taiad ol
uppracer necemary 1 wisha { e Yonr 2000 cowpent.
We apern abioul $480.00¢ 10 ceahe sar sysiema Year 2000
comglisei. As & reselt of cwr Yesr 2000 readiocss sfforts.
rar pruchiciion. syssend, [T yysema wnd aon-{T symens
wacsanclilly dlningulshed tvetrty-Re muty ames from
vauerrtieth contary caten on furmery 1, 200 withoad any
wyiern frikes. However, wre are rontinuing 1 weah b s
z:mu“umﬂmuﬂl}a?ﬂﬂmmmmm
000 matieyy that may wrive arw aridrpad prowoplip.
D-phhﬁnlﬂ-qmlﬂ'nﬂmmﬂ
TPt Tystem At Camtily procesting
mnﬂﬂmuhmlmmm
rould experiemce laignt Year 2000 probilerm,

Mymwum

Ne. 1B
—dN-.L‘I?
1955, vie Finarcial Acemusnting Sowdants Boasd,
ﬂ‘mm Sistrrrest of Firmnctal Accounting
Ne. §X3. M“MD&MMM
ndl-l:mkmus SFAS mm«hm

mm“wnnhhdhmmu-du
pher tmelging activitien, [t requives s entity s ricogie Wl
dertvatives s Hther saeus or Usbillues In the temant o

nru\eE.rlmmDdeASBSw’:wulh 133 - A

smenchmnant of FASE Simtamant No. 1137 SPAS Na 137

detays the e ectiva bz of SFAS Na. 133 40 Nesocial

&nmwmwwmhmls A00.
do N typlcally siier [ite eiTengemvetis Ut woukd

fall md:nhwd’&unmmH« 13 2ed thes,

Bebiaves than Mo, 133 wik net

lwmﬂdmwmmmﬂh

of operstions.

Statwrmerst wf Froltios 38.9

in Deoervwer 1938. the Americen Eradiute of Cenifled

Puiic Acconwsan fmex) Siatement of Posttion 359,

“Madicutbont wf SOF 97-2. Sodtw's Revetnor

af SOP 971 1o exterst the defrrrsd of the spsplication 1
etnatn paages of SOP 57-2 pravidad by SOF 98-4 threugh
Tkl tpiars beginning on o befere March 15, 1993, AR sther
prave ko of SOP 34-9 are wieciive for tremenctione ewtered
mummqumw:n!& 1ME|r|hr

adopiion
m%mwruawnmm
wur [lmncial statrersenty.

sl ptlated Sl Aconunting Bultasin Mo,
101, ‘Rmu-l!wm mlmmm

mhlnndﬂllmmlﬂlm-lh.q#h
Tirancial satsments WO le1se s UV cond Al qyiaar of
Z000. W e iy ing SAR 101 ro

wrivat dorrjuect, I Wity Wt actoptions of SAK (01 will heves Wt
Suc BnanrH posmion End FEURE of SN

becenber 3l



€ £ “ 3
E Yeor Endad Pucamber 3k, - s B g_
& i 194,... = a " H] 2%
- 1 Il L] 2
= - ) a -
w = : ‘! 3
2 a ] & t32
“ [ ] ™ Y ad ar

L] " w - (2]
Statements of Stockholders® E : _.,E § ; 5 bl
Eauiy (Deick) i ig i f ¢ B3
- - - o - - [~

b

: ao . (33




Year Ended Jacemmber 31,

Wates 1 Ainancial Statemeets
(‘l' Orgemizaticnt, Businrm sod Liquidity

SCC Camewanicatons Corp. (m “Campesy”) & & Dielpmyy
cuperntiors, The Congmay it the kading prsider of $-3-)
Dpeprwriona seppon Ssterns senom, b bnourmbent ksl cachnge
canvvms (ILECe™), Gngretstten osal schwnge carriers (" CLECS™).
Wil earriers s seate et ool governmants in U Linkea
Strixi. Tiw Company sanages the daca which ohabics 9-1-] calty
w0 e masred b e appenprisse puldc sfacy agercy with scoucel
and ety Iforretion showt the oalict ) et feanion el
acarion. In additter. e Comp—y om0 9-1- 1 wotoans
0 carviars tha wish S marmge e iy of 9-1-1 date
WA MarACS Wy I

o Su-mywnl Signifteast Accounting Poticies

Avouts aeicf Boleiries rolmted ¥ tontrecw we tacioced by et
ansers arad iaiities In Wi socOTRpITYIeg il sty e
oy ‘witl e Bojubciiteel 30 she: tudrwial coaeree af roneracy
TN, $MRTh i ALY FOIUATE AR than o e

hl-'l-"ndr-l
i w rorepuurad dng the

arud
mhm—uwamm—whuh
yoary for carngriur hardwite: Seid St e, scven yeus Kr
Farnisure asal Tixvers and the e of the loe Tor lanthold
amprovemeennts, The eom of spain sadt indlne runce are
-p-dmm:nmm-w-wm
y 24.880.000,

sty ataled

H IN.m.di!mmwrwy—lmﬂDmmll
1999, 1996 and 1997, oppacthucty

Setveare Diewslagent Conin

The Compaory suptturs Ve conts of dirvaloying cormpuer
safranne wyniit tachwcdogen] Fanath ity bs colobiisheel nrd
capusiant ml oy Wrrond from tha Mas umtil the softwary B
svaliaiay b grmersl custramer rubam. Tochaological fsibinty
o ther Company’s Oomvpuster mulflivare

yeniluns hasty. Tine avvanel mnartizetion ln the gaser of o
mepisnt TPl ity [} the rwka Hhat caTeal griss e
For & product compages 1 Tha o of perrent mad etopend
oivre Cros e for that ok, 8¢ {0} the sualghe-Bne
wrthad over tha msmasning e ad seaesdc Bl of the
MM!anﬂmmw

£0 CAPILMLICH. SORWATE COMY e sprvewimalily
sazsm.msm-unomouummm
Derember 31 1598, 1508 anet 1947, -pmh-ly.-u
Iachucad ot <ot of et el

Revermirc Recugnition
The Compary reporm mvemus based o lix $e segraenn. daa
AT wrlemy and |imoes sl implernencarion srvices.

Reverot Fom dhiis Mgeoiens NTvite Jerwaly comsisa
of & noa-mcurring for and montily MCWTINg revess. Faverms:
TraciomicA 34 4acs IROraE e Mrvice rkrally incimdes § Pon-
nccursing Fee llor the deitge snd inglemermarion of we §-1-1
035, commertion of the surgemerts dais tw b Cormparsy's
Wycorot, Wiring wrsl Lrairring oF pevsonnal. snd ocher oo
Wmnmhnpﬁndummﬂu
g e v racsygrlard dri e !
m—a_mpunqﬂdnpﬂ-mwmm
o rvpar for the piwtzsiing of mecomer deis. The Compenyd
mminm-h.hn-—ﬂlmhm
on the rosmbey of sobercih which
hmpﬁdhhpuﬂdhduonm-:m

Dintw st imivicmt wrvarmae sian mmy Snchale refomt
from srharsal yroelurts and acrvion, which way tacude ot~
OMTI and/ar ontly Fay wiich s mparagely waed in s
EORTSE MW are recegrriemd W e paviml i which the weviosd
e periwrvhid.

mmum&-—r—--ﬂw«

upbyrnar: Such enarects irchode & Boaial Tk or TR use of L
Compery's spfrums sl morvirs fock Fol Ut iniaRetico: sl
mmtrrnbtaticns, oF vt syuttm . The Campmny's coms to el i
v bevchadd civmct, b, iird-arty Wearse doe wnd
v axprrmil, Sudty 600 & Wchaing b s o
s arl irnplamnimrion srvviem.

i ugrdying W prmmstage-of cowpliion mehod. rnase sed
seintec) soete ary peropniied baid o6 ths Percentpe v lalset
Tawe incireed b duta sompared 10 watal meivaatiad Wiee R,
Revanue moogriasd bn taces of emunts billoy i wefiected &
kil Wy arnd e bitied b ractss pf rrveree

Ethrwginying Wianes shaets. The Compielyf tcogniam sy
mown mr mniicipaced Ioar o8 Devisachl n POCE WA XN
frvoms wrw ieterpirm] b wmist

Cancaniratian of Cradic Rk

Funmnctal mproveents which ettty wideet tta Compary
ummﬂmnm iy VR iy Sty sk e

. accounts el n
Wgh-greilé iseamary bomds s trmmerest pager. The
Gompeny murespra i 2ol bariarces Jey et Srvn =] ks
Gemand cepavity, sy merkel srooisnd, ey Tondd snd
comemtcisl funer with originel manartiies e them sivery deg.
ThCm!mmm-ﬂﬁl-ﬂ

Ivestmenis ase wmmlemmﬁ

Ixvhoca i Ot o

e Chat b jeeviialily stiecommunioydoms

a3




- Industyy,
Tt Compurw’s principal esstomers (Neve 10 sccoursed for
1% and 30% of W Compary’s mceommm seceivable m of
Decowdser 31, 1993 ari 1300, respecrively. The Commpany hus
o SgAcent Nnancis iacumenss wan off-Balavoe shees sick
o sccaincing lomt, mch o2 forcges cachange Comfarth, tptien
contraces or other fosegn DUCRERCY WEdEIng MTangeTeniL
Rumarch asd Development

Famenrch and devsingrrmst iforts corde of slacies, sappibe
and whwr sebeltd cons. Thest tows sve seperreed 1o sortomosd el
tntalee] sppeosnnely § 1,740,000, $1.I76,000 anat $TX.000
W Hre oo ercdad Dacember 31, 1992, 1998 wnd 987,
sipesnively. Thear caniz arg hichuded i coat of data
Mwhagtria servica s Berrias s Emplesnenurion wrvies
1 e ooEErYying Sacwerm of pparstions and de e
Wtlude developmmy covcs Incumed a pary of the effom
perfarmad under Bormes and Snplement siiow svvicnl SOMICh
wih stw Company's cusiomars

Cash pod Cavh Equivalonis

For puiposts of repardng cash Aowr, cah wad cash squivelenes
etie higivly Neprd with origrmd of 30
oy o less.

LUa of Entlowies

The prep of Bnancl| Y with

Womrnily scoscplad sccti sty principle: quires mansgerant
1 o et ienings Sndl smumpcions. Thaoo metimelcs. At thy
poportac amcuuvts re ety and Uahittivm, dharimes of
ermdrgrt atari wnd bl ion s i i o st ercial
Aacemots. ind v reported wuaants of reveren e .
wniing the mporting peiad, Acead remeits could diffar feoey
hoat ivimens,

Faie Markat Vbt of Firurlal Lustrasenis
Plamictal irmirereentz tochads cash sl cash it
aarparare dobe wouritie, seenmes rcebrobie wd bt
mm—wmhm wod vuch acjiiviliaals
vt vabusr becaume
.m.m_.t,dh.m—-.mnd-d
e Lo Lo e POy =
it sl it sl wcuritich, drd st Decervder 31,
1999 and 1998, spproxhveies tm carrying veha.
Lrventrrenes in Mathotadts Saurivas
"Tha Company's vemsmasgs o comporece deist wcurkiis e
camiTirl sy ok -tm-snatarity wad o carriad of it SmArTi
et s, The irwesmensy e the lolicawing vebos ot
Duessires 3, 1333 snel 1990, rpuetively:

Anortizen/

Income Texen
Tiw Coarpany Follows Susternrmt of Firmncial Accounting
Searrlwes Mo, 108 [SFAS 1020, which req sems rmeogaitton of
Adieryed W ome s, gywris ] Ml for b saageedd fpharn
mwmm.wdmmmmu
mpocay the financial reporing wad (o
Rasery, of s, wowl Wnbptipirs, SPAS L () sio Peapsimy facgmition
i defarewd bax mrin e e e Brture tm wrcty of o
wnd tak fredlt conTy Dleferred ug snvees
-mmrmmw-mm
for ahve arncaunt o ayty s bvacliys. vkt o & more Hiolly than
K Dk, 2 R Tpecaed 90 e peatized ihotr 6,

Scock Bmed € Piana.

The Campmny spplios APB Opinian Ne. 25, ‘Accounting far
Saock Tmucd 42 Eavpiogees.” {"APB Dpinion No. 25} 40
wrouing For s stack Gpron . pehay uock-based .
compengarion plans for semployres and dirscran, ThC«lpmy
MWHMMMMMM

Accouring Ssluds o, 123 [*5FAS 1237, Wt‘h
Sk -Buoed Compemarion. ® for 3uch optiors end siock -bescd
it v e kopwi and divertors (Mo 4.

Acerued Interast
Croas Unrealized
Holoing Galns

Grouz Unrealized

Holting Lesses

acerated Cont

Fair Yalue

Benpairment of Lamsg-Lived Amst

Tine Cornpany revirwa i3 Jorg vl s for dvedrsrms

whenewer evesws or changs ln circusratencms indicebs lel the

cnrylng awaint of i dmel ey rot b recovarshis fren e
cash R, Tnipuitteint s s recardad For 1

mmorw,  my; off B S0 ping valus Gver the Pl mlue GF Uy long-

lived ascte.

Esewiogs Por Shace

The Corvipany peestins besk et diked samings e low por

share In aceordawns »ach Stptoement of Flasnclal

Fuancarchs Me. 128 Emhvh-&-n TSFAS 128°), which
i and p g bacskc and

mmp-mummunmmmm

A L of the d S U] el 1.

sl puy share B vt Wy llvisdirg net dncres fioe)
amatiabile i cmms: syl by e weighivd seriage
cwrnber of cowwwnm sturm malstandieg dieing e pedoa.
Dvtminct irscoves: flow) per shere Inciuces tes sifects wi poreacially
tasmable comrmon soxk, bul onky If debiton (12 2 tow e ity
e wrchited}. The wemuny simck parthond, using e arage
frice ot the Covvrmny’s sammon mock Sor dw pevied,
appited i sewrrem o dimticon frorm oprions and secana. The
¥ conversed mevnod w uaad foe convenile sscunoen. Poanielly
dibuttvs comifvcs Mack opelons thart were Ecided from vhe
exlouleticaly 8 $ted incorre g shase brcnet i effon &
mrtdtimiter otaled | 035,47, SIMWM BLT w R,
1988 wd 1997 sapectively:

In & boRows’

Pt are Wt rniaema from continasing, oprorstions

Yetar Ended bacezabsr 33,




Racertly bemsed A
S o Finsacial A
P XX o Mo, 137
Im B 1998, shw Firanclal Asoowncing Samdecs Bowd
fl’m“-lw‘fﬂ—:ﬂmimhﬁ
Hen 13, “Accoumting fut Dierivminee [nsnoment il Hadging
Antiitia” [SFAS Na. 133°). SFAS Ne, 133 establindes
acrometing md wariing arciards for dertvaciee il

nmm-mummmcmm
SOP §8-9 wanat Inpred

Kealt Acoruesivg Folicils W, 101

In Doacber 1999, dac Secorbies arsd Exchange Coavnhoon
ol redoomd el Accourtleyg Bulletin Ma. 10], “Revenus
Remgmiven’ [SAB 1057, Wlﬂlmm
gubdance on the !
n—-mlu-ddumu.smlﬂlmhwwh
e oty Ehans i srrawed Pacal quarer of

Wcrormants el hodging Sciviics stisted w0 diome

i el 20 ooy Ivdipieg motivitien. i sequires an sty
recogest o deiuatives m wicha ma—ts wr TabWies W 0w
sescerntrnl of el gumiion sod messres Uscee insinumenn
ar Tar waiur, bn Jurer HE, tiwe FASE uncad Sumcancot #f
Finwnciall Accound ing Scundants No. 137, “Ascouwing ot
Dertvacive Inptruments und Activivics - Dulerrsl of the
Efeccive Date of FASE 5t sement . 103 - Aa snendment of
FASS Statemewt No. 13” ("SPAS Mo, 137, SPAS Ne. I
delays th ifecerar duoe of SFAS e 133 be financlel quarkery
and fmarclal years bagtnning sker Jane 15, 2000, Tre
Compamy som rot typleslly swher inbo itfigemans what
wonddd fafl under the senpe of Staterrent (o £33 ared thue,
ymamagemens belicits Vr Stppnest Na. 132 will oot
wigraficandy aiTect ks firstial condiion and reults

of cpecactone

Stntusmint o Poaicion: 38-3

1 Deoombeor 1496, the Americn Tnsctutr of Cernfed Prrohe
Arcountants tard Scatemee of Prution 98-9 {308 %-57),
“Mcitarwon of SOF 97-2, Sofreare Favenve Recogreion,
With Reymo 1s Conain Tevactiors.” SOF #5-9 amands
m-.,._...f..rm...mmn-z

(S0P A7-2) "Sahwers Fevera Racogriton,” o rgsim tha
apctication of n vesidusl matkod of sczxmanwing for poftes
rverne whin corteld c0ndi lote extnt. SUIF 908 shia menc
Sretermcnt of Pooltion 584 {SOF D847), *Debersl of that
Efwiive Dwsa of 2 Prowisiom of SOF $.27 ra ratend the
delarral of tha applicarion tf certains pasages of SOP §7-2
provided by SOP $8-4 thiougn fscal yeors bingincing on ar
Tocfare Masch 15, 1999 Al wihwr provisret af SOP 4% are
affactive For \rustnctions amcrved Sto 10 Oacal yean bagirming
mitws Maech |5, 1989 Exctior siopeios i parssiting! huwarver,

mmc-wu_nu,mmm-
{festranine whwe Jrepacy, ¥ say, s sboption of SAD 1] i
awe o M drunciel praliion wid meushs of aptrigions.

{3} Discxmtionord Dgravalinas

O hane 30, 1997, the Cornpany ankd the st sty of ks
Preeminr Paoducts Divinian. Tha wils rassied. 1 @ net, Ko of
llmm mﬂlﬂﬂlmmnwhh

" e
mmm e ofrvbtom for the ilnuvdlul&\l
June 30, 1997 wau S5.705 000, Mt v foorw o

ptTciens.

Lhis dviskony tosmac RZ26,000 snd $376,008 in 1999 wed 1997,
renpratmty wdt e pivaaed bn e Comepey's Sretis)

tom frims o o diviman. Tha
k-rmumcpmmh!mm&-m
chneout oF wrackgnad sovtrects SA% . ransition of Gl OTRETS
20 e Gomparty el acquired this dteiden.
{4} Sanchhoklny' Faputey (Dot}
Carnanon Stoek and Prafecrsd Stack
Tn Marcn 1995, siw Covparny's Boand of Dracton
e priomcd it Mk i b ¢oeTimon, wock te 0,800,008
shares ancd suthorted | SO0 shwrey af uncesigratad

Muhlmmcnm-hmdx.!ﬂ
shih ol WSy Sk,

Macidatartty Redveranbiy Cosmwestihds Prok Seack
hmmu-mmmpmm._
Jare 4048, e C bl

pnh-al-arj—muﬂmnmhdlw
wosnevam ook Activiey ot 1997, {908 nax 1999 1 = follows:

Toen ictivbly relasnet ur the Houiirtion er rederwpaion valey of Serkia A tarough Saries F Carmertibhy Prefarved Stach for the peviods

wacert Dracawier 31, 1997, L1938 and 1949 1y ax falovws:

Putsble Commun Stork Viscrant
tr Noverntet 1597, e Currpuny bursowent 34,000,006 from
Barw DOt Cagital Fortvoery 11, LLC fihe "Lendae’) fota 5 ja
comnocthin Wit e loan, i Lender mostvad & mattax @
195148 shares of the Carepuny’s commmm srack fr
$100, T Jane 1994, 2 Londer #sprctstd o v Baceyy
of tha pist Bastwey of the venranc, thae Compamy weorded w
et cqunl £ civ ertvbay of shares er Se WGPHARE Dindt
iha dillererce beravet) th curteit market b, o defid, and
tha il Vahic OF the Share 4 the thrs Hae warrant wm
el Titin mnouss Wi Peconded s an incanme in the vekos of
that paitabie SOMDON viack MSTI snd charged fo soculned
deticn b the sewparying Saancisl stebmnents dhisigh te
it 1 ther warsend W pseciesd. Tiee maount yroorded Yom
71000 wwd $3,000 wn 1980 snd 1937, ropucitvly.
Stawk Subwriptions Recebvbele
hﬁ#-ll?.hm-ﬂﬂhﬂdﬁ

armder the 1998 Plas, inchuding sherm satherimal wrder the
1990 Opstom Plan_ The shares rivwrond fur bmmmrss will irevess
wnmeticaly on i firsl weding dey of mich cobrraler yuar,
Btgewning with the 1959 caiemclar v, by Y% nf e ey of
shrst of Cormmen mock oulstanding ow the e trartng dey of
vt irmome intaly ot ing calieratar yeor, The shae: remporr wat
Terrmemed by 15 SN0 ywarew uncet this provusem fa 199, The
1998 Pl aliows Ry hassnom: of apiore o offieess, on-
rployes Bosed ssexriiett and commultarvs, w pridded for undet
tha Seerms of the: 1995 Plan.

Empiayor Stock Purchuss Pan

On March 1. 1988 tur Comvypasey aclagued s tiiphsyer stockt
purchimt i { ESEF) uncler ntichs digible smpleyes moy
coomritasie ugp b HOW of thuir snbaries Gwough guystd] deduction
npmmuucmwu——mhm
olering price] of t ESPY began Sarch 1, 1998 and onded ome
Dirvernber 31, 1988, Threalies, alicsing perisds will be sacresive
nmmnumth-&wpum

of e Campany signed.
Urwu_ﬂnm-—ud-mw-.'ﬁ-mu
ewrua fmtmrer ot §.07% g arwsum. The Compeny itended
O duaw clater v, B i o Mianch 20, V99 st i grurmsing
oo af B sl (it ueinire. snpidd.

Senck Opthom Plan

it Comngoany woptes] ter 1998 Ssack bacanitve Plan

L990 Pia') nlartne S 13, LUK witish B9 succeer 1
e Compairy't 1950 Opijon Plan As of Duectiitet 31, 1999, n
sotal of 3,251 647 abari hovw Intuies suslenrimd for st

W b et t0 puarchune shawm of de
&Wlm-mnnwwd 2 B0 o thes lewar of
e rimng prias of the common wock an. the At shiy o bt dey
of thr ooty paried. Th Companys Basrd of [evsion e
Suvoriyl i sy of mp b 700,000 swes wader tiw ESPP
] oy verrrbronm vhe ESFP ul mey time. Ak M | of e
year, O Srrm e wdder s ESPT will bt semored
T00, 0, sbsbsiaghs the Commpamy's osed al Dieecons ey vt 18
saicrn @ ket iander of shasa. The Company lemami 35579
s 51,115 sharm unciey e ESFF i 150 vt 1999, sempactively.




Statement of Flasaciat Arxouating Stemdach

No. 123 ["SFAS 1237)

SEAS 123, “Acrmmiing Sor Stoch-Based Comprrantion,” doind
2 Fair vabur tured murtioud of arcenting or smeloyes sock
DpAlon o s aqurity Iretrurments. However, SFAS 123
lows ihe of cney com for
Fach plas saleg She dorrinaic vabo L mathod jresaieed by
APB Opindan N 25, praviced 1l pro forma duclomor s
marle of et o o ko i Vhe bl st basad
ethad of SFAS 127 ted terer: eppehiest. The Crampeey bt
pherved 15 TG Kor M Saack-Dt oomperyoian plos ander
APB 25, sccondingly. far parpaait of it Twe frwma cuelosures
prescrted bclowt the Compeny vy comguued thee nir values of
ull options pkosed undes the F936 Plan, which sucoeeds the
1993 Option Pim, during 1935, 1936 and 397 urirg che
Bleck-Scholes pricing model snd the foflowing weighied

A surmomary of vock npHare umder tee 1958 Plan snd tha ESPP e of Decernier 31, £999, 1998 3nd 1997 st changes shring the

et then ool e presenied balow!

To eationac Xves of options for ik iuaclon. ir ws ssimed
opilant will e awsrcieed upon bocuming fully vesiod. AN sptins
nen intzinlly aumeil B ven. Comulative componerfeh (v
wecogniaed Ln pra finros o icorme ar ko with eeagect w options
i--mudphmulhuhmdnlnﬁuhndﬂ
Jorvsa rcEnpenvatian axpe ¥ thw: pavies] of forfrrure, Brome
shat Compony's common stock was not yel publicly oreded. the

el yalnUll Ky Wt wsarmed 10 3a 2o n 1997, In
1996 wed | 495, the Comyparys comwismn stuck weat 0ot yex rraded
$ot s pactended pariod of Here, B P repocind weeiet wolsley
saapy bumac] e th ok prices of cnpanies Sehete Bpaneions e
sttiar w0 (e Carmparry.

Accual voletity of ths Carmpany’s cortmon siork wy vary, Fair
valus computatians e bighly acwitive: i the volarility facter
ahipwed: The grewey the vy, the bgher the computed Alv
wwhs of opters grantwd.

T total dair vidus of options gramtmd usder dhe: NS Dprion
Prns end ta ESPF waa rompulnd o e mppreninnsly

' STEN00. 3E.406.000 med $499 000 for Hhe yrars eraded

Dhecemier 31, E990, 1995 andt 1997, mapuctively. Thas srmcunts
At pecrttzed raishly oetr the vesng periods of the optiens or
testaritiod &t daet of greevt H no vesdng peviod & mepwired. Pro
Forma scoch-bamed comperastian, net of the sffect of foceurs.
ws SH96.000, V17000 ared 4232000 for 1999, 1208 anad
1997, reapaciivaly.

1 the Comparry Tand ol For iy #0ch-bavot] Otetp

<ond rming apevetions wouild hurer brew reporisd w follows:

(5} Loug-trrm delet

“Tre Compny prepeid i 14,000,000 note perstile or
B (e Capiinl Pursrms &, LLC o0 Jure H, (998 it
I & prepaymast pracsh sl - £ of the seount,
trinling § KOO0, dn ackiiéiom, the Conmpry wrot-off gx
wurnd ming deid vt pelaied & e noly prysbie of
51252000, Tha povpmpromrd ard wrtie-off of te dal
discount winkng §1. 442000 were moorded 2s wn setreoadisry
Mot vt -l thar dedetad Irncomne tax beredLt of $533.000.

Dlelst wwsturttion of iong v deist & bf Cecomber 31, 1996,
e m foliows

ok with SFAS 123, dhw Caompasy's nex Income fromn

6) [neoome Tomes
The Company hua epecaied In thrse counaries. the Unis
Siatat, Conindi aried Austrafia. For ncofme e returmn
reponing guspaess. the Company s spproatrmacty

311 400,000 af ret aperating lou carylonvends snd
spproximtely 1723.000 of Lax eoedit curvpforssnds svatiable
tor offart Fkurm fucherst 1axsirle incoens or (aderal tes
HabiHiiom b thas Elnbhad Statan. ‘Tha research and
dwvelopment cradit and nal bt b earryforerde
aapive ol varkout dates Uvough 2013,

The Tax Reborm Acs of 1988 comain provistons which sy
B U reol operaticg ot s eradit earryforwacds.
wesilable 12y e vaed I Y Eivan puar Upon the accurmnee
of cartains svents Winding Shnlleas changes in p
of tha Company. In accordance with cestatn previzions of
tw Isemat Reverwr Code of 1988, o armersiad fthe
“Codk’), 1 grester thae, 50% changs In vemership of &
company within & themr-yr parbed remalls tn v ampsl
frniintion on the Company's sbility t witites s met
apacativg lass caryfirmards from U pecied peinr (o the




Ditferred Sncome 1ouamets wwt Mablitie i Drcembar 31, 1993 and 1938, were = (otlowr Bacaubar 3l

The Compary preocied s tncomt w benefit of $568.000 tn 1993 a i briewes that W b reore Iiely GUs 1ot s the al germering o
enverated will he willied iR Riuee covng- A of Cecember 31, 1998, e Comperry teversed §1553,000 of e valiation allorsncy
Sl il of Mo ieforred 1 ML, o4 the Company bt B & svoet Kioly than not ag such v borefics will e realand, Approsiensisly
$537.000 of dhe Incowe sax b in £995 way aiincated W the y foss o warty ol et

Ianagermne beiicys thy sriskising o wets of S450.000  of Dlecewber 3T, 1995 relate 1 tx ondio dhwt 0o not sty the resitastion
crivevis et forth i SFAS Na, 109 st has recorded « valustion allowsnoe for ucfl Wt tax sets,

¥ ¢« c w3 b r 3 1

(7 Commitmniy
Thw Cownpory Loeses 1o olfice svad sewrarvh fac Sithes snd
Drviain erpriperenl weder opersiing lume agreernenis which
wxphre Torepght Nemprieer 2002, R mopewose For the yean
ervied Dererviber 51, 1779, 1968 and 1957 war
seprosmacly $1.370.060, ll.l!unlmi‘llam'
reywribety F

ngreveramiy e m fullows

() Frpe e Bt Mem
Thw Cornparsy har 3 S610{ PR uncey which sligible
srployws miry defer up to 15% of iher compemsation.

Forareacion If anpeowd by car Board of
Dirccwn. For 1958 and 1997, 1 eployey mraiching of
it Wmmmhwlwﬁn
Hn:vu.thhwr: 1999, thw Cormpurey's Bomrd
mw-w:hmh"h
witich s atfecriey Aprii 1, 199, Tiee Crimpany rasichn
M of smployer contributions ty e % of U cepleyres
welery. rmi v exowed $1000 3 H993 wead 2000,

Matching comutoution will vt 35%, 0% et 10U 3y
. b st hrww years of mrvice, reepectively. .

(9] Retatad Puriy Tounmithon
The Cratmpary prevides detn mmmgeanrs and cartsin

Covpary swcrtvntt net procvads of sppameienstely
46 879,000, 1,715,000 and $6.950,000 w1 199, 198wl
1337, repevahwly, purnand b thew agreemenes. Aroounty
s b the srockhplsar under S rapieal i aprevn——t rgt
of womgeds dise w 1aa Campurey for ervives rerciersd ol
Dacarntor 31, 1999 urvit 1998 vowrn 32,262,000 anat
13,9482,000. rpeccrely Tiee lramys e srevrast s
rnging bem T.75% a0 9.50%, ruute monchly paymenty
e expiraion daes varying dheough October 2002,

o) & 31e S, Mmr

wervick, The Gornjalory Misiires ks reparisble mgment
‘el o Peveras §0r Sach e v CoscE ey reistad
o S sagrmani. Cormonl and athdelstracive, sslas and

warheting and Oher CORS #1E I Mot by sogramt.
Do ransgoitne sciviom (rehace ke prestiioniey; of i
outssuschng valutian for 9-1-1 Caes management 15
ontstarnees, liwholing ILEG). CLECS, wirchas thrriers snd
sty ared bl g Licerses and

meevicat irvchucks ihe Beanging, comeaioicon sl inscsiss o
of W Compaey's §-)-1 snlewste solsrioms. Subsrorst inlly o
of the Compmry’s culloircts a7 i che Uiz Sonm.

Tt stgrwris are rimsrong] Wrossialy becw s fhe mpfers
of 0l FHCUECES tuwd ot duchsungrnant iy uriqud. Dors

nm&wmsmﬂhmm“
o Uatd e vyt ahe deca, Under Ticenaes and
Irmprlerrnlaiian sYiEL e TUNORer perforve. des
aragemear il Mty monimring grvrvisies The
Cuiomts dleo owns the havuass, licenats the Compan s
Software and malntaies e tiid 90 ks Intereel ywery Under
dhin ot

Revwme st oty sy sagregtsied bes tha Stavoment of
Olperatiors for the tno rportalit Segovists. The Company
aes A0t MHreEAlN amety botwwyy e sagrands = 8
Impriccical v do vo.

Major Crontowsers

Forwormat iben Covinin QLGOS OfOwdad 109 of 1iesl
evenus or the spctive Yaer m loblews: 27%, 27% and
26% In 1980, 1% 2576 and 7195 wn 108 arel 3O,
2% and T% m 1997. Conocts with certain of thess

‘wurkgtd and vpan the mrvicw miesad by she Sustvrmr,
AR of these cumavenys 20¢ 1t o Compeny's dats
S—myTRaT services sagwTd

(11} Lepud Mattenn
W asburt ten warbtum Cliget Sct Butiputiok
Aepitas WS e wrdi ey Comess ol hinlewms. Whale s

Sympay will n, vy 9 mastzrial Sopact an the fnanciel
Tece mmad iwe gl [YE]
mmummmumm
rervives priridens. The Compary pivns to provade 3-1-4
servion divvctly (0 siwta vl loval grvarrevents rether Swe
Tocsk exchvnge Carvics I certaits sredg, Since s ks vhe S
tiene et marh sarvices hune been provided in this manner, ta
P MElens i bl chalienged imd cacibed For the Rrm
chrst. ook Comnpmumy’ oot 3k the: sIvROct i prites v
withins th soapm wf tha exiaring figalstions snd (et ey
chmliergun ey tvt WgoWCO Will B dnchied i sha Coangurer’y
Doven, Hensevar, if i veguiations e chalienged and e
cackied bt the Compeny's farrex. Ber Cammpmrey iy b
prohduned Sy evpaing M S5V 10 cortafry rm—ions.

EL]




Report of Indepevadent Public Accountants
Tor the Bowrd of Divsctont end Stotiwiders of S0C Communicacens Comp
W turve adbivd o g belorer shrta, of SCC Cs Coorps. la Diebvwwn earparetiond s of Decesnber 11, 1999
ﬁludh“uimmmﬂﬂ“mmhﬂﬂmm”hhw
wrded Dweewntur 31, 1999, Thes Semacal wbly of Wi Comprars's msmgr O ey ylain
‘anprem e opinien om the Brethl skaterveri e o ar midith,
W conds oy mrdi tn il suctiting sandhard yrrecralty wxocgriod i e Unitrd Scwtes, T stirwhatdy shogries
that we Gl s pesform the sucit e CRCHA FEAInEolE aurnde Shout whisher e Aokl stassesnes s e of Swmeerial

An sudn inchde e ot inde, evislonce suppoutiivg Dhe Autwiiits dnd Sticiopares I the Npewscial statswmmty.
A ot sz Inchadch musing the vand ane! sigr acht by . el e e
mﬂmemmMHMMIMMHﬂW
I ow opirion, tha knancual scements refarred 10 showe prowet falrly, i ail asterisl rpvcte, the Rrwncsl positon of SCC
Commarscanions Corp. s of Decerrtsar 31, 1399 and 1990, and tha remslty of 22 opwowsons snd 4y cashs fows for mch of Hee fhrer
yrans 1 thw poriad tndok Docomber 31, T8 In witt g principles generalty arorgsed w the Unad Scaces.

MMLM

ARTHUR ANDERSEN LLP
Crevar, Citlarado
Sy 21. 2000

Market for the Registraht's Common Equilly snd Related Stockholder Matters
Ohur cormmn inE I thised on the Nadey Natonnl Markec urder ihe synbol “SCCX.° Wo conymenced our mutial public offering
of the comaon 3000k on Jane T4, 1998 a o price of 17 per share. Prior te much shein, thard wid i publle Rarbet Rar thit ttsmmon
mmum-u:umnmummmmmmmhwmm-wun

A of Fezary 23, 2000, chare wars sppraiesiaty 171 bolders of recant. ¥

W it s pakd Ay ool VKNS B T CRpiS MOCK MIVGE AT SICCEMN. R 40 o actpect 2 pay civl dlividende wa oW
Cowerrmors atreck o S Farcamrabbe Aatuse. Cotil cimeiuhts el b out B of Credic ngmemons macsied the : 1. Nutwnat Emergancy Number Asaclition
Wviciercls witbunal S bareder's prior st Playssnts of Ratwrs dividends, i sy, will b ot th diacration of ﬂ".mm... . 2.3CC C: 8
miyect bu the swtririiems decmed sburve, ST Galling bk ttouset sankims fctund, inchading w1 finereciel conckiton, apeveting : Coe
resulrs, cash sweds wrvd axpeersien plars. 2. Seessigls Gromigy s cquestiet i 1599 Fhawrir facix. Unitndt Simten Tokarvans Asioclajine
' 4, Ceftular Tehephona [nstitute Amoc istton
§. Caltular Tebephons Lnstituse Assoclation
sswﬁu.'

Desegred Iy Warrrilen &

mu“mmﬂ_;hﬁ‘wcwm_l@ll lC-n-:.c!.l‘l Swwphin. 11 | Opeeiore




. $2C Page 1 of 2

SCCNews

TRADE SHOWS NEWS RELEASE
PRESS RELEASE ARCRIVE
For More Information:

Linda Hobaugh Jill Hollingsworth Shiraz Moosajee
ScC JohnstonWoells WiNfirst 303-407-
Communicstions {303) 623-3368 1817

Corp. jholingsworth@johnstonwells.com  shiraz@winfirst.com
{303) 581-5600

lheba §

WiNfirst Selects SCC Communications to Provide 8-1-1 Service to Customers

FOR IMMEDIATE RELEASE

Boulder, Colo. {December 7, 2000)—8CC Communications (Naadaq: SCCX), the
world's leading provider of 9-1-1 data management services, announced today that
WiNfirst has selected SCC's TelConnectSM package to provide enhanced 9-1-1
(ES-1-1) service 1o WINirst residential customers. The TelConnect systam will allow
WINfirst customers access to immediale and reliable 8-1-1 service.

Based in Denver, WiNfirst is building an entirely new fiber-to-the-home {FTTH)
residential network that will provide high bandwidth for volce, video and data
applications. WINfirst has already received regulatory approval to build networks In
Sacramenta and San Diego, California; Austin, Dallas, Houston and San Anfonio,
Texas; and has raceived a temporary permit pending full approval in Portland,
Oregon. Combined, WINfirst will provide its service to more than 3.2 million homes.
WINfirst is pursuing regulatory approval in San Francisco, Oakland, California, Los
Angeles, Seattle, Phoenix and Nevada.

WiNfirst, which signed a three-year contract with SCC, will now benefit from the
leading-edge TelConnect suite of 8-1-1 data managemeni services. TelConnact
enables integrated communications providers (ICPs) and competitive local
exchange camiers (CLECS) to cost-effectively oulsource the complex job ef meeting
9-1-1 data management requirements.

"WiNfirst is committad to providing its customers with the highest quality service-
and that includes 9-1-1 emergency service. This is an essential service and we .
wariled lo work with the country's leading and most sxperienced provider of 8-1-1
dala management services,” said Frank Casazza, WiNfirst presidant and chlef
operaling officer. "We realize the crilical importance of 8-1-1 service. It can be a
matter of life and death-which is why we selected $SCC to provide our cusiomers
with the mosl accurate and reliable access to 8-1-1 emergency service available.”

*TelConnect will handle all of WiNfirst's data validation and formatting, error
analysis and resolulion and delivery of the data to the appropriate public safety
agencies,” said Mark Scott, vice president and general manager of SCC's CLEC
business unit. “And while our experts manage thesa time-consuming but critical
tasks, WINfirst can focus on expanding its markets and services.”

http:/fwww.scc911.com/news/12072000.html 12/08/2000
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About SCC

SCC Communications Corp. (Nasdag SCCX) is the leading provider of 8-1-1 data
managemenl services to incumbent local exchange carriers ((LECs), compatitive
local exchange carlers (CLECs), integrated commurications providers (ICPs) and
wireless carriers in the United States. SCC manages the data that allows the routing
and defivery of 9-1-1 calls to the eppropriate answering point along with accurate
informatian about the caller's location, SCC providas 8-1-1 sarvices to 20 leading
wirelass telecommunicalions camiers and 38 leading wireline telecommunications
carriers. SCC currently manages the records lor approximately 89.4 million wireline
and wireless lelephone subscribers, including 4.8 million CLEC subscribers, and
more than 2.5 million revenue-generating wirsless subscribers. The company alseo
develops innovative, value-added information fechnology systems and softwere
products for the location-based services market, To receive SCC press releases
and company updates via e-mail, please register at the company's Web site:
http:Awww,. scc911.com.

About WiNfirst

WINfirst is tuiiding a new fiber-to-the-home residential natwork using fiber-optic
technology In conjunction with Ethemet networking standards to break the last-mile
bottleneck. WINfirst will provide the highest quality of customer service and choice,
the convenience of one-stop shopping for Internet, cable TV and telephone service
and the value of a bundled-service offering. For more information about WINfirst,
visit http:AAwww.winfirsl.com.

Copyright £2000 SCC Communicationg Corp. Privacy
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WiNfirst Seiscts SCC Communications to Provide 8-1-1 Service to Customers

FOR IMMEDIATE RELEASE

Boulder, Colo. (December 7, 2000)~SCC Communications (Nasdag: SCCX}, the
word's leading provider of 8-1-1 data management services, announced today that
WINfirst has selected SCC's TelConneciSM package to provide enhanced 8-1-1
{ES-1-1) senvice 1o WINfirst residential customers. The TelConnect systam will aliow
WiNfirst customers access to immediate and reliable 9-1-1 service.

Based in Cenver, WiNfirst is bullding an entirely new fiber-to-the-home (FTTH)
rasidential network that will provide high bandwidth for voice, video and data
applications. WINfirst has already received regulatory approval to bulld networks in
Sacramento and San Diego, California; Austin, Dallas, Houston and San Antenio,
Texas; and has received a tlemporary penmit panding full approval in Portland,
Oregon. Combined, WINfirst will provide its service to more than 3.2 million homes.
WiNfirst is pursuing regulatory approval in San Francisco, Oakland, California, Los
Angeles, Sealtle, Phoenix and Nevada.

WINfirst, which signad a three-year coniract with SCC, will now benefil from the
leading-edge TelConnect suile of 8-1-1 data management services. TelConnect
snables integrated communicatians providers (ICPs) and competitive local

- exchange carriers (CLECS) 1o cost-effectively oulsource the complex job of meeting
9-1-1 data management requirements.

“WINfirst is committed to providing its customers with the highest qualily sefvice-
and that includes B-1-1 emergency senvice. This is an essential service and we
wanled to work with the country's leading and most sxperienced provider of 8-1-1
data management services," said Frank Casezza, WINfirst president and chief
operaling officer. "We realize the crifical importance of 8-1.1 service. It can be a
matier of Iife and death-which is why we selected SCC to provide our customers
with the most accurate and reliable access to 9-1-1 emergency service avallable.”

“TelConnect will handie all of WINfirst's data validation and formatting, ercor
analysls and resolution and delivery of the dala to the appropriste public safety
agencies,” said Mark Scoft, vice president and general manager of SCC's CLEC
business unit. “And while our experls manage these time-consuming but critical
tasks, WINfirst can focus on expanding its markets and services.”

http://arww.sec811.com/news/12072000.html 12/08/2000
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About 5CC
SCC Communications Corp. (Nasdaq: SCCX) is the leading provider of 9-1-1 date
management services to incumbent local exchange carriers (ILECs}, competitive

: local exchange camiers (CLECs), integrated communications providers (ICPs) and
wireless cariers in the United Stalas. SCC manages the data thal allows the routing
and delivery of 9-1-1 calls to the epuropriate answering point along with accurate
information about the callers location. SCC provides 8-1-1 satvices {o 20 lkeading
wireless telecommunications camiers and 38 leading wireline talecommunications
carriers, SCC currently manages the records for approximately 89.4 million wireline
and wireiess lelephone subscribers. intluding 4.8 million CLEC subscribers, and
more than 2.5 milfion revenue-generating wireless subscribers, The company also
develops innovative, velue-added information technology systems and software
products for the location-based services market. To receive SCC press releases
and company updates via e-mail, please reglsler at the company’s Wab site:
http:Avwow. scc811.com.

About WiNfirst

WiNfirst is building a new fiber- to-the-home residential network using fiber-optic
technology in conjunction with Elhernet natworking standards lo Break the last-mile
bottlenack. WiNfirst will provide the highest quality of customer service and choice,
the convenience of one-stop shopping for Intemet, cable TV and telephone service
ang the value of a bundled-service offering. For more infarmation about WINfirst,
vigit http:t/www.winfirst.com.

Copyright £2000 SCC Communications Gorp. Privacy
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