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Federal Express Delivery 

Secretary 
New York State Public Service Commission 
3 Empire Plaza 
Albany, NY 12223 

Re:      RSL COM U.S.A., Inc. and Westinghouse Electric Corporation dba Westinghouse 
Communications 
Joint Petition for Authority to Transfer Assets and Request for Expedited Approval 

Dear Sirs: 

Submitted herewith, on behalf of RSL COM U.S.A., Inc. ("RSL USA") and Westinghouse 
Electric Corporation dba. Westinghouse Communications, please find an original and three (3) 
copies of the above-captioned Joint Petition for Authority to Transfer Assets and Request for 
Expedited Approval. The undersigned counsel hereby requests that the enclosed "File Copy" of this 
document be stamped with acknowledgment of receipt and returned to the undersigned in the 
enclosed self-addressed Federal Express envelope. 

In connection with this filing, please note the following: CBS Corporation was formerly 
Westinghouse Electric Corporation. Although Westinghouse Electric Corporation has formally 
notified several states of the name change to CBS Corporation, we are unable to verify at this time 
the name that is recognized by each state. In addition, CBS Corporation has always filed as 
Westinghouse Electric Corporation, d.b.a., Westinghouse Communications or, more recently, CBS 
Corporation, dba., Westinghouse Communications. Therefore, please recognized that although 
Westinghouse Communications is jointly seeking approval to transfer its assets, it may be listed under 
a different name. 



FLETCHER, HEALD & HILDRETH, P.L. C. 

New York State Public Service Commission 
May?, 1998 
Page 2 

Should you have any questions regarding this filing, please feel free to contact the undersigned 
directly (XC/^ojCe^ 

* 

Enclosure 
Attachment 

Sincerely, 

Eric Fishman 
Counsel to RSL COM U.S.A., Inc. 
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Before the 
New York State Public Service Commission 

Petition for Authority to Transfer ) 
Assets of Westing house Electric Corporation ) 
d/b/aWestinghouse Communications ) Docket No. 
to RSL COM U.S.A., Inc ) 

To the Commission: 

JOINT PETITION FOR AUTHORITY TO TRANSFER ASSETS 
AND REQUEST FOR EXPEDITED APPROVAL 

Pursuant to the rules and regulations of the New York State Public Service 

Commission, Westinghouse Electric Corporation d/b/a Westinghouse Communications1 

("Westinghouse") and RSL COM U.S.A., Inc. ("RSL USA") hereby jointly request the 

Commission to approve the transfer of assets of Westinghouse to RSL USA, and to grant 

such relief on an expedited basis to allow for the consummation of the transaction without 

undue delay. With respect thereto, the following is stated: 

I.        The Parties 

A.       RSL COM U.S.A., Inc. 

RSL USA is a corporation organized under the laws of the State of Delaware whose 

principal offices are located at 5550 Topanga Canyon Boulevard, Woodland Hills, 

California 91367. By itself and through its wholly owned subsidiaries - LDM Systems, Inc. 

and RSL COM PrimeCall, Inc. - it holds several authorizations under Section 214 of the 

Communications Act of 1934, as amended to provide domestic interstate and international 

telecommunications service, and is authorized to provide intrastate, interexchange service 

1 Westinghouse has recently filed, in various jurisdictions, requests for authority 
to change its name to CBS Communications Services, Inc. 



in over 45 states, including New York. A copy of RSL USA's applicable intrastate tariff is 

on file with the Commission. There is no current affiliation between RSL USA and 

Westinghouse. 

At present, the corporate parent of RSL USA, holding 100% of the company's stock, 

is International Telecommunications Group, Ltd. ("ITG"), a Delaware corporation. ITG's 

sole shareholder, holding 100% of its capital stock, is RSL Communications PLC, a 

corporation organized under the laws of the United Kingdom. The parent corporation of 

RSL Communications PLC, holding 100% of its capital stock, is, in turn, RSL 

Communications, Ltd. ("RSL Ltd."), a Bermuda corporation. RSL Ltd. is a publicly traded 

(NASDAQ) corporation. 

The principal shareholders of RSL Ltd. are R.S. Lauder, Gaspar & Co., L.P. 

("RSLAG"), a Delaware limited partnership which holds 52.6% of the voting power of the 

Company and 42.2% of the Company's outstanding common stock through its ownership 

of shares of the Company's Class A Common Stock and Class B Common Stock; Andrew 

Gaspar, the General Partner of RSLAG; and Ronald S. Lauder, who directly and indirectly 

is the owner of a majority of RSLAG's limited partnership interests; and Itzhak Fisher. Mr. 

Gaspar is also a director and Vice Chairman of the Board of the Company. Ronald S. 

Lauder, a co-founder of the RSL Ltd., serves as its Chairman. A former U.S. Ambassador 

to Austria, Mr. Lauder is principal shareholder of The Estee Lauder Companies Inc., and 

is founder of Central European Media Enterprises Ltd., an owner and operator of 

commercial television stations and networks in Central and Eastern Europe. Mr. Fisher, 

also a co-founder of the Company, has been a director. President and Chief Executive 
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Officer of RSL Ltd. since its inception.  Messrs. Gaspar, Lauder and Fisher are all US 

citizens. 

The principal office of RSL USA is located at: 

RSL COM U.S.A., Inc. 
5550 Topanga Canyon Boulevard 
Suite 250 
Woodland Hills. CA 91367 
Tel: (818)888-7600 

Please direct any questions concerning RSL USA to the following person: 

Eric Fishman, Esquire 
Fletcher, Heald & Hildreth, PLC 
1300 N. 17lh Street, 11th Floor 
Arlington, VA 22209 
Tel: (703) 812-0400 
Fax: (703) 812-0486 

B.       Westinghouse Electric Corporation d/b/a Westinghouse Communications 

Westinghouse Electric Corporation d/b/a Westinghouse Communications, a 

Pennsylvania corporation, is a non-dominant telecommunications carrier authorized to 

provide interexchange, interstate and international services. In addition, Westinghouse 

is authorized to provide intrastate telecommunications services in 45 states, including New 

York. 

The principal office of Westinghouse is located at: 

Westinghouse Communications 
902 Brinton Road 
Pittsburgh, PA 15221 
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Please direct any questions concerning Westinghouse to the following person: 

Tom W. Davidson, Esq. 
Akin, Gump, Strauss, Hauer & Feld, L.L.P. 
1333 New Hampshire Avenue, NW 
Suite 400 
Washington, D.C. 20036 
Tel: (202) 887-4011 
Fax: (202) 887-4288 

II. Transaction - Transfer of Assets 

On April 23, 1998, RSL USA and Westinghouse entered into an Asset Purchase 

Agreement ("APA") for the sale of Westinghouse's business and substantially all of its 

assets and liabilities relating to the business to RSL USA.2 Both RSL USA and 

Westinghouse are authorized to provide resold interexchange, intrastate 

telecommunications services throughout the state. 

Conditioned on grant of this Petition and upon the transfer of the assets to RSL USA 

pursuant to the APA, Westinghouse will surrender its authority to provide resold 

telecommunications services in the State of New York. Copies of the corporate resolutions 

authorizing this transaction are attached hereto. 

III. Public Interest Considerations 

The transfer of assets contemplated by the APA will serve the public interest by 

enabling RSL USA to achieve increased economies of scale and compete more effectively 

in the telecommunication's marketplace. More effective competition will ultimately lead to 

2 A copy of the Asset Purchase Agreement has been provided to the 
Commission under seal with a request for confidentiality. Unless otherwise defined, the 
terms used herein have the meanings provided in the Asset Purchase Agreement. 
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lower prices and the availability of more products and services to the public. 

Thus, the public will benefit both directly, through the availability of, and access to, 

a more efficient carrier of the competitive services, and indirectly, because the presence 

of a more efficient competitor in this market will increase the incentives for other 

telecommunications providers to operate more efficiently, offer more innovative services, 

reduce their prices, and improve their quality of service. The customers of RSL USA and 

Westinghouse rely on these companies for high quality, affordable intrastate service. Upon 

approval of this transaction, RSL USA will provide notice to existing Westinghouse 

subscribers, and assure them of RSL USA's commitment to continue the provision of high 

quality, affordable services pursuant to the company's filed tariff. As such, the transaction 

will not cause inconvenience or confusion to RSL USA or Westinghouse customers. 

Indeed, the transaction will be virtually transparent to RSL USA and Westinghouse 

customers in terms of the services that they receive. 

RSL USA certifies that it continues to have the necessary managerial and financial 

resources to provide the public with quality telecommunications service throughout the 

state.3 After the consummation of the transaction, RSL USA will be led by a team of well- 

qualified managers comprised in part of existing RSL USA and Westinghouse personnel. 

In addition, RSL USA will be able to draw upon the substantial technical and managerial 

3 Exhibits attached to this Petition include recent financial statements 
demonstrating RSL USA's ability to support its telecommunications operations within 
and outside the state. In addition, please find attached biographical information 
demonstrating RSL USA's managerial expertise in the provision of telecommunications 
services. 



expertise of RSL Ltd., as well as the financial resources discussed above. RSL USA 

expects that the ample managerial, technical and financial expertise of this management 

team will enable RSL USA to continue providing high quality service to its existing 

customers and those of Westinghouse, as well as to expand its customer base. The 

proposed acquisition will therefore promote competition in the New York services market 

and serve the public interest. 

Wherefore, RSL USA and Westinghouse respectfully request that the Commission 

authorize the sale of assets from Westinghouse to RSL USA. In addition, the Parties 

respectfully request expedited processing of this Petition so that the transaction may 

proceed without undue delay. 

Respectfully Submitted, 
RSL COM U.S.A., Inc. 

By: 
Eric Fishman 
Assistant Secretary and Counsel 
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VERIFICATION 

Eric Fishman, being duly sworn, deposes and says: that he is the Assistant 

Secretary of RSL COM U.S.A., Inc.; that he has read the foregoing petition and knows the 

contents thereof, and that the same is true of his own knowledge except as to the matters 

therein stated upon information and belief, and as to those matters, he believes them to 

be true. 

Eric Fishman, Esquire 
Assistant Secretary, RSL COM U.S.A., Inc. 

Subscribed-afKUsworn to before me this the   2-~iI day of May, 1998 

Notary Public 

My commission expires:   ^^j ^'/' '^^ ^ 



VERIFICATION 

Claudia E. Morf, being duly sworn, deposes and says: that she is the Vice 

President and Treasurer of CBS Corporation; that she has read the foregoing petition and 

knows the contents thereof, and that the same is true of her own knowledge except as to 

the matters therein stated upon information and belief, and as to those matters, she 

believes them to be true. 

W^ 
By: Claudia E. Morf A 
Vice President and TrAasorer, CBS Corporation 

Subscribed and sworn to before me this 5th day of May, 1998 

Notary Publ 

My commission expires: 

CAROUA. QRA\ 
Notary Public. State of Noil 

No. 01-4649320 
Duality in Bronx Count?   cyG 
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ASSET PURCHASE AGREEMENT 

THIS ASSET PURCHASE AGREEMENT is made as of April 23, 1998, by and 
between CBS Corporation, a Pennsylvania corporation {"Seller"), and RSL COM U.S.A., 
Inc., a Delaware corporation ("Buyer"). 

RECITALS 

A. Seller, through its Westinghouse Communications division {"WestComm"), is a 
provider and reseller of telecommunication products and services, including voice services, 
data services, outsourcing services, LAN management and system design (the "Business"); 

B. Seller desires to sell to Buyer, and Buyer desires to purchase and assume from 
Seller, all the Business and substantially all of the assets and liabilities relating to the Business, 
in each case on the terms and subject to the conditions contained in this Agreement. 

NOW, THEREFORE, for good, valid and binding consideration, the receipt and 
sufficiency of which are hereby acknowledged, the Parties, intending to be legally bound, 
hereby agree as follows: 

ARTICLE 1 
TERMS OF THE TRANSACTION 

1.1. Sale of Purchased Assets. On the terms and subject to the conditions contained 
in this Agreement, at Closing Seller shall sell, assign, convey, transfer and deliver to Buyer, 
and Buyer shall purchase, receive and accept from Seller, as they exist on the Closing Date, all 
right, title and interest that Seller or its subsidiary CBS Communications Services Inc. 
possesses and has the right to transfer in and to all the assets which are used in the conduct of 
the Business, other than Excluded Assets, including, without limitation, the following 
(collectively, "Purchased Assets "): 

(a) Accounts and contracts receivable and prepaid expenses, including 
deposits, advertising materials and brochures; 

(b) Tangible personal property, including raw materials, works-in-process, 
finished goods, parts, accessories, tools, furniture, equipment, switches, microwave facilities, 
routers and other network equipment, the WesNet IP Network, machinery, automobiles, 
trucks, motor vehicles, all other personal property owned or leased by Seller and used in the 
conduct of the Business and miscellaneous inventories; 

(c) Leases and subleases of Leased Real Property and of Owned Real 
Property; 

(d) Leases and subleases of Leased Personal Property; 
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(e) Intellectual Property (other than as provided in Section 1.2(b)), licenses 
and sublicenses granted or 'obtained with respect thereto, remedies against infringements 
thereof and rights to protection of interests therein and all other intangible assets, in each case 
used in connection with the conduct of the Business; 

(f) Unexecuted or uncompleted portions of the Contracts as existing on the 
Closing Date, or which are listed on Schedule 2.11 hereto, or which are not required to be 
disclosed thereon but are or have been entered into in the ordinary course of business, as any 
of the foregoing may be amended in the ordinary course of business between the date of this 
Agreement and the Closing Date, subject to Section 6.2 (the "Assumed Contracts"); 

(g) All Permits existing as of the Closing Date and associated with the 
Purchased Assets or the Business, subject to Section 6.3; 

(h) Lists of suppliers, customers and potential customers of services or 
products offered by the Business, as of the Closing Date, if any; 

(i) Supplies and sundry items, including telephone numbers, keys and lock 
combinations, customer records, and books and records of, or relating to, and material to the 
operation of, the Business and the assets acquired and any obligations assumed pursuant hereto 
(including all customer files, customer lists, supplier records, records relating to accounts 
receivable and market research and surveys, if any), copies of financial records (or portions 
thereof) relating solely to the Business and copies of Tax Returns, other than Income Tax 
Returns, relating solely to the Business; 

(j) Personnel records and payroll records with respect to all New 
Employees; and 

(k) All claims and rights of Seller against third parties with respect to the 
conduct of the Business including, without limitation, (i) fees for early termination payable 
pursuant to any Telecom Contract terminated by the customer between the date of this 
Agreement and the Closing Date (to the extent not received by Seller prior to the Closing Date) 
and (ii) claims and rights arising out of or relating to the Assumed Contracts. 

1.2.     Excluded Assets.   The following assets shall not be included in the Purchased 
Assets to be sold or acquired pursuant to this Agreement (collectively, "Excluded Assets"): 

(a) Cash (on hand or in banks) and cash equivalents, as of the Closing Date; 

(b) Right, title or interest in or to (i) the "Westinghouse" trademark, the 
Westinghouse "Circle W" trademark or to the trade name "Westinghouse" (except as otherwise 
provided in the Trademark License Agreement) and (ii) the " 129.228.x.x Class B internet 
address range" and the "Westinghouse.com" domain name; 
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(c) All Owned Real Property; 

(d) Rights and claims for refunds of any Income Taxes relating to the 
periods prior to the Closing Date; and 

(e) Assets of Seller or any Affiliate of Seller (i) which are not used in the 
conduct of the Business as of the date hereof or (ii) which are used in the conduct of the 
Business as of the date hereof but which are not to be transferred to Buyer, consisting of assets 
(including but not limited to Leased Real Property, personal property, employees and 
Intellectual Property) (x) which are used in the operation of Seller's Shared Service Centers, 
(y) which are used in the performance of the services and functions presently provided to the 
Business by Seller's corporate headquarters, or by other divisions, administrative units or 
subsidiaries of Seller including but not limited to, information systems support, transaction 
processing, legal services, research and development, accounting, cash management, treasury, 
insurance and human resources, and (z) which are otherwise set forth on Schedule 1.2(e). 

1.3.     Purchase Price. 

1.3.1. Purchase Price. Subject to the adjustment pursuant to Section 1.4, the 
purchase price for the Purchased Assets shall be the sum of Ninety Million Dollars 
($90,000,000) (the "Purchase Price"), together with assumption of the Assumed Liabilities. 

1.3.2. Payment of Purchase Price. At Closing, Buyer shall pay to Seller an 
amount equal to the Purchase Price (the "Closing Payment") by wire transfer of immediately 
available funds to the bank account set forth on a notice given by Seller to Buyer not later than 
three (3) business days prior to Closing. 

1.3.3. Allocation of Purchase Price. As soon as practicable, but not later than 
one hundred twenty (120) days after the Closing Date, Buyer and Seller shall agree upon the 
allocation of the Purchase Price (and all other capitalizable costs) and Assumed Liabilities 
among the Purchased Assets, and shall set forth such allocation on a statement (the "Allocation 
Statement"). The Allocation Statement shall reflect any changes in the assets and liabilities 
shown on the final Statement of Working Capital, whether or not such changes result in an 
adjustment to the Purchase Price. If the Parties fail to agree on the allocation of the Purchase 
Price within one hundred twenty (120) days after the Closing Date, then the disagreement shall 
be resolved as soon as practicable thereafter, but not later than one hundred eighty (180) days 
after the Closing Date, by one of the largest five (5) national accounting firms, which 
accounting firm shall be jointly selected by the Parties. The Parties acknowledge that the 
scope of such accounting firm's work shall be limited to resolving only those items to which 
the Parties do not agree regarding the allocation of the Purchase Price. The decision of the 
accounting firm shall be final and binding upon the Parties. The Parties shall share equally the 
fees, costs and expenses of the accounting firm selected to resolve any disagreements regarding 
the Allocation Statement. Buyer and Seller shall file all Income Tax Returns, and execute such 
other documents as may be required by any taxing authority, in a manner consistent with' the 
Allocation Statement.   Buyer and Seller shall prepare Internal Revenue Service Form 8594 
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pursuant to Section 1060 of the Code relating to the transactions contemplated by this 
Agreement based on the Allocation Statement, and shall deliver such form to each other. 
Buyer and Seller shall file such form with each relevant taxing authority.   The Allocation 
Statement shall have no impact on the Statement of Working Capital for purposes of calculating 
the Adjusted Purchase Price. 

1.4.    Purchase Price Adjustment. 

1.4.1. Statement of Working Capital. Within seventy-five (75) days after the 
Closing Date, Seller shall at its expense prepare and deliver to Buyer a statement (the 
"Statement of Working Capital") setting forth Working Capital (as defined below) as of the 
close of business on the Closing Date ("Closing Working Capital"), together with an audited 
special purpose report of the Seller's independent auditors that the Statement of Working 
Capital has been prepared in compliance with the requirements of this Section 1.4. Buyer shall 
cause its employees to assist Seller in the preparation of the Statement of Working Capital and 
shall provide Seller on-site access upon reasonable telephonic notice and at all reasonable times 
to the personnel, properties, books and records relating to the Business for such purpose. 
Buyer acknowledges that Seller shall have the primary responsibility for preparing the 
Statement of Working Capital. 

1.4.2. Review by Buyer. During the 30-day period following Buyer's receipt of 
the Statement of Working Capital, Buyer and its independent auditors, if any, shall be 
permitted to review and make copies reasonably required of (i) the working papers of Seller 
and the non-proprietary working papers of Seller's independent auditors used in connection 
with the preparation of the Statement of Working Capital and (ii) any supporting schedules, 
analyses and other documentation relating to the Statement of Working Capital. The Statement 
of Working Capital shall become final and binding upon the parties on the thirtieth (30th) day 
following delivery thereof, unless Buyer gives written notice of its disagreement with the 
Statement of Working Capital ("Notice of Disagreement") to Seller prior to the close of 
business on the last day of such 30-day period. Any Notice of Disagreement shall (A) specify 
in reasonable detail the nature of any disagreement so asserted, (B) only include disagreements 
based on mathematical errors or based on Closing Working Capital not being calculated in 
accordance with this Section 1.4, and (C) be accompanied by a signed certificate by Buyer that 
it has complied with the covenants set forth in Section 1.4.6. If a Notice of Disagreement 
complying with the preceding sentence is received by Seller in a timely manner, then the 
Statement of Working Capital (as revised in accordance with the clause (I) or (II) below) shall 
become final and binding upon the parties on the earlier of (I) the date Seller and Buyer resolve 
in writing any differences they have with respect to the matters specified in the Notice of 
Disagreement or (II) the date any disputed matters are finally resolved in writing by the 
Accounting Firm (as defined below). 

1.4.3. Resolution. During the 30-day period following the delivery of a Notice 
of Disagreement that complies with the preceding paragraph. Seller and Buyer shall seek in 
good faith to resolve in writing any differences that they may have with respect to the matters 
specified in the Notice of Disagreement.    During such period Seller and its independent 
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auditors shall have reasonable on-site access upon reasonable telephonic notice and during 
normal business hours to the personnel, properties, books, records, schedules, analyses and 
working papers relating to the Business and shall be permitted to review and make copies 
reasonably required of (i) the working papers of Buyer and the non-proprietary working papers 
of Buyer's independent auditors, if any, and (ii) any supporting schedules, analyses or other 
documentation relating to the preparation of the Notice of Disagreement. If, at the end of such 
30-day period. Seller and Buyer have not so resolved such differences. Seller and Buyer shall 
submit to an independent public accounting firm agreed upon by the parties hereto in writing 
(the "Accounting Firm") for the review and resolution any and all matters which remain in 
dispute and which were properly included in the Notice of Disagreement. Seller and Buyer 
shall use reasonable efforts to cause the Accounting Firm to render a decision resolving the 
matters in dispute within 30 days following the submission of such matters to the Accounting 
Firm. Seller and Buyer agree that judgment may be entered upon the determination of the 
Accounting Firm in any court having jurisdiction over the party against which such 
determination is to be enforced. The cost of any dispute settlement (including the fees and 
expenses of the Accounting Firm) pursuant to this Section 1.4 shall be borne by Seller and 
Buyer in inverse proportion as they may prevail on matters resolved by the Accounting Firm, 
which proportion allocations shall also be determined by the Accounting Firm at the time the 
determination of the Accounting Firm is rendered on the merits of the matters submitted. 

1.4.4. Adjustment. The Purchase Price shall be increased by the amount by 
which Closing Working Capital exceeds $1,234,000 as calculated pursuant to Schedule 1.4 
hereto (the "Target Amount"), and the Purchase Price shall be decreased by the amount by 
which Closing Working Capital is less than the Target Amount (the Purchase Price as so 
increased or decreased shall hereinafter be referred to as the "Adjusted Purchase Price"). If 
the Purchase Price is less than the Adjusted Purchase Price, Buyer shall, and if the Purchase 
Price is greater than the Adjusted Purchase Price, Seller shall, within 10 business days after 
the Statement of Working Capital becomes final and binding upon the parties, make payment to 
the other party by wire transfer in immediately available funds of the amount of such 
difference, together with interest thereon at the three-month treasury bill rate (as reported by 
The Wall Street Journal or, if not reported thereby, by another authoritative source) in effect 
on the Closing Date plus .25% (the "Rate"), calculated on the basis of the actual number of 
days elapsed over 365, from the Closing Date to the date of actual payment, compounded 
annually. Notwithstanding the foregoing, in the event that Buyer delivers a Notice of 
Disagreement to Seller in accordance with this Section 1.4 and either Seller or Buyer shall be 
required to make a payment to the other regardless of the resolution of the items contained in 
the Notice of Disagreement, then Seller or Buyer, as applicable, shall, within 10 business days 
of the receipt of the Notice of Disagreement, make payment to the other by wire transfer in 
immediately available funds of the lesser of the two amounts that may be owed by Seller or 
Buyer, as applicable, pending resolution of the items contained in the Notice of Disagreement 
together with interest thereon at the Rate on the date of the Notice of Disagreement, calculated 
as described above, and such payment (excluding interest) shall be credited against the 
payment excluding interest required pursuant to the second sentence of this Section 1.4.4. 
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1.4.5. Certain Terms.  The term "Working Capital" shall mean Total Current 
Assets minus Total Current Liabilities (in each case as defined below).   The Target Amount 
equals Working Capital on the Balance Sheet Date (as defined in Section 2.4.) plus an 
adjustment of $180,000 for accrued liabilities for workers' compensation and incurred but not 
reported medical claims.   The terms "Total Current Assets" and "Total Current Liabilities" 
shall mean the combined total current assets and combined total current liabilities determined 
in accordance with GAAP (it being understood that (a) (i) cash (on hand or in banks) and cash 
equivalents, (ii) pension liabilities, other post-retirement and post-employment liabilities, (iii) 
Shortfall Liability, and (iv) amounts attributable to current and deferred Income Taxes for all 
periods prior to the Closing Date for which Seller is liable under Section 1.6, collectively, 
shall be excluded in determining Total Current Assets and Total Current Liabilities, (b) current 
assets (other than accounts receivable) and liabilities relating to any Contracts of the Business 
that are not Assumed Contracts shall be excluded from the determination of Total Current 
Assets and Total Current Liabilities, (c) accrued current liabilities for workers' compensation 
and  incurred but not reported  medical  claims  shall be  included as  a  liability  in  the 
determination of Total Current Liabilities and (d) the amount of early termination fees 
collected by Seller prior to the Closing Date pursuant to any Telecom Contract terminated by 
the customer between the date of this Agreement and the Closing Date (as reduced by any 
portion thereof used to satisfy any outstanding accounts receivable of such customer) shall be 
included as a current liability in the determination of Total Current Liabilities), respectively, of 
the Business, using the same methodologies (including the same bases for judgments except to 
reflect changes in specific identifiable events, facts and circumstances), practices, accounting 
applications and assumptions, including actuarial estimates, as used in determining the Target 
Amount.    The Total Current Assets and Total Current Liabilities shall not include any 
Excluded Assets or Excluded Liabilities, respectively. The Parties agree that the adjustment 
contemplated by this Section 1.4 is intended to show the change in Working Capital (subject to 
the above adjustments) as of the Closing Date from the Target Amount, and that such change 
may only be measured if the calculation is done in accordance with the preceding sentence. 
The scope of the disputes to be resolved by the Accounting Firm is limited to whether such 
calculations were done in accordance with the foregoing provisions of this Section 1.4 or 
whether there were mathematical errors in the Statement of Working Capital.  The calculation 
of the Target Amount is set forth in Schedule 1.4. 

1.4.6. Buyer Covenants. Buyer agrees that following the Closing it shall not 
take any actions which would affect the Statement of Working Capital with respect to the 
accounting books and records of the Business on which the Statement of Working Capital is to 
be based that are not consistent with WestComm's past practices used in preparing the Target 
Amount. Buyer shall cooperate in the preparation of the Statement of Working Capital, 
including providing customary certifications including management representation letters, to 
Seller's independent auditors. 

1.4.7. Continuing Access. During the period of time from and after the Closing 
Date through the resolution of any adjustment to the Purchase Price contemplated by this 
Section 1.4, or, if sooner, the appointment by the Parties of an Accounting Firm pursuant to 
Section 1.4.3, each Party shall afford to the other Party and such other Party's independent 
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auditors or financial advisors retained by such Party in connection with any adjustment 
contemplated by Section 1.4, on-site access at all reasonable times upon reasonable telephonic 
notice to such Party's personnel, advisors, properties, books, contracts, records, schedules, 
analyses and such Party's working papers as such items reasonably relate to the preparation of 
the Statement of Working Capital and the Notice of Disagreement. 

1.5. Assumption of Liabilities. On the terms and subject to the conditions contained 
in this Agreement, at Closing Buyer shall assume, become liable for and agree to pay, 
discharge and perform, as the case may be, the following Liabilities, whether incurred or 
arising before or after the Closing Date, other than Excluded Liabilities (collectively, 
"Assumed Liabilities"): 

(a) Liabilities of Seller relating exclusively to the ownership or conduct of 
the Business reflected on the Year-End Balance Sheet or incurred in the ordinary course of 
business but not required by GAAP to be reflected thereon, or incurred in the ordinary course 
of business since the Balance Sheet Date; 

(b) Liabilities associated with the Assumed Contracts, customers and 
suppliers arising from the conduct of the Business; 

(c) Other than as set forth in Section 1.6(a), Liabilities for Taxes with 
respect to the ownership or use of the Purchased Assets or the conduct or operation of the 
Business; 

(d) Other than as set forth in Section 1.6(c) and (e). Liabilities under 
Welfare Benefit Plans that are fully self-insured by Seller, vacation, bonuses, commissions, 
sick leave, short-term and long-term disability benefits and workers' compensation benefits, 
with respect to any Employees or former Employees of the Business; and 

(e) Other than as set forth in Section 1.6(f), Liabilities relating to any Action 
asserted against Seller that is set forth on Schedule 2.12 or any other Action arising out of the 
ownership or use of the Purchased Assets or the conduct or operation of the Business by Seller 
(provided that the foregoing shall not limit the effectiveness of Seller's representations 
pursuant to Article 2 or Buyer's right to indemnification in accordance with the provisions of 
Article 10). 

1.6. Excluded Liabilities. Buyer shall not pursuant to this Agreement assume any of 
Seller's Liabilities other than the Assumed Liabilities, including but not limited to the 
following Liabilities (collectively, "Excluded Liabilities"): 

(a) Liabilities for Income Taxes relating to periods prior to the Closing 
Date; 

(b) Costs and expenses incurred by Seller in connection with the negotiation, 
execution or performance of this Agreement and the transactions contemplated hereby 
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(including attorneys' fees and auditors' fees and any stay bonus, retention payment or similar 
compensation payable to any employees as a result of the consummation of the transactions 
contemplated hereunder); 

(c) (i) Liabilities for contributions owed by Seller to any Employee Benefit 
Plan and (ii) Liabilities of Seller or any of its Affiliates under any employee pension benefit 
plan within the meaning of Section 3(2) of ERISA (other than Liabilities relating to the assets 
of Seller's Savings Program for the period following transfer of such assets to Buyer pursuant 
to Section 11.2.3), and other post-retirement liabilities for Employees or former Employees of 
the Business; 

(d) Except as otherwise provided in Section 6.2.3, Liabilities associated with 
any Contracts relating to the Business that are not Assumed Contracts; 

(e) Provided Buyer fully complies with its obligations under Section 11, 
Liabilities, if any, for severance, shutdown, permanent job separation pay or other post- 
employment liabilities to any Employee under any Employee Benefit Plan resulting directly 
from the consummation of the transactions contemplated by this Agreement; and 

(f) Liabilities associated with the Action captioned Terence Smith, 
individually and on behalf of class of similarly situated individuals v. Westinghouse Electric, 
(U.S.D.C, W.D. Pa -- Civil Action 97-2039), identified as item D.2 on Schedule 2.12 hereto. 

1.7. Shortfall Liability, (a) Without limiting the generality of the provisions of 
Section 6.2, the Parties shall cooperate with each other to obtain the Consent of AT&T to the 
transfer of the AT&T Contract to Buyer (if such Contract will not by its terms expire prior to 
the Closing Date) and/or to obtain an extension, modification, or replacement of the AT&T 
Contract effective following the Closing Date on terms reasonably satisfactory to Buyer. The 
Parties also agree to cooperate with each other in all discussions and negotiations with AT&T 
concerning the Shortfall Liability. Both before and after the Closing, each Party shall receive 
reasonable notice of and have the right to participate in all such discussions and negotiations 
and shall provide the other with all correspondence given to or received from AT&T in 
connection with the foregoing, provided that Seller shall not have access to pricing or other 
terms of any extension, modification, or replacement of the AT&T Contract except to the 
extent that such pricing or other terms bears on the outcome of the Shortfall Liability 
negotiations. The Shortfall Liability shall be treated as provided in Schedule 1.7 hereto. 
Neither Buyer nor Seller may agree with AT&T to any settlement of the Shortfall Liability 
other than in accordance with this Section 1.7 and Schedule 1.7. 

(b) The Parties agree that the provisions of this Section 1.7 and Schedule 1.7, 
as well as all actions taken by the Parties in the performance hereof, shall be strictly 
confidential and shall not be disclosed to any Person. In the event either Party becomes legally 
compelled (by disposition, interrogatory, request of documents, subpoena, civil investigative 
demand or similar process) to disclose any information required to be kept confidential 
pursuant to this Section 1.7, such Party shall provide the other Party with prompt prior written 
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notice of such requirement and the Parties, at their joint expense, shall seek a protective order 
or other appropriate remedy and/or waive compliance with the terms of this Section 1.7. In 
the event that such protective order or other remedy is not obtained, or the Parties waive 
compliance with the provisions hereof, the disclosing Party agrees to use its reasonable efforts 
to furnish only such portion of the confidential information which is legally required to be 
furnished. 

1.8.     Certain Pending Litieation. 

1.8.1 Administration. Buyer acknowledges that it has been advised of an 
Action captioned Terence Smith v. Westinghouse Electric. (U.S.D.C, W.D. Pa.- Civil 
Action 96-1660), identified as item D.l on Schedule 2.12 hereto (the "Smith Litigation"). 
Seller agrees, as an accommodation to Buyer, that Seller shall be responsible for continuing, in 
good faith, the defense of the Smith Litigation. Seller shall keep Buyer fully informed as to 
the status of the Smith Litigation, and shall provide Buyer with reasonable access to (which 
access shall include the right to make copies of) all books, records and files relating to the 
Smith Litigation. Seller shall not consent to entry of any judgment or enter into any settlement 
with respect to the Smith Litigation without the prior written consent of Buyer, which consent 
shall not be unreasonably withheld. Following the Closing Date, Buyer will have the right to 
assume the defense and control of the Smith Litigation, following which Seller shall not have 
any further obligation with respect to the conduct of the Smith Litigation except to the extent 
necessary to provide Buyer with the information necessary to proceed with the Smith 
Litigation. 

1.8.2. Liabilities. Buyer shall pay all Liabilities incurred in connection with the 
Smith Litigation including, without limitation, (i) any Liabilities imposed pursuant to any 
judgment entered or settlement entered into in connection with the Smith Litigation and (ii) the 
fees and expenses incurred after the Closing Date of any outside counsel retained by Seller and 
the reasonable value of the services provided after the Closing Date by Seller's in-house 
counsel. Buyer acknowledges that all Liabilities associated with the Smith Litigation shall be 
Assumed Liabilities in accordance with Section 1.5 hereto. 

1.8.3. No Right to Indemnification. Seller shall not be liable for any Liabilities 
incurred by Buyer that result from any act or omission of Seller's in-house counsel relating to 
the Smith Litigation, except to the extent that a final judgment of a court of competent 
jurisdiction determines that such act or omission constitutes gross negligence or willful 
misconduct. 

ARTICLE 2 
REPRESENTATIONS AND WARRANTIES OF SELLER 

Seller makes the following representations and warranties to Buyer: 
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2.1. Organization: Power and Authority. Seller is a corporation duly organized, 
validly existing and in good standing under the laws of the Commonwealth of Pennsylvania. 
Seller has all corporate power necessary to (a) execute, deliver and perform its obligations 
under this Agreement and to consummate the transactions contemplated hereby and (b) own, 
operate and lease the Purchased Assets and to carry on the Business as and where conducted as 
of the date hereof; except in each case where the failure to have such corporate power would 
not have a Material Adverse Effect. 

2.2. Authorization: Execution and Validity. The execution, delivery and 
performance by Seller of this Agreement and each of the other agreements, documents and 
certificates to be delivered at the Closing (the "Operative Documents") by Seller and the 
consummation by Seller of the transactions contemplated hereby and thereby have been duly 
authorized by all necessary corporate action. This Agreement and such Operative Documents 
have been or will be duly and validly executed and delivered by Seller, constitute or will 
constitute a valid and binding obligation of Seller and are or will be enforceable against Seller 
in accordance with its respective terms. 

2.3. Executive Officers. Schedule 2.3 lists all the executive officers of Seller who 
are as of the date hereof devoted full-time to the conduct of the Business. 

2.4. Financial Statements, (a) Attached hereto as Schedule 2.4(a) are the audited 
balance sheets of WestComm as of December 31, 1997 (the "Year-End Balance Sheet" and 
such date the "Balance Sheet Date"), December 31, 1996 and December 31, 1995, with the 
related statements of income and cash flows for the fiscal years ended on such dates and the 
accompanying notes (collectively, the "Financial Statements"). The Financial Statements 
have been prepared in accordance with GAAP (except as noted therein, if any, or on Schedule 
2.4(a) hereto), and present fairly, in all material respects, the financial position of WestComm 
as of the dates indicated and the results of its operations and cash flows for the periods then 
ended. 

(b) Except as otherwise set forth on Schedule 2.4(b), as of the date hereof. 
Seller, with respect to the Business, has no material Liabilities that are not reflected in the 
Financial Statements, the notes thereto or the other Schedules hereto, other than those incurred 
since the Balance Sheet Date in the ordinary course of business consistent with past practice. 

(c) All accounts receivable reflected in the Financial Statements (i) arose 
from bona fide transactions in the ordinary course of business and (ii) in the aggregate 
represent credit extended in a manner consistent in all material respects with historical trade 
and credit practices of WestComm. 

2.5. Absence of Certain Changes. Except as listed on Schedule 2.5, between the 
Balance Sheet Date and the date of this Agreement, the Business has been operated in the 
ordinary course of business consistent with past practice (other than as provided in clause (g) 
below), and there has been no (a) to Seller's Knowledge, event or occurrence that has had a 
Material Adverse Effect, (b) material amendment or termination of any Material Contract, 
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Material Lease or material Permit relating to the Business, other than amendments or 
terminations in the ordinary course of business, (c) material destruction, damage or other loss 
to any of the Purchased Assets, whether or not covered by insurance, (d) material sale, lease, 
or other disposition of any of the Purchased Assets, other than assets sold, leased or otherwise 
disposed of in the ordinary course of business consistent with past practice, (e) material 
purchase or lease of any Purchased Assets, other than assets purchased or leased in the 
ordinary course of business consistent with past practice, (f) increase in the compensation 
payable to any of the Employees, other than increases consistent with past practice, (g) renewal 
of a Telecom Contract other than in the ordinary course of business (provided that any such 
renewal shall be deemed to be in the ordinary course of business if it is on terms which, 
considered on an aggregate basis with all other renewals of and new Telecom Contracts, are 
not materially less favorable to the Business, after giving consideration to prevailing market 
factors), (h) incurrence of any material debts, liabilities or obligations other than in the 
ordinary course of business consistent with past practice, (i) payment, discharge or satisfaction 
of any material claim, liability or obligation (absolute, accrued, contingent or otherwise), other 
than the payment, discharge of satisfaction of liabilities or obligations in the ordinary course of 
its business consistent with past practice, (j) creation of any Lien other than a Permitted Lien 
on any of the Purchased Assets, (k) cancellation of any material debts owed to Seller, with 
respect to the Business, or waiver of any claims or rights of substantial value, except in the 
ordinary course of business consistent with past practice, or (1) agreement or commitment to 
take any action described in this Section. 

2.6. No Conflict: Seller Consents. Except as listed on Schedule 2.6 or as would not 
have a Material Adverse Effect, the execution, delivery and performance by Seller of this 
Agreement will not (a) violate any Law, (b) violate any Charter Document of Seller, (c) violate 
any Order to which Seller is a party or by which it is bound, (d) breach or require the Consent 
of any third party with respect to any Material Contract, Material Telecom Contract or 
Material Lease relating to the Business, (e) result in the creation of any Lien on any of the 
Purchased Assets, other than Permitted Liens or (f) require any Consent from any 
Governmental Authority, other than (i) pursuant to the HSR Act and (ii) the Regulatory 
Consents required in connection with the transfer of the Business to Buyer. 

2.7. Real Property. 

2.7.1. Owned Real Property. Schedule 2.7.1 lists all the real property owned 
by Seller as of the date hereof which is used exclusively in the conduct of the Business (the 
"Owned Real Property"). 

2.7.2. Leased Real Property. Schedule 2.7.2 lists all the real property leased to 
Seller as of the date hereof which is used in the conduct of the Business (other than Excluded 
Assets) (the "Leased Real Property"). All Leased Real Property is used exclusively in the 
conduct of the Business. As of the date hereof, all Leases of Leased Real Property are valid 
and binding and in full force and effect, except for such Leases the failure of which to be valid 
and binding and in full force and effect would not have a Material Adverse Effect. As ol the 
date hereof, there has been no breach of a Lease of Leased Real Property by Seller that would 
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have a Material Adverse Effect, which breach has not been cured or waived. 

2.8. Personal Property. 

2.8.1. Owned Personal Property. Seller or its subsidiary CBS Communications 
Services Inc. has good title to all personal property, free and clear of any Liens (other than 
Permitted Liens) and agreements to sell any such personal property, that was (a) reflected on 
the Year-End Balance Sheet (other than Leased Personal Property) and (b) purchased by Seller 
since the Balance Sheet Date and used in the conduct of the Business (other than Excluded 
Assets); except in each case for personal property disposed of (x) in the ordinary course of 
business consistent with past practice or (y) in transactions disclosed to Buyer in writing prior 
to the date hereof or otherwise disclosed on Schedule 2.8.1. 

2.8.2. Leased Personal Property. Schedule 2.8.2 lists all the personal property 
leased to Seller as of the date hereof which is used in the conduct of the Business (other than 
Excluded Assets) pursuant to a Material Lease (the "Leased Personal Property"). All such 
property is used exclusively in the conduct of Business. As of the date hereof, all Material 
Leases of Leased Personal Property are valid and binding and in full force and effect, except 
for such Material Leases the failure of which to be valid and binding and in full force and 
effect would not have a Material Adverse Effect. As of the date hereof, there has been no 
breach of a Material Lease of Leased Personal Property by Seller that would have a Material 
Adverse Effect, which breach has not been cured or waived. 

2.9. Condition of Assets. The personal property owned by or leased to Seller as of 
the date hereof which is used in the conduct of the Business is in normal working order, 
reasonable wear and tear excepted, except where the failure to be in normal working order 
would not have a Material Adverse Effect. EXCEPT AS OTHERWISE SPECIFICALLY SET 
FORTH IN THIS AGREEMENT, SELLER CONVEYS THE PERSONAL PROPERTY "AS 
IS, WHERE IS" AND MAKES NO EXPRESS OR IMPLIED WARRANTY OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE, OR ANY OTHER 
WARRANTY AS TO THE CONDITION OR OPERATION OF ANY PERSONAL 
PROPERTY. 

2.10. Insurance. All insurance policies, if any, owned or held by Seller which relate 
to the Business or Purchased Assets are in full force and effect, all premiums with respect 
thereto have been paid to the extent due, and as of the date hereof no notice of cancellation or 
termination has been received with respect to any such policy, other than policies that have 
been replaced or are intended to be replaced prior to the expiration thereof by policies 
providing substantially the same coverage. 

2.11. Contracts. Except for Telecom Contracts, purchase orders, invoices, 
confirmations and similar documents. Leases and Employee Benefit Plans, Schedule 2.11 lists 
as of the date hereof all the following Contracts which relate to the Business, Purchased Assets 
or Assumed Liabilities or by which any of the Purchased Assets are bound or Assumed 
Liabilities are governed ("Material Contracts"): (a) Contracts pertaining to the borrowing of 
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money; (b) Contracts creating Liens; (c) Contracts creating Guaranties; (d) Contracts relating 
to material employment or consulting services; (e) Contracts relating to any single capital 
expenditure in excess of $100,000; (f) Contracts for the purchase, sale or lease of real 
property, of any business or line of business or for any sale or purchase of assets out of the 
ordinary course of business; (g) joint venture or partnership agreements; and (h) Contracts 
that, individually, may reasonably be expected to result in the payment or receipt of $100,000 
or more during any twelve (12) month period after the date hereof. As of the date hereof, all 
Material Contracts are valid and binding and in foil force and effect, except those Material 
Contracts the failure of which to be valid and binding and in foil force and effect would not 
have a Material Adverse Effect. As of the date hereof, there has been no breach of any 
Material Contract by Seller that would have a Material Adverse Effect, which breach has not 
been cured or waived. 

2.12. Litigation: Orders.   Except as listed on Schedule 2.12, as of the date hereof 
there is no Action pending or threatened in writing affecting Seller, the Business or any of the 
Purchased Assets which, if adversely determined, would have a Material Adverse Effect. 
Except as listed on Schedule 2.12, as of the date hereof Seller is not subject to any Order that 
would have a Material Adverse Effect. 

2.13. Environmental Laws. 

2.13.1. Compliance. On or before the date hereof, and solely with 
respect to the ownership of the Purchased Assets or operation of the Business, the Business is 
in compliance with all Environmental Laws applicable to the Business and there are no Orders 
or written agreements with Governmental Authorities applicable to the Business concerning 
compliance by the Business with Environmental Laws, except in each case for such 
noncompliance that would not have a Material Adverse Effect. 

2.13.2. Permits. All Permits required by Environmental Laws and 
necessary for the operation of the Business as of the Closing Date have been obtained, renewed 
or applied for, are currently in effect and are identified on Schedule 2.13.2 hereto (other than 
Permits that must be obtained or applied for with respect to Buyer's ownership of the 
Purchased Assets or conduct of the Business after the Closing Date) {"Environmental 
Permits"). Seller is in compliance with all such Permits in connection with the operation of 
the Business, except in each case for such noncompliance that would not have a Material 
Adverse Effect. 

2.13.3. Actions. There is no Action pending or threatened in writing in 
which any person or entity alleges the violation of any Environmental Law, from or caused by 
operations now or previously conducted by Seller relating to the Business, and Seller has not 
(a) received any written notice and to Seller's Knowledge, no third party. Governmental 
Authority or any employee or agent thereof, has determined or has alleged, threatens to 
determine or requires an investigation to determine that there exists any violation of any 
Environmental Law or the presence. Release, threat of release, or placement on, at, under or 
about the premises of the Business,  or the use,  handling,  manufacturing, generation, 
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production, storage, treatment, processing, transportation or disposal of any Hazardous 
Substances on, at, under, from or about the Owned Real Property or the Leased Real Property; 
(b) received any written notice under the citizen suit provision of any Environmental Law in 
connection therewith; or (c) received any written request for inspection or request for 
information, written notice, demand, administrative inquiry or any formal or informal written 
complaint or claim with respect to or in connection with any Environmental Law, including, 
without limitation, any Environmental Law referring or relating to Hazardous Substances or 
any operations or any business conducted by the Business. 

2.13.4. Exclusivity. Except as set forth in this Section 2.13, Seller makes 
no express or implied representation or warranty in this Agreement concerning environmental 
matters or with respect to any Environmental Law. 

2.14. Other Laws. On or before the date hereof, and solely with respect to the 
ownership of the Purchased Assets or operation of the Business, Seller has not failed to (a) 
comply with any Other Law or (b) maintain in effect and materially comply with any material 
Permit required by any Other Law; except in each case for noncompliance that would not have 
a Material Adverse Effect. Schedule 2.14 lists as of the date hereof all material Permits (other 
than Environmental Permits listed on Schedule 2.13.2 and Communications Licenses listed on 
Schedule 2.22.1) related to the Purchased Assets or operation of the Business. As of the date 
hereof, there is no Action pending or threatened in writing to revoke or materially limit any 
Permit listed on Schedule 2.14 which, if adversely determined, would have a Material Adverse 
Effect. 

2.15. Patents. Trademarks and Similar Rights. 

2.15.1. Intellectual Property.     Schedule  2.15.1   lists  all  Intellectual 
Property that is owned or licensed by Seller and used in the conduct of the Business as of the 
date hereof (other than Excluded Assets). Except as listed on Schedule 2.15.1, (a) Seller owns 
all right, title and interest in and to (i) the property listed on Schedule 2.15.1 and (ii) the Trade 
Name and Trademarks to be licensed pursuant to the Trademark License Agreement, (b) to 
Seller's Knowledge, Seller has not, on or prior to the date hereof, with respect to the conduct 
of the Business, infringed upon or misappropriated any Intellectual Property of any other 
Person, (c) as of the date hereof, there is no Action pending or threatened in writing asserting 
any infringement or misappropriation by Seller or which contests Seller's rights with respect to 
the (i) Intellectual Property listed on Schedule 2.15.1 or (ii) the Trade Name and Trademarks 
to be licensed pursuant to the Trademark License Agreement, as it relates to the Business, that 
would, if adversely determined, have a Material Adverse Effect, and (d) as of the date hereof, 
all licenses listed on Schedule 2.15.1 are valid and binding and in full force and effect except 
for such licenses the failure of which to be valid and binding and in full force and effect would 
not have a Material Adverse Effect. Seller has not granted to any other person or entity and, 
to Seller's Knowledge, no other person or entity has, any interest in (i) any of the Intellectual 
Property listed on Schedule 2.15.1, as licensee or otherwise, or (ii) the Trade Name to be 
licensed pursuant to the Trademark License Agreement. 
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2.15.2 Software.    Schedule 2.15.2 lists all software that is owned or 
licensed by Seller and that is material to the operation of telecommunications equipment used 
in the conduct of the Business as of the date hereof (other than Excluded Assets). Except as 
listed on Schedule 2.15.2, (a) Seller owns all right, title and interest in and to the software 
listed on Schedule 2.15.2, and (b) as of the date hereof, there is no Action pending or 
threatened in writing asserting any infringement or misappropriation by Seller or which 
contests Seller's rights with respect to the software listed on Schedule 2.15.2, that would, if 
adversely determined, have a Material Adverse Effect. Seller makes no representation to 
Buyer with respect to (a) the assignability to Buyer of any licensed software or source code or 
any enhancements thereto relating to the Business or (b) the capability of WestComm's or 
Seller's equipment, systems, software, data or databases relating to the Business to adapt or 
respond to the so-called Year 2000 Problem. 

2.16. Emplovees. 

2.16.1. Employees. Schedule 2.16.1 lists each Employee whose annual 
base salary was more than $100,000 for the year ended on the Balance Sheet Date, including 
each such person's name and current position or job classification. As soon as practicable after 
the date hereof Seller shall provide Buyer with a separate, confidential list of wage or salary 
and bonus information and date of hire for each Employee. 

2.16.2. Unions. There are no collective bargaining or other labor union 
agreements applicable to any Employees. As of the date hereof, no material work stoppage or 
material labor dispute against Seller in connection with the Business is pending or, to Seller's 
Knowledge, threatened and, to Seller's Knowledge, on the date hereof there is no related 
organizational activity by any Employees. As of the date hereof. Seller has not received any 
written notice of any unfair labor practice in connection with the Business, and, to Seller's 
Knowledge, no such complaints are pending before the National Labor Relations Board or 
other similar Governmental Authority. 

2.17. Emplovee Benefits. 

2.17.1. Employee Benefit Plans.  Schedule 2.17.1 lists the name of each 
written pension, retirement, profit-sharing, deferred compensation, bonus, incentive, 
performance, stock option, stock appreciation, phantom stock, stock purchase, restricted stock, 
medical, hospitalization, vision, dental or other health, life, disability, severance, termination, 
vacation, sick leave, leave of absence program or other employee benefit plan, program, 
arrangement, agreement or policy both domestically and internationally which currently covers 
any Employee as an employee of the Business and which is sponsored or maintained by Seller 
as of the date hereof (each, an "Employee Benefit Plan"). On the date hereof, each Employee 
Benefit Plan complies in all material respects, and has been operated and administered in all 
material respects, in accordance with all applicable requirements of all Laws, including ERISA 
and the Code, and no "reportable event," "prohibited transaction" (as such terms are defined in 
ERISA and the Code, as applicable) or termination has occurred with respect to any Employee 
Benefit Plan. Each Employee Benefit Plan intended to qualify under Section 401(a) of the Code 
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has received a ruling or determination letter concluding that such Employee Benefit Plan so 
qualifies and, to Seller's Knowledge, no event has occurred, amendment been adopted or 
action been taken that would cause such Employee Benefit Plan to lose its qualified status. 

2.17.2. Records. Seller has made available to Buyer copies of each 
Employee Benefit Plan and any amendments thereto and any related trust agreement, funding 
agreement and insurance contract relating thereto and, if applicable, (a) the most recent 
actuarial valuation report, (b) the last filed Form 5500 or 5500-C and Schedules thereto, (c) the 
summary plan description currently in effect for each Employee Benefit Plan and all material 
modifications thereto, (d) the last financial statements for each Employee Benefit Plan and its 
related trust, if any, (e) the most recent determination letter issued with respect to each 
Employee Benefit Plan, and (f) loan document for each New Employee under the 
Westinghouse Savings Program. 

2.17.3. Actions. Except as listed on Schedule 2.17.3, as of the date 
hereof, there are no Actions pending (other than routine claims for benefits) or, to Seller's 
Knowledge, threatened in writing by any Employee of the Business with respect to any 
Employee Benefit Plan. 

2.17.4. Funding. All contributions required by applicable Law or the 
Employee Benefit Plan to be made on or prior to the date hereof by Seller to an Employee 
Benefit Plan have been or will be made within the time prescribed by the applicable Law, or 
Employee Benefit Plan. As of the date hereof, there does not exist any accumulated funding 
deficiency within the meaning of either Section 412 of the Code or Section 302 of ERISA as to 
any Employee Benefit Plan, nor would there exist any such deficiency but for the application 
of an alternative minimum funding standard. On or prior to the date hereof, there has not been 
issued any waiver of the minimum funding standards imposed by the Code with respect to any 
such Employee Benefit Plan. Except as listed on Schedule 2.17.4, on the date hereof the fair 
market value of the assets of each Employee Benefit Plan that is a funded defined benefit 
pension plan equals or exceeds the actuarial present value of all accrued benefits under such 
Employee Benefit Plan, including early retirement subsidies, plant closing benefits and all 
other amounts considered to be benefit liabilities upon a standard termination of a defined 
benefit plan subject to Title IV of ERISA, with the said actuarial present value being 
determined by application of the actuarial methods and assumptions applied by such Employee 
Benefit Plan's enrolled actuary at the most recent annual valuation of such Employee Benefit 
Plan, plus all administrative expenses, fiduciaries' fees and similar charges payable by such 
Employee Benefit Plan, plus all Taxes, if any, payable from plan assets. 

2.17.5. Multiemployer and Multiple Employer Plans. On the date hereof, 
(a) except as listed on Schedule 2.17.5, no Employee Benefit Plan is a "multiple employer" 
plan within the meaning of Section 4063 or 4064 of ERISA, (b) no Employee Benefit Plan is a 
"multiemployer plan" within the meaning of Section 4001(a)(3) of ERISA or other applicable 
employee benefit legislation, (c) Seller does not have either primary or secondary liability 
under the provisions of Section 4204 of ERISA or any agreement entered into in accordance 
with the provisions of that Section and (d) Seller has not (i) engaged in any transaction that 
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could result in the imposition of any material liability pursuant to Section 4069 or 4212 of 
ERISA or (ii) incurred any material liability under or pursuant to Title I or IV of ERISA or the 
penalty or excise tax provisions of the Code relating to employee benefit plans, and no event or 
condition exists with respect to the operations of the Business that may result in the imposition 
of any material liability with respect to Buyer pursuant to Title I or IV of ERISA or the penalty 
or excise tax provisions of the Code relating to Employee Benefit Plans. 

2.17.6. Acceleration of Benefits. Except as listed on Schedule 2.17.6, the 
consummation of the transactions contemplated by this Agreement will not (a) provided Buyer 
fully complies with its obligations under Section 11, entitle any Employee or former Employee 
to severance, shutdown or permanent job separation pay or similar termination payments under 
any Employee Benefit Plan, or (b) result in any increase in the amount of compensation or 
benefits payable by Seller or accelerate the vesting or timing of payment of any benefits 
payable by Seller to or in respect of any Employee or former Employee or the beneficiary or 
dependent of any Employee or former Employee. 

2.18.   Taxes. 

2.18.1 Tax Returns. To Seller's Knowledge, all Tax Returns relating to 
the ownership or conduct of the Business that were required to be filed prior to the date hereof 
have been accurately prepared in all material respects and timely filed. Other than Taxes that 
are being contested in good faith and by appropriate proceedings, the following Taxes have 
been duly and timely paid: (a) all Taxes shown to be due on the Tax Returns; and (b) all 
deficiencies and assessments for any material amount of Taxes. To Seller's Knowledge, there 
are no Liens upon any of the Purchased Assets that have arisen as a result of any failure to pay 
Taxes. 

2.18.2 Tax Audits. Except as listed on Schedule 2.18.2, as of the date 
hereof (a) no unresolved issue has been raised with Seller in writing by any Governmental 
Authority in the course of any audit or other proceeding with respect to Taxes related to the 
ownership or conduct of the Business prior to the date hereof and (b) no taxing authority is 
now asserting or, to Seller's Knowledge, threatening to assert against Seller any deficiency or 
claim for additional Taxes or any adjustment of Taxes related to the ownership or conduct of 
the Business. 

2.18.3 Withholding Taxes. All amounts required to be withheld by the 
Seller from employees of the Business for income, social security and other payroll taxes have 
been collected and withheld, and have either been paid to the appropriate governmental 
agencies, set aside in accounts for such purpose, or accrued and reserved against and entered 
upon the books and records of the Seller. 

2.18.4 Tax Characteristics. None of the Purchased Assets constitutes 
tax-exempt financed property or tax-exempt use property within the meaning of Section 168 of 
the Code, and none of the Purchase Assets is subject to a lease, safe-harbor lease, or other 
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arrangement as a result of which the Seller is not treated as the owner for federal income tax 
purposes. 

2.19. Brokers. No Person is or will become entitled to receive any brokerage or 
finder's fee, advisory fee or other similar payment for the transactions contemplated by this 
Agreement by virtue of having been engaged by or acted on behalf of Seller. 

2.20. Customers. Schedule 2.20 hereto sets forth the twenty-five largest customers of 
the Business as of the date hereof based on revenues in the year ended December 31, 1997. As 
of the date hereof, and except as set forth on Schedule 2.20, all of the Contracts (including 
purchase orders) entered into with the customers set forth on Schedule 2.20 for the provision 
of telecommunications products and services {"Material Telecom Contracts'') are valid and 
binding and in full force and effect. As of the date hereof, there has been no breach of any 
Material Telecom Contract by Seller that would have a Material Adverse Effect, which breach 
has not been cured or waived. Except as set forth on Schedule 2.20 hereto, to Seller's 
Knowledge, no customer listed on Schedule 2.20 hereto has since the Balance Sheet Date 
threatened in writing to cancel or otherwise to terminate its relationship with WestComm. 

2.21 Suppliers. Schedule 2.21 hereto sets forth the ten largest suppliers of the 
Business as of the date hereof. Except as set forth on Schedule 2.21 hereto, to Seller's 
Knowledge, no supplier listed on Schedule 2.21 hereto has since the Balance Sheet Date 
threatened in writing to cancel or otherwise to terminate its relationship with WestComm. To 
Seller's Knowledge, except for the Shortfall Liability, Seller is not a party to any Contract, 
relating to the Business, with respect to which Seller's actual and projected usage as of the date 
hereof for its current contract year of telecommunications services provided to the Business 
under that Contract is expected to result in any contractual shortfall liability in excess of 
$200,000 in the aggregate. 

2.22.   Communications Licenses. 

2.22.1 Licenses^ All Communications Licenses relating to the Business and 
issued to Seller or its subsidiary CBS Communications Services Inc. are listed on Schedule 
2.22.1 hereto (collectively, the "Seller's Communications Licenses"). Seller's 
Communications Licenses set forth on Schedule 2.22.1 are all of the Communications Licenses 
legally required as of the date hereof for the conduct of the Business as now being conducted 
by Seller and, except as set forth on Schedule 2.22.1, as of the date hereof, each Seller's 
Communications License is in full force and effect, except in any such case where the failure 
to have obtained such Seller's Communications License, or to maintain such Seller's 
Communications License in full force and effect, would not have a Material Adverse Effect. 
All necessary applications for renewal or extension of any material Seller's Communications 
License have been timely filed by Seller. 

2.22.2 Actions,, Except as set forth on Schedule 2.22.2 hereto. Seller is in 
compliance with all Communications Laws applicable to the Business, except in each case for 
noncompliance that would not have a Material Adverse Effect. Except as set forth on Schedule 
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2.22.2 hereto, to Seller's Knowledge there are no allegations, complaints, charges, 
investigations, renewal or revocation hearings, or other proceedings that have been initiated or 
threatened in writing with respect to Seller's Communications Licenses. Except as set forth on 
Schedule 2.22.2 hereto, to Seller's Knowledge, Seller has not been the subject of, nor are there 
currently pending or threatened any "slamming" charges by, with or before any Governmental 
Authority against or affecting the Business. Seller on behalf of WestComm has not entered 
into any agreement or relationship that would cause it to be treated as an international 
"dominant carrier" under the FCC policies, rules and regulations. 

2.22.3 Exclusivity.  Except as set forth in this Section 2.22, Seller makes 
no express or implied representation or warranty in this Agreement concerning 
Communications Licenses or Communications Laws. 

ARTICLE 3 
REPRESENTATIONS AND WARRANTIES OF BUYER 

Buyer makes the following representations and warranties to Seller: 

3.1. Organization: Power and Authoritv. Buyer is a corporation duly organized, 
validly existing and in good standing under the laws of the State of Delaware. Buyer has all 
corporate power necessary to execute, deliver and perform its obligations under this 
Agreement and to consummate the transactions contemplated hereby. 

3.2. Authorization: Execution and Validity. The execution, delivery and 
performance by Buyer of this Agreement and each of the Operative Documents to be delivered 
at the Closing by Buyer and the consummation by Buyer of the transactions contemplated 
hereby and thereby have been duly authorized by all necessary corporate action. This 
Agreement and such Operative Documents have been or will be duly and validly executed and 
delivered by Buyer, constitute or will constitute a valid and binding obligation of Buyer and is 
or will be enforceable against Buyer in accordance with its respective terms. 

3.3. No Conflict: Buver Consents. Except as listed on Schedule 3.3, the execution, 
delivery and performance by Buyer of this Agreement will not (a) violate any Law, (b) violate 
any Charter Document of Buyer, (c) violate any Order to which Buyer is a party or by which it 
is bound, (d) breach any material Contract to which Buyer is a party or by which it is bound or 
(e) require any Consent from any Governmental Authority, other than (i) pursuant to the HSR 
Act and (ii) the Regulatory Consents required in connection with the transfer of the Business to 
Buyer. 

3.4. Litigation: Orders. There is no Action pending or, to Buyer's knowledge, 
threatened in writing affecting Buyer or any of its assets, operations or business which, if 
adversely determined, would have a material adverse effect on Buyer's ability to consummate 
the transactions contemplated by this Agreement.   Buyer is not subject to any Order which 
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would have a material adverse effect on Buyer's ability to consummate the transactions 
contemplated by this Agreement. 

3.5. Sufficient Funds.    Buyer has on the date hereof the financial capability to 
purchase the Purchased Assets subject to the Assumed Liabilities on the terms and subject to 
the conditions set forth in this Agreement, and will have such capability on the Closing Date. 
Buyer acknowledges  that its  obligations  under this  Agreement are  not contingent  or 
conditioned in any manner on obtaining any financing. 

3.6. Buyer's Qualifications to Operate the Business. Buyer knows of no facts or 
circumstances that would, under any existing Laws or the practice of any Governmental 
Authorities, disqualify Buyer from holding the Permits listed on Schedules 2.13, 2.14 or 2.22, 
where transferable; or from obtaining equivalent Permits, or from otherwise owning or 
operating the Business. To Buyer's knowledge, except as set forth on Schedule 3.6, there are 
no charges, investigations, renewal or revocation hearings, or other proceedings by or before 
any Governmental Authority that have been initiated or threatened in writing with respect to 
licenses held by Buyer or its Affiliates under Communications Laws. 

3.7. Brokers. No Person is or will become entitled to receive any brokerage or 
finder's fee, advisory fee or other similar payment for the transactions contemplated by this 
Agreement by virtue of having been engaged by or acted on behalf of Buyer. 

ARTICLE 4 
COVENANTS OF SELLER 

4.1. Cooperation by Seller. From the date hereof through the Closing Date, Seller 
shall use all reasonable efforts (a) to take all actions and to do all things necessary or advisable 
to consummate the transactions contemplated by this Agreement, (b) to cooperate with Buyer 
in connection with the foregoing, including using reasonable efforts to obtain all of the 
Consents and (c) subject to the other terms and conditions of this Agreement, to cause all the 
conditions set forth in Section 7.1, the satisfaction of which is in the reasonable control of 
Seller, to be satisfied on or prior to Closing; provided however, in each case Seller shall have 
no obligation to amend any Contract, to change any Permit, or unless Buyer shall pay the cost 
thereof, to make any payment to obtain any Consent. From and after the date hereof. Seller 
shall permit Buyer to discuss with the Employees listed on Schedule 2.3 hereto the terms and 
conditions of the offer of continued employment with respect to the Business which Buyer will 
make to such Employees following the Closing Date, provided that (i) such discussions shall 
not relieve Buyer of its obligations with respect to such Employees pursuant to Article 11 
hereof, (ii) the retention or non-retention of any such Employees after the Closing Date shall 
not be a condition to Buyer's obligations hereunder, and (iii) all such discussions shall be 
subject to the non-solicitation covenants of the Confidentiality Agreement (except to the extent 
permitted by this Section 4.1). All such discussions shall take place at reasonable times and on 
reasonable notice to Seller, and shall not unduly interfere with the conduct or operation of the 
Business by Seller.    In addition, if Seller intends to provide any written notice to the 
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Employees regarding Buyer or Buyer's intentions with respect to providing offers of 
employment to the Employees or the terms and conditions to be offered by Buyer to the 
Employees pursuant to Section 11.1, Seller shall provide Buyer with a copy of the proposed 
notice for Buyer's approval, which approval shall not be unreasonably withheld and shall be 
deemed given if not disapproved in writing within three (3) business days after such approval 
is requested. Except with the prior written consent of Seller, prior to the Closing Date Buyer 
shall not directly or indirectly communicate with any customer, supplier or Employee of the 
Business. 

4.2. Pre-Closing Access to Information. From the date hereof through the Closing 
Date, Seller shall afford to Buyer, its accountants and counsel access, in a reasonable manner, 
upon reasonable notice to Seller and at reasonable times, to the assets, books and records of 
Seller directly related to the Business; provided however, that (i) such access shall not unduly 
interfere with the conduct or operation of the Business and (ii) Buyer shall not have access to 
information that is subject to attorney-client privilege. Seller shall provide Buyer with all 
periodic operating and financial reports (including monthly financial statements and supporting 
documentation) and weekly traffic and sales reports which are generated in the operation of the 
Business in a manner consistent with prior practice and at the same time and in the same 
format as such reports are provided to the management of WestComm. Buyer shall have the 
right, (a) in the presence of Seller's representative, to discuss with the Employees listed on 
Schedule 2.3 issues reasonably related to the integration of the Business with the Buyer's 
business provided that such discussions shall take place at reasonable times and on reasonable 
prior notice to Seller and such discussions will not unduly interfere with the conduct or 
operation of the Business by Seller and (b) to have Buyer's President discuss with 
WestComm's President, on a weekly basis, issues related to the operation of the Business (and, 
if discussion of such issues reasonably requires the participation of other management 
personnel of WestComm, WestComm's President shall make such other management personnel 
available for such purpose), provided that such discussions will not unduly interfere with the 
conduct or operation of the Business of Seller. Seller shall respond to any request by Buyer 
for information pursuant to this Section 4.2 within three (3) business days. Buyer agrees that 
all information pertaining to the Business which has been or is hereafter disclosed to Buyer 
remains subject to the terms of the Confidentiality Agreement. Buyer shall direct all requests 
for information to: 

Paul H. Barry 
Director, Corporate Finance 
CBS Corporation 
11 Stanwix Street 
Pittsburgh, PA 15222 
Phone: (412) 642^014 
Fax: (412) 642-5751 

4.3. Conduct of Business. 
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4.3.1. Ordinary Course. From the date hereof through the Closing Date, 
Seller, in connection with the conduct of the Business, shall use reasonable efforts to: (a) 
preserve the relationships with its Employees and material suppliers and customers; (b) 
maintain existing excess liability insurance coverage in accordance with Seller's past practices 
of self-insuring against losses; (c) perform its obligations under the Material Contracts, 
Material Telecom Contracts and material Permits in all material respects; (d) comply with all 
applicable Laws in all material respects; and (e) carry on the Business in the ordinary course 
and consistent with past practices. 

4.3.2. Prohibited Actions. Except as otherwise required or permitted by this 
Agreement, between the date of this Agreement and the Closing Date, Seller shall not, in 
connection with the conduct of the Business, without the prior written consent of Buyer: 

(a) Incur or guaranty any debt relating to the Business in excess of 
$50,000 in the aggregate, except accounts payable incurred in the ordinary course of business; 

(b) Sell, assign or transfer, or permit the creation of any Lien (except 
Permitted Liens) on, any of the Purchased Assets, except any such assets sold, assigned or 
transferred in the ordinary course of business consistent with past practice; 

(c) Enter into, amend, renew or terminate any Material Contract or 
Material Lease relating to the Business, except in the ordinary course of business, provided 
that if such Material Contract or Material Lease relating to the Business would have resulted or 
may reasonably be expected to result in the payment or receipt of $100,000 or more during any 
twelve (12) month period following the effective date thereof Buyer's approval thereof shall be 
required; 

(d) Increase the rate of compensation for any Employee, except for 
customary merit, bonus, cost-of-living and promotional increases consistent with past practices 
of Seller in the conduct of the Business, or promote or hire any Employee whose annual base 
salary is or upon such promotion or hiring would be more than $100,000; 

(e) Waive any material right, forgive any material debt or release any 
claim relating to the Business, except in the ordinary course of business consistent with past 
practice; 

(f) Accelerate or delay the sale of products or services of the 
Business or the collection of accounts receivable of the Business, except in the ordinary course 
of business consistent with past practice; 

(g) Make any change in accounting methods or principles or cost 
allocation procedures that materially affects the financial statements of WestComm, except as 
required by GAAP; or 

#58349v07 22 



(h)      Agree to take any of the actions described in Sections 4.3.2(a) 
through 4.3.2(g). 

4.3.3 Telecom Contracts. In the event that between the date of this Agreement 
and the Closing Date Seller desires to enter into, amend (other than a price increase for 
purposes of reducing or eliminating projected losses), renew or terminate (other than by 
expiration of its term) any Telecom Contract that would have resulted or may reasonably be 
expected to result in the payment or receipt by the Business of $100,000 or more during any 
twelve (12) month period following the effective date thereof, Seller shall provide Buyer with 
written notice of such proposed action, including copies of any related documentation. If, 
within three (3) business days of receipt of Seller's notice. Buyer approves such proposed 
action in writing or fails to deliver to Seller a written objection to such proposed action, then 
Buyer shall be deemed to have consented to the proposed action. If, within such three (3) 
business day period. Buyer delivers a written objection to the proposed action, such objection 
shall be accompanied by Buyer's written recommendation concerning Seller's proposed action 
with respect to such Telecom Contract or proposed Telecom Contract. Seller, following 
receipt of Buyer's recommendation, shall not unreasonably refuse to comply with Buyer's 
recommendation, provided that Seller shall not be deemed unreasonable if Buyer's 
recommendations would require Seller to assume any liability or obligation not contemplated 
by Seller's proposed action or shall result in Seller incurring any losses not contemplated by 
Seller's proposed action (other than nominal liability, obligation or loss). 

4.3.4. Buyer's Consent. 

(a) If Seller gives written notice to Buyer that Seller proposes to take 
any action for which Buyer's consent is required under Section 4.3.2 and if Buyer has not 
delivered to Seller a written objection to such proposed action within three (3) business days of 
Seller's notice, then Buyer shall be deemed to have consented to such proposed action. 
Buyer's consent to any such proposed action shall not be unreasonably withheld. 

(b) For purposes of Section 4.3.2 and Section 4.3.3, Buyer hereby 
designates Ed Thomas as the person who shall have authority to provide any approval to be 
given thereunder on behalf of Buyer. 

4.3.5 MCI. Following receipt by Seller of the Consent of MCI 
Telecommunications Corporation ("MCI") to the transfer and assignment of the MCI Contract, 
Buyer and Seller agree to cooperate with each other in order to permit Buyer to seek to 
renegotiate the terms of the MCI Contract, effective following the Closing Date. The 
renegotiation of the MCI Contract shall not be a condition to Buyer's obligations hereunder. 
Seller will, upon Buyer's request, arrange for meetings between representatives of the Parties 
and the appropriate representatives of MCI at times to be reasonably agreed upon by the 
Parties (subject to the availability of MCI's representatives). Seller agrees to commence its 
efforts to obtain MCI's Consent promptly following the execution of this Agreement. 
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4.3.6 Trademark License. Between the date of this Agreement and the Closing 
Date, Seller agrees to review any request of Buyer pursuant to Section 2.4 of the Trademark 
License Agreement, as if the provisions of Section 2.4 of the Trademark License Agreement 
were in effect at such time. If Seller shall approve any such use, such provisions shall be 
reflected in the Trademark License Agreement to be executed at Closing. In no event shall 
Buyer use the Trade Name or Trademarks for any purpose prior to the Closing Date 
hereunder. 

4.4. Supplements to Schedules. If between the date hereof and the Closing Date 
Seller becomes aware that any of its representations and warranties in this Agreement was 
inaccurate when made or if during such period, to Seller's Knowledge, any event occurs or 
condition changes that causes any of Seller's representations and warranties in this Agreement 
to be inaccurate, then Seller shall notify Buyer thereof in writing and shall furnish Buyer with 
a supplement the schedules hereto to account for any such inaccuracy, event or change. Any 
such supplement to the schedules shall be deemed to cure any breach of the representations and 
warranties made by Seller in this Agreement unless, within five (5) business days of receipt 
thereof (or, if Buyer requests additional information regarding such inaccuracy, event or 
change within such five business day period, then within three (3) business days of receipt of 
such additional information, or such additional period of time as may be reasonable in such 
circumstances, not to exceed ten (10) business days). Buyer objects to such supplement and the 
inaccuracy, event or change therein (together with any other inaccuracy, event or change 
previously disclosed in a supplement that Buyer has not objected to hereunder, on a cumulative 
basis) has a Material Adverse Effect. 

ARTICLE 5 
COVENANTS OF BUYER 

5.1. Cooperation by Buyer. From the date hereof through the Closing Date, Buyer 
shall use all reasonable efforts (a) to take all actions and to do all things necessary or advisable 
to consummate the transactions contemplated by this Agreement, (b) to cooperate with Seller in 
connection with the foregoing, including using reasonable efforts to obtain all of the Consents 
and (c) subject to the other terms and conditions of this Agreement, to cause all the conditions 
set forth in Section 7.2, the satisfaction of which is in the reasonable control of Buyer, to be 
satisfied on or prior to Closing. 

5.2. Pre-Closing Access to Information. Buyer shall comply with the limitations on 
the disclosure and use of information set forth in the Confidentiality Agreement with respect to 
the information that Seller provides to Buyer in and pursuant to this Agreement. Buyer shall 
not contact any Employee (except as otherwise provided in Section 4.1) or conduct any soil, 
groundwater or other environmental sampling in connection with the transactions contemplated 
hereby without the prior written consent of Seller. Buyer shall refrain from imposing any 
undue burden upon Seller and from interfering with the operations and conduct of the 
Business. 
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ARTICLE 6 
MUTUAL COVENANTS 

6.1. HSR Act Compliance. Promptly after the date hereof, each Party shall file any 
notification required to be filed under the HSR Act to consummate the transactions 
contemplated hereby, and shall request early termination of the waiting period thereunder. 
The Parties shall use all reasonable efforts to comply as promptly as practicable with any 
request made pursuant to the HSR Act for additional information. Each Party shall reasonably 
cooperate with the other Party in such compliance. Buyer shall pay the statutory filing fees 
required by the HSR Act. 

6.2. Consents to Assignment of Leases and Contracts. 

6.2.1. Cooperation and Reasonable Efforts. Each Party hereby agrees to use 
reasonable efforts, to take reasonable actions (including Buyer's delivery to third parties of 
RSL's audited financial statements), and to cooperate with each other as may be necessary to 
obtain Consents to transfer and assign the Encumbered Instruments. Buyer shall, if required 
by any third party in order to obtain a Consent to transfer and assign an Encumbered 
Instrument, provide or cause RSL to provide a third party with reasonable financial assurances 
of Buyer's performance of the obligations arising under the Encumbered Instrument associated 
with a Consent. Except as expressly provided herein, neither Party shall be required to pay 
any sum, to incur any obligation or to agree to any amendment of any Encumbered Instrument 
in order to obtain any such Consent to transfer and assign the Encumbered Instrument. It is 
understood that Buyer shall not initiate contact with any third party (concerning any of the 
transactions contemplated hereby or the Business) in order to obtain a Consent or otherwise, 
without the prior written consent of Seller. 

6.2.2. Pre-Closing; Required Consents. Schedule 6.2.2 lists the Encumbered 
Instruments to which a Consent to transfer and assign must be obtained from the appropriate 
third party prior to Closing (the "Required Consents"). Except for the Required Consents, the 
obtaining of any Consents related to the Encumbered Instruments shall not be a condition to 
Closing, and Closing shall occur irrespective of whether any such Consent has been obtained. 
The Parties agree to act in good faith and to use reasonable efforts, within thirty (30) days after 
the date of this Agreement, to revise Schedule 6.2.2 to reduce the number of Required 
Consents. 

6.2.3. Post-Closing Efforts to Obtain Consents. In the event any Consent 
necessary to effect the transfer and assignment of any Encumbered Instrument is not obtained 
on or prior to Closing (other than a Required Consent, the receipt of which on or prior to the 
Closing has not been waived by Buyer and Seller), each Party will, for a period of one (1) year 
following the Closing Date, (a) abide by the requirements of Section 6.2.1 and (b) cooperate 
with each other in any lawful and reasonable arrangement to provide that Buyer shall receive 
the benefits under any Encumbered Instrument not assigned and transferred at Closing by 
reason of the failure to obtain such Consent (a "Non-Transferred Instrument"), including, if 
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necessary, at the request and expense (unless any such failure of performance by a third party 
is due to the failure to obtain the Consent of such third party to the transfer and assignment of 
the Non-Transferred Instrument) of Buyer, enforcing performance by any third party of its 
obligations in respect of such Non-Transferred Instrument; provided that, to the extent the 
Parties are successful in providing the material benefits of any Non-Transferred Instrument to 
Buyer, Buyer shall pay, honor and discharge when due all Liabilities of Seller related thereto 
to the extent the Liabilities were incurred after the Closing Date. Seller shall immediately 
transfer and assign to Buyer any Non-Transferred Instrument for which a Consent has been 
received, and the Parties shall mutually agree on an appropriate reconciliation, if any, between 
them as if the Encumbered Instrument had been an Assumed Contract on the Closing Date and 
the current assets and current liabilities associated with such Assumed Contract had been 
reflected on the Statement of Working Capital, as further adjusted after giving effect to all 
liabilities (including Liabilities paid pursuant to the preceding sentence) and benefits received 
or incurred by either Party relating to such Encumbered Instrument since the Closing Date 
(and the Parties shall use reasonable efforts to agree on an appropriate methodology for 
calculating such reconciliation prior to the Closing Date). 

6.2.4. No Assignment. Notwithstanding anything to the contrary in this 
Agreement, Seller shall not transfer or assign any interest in any Encumbered Instrument, and 
Buyer shall not assume any Liability arising thereunder or resulting therefrom, if an 
assignment or transfer or an attempt to make an assignment or transfer of such Encumbered 
Instrument without the Consent of a third party would constitute a breach or violation thereof 
or a violation of Law, or affect adversely the rights of Buyer or Seller thereunder, until such 
Consent has been obtained. 

6.3.     Permits. 

6.3.1. Cooperation and Reasonable Efforts. Each Party hereby agrees to use 
reasonable efforts, to take reasonable actions (including Buyer's delivery to any Governmental 
Authority of RSL's audited financial statements) and to cooperate with each other as may be 
necessary to transfer to Buyer, or assist Buyer in obtaining, all Permits required to conduct the 
Business. On or as soon as practicable after the date hereof, each Party shall file, separately or 
jointly with the other Party, as the case may be, all applications necessary to transfer or obtain 
the Permits. Each Party shall use reasonable efforts to resolve such objections, if any, as may 
be asserted by any Governmental Authority with respect to the applications contemplated 
hereby. Buyer shall, if required by any Governmental Authority, provide or cause RSL to 
provide the Governmental Authority with reasonable financial assurances of Buyer's 
performance of the obligations associated with a Permit. Buyer shall pay all filing fees and its 
own expenses incurred in connection with transferring or obtaining all Permits. 

6.3.2. Pre-Closing; Required Permits. Schedule 6.3.2 lists the 
Communications Licenses, Environmental Permits, and other Permits with respect to which a 
Consent must be obtained at or prior to Closing (the "Required Permits"). Except for the 
Required Permits, the transfer or issuance to Buyer of any Permit shall not be a condition to 
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Closing, and Closing shall occur irrespective of whether any such Permit has been transferred 
or obtained. 

6.3.3. Post-Closing Efforts to Obtain Permits; Agreement to Cooperate, (a) In 
the event any Permit (including any Communications License) is not obtained on or prior to 
Closing (other than a Required Permit, the receipt of which on or prior to the Closing has not 
been waived by Buyer and Seller), each Party will, for a period of one (1) year following the 
Closing Date, (a) abide by the requirements of Section 6.3.1 and (b) cooperate with each other 
in any lawful and reasonable arrangement to provide that Buyer shall receive the benefits under 
any Permit not transferred to or obtained by Buyer at Closing (a "Non-Transferred Permit") 
or, if not feasible, to permit Seller to retain temporarily the assets subject to any such Non- 
Transferred Permit; provided that, to the extent the Parties are successful in providing the 
material benefits of any Non-Transferred Permit to Buyer, Buyer shall pay, honor and 
discharge when due all Liabilities of Seller related thereto to the extent the Liabilities were 
incurred after the Closing Date. Seller shall immediately transfer and assign to Buyer any 
Non-Transferred Permit for which a Consent has been received. 

(b) Without limiting the generality of the foregoing, the Parties agree 
to use reasonable efforts and to cooperate with each other, in good faith, (i) in order to arrive, 
within thiny (30) days after the date of this Agreement, at a mutually acceptable arrangement 
to permit Seller to retain temporarily and/or continue to manage the assets subject to any Non- 
Transferred Permit (other than a Required Permit) and (ii) to revise Schedule 6.3.2 to reduce 
the number of Required Permits, provided that any such arrangement or revision shall, in the 
opinion of counsel of each Party, be lawful under all Laws governing or relating to the 
telecommunications, communications or broadcasting industries and Other Laws and shall not, 
in the case of such Party, expose such Party or its Affiliates to any risk of forfeiture, penalty, 
revocation, non-renewal or termination with respect to any license or license application 
granted or pending under any Laws governing or relating to the telecommunications, 
communications or broadcasting industries. 

6.3.4. No Assignment. Notwithstanding anything to the contrary in this 
Agreement, Seller shall not transfer or assign any interest in any Permit, and Buyer shall not 
assume any Liability arising thereunder or resulting therefrom, if an assignment or transfer or 
an attempt to make an assignment or transfer of such Permit without the Consent of a 
Governmental Authority would constitute a breach or violation thereof or a violation of Law, 
or affect adversely the rights of Buyer or Seller thereunder, until such Consent has been 
obtained. 

6.4. Taxes. Following the Closing Date, Seller and Buyer shall provide each other 
with such assistance as may reasonably be requested by them in connection with the 
preparation of any Tax Return, any Tax audit or other examination by any Governmental 
Authority, or any judicial or administrative proceedings related to liability for Taxes. Seller 
and Buyer shall retain (except for books and records delivered by Seller to Buyer pursuant to 
this Agreement) and provide each other with any records or information which may be relevant 
to such preparation, audit, examination, proceeding or determination.   Such assistance shall 
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include making employees available on a mutually convenient basis to provide and explain 
such records and information, and shall include providing copies of any relevant returns and 
supporting work schedules. The Party requesting assistance hereunder shall reimburse the 
other for reasonable out-of-pocket expenses incurred in providing such assistance. 

6.5. Books and Records. 

6.5.1. Access. For a period often (10) years after Closing, each Party shall 
provide the other Party with reasonable access during normal business hours to its books and 
records relating to the Business (other than books and records protected by the attorney-client 
privilege) to the extent that they relate to the condition or operation of the Business prior to 
Closing and are requested by such Party to prepare its Tax Returns, to respond to Third Party 
Claims or for any other legitimate purpose specified in writing. Each Party shall have the 
right, at its own expense, to make copies of any such books and records. 

6.5.2. Destruction. Neither Party shall dispose of or destroy any books and 
records relating to the Business to the extent that they relate to the condition or operation of the 
Business prior to Closing without first offering to turn over possession thereof to the other 
Party by written notice at least ninety (90) days prior to the proposed date of disposition or 
destruction. 

6.5.3. Confidentiality. Each Party may take such action as it deems reasonably 
appropriate to separate or redact information unrelated to the Business from documents and 
other materials requested and made available pursuant to this Section 6.5 and may condition 
the other Party's access to documents and other materials that it deems confidential to the 
execution and delivery of an agreement by the other Party not to disclose or misuse such 
information. 

6.5.4. Assistance. Each Party shall, upon written request and at the requesting 
Party's expense, make personnel available to assist in locating and obtaining any books and 
records relating to the Business and make personnel available whose assistance, participation 
or testimony is reasonably required in anticipation of, preparation for or the prosecution or 
defense of any Third Party Claim in which the other Party does not have any adverse interest. 

6.6. Supplemental Agreements. At Closing Seller and Buyer shall enter into or, with 
respect to Section 6.6(a), Seller will cause its appropriate affiliate to enter into, the following 
agreements: 

(a)(i) Lease agreement in substantially the form attached hereto as 
Exhibit 6.6(a)(i) with respect to a portion of the Owned Real Property and (ii) sublease 
agreements with respect to those premises set forth in Schedule 6.6(a), in a form mutually 
agreed by the Parties, as appropriate to the applicable jurisdiction, it being understood that 
Buyer shall assume obligations with respect to such premises commensurate with the 
obligations incurred by the Business prior to the Closing Date) (collectively, the "Lease 
Agreements"); 
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(b) Trademark License Agreement in substantially the form attached 
hereto as Exhibit 6.6(b) (the "Trademark License Agreement"); 

(c) Transitional Services Agreement in substantially the form 
attached hereto as Exhibit 6.6(c) (the "Transitional Services Agreement'"), which Transitional 
Services Agreement shall be completed by the parties prior to the Closing to reflect those 
services constituting Excluded Assets pursuant to Section 1.2(e)(ii) that Buyer elects to include 
therein or otherwise agreed by the parties to be included therein (including but not limited to 
medical, dental and basic life insurance (in each case other than retiree benefits), short-term 
disability, accidental death and dismemberment and travel accident insurance and payroll 
services), other than the provision of Seller's cash, legal services or research and development 
services; all of such services provided by Seller shall be charged to Buyer at 100% of Seller's 
all-in cost (115% with respect to any services provided more than nine months after the 
Closing Date), net of amounts received by Seller on account thereof from third parties, 
including employees, and shall be provided by Seller for a term not to exceed one year from 
the Closing Date (except with respect to the employee benefit, insurance and payroll services 
described in the parenthetical clause above, which shall be provided by Seller until not later 
than December 31, 1998); and 

(d) Non-Competition Agreement in substantially the form attached 
hereto as Exhibit 6.6(d) (the "Non-Competition Agreement"). 

6.7. Further Assurances. Subject to the other terms and conditions of this 
Agreement, at any time and from time to time, whether before or after Closing, each Party 
shall execute and deliver all instruments and documents and take all other action that the other 
Party may reasonably request to consummate or to evidence the consummation of the 
transactions contemplated by this Agreement. 

ARTICLE? 
CONDITIONS PRECEDENT TO CLOSING 

7.1. Conditions Precedent to Buyer's Obligations. The obligation of Buyer to 
consummate the transactions contemplated by this Agreement shall be subject to the 
satisfaction of the following conditions, any of which may be waived in writing by Buyer. 

7.1.1. Accuracy of Representations and Warranties. The representations and 
warranties made by Seller in this Agreement shall be true and correct as of the Closing Date, 
other than representations and warranties made as of a specified date, which shall be true and 
correct as of the specified date, and except for breaches and inaccuracies that do not, 
individually or in the aggregate, have a Material Adverse Effect. 
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7.1.2. Performance of Covenants. Seller shall have performed and complied in 
all material respects with all covenants and agreements required by this Agreement to be 
performed by Seller prior to or at Closing. 

7.1.3. Deliveries. Seller shall have delivered to Buyer the documents required 
by Section 8.2. 

7.1.4. Compliance with HSR Act. All applicable waiting periods under the 
HSR Act shall have expired or been terminated. 

7.1.5. Required Consents and Required Permits. Each of the Required 
Consents and Required Permits shall have been obtained. 

7.1.6. No Order. No Order shall be in effect, forbidding or enjoining the 
consummation of the transactions contemplated hereby. 

7.1.7. No Material Change. Excluding (i) any change resulting from general 
economic and industry conditions, or (ii) relating to the renewal, non-renewal or termination 
(or any threatened or announced non-renewal or termination) or terms of renewal of any 
Telecom Contracts, or (iii) relating to any resignation or threatened or announced resignation 
of any Employee or Employees, or (iv) any change resulting from Buyer's disapproval of any 
action proposed to be taken by Seller pursuant to Section 4.3.2 or 4.3.3 or compliance by 
Seller with any recommendation of Buyer pursuant to Section 4.3.3, there shall have been no 
change between the date of this Agreement and the Closing Date in the Business, that has 
resulted or is likely to result in, a Material Adverse Effect (provided, with respect to this 
Section 7.1.7, that any inaccuracy, event or change disclosed to Buyer pursuant to Section 4.4 
that is not objected to by Buyer in accordance with Section 4.4 shall not be deemed to have 
resulted or be likely to result in a Material Adverse Effect). 

7.2. Conditions Precedent to Seller's Obligations. The obligation of Seller to 
consummate the transactions contemplated by this Agreement shall be subject to the 
satisfaction of the following conditions, any of which may be waived in writing by Seller. 

7.2.1. Accuracy of Representations and Warranties. The representations and 
warranties made by Buyer in this Agreement shall be true and correct as of the Closing Date 
other than representations and warranties made as of a specific date, which shall be true and 
correct as of the specified date, except for breaches and inaccuracies that do not, individually 
or in the aggregate, have a material adverse effect on or with respect to Seller or the 
transactions contemplated by this Agreement. 

7.2.2. Performance of Covenants. Buyer shall have performed and complied in 
all material respects with all covenants and agreements required by this Agreement to be 
performed by Buyer prior to or at Closing. 
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7.2.3. Deliveries.    Buyer shall have delivered to Seller the payments and 
documents required by Section 8.3. 

7.2.4. Compliance with HSR Act.    All applicable waiting periods under the 
HSR Act shall have expired or been terminated. 

7.2.5. Required Consents and Required Permits.     Each of the Required 
Consents and Required Permits shall have been obtained. 

7.2.6. No Order.   No Order shall be in effect forbidding or enjoining the 
consummation of the transactions contemplated hereby. 

7.3. If Conditions Not Satisfied. In the event that any of the conditions set forth in 
this Article 7 are not- satisfied, and the Parties nevertheless consummate the transactions 
contemplated by this Agreement to take place at Closing, the Parties shall be deemed to have 
waived any claim for damages or other relief arising from or in connection with such non- 
satisfaction. 

ARTICLE 8 
CLOSING 

8.1. Time and Place. On the terms and subject to the conditions contained in this 
Agreement, Closing shall take place at the offices of Seller located at 11 Stanwix Street, 
Pittsburgh, Pennsylvania, or at the offices of Seller's outside counsel, Akin, Gump, Strauss, 
Hauer & Feld, L.L.P., located at 590 Madison Avenue, New York, New York (as Seller may 
elect) at 10:00 a.m. local time on the second business day following the fulfillment or waiver 
of each of the conditions contained in Article 7, or at such other time and place as the Parties 
may mutually agree upon in writing (the "Closing Date"). Closing shall be effective at 11:59 
p.m. on the Closing Date. 

8.2. Deliveries bv Seller. At Closing, Seller shall deliver to Buyer the following: 

(a) Executed deeds, bills of sale, endorsements, assignments, registrations 
and other instruments of transfer and conveyance, all in form and substance reasonably 
satisfactory to counsel for Buyer, as shall be effective to vest in Buyer all right, title and 
interest in the Purchased Assets, free and clear of all Liens (other than Permitted Liens), and 
all Contracts, Leases and other books and records constituting the Purchased Assets; 

(b) A Certificate of Good Standing of Seller dated within ten (10) business 
days of the Closing Date issued by the Secretary of State of the Commonwealth of 
Pennsylvania; 

(c) A certificate of the Secretary or Assistant Secretary of Seller dated- the 
Closing Date certifying (i) Seller's Charter Documents and good standing, (ii) the adoption of 
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resolutions by Seller's board of directors authorizing the transactions contemplated by this 
Agreement and (iii) the incumbency and signatures of officers of Seller authorized to execute 
this Agreement and all other documents, instruments and agreements to be executed by Seller 
as contemplated by this Agreement; 

(d) A certificate of an executive officer of Seller dated the Closing Date 
certifying the satisfaction of the conditions set forth in Sections 7.1.1, 7.1.2 and 7.1.7; 

(e) A receipt for the payment of the Purchase Price; 

(f) A written opinion addressed to Buyer from counsel for Seller, who may 
be an attorney in the Office of the General Counsel of Seller, substantially in the form attached 
hereto as Exhibit 8.2(f); 

(g) The Lease Agreements, duly executed by Seller; 

(h)      The Trademark License Agreement, duly executed by Seller; 

(i)       Transitional Services Agreement, duly executed by Seller; 

(j)       The Non-Competition Agreement, duly executed by Seller; 

(k) An amendment of the CBS media group telecommunications contract, 
extending the term thereof until May 31, 2002. 

(I) An amendment of the CBS industrial and technologies group 
telecommunications contract, extending the term thereof until May 31, 2002; provided, 
however that this contract extension shall not include CBS' Power Generation Business Unit; 
and 

(m) Such other documents, instruments and certificates as Buyer may 
reasonably request for the transactions contemplated by this Agreement. 

8.3.     Deliveries bv Buyer. At Closing, Buyer shall deliver to Seller the following: 

(a) The Closing Payment, in the manner required by Section 1.3.2; 

(b) An instrument of assumption by Buyer of the Assumed Liabilities and 
the Assumed Contracts, in form and substance reasonably satisfactory to counsel for Seller; 

(c) A Certificate of Good Standing of Buyer dated within ten (10) business 
days of the Closing Date issued by the Secretary of State of the State of Delaware. 

(d) A certificate of the Secretary or Assistant Secretary of Buyer dated, the 
Closing Date certifying (i) Buyer's Charter Documents and good standing, (ii) the adoption of 
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resolutions by Buyer's board of directors authorizing the transactions contemplated by this 
Agreement and (iii) the incumbency and signatures of officers of Buyer authorized to execute 
this Agreement and all other documents, instruments and agreements to be executed by Buyer 
as contemplated by this Agreement; 

(e) A certificate of an executive officer of Buyer dated the Closing Date 
certifying the satisfaction of the conditions set forth in Sections 7.2.1 and 7.2.2; 

(f) A   written  opinion  addressed   to   Seller   from  counsel   for   Buyer, 
substantially in the form attached hereto as Exhibit 8.3(f); 

(g) The Lease Agreements, duly executed by Buyer; 

(h)      The Trademark License Agreement, duly executed by Buyer; 

(i)       The Transitional Services Agreement, duly executed by Buyer; 

(j)       The Non-Competition Agreement, duly executed by Buyer; and 

(k)      Such other documents,   instruments  and  certificates  as  Seller may 
reasonably request for the transactions contemplated by this Agreement. 

ARTICLE 9 
TERMINATION PRIOR TO CLOSING DATE 

9.1. Termination. This Agreement may be terminated prior to the Closing Date only 
as follows: 

(a) By the mutual written consent of the Parties; 

(b) By either Party immediately upon written notice to the other Party, if 
Closing has not occurred on or before July 31, 1998; provided however, if any Required 
Consent or Required Permit has not been obtained prior to such date, then either Buyer or 
Seller may elect to extend the date specified in this Section 9.1(b) to a date not later than 
August 31, 1998 by written notice delivered to the other Party prior to July 31, 1998; or 

(c) By either Party immediately upon written notice to the other Party if an 
Order is issued that enjoins or prohibits the Closing and becomes final and non-appealable. 

9.2. Effect of Termination. If this Agreement terminates pursuant to Section 9.1, no 
Party shall have any liability or obligation to the other Party, except with respect to the 
confidentiality obligations set forth in the Confidentiality Agreement. Notwithstanding the 
foregoing, such termination shall not relieve any Party of liability for any breach of this 
Agreement, except that neither Buyer nor Seller shall be liable for Consequential Damages. 
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ARTICLE 10 
INDEMNIFICATION AND PROCEDURES 

10.1. Indemnification bv Seller. Subject to the other provisions of this Article 10, 
from and after the Closing Date Seller shall indemnify and hold Buyer, its Affiliates and their 
respective employees, representatives, officers, directors, shareholders and agents (the "Buyer 
Indemnitees") harmless from and against any and all Damages suffered by any Buyer 
Indemnitee arising out of: 

(a) the breach of any representation or warranty made by Seller in this 
Agreement or in any Operative Document or in any certificate required to be executed and 
delivered by Seller at Closing pursuant to this Agreement; 

(b) the failure of Seller to perform any covenant or obligation by Seller 
contained in this Agreement or in any Operative Document or any other agreement required to 
be executed and delivered by Seller at Closing pursuant to this Agreement; and 

(c) the failure of Seller to pay and perform any of the Excluded Liabilities. 

10.2. Indemnification bv Buver. Subject to the other provisions of this Article 10, 
from and after the Closing Date Buyer shall indemnify and hold Seller and its respective 
employees, representatives, officers, directors, shareholders and agents (the "Seller 
Indemnitees") harmless from and against any Damages suffered by any Seller Indemnitee 
arising out of: 

(a) the breach of any representation or warranty made by Buyer in this 
Agreement or in any Operative Document or in any certificate required to be executed and 
delivered by Buyer at Closing pursuant to this Agreement; 

(b) the failure of Buyer to perform any covenant or obligation by Buyer 
contained in this Agreement or in any Operative Document or any other agreement required to 
be executed and delivered by Buyer at Closing pursuant to this Agreement; 

(c) the failure of Buyer to pay and perform any of the Assumed Liabilities or 
Assumed Contracts; and 

(d) the ownership of the Purchased Assets and the operation or conduct of 
the Business following the Closing Date. 

10.3. Notice of Claims. Any person entitled to indemnification pursuant to Section 
10.1 or Section 10.2 (an "Indemnitee") shall promptly give written notice to the indemnifying 
party (the "Indemnitor") after obtaining knowledge of any claim that it may have pursuant to 
this Article 10.   Such notice shall set forth in reasonable detail the claim and the basis for 
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indemnification. A failure to give timely notice as provided in this Section will not affect the 
rights or obligations of the Indemnitor or an Indemnitee hereunder except to the extent that, as 
a result of such failure to provide timely notice, the Indemnitor is deprived of its right to 
recover any payment under its applicable insurance coverage or was materially prejudiced as a 
result of such failure. 

10.4.   Third Party Claims. 

10.4.1. Right to Assume Defense. An Indemnitee shall permit the 
Indemnitor to assume and control (at the Indemnitor's sole cost) the defense of a claim or 
Action arising from or involving a third party (a "Third Party Claim") unless (a) the 
Indemnitor fails to promptly provide to an Indemnitee written notice of its election to assume 
defense of the Third Party Claim, (b) an Indemnitee shall have been advised by counsel that a 
conflict of interest exists between the Indemnitee and the Indemnitor with respect to the Third 
Party Claim or with respect to any legal defense which may be available (c) the Indemnitor 
fails to provide to the Indemnitee reasonable assurance of its financial capability to defend the 
Third Party Claim and to provide indemnification with respect thereto, (d) the Indemnitee, in 
good faith, objects to the Indemnitor's choice of counsel, (e) the Indemnitee, in good faith, 
believes that the Indemnitor is not diligently conducting the defense of the Third Party Claim, 
or (0 the Indemnitor fails to provide a written acknowledgment of its obligation to indemnify 
the Indemnitee with respect to the Third Party Claim. An Indemnitee may participate in the 
defense or settlement of a Third Party Claim of which the Indemnitor has assumed the defense, 
provided however, that such participation must be conducted through counsel retained at the 
Indemnitee's expense. 

10.4.2. Settlement of Third Party Claims. The Indemnitor shall not 
consent to entry of any judgment or enter into any settlement without the prior written consent 
of the Indemnitee, which consent shall not be unreasonably withheld, provided however, the 
Indemnitor may consent to entry of any judgment or enter into any settlement without the 
written consent of the Indemnitee so long as the judgment or settlement includes an 
unconditional and complete release of the Indemnitee (without any Liability whatsoever to any 
Indemnitee) by the claimant or plaintiff making the Third Party Claim, which release shall be 
in a form reasonably satisfactory to the Indemnitee. Alternatively, an Indemnitee shall not 
consent to entry of any judgment or enter into any settlement without the prior written consent 
of the Indemnitor, which consent shall not be unreasonably withheld, provided however, an 
Indemnitee may consent to entry of any judgment or enter into any settlement without the 
written consent of the Indemnitor so long as the judgment or settlement includes an 
unconditional and complete release of the Indemnitor (without any Liability whatsoever to the 
Indemnitor) by the claimant or plaintiff making the Third Party Claim, which release shall be 
in a form reasonably satisfactory to the Indemnitor. Neither the Indemnitor nor the Indemnitee 
shall consent to entry of any judgment or enter into any settlement for non-monetary relief 
without the prior written consent of the other, unless such relief does not bind the non- 
consenting party and does not have a material adverse effect on the non-consenting party. 
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10.4.3. Cooperation.  Each Party shall cooperate with the other party in 
the defense of a Third Party Claim irrespective of which party is assuming such defense. 
Cooperation includes all reasonable requests for access to witnesses, records, materials and all 
other pertinent information in its possession or under its control. 

10.5.   Limits on Indemnification. 

10.5.1. Indemnifiable Claim. Neither Party shall be liable to any 
Indemnitee for any claim for Damages that is indemnifiable pursuant to Section 10.1(a) or 
Section 10.2(a) unless such claim for Damages, with respect to any individual claim, exceeds 
$10,000 (an "Indemnifiable Claim"). Subject to the other limitations set forth in this 
Agreement, an Indemnitee shall be entitled to indemnification for the entire amount of 
Damages associated with an Indemnifiable Claim. 

10.5.2. Deductible. Seller shall be liable to the Buyer Indemnitees for 
Damages that are indemnifiable pursuant to Section 10.1(a), and Buyer shall be liable to the 
Seller Indemnitees for Damages that are indemnifiable pursuant to Section 10.2(a), only to the 
extent that the aggregate amount of all Indemnifiable Claims to all Buyer Indemnitees or all 
Seller Indemnitees, respectively, exceeds one million ($1,000,000) dollars (the "Deductible"). 

10.5.3. Limit of Liability. The total aggregate liability of Seller for any 
claims for Damages arising under Section 10.1(a) of this Agreement shall not exceed an 
amount equal to fifty percent (50%) of the Purchase Price and the total aggregate liability of 
Buyer for any claims for Damages arising under Section 10.2(a) of this Agreement shall not 
exceed an amount equal to fifty percent (50%) of the Purchase Price. 

10.5.4. Survival. Neither Party shall have any obligation to indemnify 
any Indemnitee pursuant to Sections 10.1(a) or 10.2(a) for the breach of any representation or 
warranty unless such Indemnitee has in good faith given a notice of claim with respect to such 
breach pursuant to Section 10.3 prior to the first anniversary of the Closing Date in the case of 
all representations and warranties except (a) those representations and warranties set forth in 
Sections 2.2 or 3.2 (Authorization; Execution and Validity) and Section 2.18 (Taxes), in 
respect of which such notice of claim must be given prior to the sixth anniversary of the 
Closing Date, and (b) those representations and warranties set forth in Section 2.12 (Litigation; 
Orders) and Section 2.13 (Environmental Laws), in respect of which such notice of claim must 
be given prior to two (2) years after the Closing Date. 

10.5.5. Actual Knowledge. Neither Party shall have any liability 
hereunder for Damages arising from or relating to a breach of any representation or warranty 
if the Indemnitor can establish that the other Party had actual knowledge on or before the 
Closing Date of the condition or event constituting such breach. 

10.5.6. Consequential Damages; Mitigation. Neither Party shall have 
any obligation to indemnify any Seller Indemnitee or Buyer Indemnitee for (a) any 
Consequential Damages or (b) any other Damages that are (i) caused, contributed to or 
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exacerbated by the actions of any Buyer Indemnitee (in the case of Seller's indemnification 
obligations) or any Seller Indemnitee (in the case of Buyer's indemnification obligations) or by 
the failure of any Buyer Indemnitee (in the case of Seller's indemnification obligations) or any 
Seller Indemnitee(in the case of Buyer's indemnification obligations) to use all reasonable 
efforts to mitigate any such Damages, (ii) recovered or recoverable by the Indemnitee from any 
third party (including insurers) or (iii) offset by tax savings realized on account of such 
Damages by the Indemnitee or any of its Affiliates. 

10.5.7. Exclusive Remedy.    This Article 10 sets forth the exclusive 
remedy for monetary damages owing from Seller to the Buyer Indemnitees and from Buyer to 
Seller Indemnitees that arise from the matters described in Sections 10.1 and 10.2. Each of the 
Parties hereby waives any claim or cause of action for monetary damages that it might assert 
against the other, with respect to the matters described in Sections 10.1 and 10.2, whether 
under common law or under any Environmental Law or securities, trade regulation or other 
Law. 

10.6. Indemnity Pavments. To the extent permitted by law, all payments made 
pursuant to this Article 10 (other than interest payments) shall be treated by the Parties on all 
Income Tax Returns as an adjustment to the Purchase Price. 

10.7. Pavment and Assignment of Claims. 

10.7.1. Payment. Upon final determination by the Parties or by a court 
of competent jurisdiction that a Indemnitee is entitled to indemnification under this Article 10, 
the Indemnitor shall promptly pay or reimburse, as appropriate, the Indemnitee for any 
Damages to which it is entitled to be indemnified pursuant to this Agreement. Neither Party 
shall permit any exercise of any right of set-off against the other Party until such final 
determination is made. 

10.7.2. Assignment. If any of the Damages for which an Indemnitor is 
responsible or allegedly responsible under this Article 10 are recoverable or potentially 
recoverable against any third party at the time when payment is due hereunder, the Indemnitee 
shall assign any and all rights that it may have to recover such Damages to the Indemnitor or, 
if such rights are not assignable for any reason, the Indemnitee hereunder shall attempt in good 
faith to collect any and all damages and losses on account thereof from such third party for the 
benefit of the Indemnitor. 

10.8. Other Indemnitees. Buyer shall cause the Buyer Indemnitees, and Seller shall 
cause the Seller Indemnitees, to comply with the provisions and to abide by the limitations set 
forth in this Article 10. 

ARTICLE 11 
EMPLOYEE MATTERS 
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11.1.   Transfer of Employees. 

11.1.1. Offer of Employment. Buyer shall make a bona fide offer of 
employment to each Employee (including all foreign Employees) at the same location, with the 
same position and at substantially the same wages and salary (including bonuses and sales 
commissions) to that currently received by such Employee from Seller (a) on the Closing Date 
to each Employee employed in the Business who is actively employed by Seller on the Closing 
Date; and (b) on the date of the termination of leave of absence, if then available to return to 
active employment, to each Employee who is listed on Schedule 11.1.1 and who is on workers' 
compensation, disability leave, military leave, or other approved leave of absence on the 
Closing Date (such date the "Effective Date") (such Employees who become employees with 
Buyer, the "New Employees"), provided that nothing herein shall require Buyer to employ any 
New Employee other than on an at-will basis. Except with respect to benefits provided under 
the Transitional Services Agreement during the term thereof, all New Employees shall be 
entitled to participate in Buyer's benefit plans and policies on the same basis and subject to the 
same qualifications as other similarly situated employees of Buyer (giving credit to the New 
Employees for time of service with Seller as provided in Section 11.2.2 below), for a period of 
at least one year after the Effective Date (so long as such Employee continues to be in the 
employ of Buyer). 

11.1.2. Foreign Employment Matters, (a) Without limiting the generality 
of Section 11.1.1, Buyer (or its appropriate foreign affiliate) shall make a bona fide offer of 
employment complying with Section 11.1.1 to each Employee who is employed outside the 
United States (the "Foreign Employees"). If either as a result of any Foreign Employee's non- 
acceptance of such offer of employment, or as a result of Buyer's failure, effective as of the 
Closing Date, to establish and qualify or register with applicable regulatory authorities 
employee benefit plans for, or to extend existing Buyer employee benefit plans, programs, 
policies and arrangements to, the Foreign Employees which are in accordance with local Law 
and which provide benefits to the Foreign Employees on terms and conditions which are 
substantially similar in the aggregate to those provided to Foreign Employees by Seller or its 
Affiliates immediately prior to the Closing Date, such Foreign Employees shall be entitled to 
receive any severance, redundancy, termination, payment in lieu of notice, indemnity or other 
payments, then whichever of Seller or Buyer shall be responsible for such liability under local 
Law shall be responsible for and pay such liability. Notwithstanding the foregoing, if any 
Foreign Employee situated in Belgium shall, prior to the Closing Date, provide a written 
notice of resignation to Seller, then Buyer shall not be liable for any such severance or other 
payments to such Foreign Employee. 

(b) Except as otherwise specifically provided in this Section 11.1.2, 
effective as of the Closing Date, each Foreign Employee who is an active participant in any 
foreign pension plan shall cease to be an active participant thereunder. 

(c) Notwithstanding the foregoing provisions of this Section 11.1.2, Foreign 
Employees whose employment by Buyer will be delayed beyond the Closing Date due to 
applicable foreign law (including, without limitation, due to the requirement that Buyer 
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establish separate legal entities as employer) {"Delayed Foreign Employees'") will continue on 
a payroll of Seller or its Affiliates and will continue to participate in each of Seller's or its 
Affiliates' employee benefit plans in which they are participating immediately prior to the 
Closing Date until the applicable date on which they first become eligible to become employed 
by Buyer (the "Delayed Transfer Date"). Buyer will offer employment on the applicable 
Delayed Transfer Date to each such Delayed Foreign Employee then in employment, and on 
and as of the applicable Delayed Transfer Date, each such Delayed Foreign Employee then in 
employment will become a New Employee for all purposes of this Agreement. Buyer will 
promptly reimburse Seller for 100% of the payroll, benefits (including statutory benefits, 
severance and other termination benefits) and other costs and expenses directly or indirectly 
relating to Delayed Foreign Employees consistent with past practice within 15 days following 
receipt of each written notification (including reasonable substantiation of costs and expenses) 
from Seller or any of its Affiliates of such payroll, benefits and other costs and expenses. All 
services rendered by such Delayed Foreign Employees after the Closing Date shall be for the 
benefit of the Business. 

11.1.3. WARN Act.   Provided Buyer fully complies with, its obligations 
under Section 11.1.1, Seller shall be responsible for any compliance that may be required 
solely as a result of the consummation of the transactions contemplated by this Agreement with 
all applicable provisions of the Worker Adjustment and Retraining Notification Act of 1988 
(the "WARN Act") and any similar state or local Law. Except as provided in the previous 
sentence. Buyer shall be responsible for compliance that may be required on or after the 
Closing Date with all applicable provisions of the WARN Act and any similar state or local 
Law. 

11.2.   Emplovee Benefit Plans. 

11.2.1. Coverage Under Employee Benefit Plans. Except as otherwise 
specifically provided in this Section 11.2, effective as of the Effective Date, each New 
Employee who is an active participant in Seller's Employee Benefit Plans shall cease to be an 
active participant, and all of such New Employees shall become immediately eligible to 
participate in each of Buyer's Employee Benefit Plans (subject to Section 11.1.2(c)). 

11.2.2. Recognition of Service. Seller shall retain all assets and liabilities 
under Seller's Pension Plan attributable to service prior to the Closing Date for each New 
Employee who is a participant in Seller's Pension Plan immediately prior to the Closing Date 
and is employed by Buyer on the Closing Date as provided in Section 11.1. Buyer shall grant 
to each New Employee credit for his service with Seller prior to the Closing Date (based on 
the information provided to Buyer by Seller) for the purpose of eligibility and vesting under 
any Buyer Employee Benefit Plan. 

11.2.3. Seller's Savings Program. 
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(a) If Buyer agrees to a trust-to-trust transfer. Seller shall cause the account 
balances of the New Employees who are participants in Seller's Savings Program to be fully 
vested and nonforfeitable as of the date of the transfer of assets. 

(b) On the Effective Date, or as soon thereafter as practicable. Seller shall 
transfer and Buyer shall accept cash and promissory notes evidencing outstanding loans to the 
New Employees and account balances equal in amount to the assets received of Seller's 
Savings Program attributable to the New Employees (including assets and account balances of 
any "alternate payee," as such term is defined in section 414(p)(8) of the Code, with respect to 
any New Employee). As of the Effective Date, Seller shall not accept from any New 
Employees any pre-tax or after-tax contributions to Seller's Savings Program. To receive such 
transfer. Buyer shall adopt a defined contribution plan or shall use an existing defined 
contribution plan (the "Buyer's Savings Plan"). 

(c) As soon as practicable after the Effective Date, Seller shall cause the 
Master Trust (as such term is defined in the Seller's Savings Program) to transfer the assets set 
forth above and full account balances of the New Employees to the trust under the Buyer's 
Savings Plan (the "Buyer's Savings Plan Trust") and the Buyer's Savings Plan Trust shall 
accept such transfer. Pursuant to ERISA and other applicable law, immediately after the 
transfer of assets and account balances, each New Employee shall be entitled to receive an 
account balance from Buyer's Savings Plan that is at least equal to the account balance such 
New Employee would have been entitled to receive from Seller's Savings Program 
immediately prior to such transfer but only to the extent that Buyer's Savings Plan Trust shall 
receive assets equivalent to such account balances and the New Employees shall only be 
eligible to receive benefits from Buyer's Savings Plan. The account balances of the New 
Employees under Seller's Savings Program shall be reduced by any withdrawal, distribution or 
necessary benefit payments in respect to New Employees occurring during the period from the 
Effective Date to the date of transfer to Buyer's Savings Plan as described herein. In the event 
any New Employee has a loan outstanding in Seller's Savings Program at the time of transfer, 
all loan documentation concerning such loan shall be assigned to Buyer's Savings Plan. All 
New Employee payments after the Effective Date shall be made to Buyer's Savings Plan. 

11.2.4. To facilitate the proper and orderly transfer of assets to Buyer's 
Savings Plan as contemplated by Section 11.2.3, Buyer shall provide Seller with either (i) no 
later than 30 days after the Closing Date, an opinion of counsel (including internal corporate 
counsel) representing that the new plan will, upon review of the Internal Revenue Service, be 
determined to satisfy the requirement of Code Sections 401(a) and 501(a), if Buyer establishes 
a new plan, or such other corrective action as requested by the Internal Revenue Service will 
be taken to qualify Buyer's Savings Plan, or (ii) a copy of the most recent Internal Revenue 
Service favorable determination letter with respect to Buyer's Savings Plan and an opinion of 
counsel (including internal corporate counsel) representing that there have been no 
amendments, changes, actions or other events since the issuance of such favorable 
determination letter which would adversely affect such plan's qualification. Each of the Parties 
shall be responsible for its respective governmental filings, including Internal Revenue Service 
Form 5310A, if applicable.  Seller shall provide Buyer with a copy of the most recent Internal 
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Revenue Service favorable determination letter with respect to the Westinghouse Savings 
Program and an opinion of counsel (including internal corporate counsel) representing that 
there have been no amendments, changes, actions or other events since the issuance of such 
favorable determination letter which would adversely affect such plan's qualification. 

11.2.5. Welfare and Fringe Benefit Plans. Buyer shall grant to each New 
Employee credit for his service with Seller prior to the Effective Date (based on information 
provided to Buyer by Seller) under Buyer's Welfare Benefit Plans and shall grant credit for 
deductibles and co-payments previously paid. Buyer's Welfare Benefit Plans shall not exclude 
from coverage any pre-existing condition of any of the New Employees. Except with respect 
to benefits provided under the Transitional Services Agreement during the term thereof, Buyer 
shall grant immediate eligibility for participation in all Buyer's Welfare Benefit Plans to all 
New Employees. Any valid claims of any New Employee made against a Buyer's Welfare 
Benefit Plan incurred prior to the Effective Date shall be satisfied by Seller under Seller's 
Welfare Benefit Plans, and, to the extent not paid from such employee's contributions, 
reimbursed by Buyer. Any claims for hospitalization or other confinement charges with 
respect to any hospitalization or other confinement of a New Employee or eligible dependent 
that commences prior to the Effective Date in accordance with the terms and provisions of 
Seller's plans and policies shall be satisfied by Seller under Seller's Welfare Benefit Plans, 
and, to the extent not paid from such employee's contributions, reimbursed by Buyer. Buyer 
shall be responsible for payment of all benefits payable to the New Employees incurred on or 
after the Effective Date, whether pursuant to the Transitional Services Agreement or 
otherwise. For purposes of this Section 11.2.5, an expense shall be deemed incurred when the 
Welfare Benefit Plans service relating to the expense is provided (regardless of when the 
incident giving rise to the expense occurs). 

ARTICLE 12 
MISCELLANEOUS 

12.1. Severabilitv. If any provision of this Agreement as applied to any part or to any 
circumstance shall be held invalid, illegal or unenforceable, the validity, legality and 
enforceability of the remaining provisions of this Agreement and the application of such 
provision to any other part or to any other circumstance shall not be affected or impaired 
thereby. 

12.2. Successors and Assigns. The terms and conditions of this Agreement shall inure 
to the benefit of and be binding upon the successors and permitted assigns of the Parties; 
provided, however, that this Agreement may not be assigned by any Party without the prior 
written consent of the other Party. 

12.3. Counterparts. This Agreement may be executed in two or more counterparts, 
each of which shall for all purposes be deemed to be an original and all of which when taken 
together shall constitute the same instrument. 
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12.4. Headings. The table of contents, captions and headings used in this Agreement 
are inserted for convenience only and shall not be deemed to constitute part of this Agreement 
or to affect the construction or interpretation hereof. 

12.5. Waiver. Any of the terms or conditions of this Agreement may be waived in 
writing at any time by the Party which is entitled to the benefits thereof. No waiver of any 
provision of this Agreement shall be deemed or shall constitute a waiver of such provision at 
any time in the future or a waiver of any other provision hereof. 

12.6. No Third-Partv Beneficiaries. Nothing in this Agreement, express or implied, 
shall create or confer upon any Person (including Employees), other than the Parties or their 
respective successors and permitted assigns, any rights, remedies, obligations or liabilities, 
except as otherwise provided herein. 

12.7. Sales and Transfer Taxes. Buyer shall be responsible for and pay all sales, 
transfer, deed, duties, stamp, notary public and other similar taxes and transfer and recording 
fees applicable to the transactions contemplated by this Agreement. 

12.8. Other Expenses. Except as otherwise provided herein, each Party shall pay all 
costs and expenses incurred by it or on its behalf in connection with this Agreement and the 
transactions contemplated hereby, including fees and expenses of its own financial consultants, 
accountants and legal counsel. 

12.9. Notices. Except as otherwise provided herein, any notice, request, instruction, 
consent or other document required or permitted to be given pursuant to this Agreement shall 
be in writing and delivered personally, by telecopy, by a nationally-recognized overnight 
courier service or by registered or certified mail, postage prepaid, as follows: 

If to Seller: 

CBS Corporation 
51 West 52nd Street 
New York, NY  10019 
Attn: Office of the General Counsel 
Fax Number: 

With a copy to: 

Akin Gump Strauss Hauer & Feld, L.L.P. 
590 Madison Avenue 
New York, NY 10022 
Attn: Steven H. Scheinman 
Fax Number: (212) 872-1002 

If to Buyer: 
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RSL COM U.S.A., Inc. 
430 Park Avenue, 5th Floor 
New York, NY 10022 
Attn: Ed Thomas 
Fax Number: (212) 586-3601 

and 

RSL Communications, Ltd. 
do RSL Communications N. America, Inc. 
767 Fifth Avenue, Suite 4300 
New York, NY 10153 
Attn: Avery S. Fischer, Esq. 
Fax Number: (212) 317-1940 

With a copy to: 

Rosenman & Colin, L.L.P. 
575 Madison Avenue 
New York, NY 10022 
Attn:   Robert Kohl 
Fax Number: 212-940-8607 

or at such other address as shall be specified in writing by that Person. Any notice, request, 
instruction, consent or other document delivered as provided herein shall be deemed effectively 
given upon actual receipt by the Person (but not necessarily the individual person) to be 
notified. 

12.10. Governing Law. This Agreement shall be construed in accordance with and 
governed by the Laws of the State of New York applicable to agreements made and to be 
performed wholly within such jurisdiction. 

12.11. Interpretation. 

12.11.1. References. Except as specifically stated otherwise, references to 
Articles, Sections, Exhibits and Schedules refer to Articles, Sections, Exhibits and Schedules 
in this Agreement. References to "includes" and "including" mean "includes without 
limitation" and "including without limitation." 

12.11.2. Reliance. Each Party is a sophisticated legal entity that was 
advised by experienced counsel and, to the extent it deemed necessary, other advisors in 
connection with this Agreement. Accordingly, each Party hereby acknowledges that no party 
has relied or will rely in respect of this Agreement or the transactions contemplated hereby 
upon any document or written or oral information previously furnished to or discovered by it 
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or its representatives, other than as provided in this Agreement,  the Schedules or the 
documents and instruments delivered at Closing. 

12.11.3. Cross-Reference of Disclosures. Any item disclosed in one 
Section or Schedule shall be deemed to be disclosed in any other Section or Schedule where 
such disclosure is cross-referenced. Disclosure of items that may or may not be required to be 
disclosed by this Agreement does not mean that such items are material or create a standard of 
materiality, and shall not be deemed an admission that any such disclosed matter is or may give 
rise to a breach of any Contract or violation of any Law. 

12.11.4. Drafting. No provision of this Agreement shall be interpreted in 
favor of, or against, either Party by reason of the extent to which either such Party or its 
counsel participated in the drafting thereof or by reason of the extent to which any such 
provision is inconsistent with any prior draft hereof or thereof. 

12.12. Public Announcements. Seller and Buyer shall agree on the terms of any press 
releases or other public announcements related to this Agreement, and shall consult with each 
other before issuing any press releases or other public announcements related to this 
Agreement; provided, however, that any Party may make a public disclosure if in the opinion 
of such party's counsel it is required by law (including U.S. securities regulations) or the rules 
of the New York Stock Exchange or the Nasdaq National Market to make such disclosure. 
The parties agree, to the extent practicable, to consult with each other regarding any such 
public announcement in advance thereof. 

12.13. Exclusive Jurisdiction and Consent to Service of Process. The Parties agree that 
any Action arising out of or relating to this Agreement or the transactions contemplated hereby 
shall be instituted in a federal or state court sitting in New York County, New York, which 
shall be the exclusive venue of any such Action. Each Party waives any objection which such 
party may now or hereafter have to the laying of venue of any such Action, and irrevocably 
submits to the jurisdiction of any such court in any such Action. Any and all service of 
process and any other notice in any such Action shall be effective against such Party when 
transmitted in accordance with Section 12.9. Nothing contained herein shall be deemed to 
affect the right of any Party to serve process in any manner permitted by Law. 

12.14. Entire Agreement. The Confidentiality Agreement, this Agreement and the 
Schedules and Exhibits hereto, constitute the sole understanding of the Parties with respect to 
the matters contemplated hereby and thereby and supersedes and renders null and void all prior 
agreements and understandings, written and oral, between the Parties with respect to such 
matters. No Party shall be liable or bound to any other Party in any manner by any promises, 
conditions, representations, warranties or covenants except as specifically set forth herein or 
therein. 

12.15. Amendment. No amendment, modification or alteration of the terms or 
provisions of this Agreement, including any Schedules and Exhibits, shall be binding unless 

#58349v07 44 



the same shall be in writing and duly executed by the Party against whom such amendment, 
modification or alteration is sought to be enforced, except as provided in Section 4.4. 

12.16. Bulk Sales Compliance. Buyer hereby waives compliance by Seller with any 
applicable bulk sales or bulk transfer law in connection with the transactions contemplated 
hereby. 

ARTICLE 13 
DEFINITIONS 

13.1.   Definitions.   For purposes of this Agreement, the terms below shall have the 
following meanings: 

13.1.1. "Accounting Firm" shall have the meaning set forth in Section 
1.4.3. 

13.1.2. "Action" means any action, suit, claim, arbitration, inquiry, 
proceeding, hearing or investigation. 

13.1.3. "Adjusted Purchase Price" shall have the meaning set forth in 
Section 1.4.4. 

13.1.4. "Affiliate" means, with respect to any Person, any other Person 
controlling, controlled by, or under common control with such Person. For purposes of this 
Agreement, the term "control" (including, with correlative meanings, the terms "controlled 
by" and "under common control with" as used with respect to any Person) means the 
possession, directly or indirectly, of the power to direct or cause the direction of the 
management and policies of such Person whether through ownership of voting securities, by 
contract or otherwise. 

13.1.5. "Agreement" means this agreement, together with the schedules 
and exhibits hereto. 

13.1.6. "Allocation Statement" shall have the meaning set forth in 
Section 1.3.3. 

13.1.7. "Assumed Contracts" shall have the meaning set forth in Section 
1-1(0. 

13.1.8. "AssumedLiabilities" shall have the meaning set forth in Section 
1.5. 

13.1.9. "AT&T Contract" means that certain Virtual Telecommunica- 
tions Network Service Agreement between Seller and AT&T Corporation, dated May 5, 1995, 
as amended. 
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2.4. 
13.1.10. 

13.1.11. 

13.1.12. 

"Balance Sheet Date" shall have the meaning set forth in Section 

"Business" shall have the meaning set forth in Recital A. 

"Buyer" shall have the meaning set forth in the first paragraph of 
this Agreement. 

13.1.13. "Buyer Employee  Benefit Plans"  means   collectively,  each 
written pension, retirement, profit-sharing, deferred compensation, bonus, incentive, 
performance, stock option, stock appreciation, phantom stock, stock purchase, restricted stock, 
medical, hospitalization, vision, dental or other health, life, disability, severance, termination 
or other employee benefit plan, program, arrangement, agreement or policy both domestically 
and internationally which currently covers any employee of Buyer and which is sponsored or 
maintained by Buyer. 

13.1.14. 
10.1. 

13.1.15. 
Section 11.2.3(b). 

13.1.16. 
Section 11.2.3(c). 

"Buyer Indemnitees" shall have the meaning set forth in Section 

"Buyer's Savings Plan" shall have the meaning set forth in 

"Buyer's Savings Plan Trust" shall have the meaning set forth in 

13.1.17. "Charter Documents" means (a) in the case of any corporation, 
its articles or certificate of incorporation and its by-laws, (b) in the case of any partnership, its 
partnership agreement and partnership certificate, if any, and (c) in the case of any other 
Person, its organic and governing documents; as each has been amended or supplemented from 
time to time. 

13.1.18. "Closing" means the consummation of the purchase and sale of 
the Purchased Assets, the assumption of the Assumed Liabilities and the consummation of the 
other transactions contemplated by this Agreement. 

13.1.19. "Closing Date" shall have the meaning set forth in Section 8.1. 

13.1.20. "Closing Payment" shall have the meaning set forth in Section 

13.1.21. "Closing Working Capital" shall have the meaning set forth in 

1.3.2. 

Section 1.4.1. 
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13.1.22. "Code" means the Internal Revenue Code of 1986, as amended 
from time to time. 

13.1.23. "Communications Laws" means any Laws governing or relating 
to the telecommunications business. 

13.1.24. "Communications Licenses" shall mean any Permits issued by 
the communications regulatory authorities of any Governmental Authority including, but not 
limited to, the FCC and state public service or public utility commissions or like agencies. 

13.1.25. "Confidentiality Agreement" means the Confidentiality 
Agreement dated as of March 3, 1998 between Buyer and Seller. 

13.1.26. "Consent" means a consent, approval, order, authorization or 
waiver from, notice to or declaration, registration or filing with any Person, including any 
Governmental Authority. Consent shall also include the approval of the applicable 
Governmental Authority to the transfer of a Permit or Communications License. 

13.1.27. "Consequential Damages" means Damages arising out of any 
interruption of business, loss of profits, loss of use of facilities, claims of customers, loss of 
goodwill or other indirect Damages. 

13.1.28. "Contracts" means all contracts, agreements, instruments, leases, 
licenses, commitments and arrangements, other than Permits. 

13.1.29. "Damages" means all losses, claims, damages, costs, fines, 
penalties, obligations, payments and liabilities, together with all reasonable costs and expenses 
incurred in connection with any of the foregoing, including, in the case of Third Party Claims 
only, reasonable outside attorneys' fees and their reasonable out-of-pocket expenses. 

13.1.30. "Deductible" shall have the meaning set forth in Section 10.5.2. 

13.1.31. "Dollars" or "$" means lawful currency of the United States. 

13.1.32. "Effective Date" shall have the meaning set forth in Section 
11.1.1. 

13.1.33. "Employee" means any domestic or international employee who 
is devoted full-time to the conduct of the Business, or who is on leave of absence and is listed 
on Schedule 11.1.1. 

13.1.34. "Employee Benefit Plan" shall have the meaning set forth in 
Section 2.17.1. 
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13.1.35. "Encumbered Instruments" means all Material Contracts, 
Material Telecom Contracts and Material Leases to be assigned by Seller and assumed by 
Buyer pursuant to the terms of this Agreement that by their terms require Consent from a third 
party in order to transfer and assign the rights and obligations thereunder. 

13.1.36. "Environment" means soil, surface waters, ground waters, land, 
stream sediments, surface or subsurface strata, ambient air, and any environmental medium. 

13.1.37. "Environmental Laws" means (a) any Law regulating or relating 
or pertaining to the Environment or the protection of human health, in effect and interpreted, 
as at the Closing Date, including, without limitation, the Resource Conservation and Recovery 
Act, as amended, the Comprehensive Environmental Response, Compensation and Liability 
Act, as amended, or the Federal Clean Water Act, as amended; (b) any Law, in effect and 
interpreted, as at the Closing Date, that asserts or may assert jurisdiction over the Purchased 
Assets or the operations or activity of the Business that relates or pertains to the Environment, 
including, without limitation those which regulate the presence, release, emission, threat of 
release, use, handling, manufacturing, generation, production, storage, treatment, processing, 
transportation or disposal of any Hazardous Substance, including, but not limited to (i) 
requiring any permit, license, approval, consent or authorization, or the renewal thereof, (ii) 
regulating the amount, form, manner of storage, transport and/or disposal of Hazardous 
Substances, or (iii) requiring any reporting, inspection report, business plan, notification, or 
any other dissemination of or access to information regarding Hazardous Substances, including 
warnings or notices to tenants, subtenants, employees, occupants, invitees or consumers. 

13.1.38. "Environmental Permits" shall have the meaning set forth in 
Section 2.13.2. 

13.1.39. "ERISA" means the Employee Retirement Income Security Act 
of 1974, as amended. 

1.2. 

1.6. 

13.1.40. "Excluded Assets" shall have the meaning set forth in Section 

13.1.41. "Excluded Liabilities" shall have the meaning set forth in Section 

13.1.42. "FCC" means the Federal Communications Commission. 

13.1.43. "FCC Consent" means action by the FCC, or by its staff 
pursuant to delegated authority, to transfer from Seller to Buyer the Communications Licenses 
issued by the FCC. 

13.1.44. "Financial Statements" shall have the meaning set forth in 
Section 2.4. 
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13.1.45. "GAAP" means generally accepted accounting principles in effect 
as of the Balance Sheet Date in the United States. 

13.1.46. "Governmental Authority" means any federal, state, foreign, 
municipal or local government, any instrumentality, subdivision, agency, commission, board, 
court or other authority thereof, or any quasi-governmental or private entity exercising any 
executive, legislative, judicial, regulatory or administrative function of or pertaining to 
government. 

13.1.47. "Hazardous Substances" means (a) any pollutant, toxic 
substance, contaminant, chemical, hazardous waste, hazardous material, petroleum product oil, 
radioactive material or energy; (b) any substance, gas material or chemical which is or may be 
defined as or included in the definition of "hazardous substances," "toxic substances," 
"Hazardous materials," "hazardous wastes," or words of similar import under any 
Governmental Rule or Environmental Law; (c) radon gas, asbestos, urea formaldehyde foam 
insulation or polychlorinated biphenyls in excess of federal, state or local safety guidelines, 
whichever substance, the exposure to or Release of which is or may be prohibited, limited or 
regulated by any Governmental Authority, or (e) any other chemical, material, gas or 
substance that does or may pose a hazard to health and/or safety of the occupants of the 
Purchased Assets, or the owners and/or occupants of property adjacent to or surrounding the 
Purchased Assets. 

13.1.48. "HSR Act" means the Hart-Scott-Rodino Antitrust Improvements 
Act of 1976, as amended, and the regulations promulgated thereunder. 

13.1.49. "Income Tax" or "Income Taxes" means any federal, state or 
local income, alternative minimum, franchise or other similar Tax, duty, governmental charge 
or assessment imposed by or on behalf of any Governmental Authority that is based on or 
measured by income (including, interest and penalties on any of the foregoing). 

13.1.50. "Income Tax Returns" means any federal, state or local tax 
returns, reports, declarations or forms (including any schedules or attachments thereto) with 
respect to Income Tax. 

13.1.51. "Indemnifiable Claim" shall have the meaning set forth in 
Section 10.5.1. 

13.1.52. "Indemnitee" shall have the meaning set forth in Section 10.3. 

13.1.53. "Indemnitor" shall have the meaning set forth in Section 10.3. 

13.1.54. "Intellectual Property" means patents, patent applications, trade 
names, registered trademarks, registered copyrights and registered service marks and 
applications therefor. 
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13.1.55. "Law" means any applicable federal, state, municipal or foreign 
statute, rule, regulation or ordinance. 

13.1.56. "Lease" means any lease or sublease of real or personal property. 

13.1.57. "Lease Agreement" shall have the meaning set forth in Section 
6.8(a). 

13.1.58. "Leased Personal Property" shall have the meaning set forth in 
Section 2.8.2. 

13.1.59. "Leased Real Property" shall have the meaning set forth in 
Section 2.7.2. 

13.1.60. "Liabilities" shall mean all liabilities and obligations of any kind, 
nature or description, whether known or unknown, asserted or unasserted, accrued or 
unaccmed, liquidated or unliquidated, direct or indirect, due or to become due, absolute or 
contingent. 

13.1.61. "Lien" means any lien, mortgage, deed of trust, security interest, 
charge, pledge, retention of title agreement, easement, encroachment, condition, reservation, 
covenant or other encumbrance affecting title. 

13.1.62. "Material Adverse Effect" means a material adverse effect on (a) 
the business, financial condition or results of operations of the Business, taken as a whole, or 
(b) the ability of Seller to consummate the transactions contemplated by this Agreement. 

13.1.63. "Material Contracts" shall have the meaning set forth in Section 
2.11. 

13.1.64. "Material Lease" means (a) with respect to real property, any 
Lease of Leased Real Property, or (b) with respect to personal property, a Lease involving 
rental obligations exceeding $100,000 per annum. 

13.1.65. "Material Telecom Contracts" shall have the meaning set forth in 
Section 2.20. 

13.1.66. "MCI Contract" shall mean the Custom Network Services 
Agreement effective as of October 1, 1989, as amended, between Seller and MCI 
Telecommunications Corporation. 

13.1.67. "New Employees" shall have the meaning set forth in Section 
11.1.1. 
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13.1.68. "Non-Competition Agreement" shall have the meaning set forth 
in Section 6.6(d). 

13.1.69. "Non-Transferred Instrument" shall have the meaning set forth 
in Section 6.2.3. 

13.1.70. "Non-Transferred Permit" shall have the meaning set forth in 
Section 6.3.3. 

13.1.71. "Notice of Disagreement" shall have the meaning set forth in 
Section 1.4.2. 

13.1.72. "Operative Documents" shall have the meaning set forth in 
Section 2.2. 

13.1.73. "Order" means any order, judgment, injunction, decree or award 
issued or granted by a Governmental Authority. 

13.1.74. "Other Law" means any Law applicable to the Business other 
than an Environmental Law, a Communications Law or a Law relating to Taxes or ERISA. 

13.1.75. "Owned Real Property" shall have the meaning set forth in 
Section 2.7.1. 

13.1.76. "Party" means each of Seller and Buyer. 

13.1.77. "Permit" means any permit, license, certificate, registration, 
authorization, franchise, tariff or approval issued by a Governmental Authority, including any 
regulatory approval. 

13.1.78. "Permitted Liens" means (a) Liens for Taxes that are not yet due 
and payable, (b) workers', repairmen's and similar Liens imposed by Law that have been 
incurred in the ordinary course of business, (c) Liens and other title defects, easements, 
encroachments and encumbrances that do not, individually or in the aggregate, materially 
impair the value or continued use as currently conducted of the asset to which they relate, (d) 
retention of title agreements with suppliers entered into in the ordinary course of business, (e) 
the rights of others to customer deposits, (f) Liens securing any liabilities disclosed on the 
Year-End Balance Sheet or incurred in the ordinary course of business since the Balance Sheet 
Date, (g) Liens on real property incurred in the ordinary course of business after the date 
hereof, and (h) Liens disclosed on the Year-End Balance Sheet. 

13.1.79. "Person" means any natural person, corporation, partnership, 
limited liability company, trust, unincorporated organization or other entity. 
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13.1.80..        "Purchase Price" shall have the meaning set forth in Section 
1.3.1. 

13.1.81. "Purchased Assets" shall have the meaning set forth in Section 
1.1. 

13.1.82. "Rate" shall have the meaning set forth in Section 1.4.4. 

13.1.83.. "Regulatory Consents" means, collectively, (i) the FCC Consent 
and (ii) the Consents of state public service or public utility commissions or like agencies. 

13.1.84. "Release"  means  any  releasing,   spilling,   leaking,   pumping, 
pouring, emitting, emptying, discharging, injecting, escaping, leaching, disposing, abandoning 
or dumping into the Environment. 

"Required Consents" shall have the meaning set forth in Section 

"Required Permits" shall have the meaning set forth in Section 

"RSL" shall mean RSL Communications Ltd., a Bermuda 

"Seller" shall have the meaning set forth in the first paragraph of 

13.1.89. "Seller Indemnitees" shall have the meaning set forth in Section 
10.2. 

13.1.90. "Seller's Knowledge" means the actual knowledge as of the date 
of this Agreement based on reasonable inquiry, of any of the individuals listed on Schedule 
13.1.90. 

13.1.91. "Seller's Pension Plan" means the Westinghouse Pension Plan. 

13.1.92. "Seller's Savings Program" means the Westinghouse Savings 
Program. 

13.1.93. "Shortfall Liability" means any contractual liability for 
shortfalls, for all periods through the Closing Date, under the AT&T Contract. 

13.1.94. "Statement of Working Capital" shall have the meaning set forth 
in Section 1.4.1. 

13.1.85, 
6.2.2. 

13.1.86 
6.3.2. 

13.1.87 
corporation. 

13.1.88 
this Agreement. 
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13.1.95. "Target Amount" shall have the meaning set forth in Section 
1.4.4. 

13.1.96. "Tax" or "Taxes" means all income, profits, franchise, gross 
receipts, capital, sales, use, withholding, value added, ad valorem, transfer, employment, 
social security, disability, occupation, property, severance, production, excise and other taxes, 
duties and similar governmental charges and assessments imposed by or on behalf of any 
Governmental Authority including interest and penalties thereon. 

13.1.97. "Tax Return" means any federal, state or local returns, reports 
or forms with respect to any Tax. 

13.1.98. "Telecom Contract" shall mean any customer order or agreement 
for the provision of telecommunication products or services. 

13.1.99. "Third Party Claim" shall have the meaning set forth in Section 
10.4.1. 

13.1.100. "Total Current Assets" shall have the meaning set forth in 
Section 1.4.5. 

13.1.101.. "Total Current Liabilities" shall have the meaning set forth in 
Section 1.4.5. 

13.1.102. "Trademark License Agreement" shall have the meaning set 
forth in Section 6.6. 

13.1.103. "Transitional Services Agreement" shall have the meaning set 
forth in Section 6.6(c). 

13.1.104. "WARN Act" shall have the meaning set forth in Section 11.1.3. 

13.1.105. "Welfare Benefit Plans" shall have the meaning given to the 
term "employee welfare benefit plan" set forth in Section 3(1) of ERISA. 

13.1.106. "WestComm" shall have the meaning set forth in Recital A. 

13.1.107. "Working Capital" shall have the meaning set forth in Section 
1.4.5. 

13.1.108. "Year-End Balance Sheet" shall have the meaning set forth in 
Section 2.4. 
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be 
executed as of the date first written above. 

CBS CORPORATION 

By: rJjJ^PiX^ 
Name: Fredric G. Reynolds 
Title:    Executive Vice President and 

Chief Financial Officer 

RSL COM U.S.A., INC. 

By: 
Name: Edmond J. Thomas 
Title:    President and Chief Executive Officer 
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IN WITNESS WHEREOF, die Parties have caused this Agreement n be 
execaied as of the daw first written above. 

CBS CORPORATION 

By 

«5tew 

Name: Fxedric C. Reynolds 
Title:   Executive Vice President and 

Chief Financial Officer 

RSLCOMU.S 

By:  -Vi.-       T _ 
Nan^rBhnMdJ. Thomas 
Ude:    President aM Chief Executive OfiBccr 
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UNANIMOUS WRITTEN CONSENT 

OF THE 

BOARD OF DIRECTORS 

OF 

RSLCOMU.S.A.,INC. 

The undersigned, being all of the directors of RSL COM U.S.A., Inc. (the 

"Corporation"), a Delaware corporation, acting without a meeting pursuant to Section 141(f) of 

the General Corporation Law of the State of Delaware, do hereby consent in writing to the 

adoption of the following resolutions: 

RESOLVED, that the Asset Purchase Agreement (the "Asset Purchase 
Agreement") between CBS Corporation ("CBS") and the Corporation, in or substantially 
in the form presented to the Board of Directors, be, and hereby is, in all respects 
approved and adopted, with such changes therein as may be approved by the officers of 
the Corporation executing the same, such execution to be conclusive evidence of such 
approval; 

RESOLVED, that the officers of the Corporation be, and each of them hereby is, 
authorized, empowered and directed, in the name and on behalf of the Corporation, to 
execute, deliver and perform on behalf of the Corporation the Asset Purchase Agreement, 
the actions contemplated thereby and any and all documents and instruments 
contemplated thereby, with such changes therein as they may approve, such execution to 
be conclusive evidence of such approval; 

RESOLVED, that the Lease Agreement (the "Lease Agreement") between CBS 
and the Corporation, in or substantially in the form presented to the Board of Directors, 
be, and hereby is, in all respects approved and adopted, with such changes therein as may 
be approved by the officers of the Corporation executing the same, such execution to be 
conclusive evidence of such approval; 

RESOLVED, that the officers of the Corporation be, and each of them hereby is, 
authorized, empowered and directed, in the name and on behalf of the Corporation, to 
execute, deliver and perform on behalf of the Corporation the Lease Agreement, the 
actions contemplated thereby and any and all documents and instruments contemplated 
thereby, with such changes therein as they may approve, such execution to be conclusive 
evidence of such approval; 
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RESOLVED, that the Trademark License Agreement (the "Trademark License 
Agreement") between CBS and the Corporation, in or substantially in the form presented 
to the Board of Directors, be, and hereby is, in all respects approved and adopted, with 
such changes therein as may be approved by the officers of the Corporation executing the 
same, such execution to be conclusive evidence of such approval; 

RESOLVED, that the officers of the Corporation be, and each of them hereby is, 
authorized, empowered and directed, in the name and on behalf of the Corporation, to 
execute, deliver and perform on behalf of the Corporation the Trademark License ' 
Agreement, the actions contemplated thereby and any and all documents and instruments 
contemplated thereby, with such changes therein as they may approve, such execution to 
be conclusive evidence of such approval; 

RESOLVED, that the Transitional Services Agreement (the "Transitional 
Services Agreement") between CBS and the Corporation, in or substantially in the form 
presented to the Board of Directors, be, and hereby is, in all respects approved and 
adopted, with such changes therein as may be approved by the officers of the Corporation 
executing the same, such execution to be conclusive evidence of such approval; 

RESOLVED, that the officers of the Corporation be, and each of them hereby is, 
authorized, empowered and directed, in the name and on behalf of the Corporation, to 
execute, deliver and perform on behalf of the Corporation the Transitional Services 
Agreement, the actions contemplated thereby and any and all documents and instruments 
contemplated thereby, with such changes therein as they may approve, such execution to 
be conclusive evidence of such approval; 

RESOLVED, that the Non-Competition Agreement (the "Non-Competition 
Agreement") between CBS and the Corporation, in or substantially in the form presented 
to the Board of Directors, be, and hereby is, in all respects approved and adopted, with 
such changes therein as may be approved by the officers of the Corporation executing the 
same, such execution to be conclusive evidence of such approval; 

RESOLVED, that the officers of the Corporation be, and each of them hereby is, 
authorized, empowered and directed, in the name and on behalf of the Corporation, to 
execute, deliver and perform on behalf of the Corporation the Non-Competition 
Agreement, the actions contemplated thereby and any and all documents and instruments 
contemplated thereby, with such changes therein as they may approve, such execution to 
be conclusive evidence of such approval; and 

RESOLVED, that the appropriate officers of the Corporation be, and each of them 
hereby is, authorized, empowered and directed to take all such further action and to 
execute, deliver, certify and file all such further instruments and documents, in the name 
and on behalf of the Corporation, under its coiporate seal or otherwise, and to pay all 
such costs and expenses as such officers shall approve as necessary or advisable to carry 
out the intent and accomplish the purpose of the foregoing resolutions and the 
transactions contemplated thereby, the taking of such actions and the execution, delivery, 
certification and filing of such further instruments and documents to be conclusive 
evidence of such approval. 
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IN WITNESS WHEREOF, the undersigned have executed this Consent as of April 23, 

1998 and direct that it be filed with the records of the proceedings of the Corporation. 

Nir Tarlovsky 

EdmbtfoJ. Thomas 

Stephen Steiner 
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IN WITNESS WHEREOF, ft. u^,^ ^ ^^ m c<msla „ of ^ 

IMS and dir«, te i,b. fiW^ftfterecord8of „„ ^^^ of ^ ColpoBlira 

23. 

if.. 

EdmbmJ. Thomas 

Stephen Steiner 

7&A OPJJCC^ c ?je.   •   TIKI awni-u 

TOTPL P.04 

UPTdP^ Pnl7   •   i.iniJJ 



nPR-28-139a 16:46 R.S.L. COMMUNICRTION LTD 212 317 1940  P.86/06 
did J1V 1940  P.04/04 

IN WITNESS WHEREOF, the undersigned have executed this Consent as of April 23, 

1998 and direct that it be filed with the records of the proceedings of the Corporation. 

Nir Tarlovsky 

Stephen Steiner 

TOTAL P.06 
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EXTRACT FROM MINUIBS OF MEBITNO OP THE 
BOABDOFDIBECTOHSOF 

CBS CORPORATION 
HELD QN JULY 29.1917 

RESOLVED, Ihtf AM ttlo of fflibsiamifiUy all of d» Company's WertbghouK 
ComaiMPcailonfl taainess C'WESCOM^ jncqnriiteafioo of itotal ymtom price of ttBt 
less thin $115 nuUtOR (ndged to ^Dstmeffis fiv wot^ 
and to die satis&ctioo of closing conditions), all nibstantiaUy M jxesentod with such 
nwdiiiiadoiii a^ ehmgM ta the sonuninBe teoiiBte 
Tcansaction"), is bacl^ ao&oriaed and flppoved; 

RBSOLVEP. flat* s^dal rornirnnf^compoaed of MR ReynoMaiiuiM^ 
(the BWES<X)M Committee") is her^ appoints aMairthflriaed to appro 
agreeniem wHb n^tect to iho TiaB9iKSio& fo ft total parduK ]doc of iu^ 
aulUon(Bubierttoadpiitm«nto 
aatiafiution of closmg oonditionO and vritb «wh otfier tenns and c^^ 
hfuyortttbwycraasthoWESCXJMConwuttoe 
finther dotwmfnaitotw, Ql) take WCh action or actions with reject to employee boiea 
plans, incloding but not fa'witad to amending or fenninttting cadainc cmplpyec bcaiefll 
pints, (iiO take such action or aetbna wift respect to any notes of fir ongo 
intlJBbuyCTQrhTiyereafWESCOM.anlGv)tatoorapp»VBanyaivlaUftm^ 
actiosa. in each cai^ Aat the WESCOM C^mimttae may deam to he neceMMy or 
^Haopriate in conpection swMi *hA T,*nMf ^^ and ^ith Thf fn^^•8 conttrnphted 
thereby or in order ID cany out fciatert or accon^jUah the puipoafl of (hew 
andeaohofttMK 

RESOLVED, tiui die ofifian of the Cotiqimy, and cadi of d»m iodivid^ 
ho^ authorized, in the name and on behalf of tteConqjanyl tow 
detiver a definitive ognrnncnt or agmanata wiA a bqfar or hoyets wid^ 
l^azuoction auhstmdially 88 presented at tfaia neetiiig or sa ^pp^ 
Committee, the execudon fiieieof by inch (tfEoet or ofSixn to be oondb^^ 
such Board or comaattee approval; 

gSBgll 

RESOLVia), that the officen ofthcConipmiy aie, and eaA 
ia, bcrdiy euthodsM tt do, or oiaaa to be deme^ ^ acts and dibgi aa th^ or any of th^ 
decmneccw^oriypfopri^widite^cato^franirtooflcontemphtcdhytbc 
fc^qgoingPTinWionaBBdcadiaftfaemyOriiBceBMnygqipmigi^ 
ti» intent or armmpHA to prnposc of the foresting resotationi ai^t each of ttnro, 
hjchiding, wilhoa Hmftoioo: (i) to negotiate, cxfiioutB, and ddivfx, in die name and on 
behalfofdicQanpa^.iediaBagadBiB^to^irfBieBelddBfiiAiveagreqnentar 

a:\tilm\MiaxmBt xm WMQM 
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aawM«iitMo ctny outlte Tnaacfion ortocaiy outflw 
purpose of IhP fineg^ Ricdiidons ^ eaeh of theni, titt em^on t^^ 
offlwr or oiBoaii to U coacUw>« evidajce of pMpec q^nn^ C^ 
Company and te wbndiiiiis to pofiinn tbm flbU^^ 
all such Dooiniajts and tte afewmmtion^ 
mcntoatto tfaewto) rod to undrtike the tnmsacHQM contemplated thorfg; uji) to 
exeiciw «y righto ^^ the Ci>mpaiiy or its subsidiaries 
notaa « equhy waiitfcs of the buyer or Iwym of WESCQM MM! to how or w 
anysusliSStessraqaiJyficcantiK; ^(^tofeim, dissolve or BquidHteaacliid"1!. 
^itfc^ liau'tatten^ hy ^ 6^ 

RBWLVED, tbtf each of Ite officen of die Company fe also auflwxiaed ID 

ddegeto Wsor hernapedive aitfu^ psttt^ inlbc fiw^ring woM 
tfaeieo^ by a writing (k) speci^^ the scope of the aufl^ 
writing, (y) <<tontifying the deteflUa either by nsme or as Urt jncumbeot of a posttioii, end 
(z)iiavidngd>c delegate that he w^ah^hweimaiitht^ lo r^ 
bdng delegascd; aod 

RESOLVED, ftat aiv n^n or acdoM hoetofem taken by tt at the *i«^ 
any omeer of the Comiemy in tl» name aadonbdialf of the 0)mptmy that are 
audinri^ cimfated by flic pieeedlea "sototwn* an; Iiinehy nn^^ 
upprovad. 

], CAROL L MeAlU)^ J^ssstast Secretaty of CBS C^tpoiat^ 
HEREBY CERTH^ that the farc^ing is a true and coo^ cow rf rt^«d«^ 
at a mcetine of the Boaid of Wnscairs of said Company held on July 29.1987, fti*faicfa 
nia«ii« a qoonnn was pteaent tnd wUdi msolodoiis are stiU in &n £»ce and e£ft(i- 

IN WITNESS WHEREOF, I hava toemtto set my hand and afEbted the wel of 

said Company. 

Dated; 14^^1998 

Aasistnt 

lAclaVuruact M etvm 
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FUVILBGID AND caHnDsmuL 

UKANmOUSWRITIBf CONSENT 
OF TRBBOABU aFD&Ecrcffis OF 

Tte (BdMB^ b^^0'^e >nabo»affti Bandof IKiKtanaf CBB CoipomM 
(the "Compw/X * FMmyNBb eenoiaia^ do IMI^ CBOBOI & A» addyifam of ad da 
beittiyxi^ibefi)Uowiacti!soliliOBi«ttbtef«Mft^ 
bnR Ady adain^ at a ineetiag tfthfc Be^ duly ci^ tirf ]^ 
April 20,1991: 

.   fc£SOLVe%ifatfthsiaBC(fsAi«BilQyiQfiflteCdS9ttnVfat^^ 
Con«waio«woibii^^(,WESCOM^buwidc^^ 
ISO oiUiM (IU^M ID I^BWRIE ibr «i«liQg cqi^ Q eb^ 
satisfiu^ of deiiig CMdMRM), U JM^ 

appioved by dw B«utl at it» niedQg Oft Ady 39.1907, timi&i tp Mil 

A_ 
CCwluoI JbaLacUy 

Rubcrt E. Cnnhom DwkllCP.U 

Geoigc R Coondes DtvtdT.McUi^hlio 

Martiq C Diaktonn UlCWWi K. rfviwWB 

WOlUmROrtfin K^nanBadW.Snith 

MkJ»dH.JonJ» PtoUStem 

Mtl Kifnuifti RANtttD^Wthsr 

v «wMa«*c m *-v^n' 
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OrTHEBQAAOCSroouX^OlttOF 
CgSCOWttATOW 

(Utt "CBSfaBBf"),« yu^hmn capMnno^ do tadby MMoat to the NopfiM of fad ^ 
taebyido^tef9UwiagmQtoimi^tf»Mi«(b^ 
bNtt dq^ tOpiid it t OMibi of thi Bo^ d^ ttOed a^ 14^ luld te si^ MBO^ 
April30;l9M: ^^ 

RfiSQLVEad«itei^af«hnndiUyifl«fteO0B9iBriWiettfai||iMst 
C—wn—kaiBM bwhw CtMBSOOM*) fa tftMidtoto af»wtf nwbw paw pf 

firiifinrinii irfftrrtini —ndhinm) h hnrfiy mttiitfrnrfwl ijfiovH, BUI 

RCSOLVEI^ ill otter tctnii^ QidiaoqiviiA Nipisv iltt sittafl^ 
•pprovid by «• Boarf at fo mniiq QB JUy UJ907r i««^ B IW faw IM ff^ 

PttiikC.Culucm 

OA<M&~.- 
AaiMrt S, CMwiham 

/aaLwbty 

PvMUP.U 

GM^IB H. Cauadcs 

NOtttiBCPIcWniOT 

DtyidT.MtUngh&i 

Ricb^d m HvintiD 

William H-Grtj-HI SqmoiUV.taHi 

MichadHJoidu FultSam 

MW KeMRO.w«iiM 

V'-^MIW* M ••tl>U < 
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,!8|WL1G1P ARD CONfmBlTUL 

WAlflMOuaWHITIWCONSHVT 
OPTHEBOAIDQFDntBCTOMOF 

fib. -t^?^^rf^,,,^^^ (tt.  Cmtfmy^M PonsyNmn cwpOBnoo. do h«iby omt tt Ar idoodoQ tf^S 

Frank C.Oorlueci •EmLmhly 

rkMX.P.U 

DavidT-McUttgbaa 

Maitia C Dickinson RUttdlLPmntei 

wnitgrnRGayin lUymoadW.Sohh 

MjcfadHJonha Fault sm 

rn cj KjLfinsBii 
»<*ntD.WUBrr 

*• ^l^pi ll»^ IB ••|«^f i 



MAY-05-SS   16:21     FromiAKIN.GUMP 03 20ZB874288 T-QSB   P.07/17   Job-332 

PBIVlLZQlPANDCONflJIENlUL 

UKANlMOtiSWRinENCONtnrr 
OF THE BOARD OF DIRSCTOM OF 

(the XanpMV'X * Fcanytari* mpoa&Ut 4* bicAy MUM to tte adopdaa of Bid do 

tem <ftny ^ff^ « * niitiBg flf the HfMiA faly called ana UpBy hild fitf tach wayw oo 
Aprii^O, l»fc 

RESOLVED. tt» tM nk sfAtaaPdli^ ift flfte Con^^ Wkrtinitansi 
C0nwMT«atu»»kignm(^EBCOM^acpwi(iwn'ft"^^w^F^ 
SM ailKM (nit!^ ID ad)iiRR«mifc«Oil£ii| opbi^ 

REBOLvro,lUpa»i«ni»ldcw»dWoiu^^tWp»tBtI»«I»«fWESCOM,( 

rrink C. Cvlueci JtaLatMj 

ftobenECwthom fcriUCMi 

C«oigtK.CaMa4« 

MlhinC. Dtekiraaa 

DtfMT.MelMCUfR 

fLTMrntn 

U'niiamH.Or^lII avowdW.Switk 

Miehft«m.J9i*B hub Stan 

MelKmaim BKAotO.Wvba 

»-«i**«»»w* M •'•t«>M < 
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UNANIMOUS WTTQI CONSENT 
OP THBBOMJ) OFOttECTOIlS OT 

CB8C3PCKA!y3W 

Thetindhrtitntdibttagttttf^wwBbwiqfdwBiartofDfttciwarCBsCaip^ 
MM "Cprnpuk/X » MmoyMma ooipoiiClMV do kMfay aaunt ID dw abpZon of lad do 
hccaby ^oi(i d» ftUa«^ iisddtiodi wiA i!« saw ftm Md cf^ 
hem duly idfipfrt II B mMil^ of TJ» Ba»id ckly caUM «rf I*gaDy hdd fife i»«li 
April 20.1998: 

ft£SOLV£D.llBt!he Mle of nAniniiiDyi)] of the Conwoy's Wbitn^house 

S90niUIiooCiuhject(oo4hinmcimftt 
satiiiiednB ^cfosb^ coodhloiaX is heediy Buttwns^ 

RESOLVED, ill oA« KBt aod coBdMoos with mpeet to iht site efWESCOM, ai 
•ppnivc4^iheBo^ittoiBWgitogco^-^i997«iaailfciofiittthiP»«^aflfeg 

Frank CCaHtaod JaaLosUr 

Robert E.Ciwdu»D DwldK.P.ti 

Gcoig* H. Cofuuies DivblT.McttafhaB 

RiohBd JR. Pivfaotco 

JUQfOODD W. SflUU 

Mi«hMlH.JonjM PtuImSttqi 

Mel Kannuin BobntlXWUtar 

»,«"*M«»'^C M 4'k<^| 
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OPTHEBOAaoQFDttBCTOlttQF 

herr by ido^ ite fbUmiaog motaaoDS wfA d» iw fcw ^ «^ 

RESOLVED, iUfiitettnsi^c<«dUian^^icfpccttt1bfttkerVBSCOlyLM 

ri«akCCvhicd JnLlKhbr 

Rdb«EC«wihom OMdlLP.U 

0*>fgt H. Conckdcs OwWT.Mrtjn^ghlut 

MwtiQCOiciwugn WdJwiR.Hv««» 

Michull iGbuiH.Joite 

KqfTBaadW.SttiA 

nwkStHa 

Mil Rofamawaim 

* "MMtfnwttr •• <^*^« i 



MAY-05-9B 16:22 From:AKIN,GUMP 03 2028874288 T-058   P.10/17   Job-332 
XKjVILViaEP AKD COMnmtNTIAL 

UHANlMOinWlUTT»rCfiNBEKr 
OPTHiWAtDOFll»BCTOR80F 

April 20^1991: 

gEgOLvm.1totell^•tf«nfa''^'«^^tf^eaaP,^ 

FrtakC-Caiiucri laLvGUy 

HObucE-Ciwihtta 

OftBgelLCauriii 

DwidlCP.U 

MwlliiCDiGkinMn JUihlvd K. ffwirttto 

WmamH-araym KflymuBd'W* Sndflk 

PHliStan 

RofaataVkHv 
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9tI7tLBOS3> AND CONfID|NTU& 

UNANIMOUe VUTTEK COMSBMr 
OFTHEBOA*nOFDmECrOR80Jf 

(iht "CoaqM^4). • ?eaoiylvi«* onpomtlOQ, & IwAy cocient to the adoption of nd do 
hereby «fapt fet fbttowint molwdoo* *ilh th» <«ttic foce and ggtet «i if <aM trwtmioai twd 
hMB ddy adopted it t meedBS of ihs fioaid duty oUtd and lepUy held fcr sacb pttposc on 
April 20.1991; 

.  ftCSOLVBDsti^fhiiilaofsiitaaaiUDyaUof^CoBVoq/cVtttln^M^ 
Con9miiniai«rtbitttociiC^E8CO>0»«oori6»tiootf^ 
SfO million 0^^ to i^usttioas^wariciBC e^iil, to docb^ 
iwiirttetioo of cloting BomUrion J}) it hctcfty iiihoriiiU >od aww v^^d; <ad 

RESOLVTO, ail oQttttmB and co^tjoas^dih reject to ttesaleoTWESTO 
approved by the BoinliiHsmix^oc July »jW7.ittate fa fUD fen* ^«HocL 

Fiank C Cuiuod 

Roban E. Cawihem 

CcottettCootadcs DcvidT.MclauBhUa 

Martin CDkkintoa RiahaRlltTmmtta 

wnHamRGayUI S^fnood W. $1^ 

Michael H.Joidtt Paula Stem 

MvtKaitnazin Rob«O.Wate 
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WAXIMOW WWTTHN CONSD#T 
or-mc BOA^O OF DIRECTORS or 

cncemmfAtiou 

ippmvcdbyiNBci^MlttiwfttagoBMy^lPW.remiintafulllteotifultflktt 

Ott 

II 

FmikCCtilutti 

featMfiB.Cft«ihmi 

(feorte H. CooradM 

Msrdn C DicUntyn 

/uiLnchtf 

OlvidK.P,U 

2kilfll 
Uovid^MeLuihja 

RichanliLPivifOltt 

Wr'lllllm H. Qfty ni JUynrtOdW.SffJth 

MidueilLJonbA r»ufiSttm 

KMKvmcdn Rob«tD.*flt» 

«"iv>«»-*«iM4.|*^«< 
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W«ANIMOOS WMTTEW CONSlNr 
OF THE BOAKO OF DDfiCTORS OF 

CMCOBPOttATOW 

Cthe Campaay-J, t Pcsrajrlvwit emponmA, 40 bn^y CMMt A ika tdoodtti of and fe 
bgcby adopt fee fcltowae naamm wnkq^ twu feiti «d tftn M ff ^JZHT^^.. WI 
ta« duly idai^ K » nBring of ft. Baird duly cia«d «ad kjdiy I»W 

Coq}mi!aica4ofl$bitt!iE»CttWESCOM^»«tiii«dtoaftioBlfD^ 
^ Atiiiea (su^ia to t^jwbttaii fewBiUv cQiW. to dasin 
s«tis&ction of clcwiie MndttiOMX u Iw^ wtta^ 

RESOLVED, «UoihB-trc^mdctuuIWonswi4i«pect to rte «rf« of WE$CO^M 
spprevBd by ihi Boird «t hi miotiiv on Jbly 29J 997, xeno^ in (^ ftsee ^ fCftct. 

Frank CCvfucd Jteleaahly 

Robcn E. Cawiham OawIdKF.U 

GtorfttRConittM 

Martin C. Diddnjen 

DtvidrMeUailifin 

RichirfE.HvbnQo 

W;UiBmH.G«yin Riymg«dW. Smith 

Michael K. Jordan PtuIaSiPB 

Mil Kanntan HobenO.Wifter 

*-.«H«MP* M 4'iltyu i 
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UNAMMOUBWBinBr CONSENT 
OTTHBBOAMXffnBKTORSOP 

tothradflfdmefaDdlda (te 'CompMA & Fmytvnli aipMH* do fanAr < 
lierclqrtdqittfac&UowBsiaBinlioviidiite!  
bm duly «top«KtjBittIngtf The BartdBbra^ 
April 20,1991: ^^ 

RBt^Vl^t^ihBwkrfaBhawBi^iBi^dKCaByiay^lWMlfariMDie 
aniaBioitl IttiMtt fWIICOlO faciadie(«iaa<tf^MApqc^^ 

i^lfctiwofdiB<liiaidMo^iikidyiwlia&^tBll|ipBwta;^i 

RESQLVQ^ aD oAv anu iM eoodidaai «Ah Apcet ID «• ttb of WSSCGM. •• 
^prav^ fay (hi Ba«rf JI ill aMftg w AbrS^ 1997»iv«ifa Ml I^M wltftet 

FiCHk C Cartuod fmUatij 

Rabat B-CtwitMni OwldX.F.U 

GtoiciiK.Qioadtt DnidT.Ma«a|httK 

Mudn C Oiektmon 

W[UiiinH.Ckwin 

TTfrli iK  jlTn* ^tn 

K^nAui W, SmxD 

MiefaMlH.JDnta 

vfet Kmaafax Robcrawuw 

•«»« *« «*t>»i« i 
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WANIMOU5 WHITTQf CONSENT 
OF THEBOARU OPDBICFORS OF 

flBSCO»OaA7tt38f 

^mwici?«b«to»rWESCoMnmaoa«s^rf^^ 

•Ppnii^^ftaBoirfMmiMd^TOlWyZSJJfT.M^ftiUfbiMi^^ 

^caak C. Culufici •bnlw^ 

Robert ELQiwAom DwldK-Mj 

George a Com»d« 

M«rtjo C Dtclcinaon 

David t. Bda^i^hUb 

KidMAKRviKMio 

WiUumaGaym 

MichftcIKJoi^a Swn 

MelldnMifiii 
Robaia Wafer 

9"»i-««t»t»« M «. 
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rnji**Jum\MCitM 4Mi«r %«\n'««*»#«*••» • «*«II 

s-**. «..^^-rt-voA*. r*- :r*^ 

UNAMMOCS WBimHCOMSEMr 
OF THEBOARD OF DIRECTORS OF 

TU uadwtoJ^ b^ ^ of ^ wwbm of to Boad of Dwdw of CBS CBW«f*loo 

April 20,1991: 

I^OLVEathtttosdcofiuhitiiina^^ 

jMonUw(iu^tp4usBaaia^wprfdnaeiMw<J»^^ 

BEsoLvro1in«toiwM»J«wW^'^«e^^tt^,*J^^ ^pn^dbytteBoarf^ittWBrtaaOB^JJjMritmiialnlunfcWiBdBaa 

FrukCCvlued JasL«cUy 

RDbcrtE.CiWtMrt DivkllCF.U 

CcocttH-Conndtt DiVidT.MeUujWJil 

MwlinC Dickinson RIefctrt R. Kwirotm 

WnibmRGnyin HayiaMdW.Sonb 

MidildH.lQrdiB 

Mel lUnnaiiB 

rr' PtuIaStnn 

11 » a»Hf* ^m 

T^IPiMBW^ « fV—U » 
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INDEPENDENT AUDITORS' REPORT 

To the Shareholders of 
RSL Communications, Ltd. RSL Communications, ua. Communications. Ltd.. a 

We have audited the ^omPanyin^ December 31. 1997 arid 
Bermuda corporation, and '^^^ equity and cash flows for 
1996. and the related consol.dated ^^/DSer 31   1997. Our audits also included the 
each of the three years  n the P*"^*^^^ as Item 21(b). These consolidated 
consolidated financial statement ^^f.^ schedules are the responsibility of the 
financial statements and the c0^d^ on these consolidated financial 

stat::^: audits. T^^^-x^^^^^ 

examining, on a test basis fld6• Jthe aLountiCrincipies used and significant estimates 
SeTma^nSI: "S ^e SSn^ Satemen, pmsentation. We Peiieve 

Shafour audits provide a reasonable basis for our op.mon. 

'"rro^n.s.noonsoiida.ed.inanc.is.e^ 
consolidated financial position »'^.^T^^^t^ySt^ ended December 31.19g7 in 
and the results of their operaaons f d*e''°f„h*^.21

r "the United States ol Ametioa. Also, in our 
conformity with accounting pnnciples 9%^°•^ ^e„ considered in relation td the basic 

rsr-inrs—^^^ 
set forth therein. 

DELOITTE & TOUCHE LLP 

NEW YORK. NEW YORK 
FEBRUARY 18.1998 
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RSL COMMUNICATIONS, LTD. 

CONSOLIDATED BALANCE SHEETS 
($ in thousands, except for share data) 

December 31, 
1996 

December 31, 
1997 

ASSETS 

Current Assets:                                                                              $104.068 
Cash and cash equivalents            • 26,479 
Accounts receivable  • • • • • • • • • • • • •   "".'.  67,828 
Marketable securities—available for sale  3,969 
Prepaid expenses and other current assets  "202^344 

Total current assets  104,370 
Marketable Securities—Held to maturity   ! 

Property and Equipment:                                                                           29,925 
Telecommunications equipment     5.926 
Furniture, fixtures and other  35,851 

(3'.513) 
Less accumulated depreciation  32,338 
Property and equipment—net • •; • •  QT^DS 

Goodwill-and other intangible assets net of accumulated amort.zat.on ........ -BZ|g| 

Deposits and Other Assets  $427,969 

Total Assets  ' 
UABIUTIES AND SHAREHOLDERS' Eoumf 

Current Liabilities:                                                                                  $ 49.370 
Accounts payable ""  12.701 
Accrued expenses  6.538 
Notes payable ''"'  3,570 
Deferred revenue '"'  5,236 
Other liabilities  77.415 

Total current liabilities  15^286 
Other Liabilities—noncurrent  ejosi 
Long-term Debt—less current portion  "iiijDOO 
Senior Notes. 12V4% due 2006. net  ""12393 
Capital Lease Obligations-less current portion • • 407'126 

Total Liabilities •••••• _ 
Commitments and Contingencies 
Shroer;mlon1^kUic!ass A-par value $0.00457; 0 and 10.872.568 issued and 

issued and outstanding at December 31. 1996 and 1997 respectively _ 

and 0 shares issued and outstanding at December 31. 1996 and 13»/, g3 

respectively ; ; • • */,:,; V^JCT .•••••• ^ 
Warrants—Common Stock, exercise pnce of $0.00457  65 064 

Additional paid-in capital " (47.740) 
Accumulated deficit • • • '    "' (622) 
Foreign currency translation adjustment • (1,544) 
Deferred financing costs "''" 20.843 

Total shareholders' equity  $427!969 
Total Liabilities and Shareholders' Equity  ! 

$ 144.894 
70.610 
13.858 
16.073 

245,435 
68.836 

63.998 
21,583 
85.581 
(13.804) 
71.777 

214.983 
4.633 

$ 605.664 

94.149 
49.965 

4.604 
5.368 
8.271 

162.357 

296,500 
20.108 

478.965 

49 

141 

5,544 
274.192 
(147.939) 

(5,288) 

126.699 
$ 605,664 

See notes to consolidated financial statements. 
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RSL COMMUNICATIONS, LTD. 

CONSOLIDATED STATEMENTS OF OPERATIONS 
($ and shares In thousands, except loss per share) 

Year Ended        Year Ended        Year Ended 
December 31.     December 31,    December 31, 

1995 1996 1997 

        $18,617 
Revenues "' 17,510 
Cost of services 

Gross profit  
Selling, general and administrative expenses 

Depreciation and amortization   

Loss from operations  

Interest income  
Interest expense  
Other income  
Minority interest  

Income taxes  

Net loss  

1,107 

9,639 
849 

(9,381) 

173 

(194) 

$ 113,257 $ 300,796 

98.461 265,321 

14.796 35,475 

38.893 94,712 

6.655 21,819 

(30.752) (81.056) 

3.976 13,826 

(11.359) (39.373) 

470 6.595 

(180) 210 

(395) (401) 

$ (38,240) $(100,199) $ (9.402) 

$    (1.67)       $      (5.13)      $      (5-27) 
Loss per share   
Weighted average number of shares of common stock 5 ^ ^g 19i008 

outstanding  

See notes to consolidated financial statements. 
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RSL COMMUNICATIONS, LTD. 

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY 
($ and shares in thousands) 

Foreign 
_,„„ B Common Stock Additional Currency    Deferred 

Cla88-    ^o    -^etoek Preferred Stock      Warrants        p^^n   Accumulated Translation Financing 

^^^^^^^[^^^-^-^^^^ 

BAUNCE. _$_ -$- -$-$        -$ (") $     - $    -   $ 
Januaryl. 1995 .... _    $—                 »                                                                                                                   ^ 

Issuance of Preferred __ 9244      93 —         —      13'261 —             — 

Stock  —      - 
Issuance of Common B m      oa _      — —        —       1.822 _            —           — 

Stock  -      -     6'41_;      _ _      _ -   -  - (9.402)  -  =   . 

BALANCE. 29     9 244       93 - -      15,083 (9,500) 
December 31.1995 -      -     6.411       29    9.*w 

Issuance of warrants in 
connection with Notes _      _        _      —      657    4,000 — ~ ~ 
Offering • •        —      — 

Issuance of warrants in 
connection with 
shareholder standby 
facility and revolving _      _        _—•     460    1,544 — — —      (1,544) 

credit facility          —     — 

Issuance of Common ,.,„       .n _        — —     49.981 — ~ 
Stock         -      -     4'118       19 

Foreign Currency 
Translation _____ — — (622) — 
Adjustment         —     — ~      __        _      _        _        _  —       (38.240)     —      — 

BAUNCE. 48     9 244       93     1.117     5.544      65.064        (47.740) (622)      (1.544) 
December 31.1996 -     -    10-529      ^    9X** 

Issuance of Class A _      _        _        _    209,128 — — — 

Common Stock  10.873      49 -      - 
Conversion of Preferred 

Stock In Exchange for 

s!SBCOmm0n.... -      -    20.232       93    (9.244)     (93) -         - " 

Foreign Currency 
Translation _         _       — —         — —              —       (4.666) 
Adjustment   —     —         ~ 

Amortization of deferred ___      — '—— —             —            —       1.544 
financing costs  —     —                   _        __ _        _  (100.199)     —      ~ 

B^iLr31.1997    ^^^611141=1^^1^^^   1^^'     &     *= 

Total 

(98) 

13.354 

1.851 
(9,402) 

— 5,705 

_ 4,000 

—        50,000 

(622) 
(38.240) 

20,843 

209.177 

— (4.666) 

1.544 
(100.199) 

$ 126.699 

See notes to consolidated financial statements. 
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RSL COMMUNICATIONS, LTD. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

($ in thousands) 

Cash flows provided by (used in) operating activities: 
Net loss ''' " 

Adjustments to reconcile net loss to net cash provided by (used in) 
operating activities, net of effects of purchase of subsidianes: 
Accretion of interest receivable on restricted marketable secuntes 
Depreciation and amortization  
Foreign currency transaction (gain)  
Loss on disposal of fixed assets  
Provision for losses on accounts receivable  
Reversal of accrued liabilities  

Changes in assets and liabilities: 
Increase in accounts receivable  
Decrease (increase) in deposits and other assets • • • 
Decrease (increase) in prepaid expenses and other current assets 
Increase in accounts payable and accrued expenses. •••••••••••• 
Increase (decrease) in deferred revenue and other current liabilities 
Increase (decrease) in other liabilities  

Net cash provided by (used in) operating activities  

Cash flows used in investing activities: 
Acquisition of subsidiaries  
Purchase of marketable securities  
Proceeds from marketable securities   
Purchase of restricted marketable securities  
Proceeds from restricted marketable securities  
Purchase of property and equipment   
Proceeds from sale of equipment  

Net cash used in investing activities  

Cash flows provided by financing activities: 
Proceeds from issuance of common and preferred stock and warrants 
Underwriting fees and expenses  
Proceeds from notes payable  
Payment of notes.payable • • •  
Proceeds from issuance of 12V4% Senior Notes and warrants ........ 
Payments of offering costs —  
Proceeds from long-term debt  
Payments of long-term debt  
Principal payments under capital lease obligations  

Net cash provided by financing activities    

Increase in cash and cash equivalents  
Effects of foreign currency exchange rates on cash  
Cash and cash equivalents at beginning of period  

Cash and cash equivalents at end of period  

Supplemental disclosure of cash flows infomiation: 
Cash paid for. 

Interest  

Supplemental schedule of noncash investing and financing activities- 
Assets acquired under capital lease obligations  

Issuance of notes to acquire stock  

Issuance of warrants for shareholder standby facility  

Issuance of Class A Common Stock  

Acquisition cost included in current liabilities  

Year Ended Year Ended Year Ended 
December 31, December 31, December 31, 

1995 1996 1997 

$   (9.402) $   (38.240) $ (100.199) 

(1.562) (5.504) 

848 6.655 21,819 
(788) — 
368 — 

149 2.830 10.908 
— (7.000) 

(2.453) (17.034) (45.069) 
366 (3,249) (2.929) 
297 (925) (13.196) 

3.511 44.243 56.354 

1.501 4.279 (2,155) 
8.737 (7.052) (4.841) 

3.554 (10.475) (91.812) 

(15.413) (38.552) (77.813) 
(82.529)   

  14.701 54.167 
  (102.808) — 

  41.038 

(1.124) (15.983) 
171 

(36.357) 
144 

(16.537) (225,000) (18.821) 

15.205 50.000 182.160 
— (14.618) 

3.000 — — 
(3.000) (3.348) 

_ 300.000 — 
  (10.989) — 

44.000 — 
(44.598) (9.402) 

(62) (382) (2.757) 

18.143 335.031 152.035 

5.160 99.556 41.402 
(651) (576) 

3 5.163 104,068 

$    5.163 $• 104.068 $ 144,894 

$         31 $      1.639 $    41,285 

$    4.950 $      7.897 $    13.060 

$         — $      9.328 $           - 

S       — $      1.544 $           - 

$         — $           — $    41.635 

$         - $           — $    17.929 

See notes to consolidated financial statements. 
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RSL COMMUNICATIONS, LTD. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the years ended December 31,1995,1996 and 1997 

1. Business Description 

RSL Communications, Ltd. ("RSL"), a Bermuda corporation, is the successor in interest to RSL 
Communications Inc., a British Virgin Islands corporation, which is the successor in interest to RSL 
Communications, Inc., a Delaware corporation. RSL. together with its direct and indirect subsidiaries 
are referred to herein as the "Company." The Company is a multinational telecommunications company 
which provides an array of international and domestic telephone services. The Company focuses on 
providing international long distance voice services to small and medium-sized businesses in key 
markets. The Company currently has revenue producing operations and provides services in the United 
States, the United Kingdom, France, Belgium, Germany, the Netherlands, Sweden, Finland. Australia, 
Venezuela. Italy, Switzerland and Denmark. In 1996, approximately 60% of the world's international 
long distance telecommunications minutes originated in these markets. 

2. Acquisitions 

7997 Acquisitions/New Operations 

Callcom AG fur TeleKommunikation 

In December 1997, RSL Europe acquired a 78.5% interest in Callcom AG fur TeleKommunikation 
("RSL Switzerland"). The Company invested approximately $2.1 million in cash in RSL Switzerland for 
common shares. 

EZI Phonecard Holdings Pty. Limited 

In October 1997, RSL Com Australia Holdings Pty. Ltd. ("RSL Australia") acquired 85% of EZI 
Phonecard Holdings Pty. Limited for approximately $200,000 in cash and the assumption of net 
liabilities of $1.3 million. In connection with this purchase, RSL Australia recorded approximately 
$1.5 million of goodwill. 

Call Australia Group 

In October 1997, the Company through its wholly-owned subsidiary, RSL Australia acquired 100% 
of the issued capital of each of Call Australia Pty. Ltd., Associated Service Providers Pty. Limited, 
Digiplus Pty. Limited, Power Serve Communications Consultants Pty. Limited, Talk 2000 Networks Pty. 
Limited and Telephone Bill Pty. Limited (collectively the "Call Australia Group"), leading Australian 
switchless resellers, for approximately $24.5 million. In connection with this purchase, RSL Australia 
recorded approximately $24.5 million of goodwill. 

LDM Systems, Inc. 

In October 1997, the Company acquired 100% of the outstanding common stock of LDM Systems, 
Inc. ("LDM"). The total purchase price was $14.9 million. In connection with this acquisition, the 
Company recorded an equal amount of goodwill. 

Delta Three, Inc. 

During 1997, the Company acquired a majority interest in Delta Three, Inc. ("Delta Three"). The 
Company paid approximately $8.8 million for approximately 72% ownership of the Company and 
agreed to acquire an additional 26% interest during 1998. In connection with this transaction, the 
Company recorded approximately $3.8 million in goodwill. 
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RSL COMMUNICATIONS, LTD. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued) 
For the years ended December 31,1995,1996 and 1997 

2. Acquisitions—(Continued) 

Maxitel 
In Aoril 1997 RSL Com Europe Ltd ("RSL Europe") acquired a 30.4% interest in Maxitel a 

Portltse international telecommunications carrier, and has since increased its ownersh.p mterest .n 
MaSo39t The total investment in Maxitel is approximately $2.1 million. The .nvestment .n Maxitel 
is accounted for under the equity method of accounting. 

Newtelco 
in Auaust 1997 RSL Europe purchased 90% of the stock of Newtelco Telekom AG ("RSL 

Aust5L"t an Austrian start-up telecommunications company for an $800,000 investment in the 

company. 

RSL Com Italia S.r.l 
In Auaust 1997 RSL Europe acquired 85% of the stock in RSL Italy ("RSL Italy"), an Italian 

telecommuSons res^ Company paid approximately $1.7 million for its investment ,n RSL 

Italy. 

European Telecom S.A./N.V. 
In December 1997. RSL Europe acquired 90% of European Telecom S.A./N V ("RSL Belgium") 

which Pn turn owns 100% of European Telecom SARL (RSL ^emburg^ The Company paid 
approximately $18.6 million for this acquisition and recorded an equal amount of goodwill. 

Other 
In Aoril 1997 the Company acquired substantially all of the commercial customer contracts of 

Paciic Sta" CormunTca«onsPLimVan Australian based company. The Company paid approximately 
$1.5 million in cash and recorded this amount as a customer base. 

1996 Acquisitions/New Operations 

Certain Assets of Sprint in France and Germany 

In Mav 1996 the Company acquired the net assets, principally telecommunications equipment and 
facil ies %n!StSe inUJal long distance voice businesses ot Spnnt In F^nce and Germany 
through its wholly-owned subsidiaries RSL COM France S.A.. a Frenc^°^^n

an^u
F^ 

and RSL COM Deutschland GmbH, a German limited liability company ("RSL Germany). P^uant to 
the appncable asset purchase agreements, the Company can not disclose the P^chase price of the ne 
assets In connection with this transaction, the Company recorded approx.mately $7.9 milhon of 

goodwill. 

Belnet Nederland B.V. 

In October 1996. the Company acquired 38.710 shares of Belnet Nederland B.V. (^a'^RSL"). 
representing 75% of the outstanding stock for $10.0 million and the assumpjon of l.abi Jes of 
$500,000. In 1997. the Company acquired the remaining shares for W•^*••^* * 
connection with the purchase of Belnet/RSL, the Company recorded approximately $15.6 million ot 

goodwill. 
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RSL COMMUNICATIONS, LTD. 

NOTES TO CONSOUDATED BNANCAL STATHM^SHCominued) 
For the years ended December 31,1995,1996 and iss" 

2. Acquisitions—(Continued) 

Incom (UK) Limited 

In August 1996. the Company ^^^^^^^^^^ 
(UK) Limited rincom"). a ^d K|ngd0m re ^ |n additioni 3,333 
International Telecommumcat ons Group- Lfc^UTto M"?e ,       ber of n0n.voting 

sTcontr rrt^r ^CO^^L appq—, ** -»-», 
goodwill. 

1995 Acquisitions/New Operations 

OnMarch10.1995.theCompanyen^ 
ITG and RSL COM U.S.A.. Inc. (formerly k"0^^^^^ J^Q 66>667 shares of ITG's 
("RSL USA"), pursuant to which the Company^ inc|udi 
Series A convertible preferred stock (wh.ch represented 25 ^'^^^n ou a ^^ 

common and preferred shares) ^^TfH^J** ^1 ^ 
shares of ITG's common stock at vanous ^.^""V^^1 ^ $12.9 million. 

T996) a"d Too% (at Dacambar 31,1997) of me oUtstand,ng sharaa of ITG. 

6«ac.*e Sap.embeM. 199^0;^ 

^haaad r^l arSoHh^apr, So. CySnMo'ipia^y S7.2 minion, in addition. 
^ouTMa^rmeToCyaoqoired.neren^ningou.s^nding shares. 

K1rrxr^n^r?u=r^rr^srdCS 
$30.6 million of goodwill. «». c i tn 

,„ November ,995. the Compan,, ^* ^^^X'SL^ca^" EuX ^ 
("BSL COM Europe") oompleted the ^uf».n°'5^°'2SoledToo% ol the shares ol RSU 
bSerAB^^^^eS^TS^^rro-^-COM^dOV. 

Dudn, me pedod August 1996 mrough "^^'^^^C^ "EZ srpS^^Tm^Trrs^rrrpr^o.&.-Europe.me 
Company recorded approximately $5.4 million of goodwill. 

Accounting Treatment 

The acquisitions, unless otherwise stated, have *-"-?" 
accounting and. accordingly, the purchase pnces have been J^^ ^*e ^^ values at the 
fixed assets and accounts receivable, and liabilities **^*f*ZT^TXSoTZ net assets 
dates of acquisition. The excess of the purchase pnce over the es.m^ed ^ ^s 0^luation of the 

sss ^^^^^^^^^^^^ S -a ^the 
aSSon of the acquisition costs among the tangible and intangible assets may change. 
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RSL COMMUNICATIONS, LTD. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSHContinued) 
For the years ended December 31.1995.1996 and 1997 

2. Acquisitions—(Continued) 

^ tonowing Presents theunau£ pro ^^^^^^^^^ 
Company for the years ended Dece^ ^      had occurred on 

T• T^TM oThracquisi   nS ^ date of acquisition. The 

Sate^^^ -P-ent ^ r^ ^ ^ 0Perat,0nS 
have been had such acquisitions actually occurred on such date. 

Year Ended      Year Ended 
December 31.1996 December 31.1997 

(Unaudited) 
(S in thousands, except loss per share) 

$203,075 $ 371.757 
Revenues  - —— 

$(40,916) $(103.697) 
Netloss  gj =      /c ^ 

$    (5.49) $      (5-46) 
Net loss per share  =    i ==±= 

3. Summary of Significant Accounting Policies 

Principles of Consolidation and Basis of Presentation-^ ^f^^^^l 
.clu^accountsofRSLCom^^^^^^ 

rnferco^ SuS aSn^ns have been eHmina.ed. Each of .he Ccmpa„/s subs,dBnes 

has a year end of December 31. 

Manaaement Assumptions-lte preparation of the consolidated financial statements requires 

other claims. Actual results could differ from these estimates. 

Foreign Currency Translation-Assets and liabilities of foreign entities h^f^fSf0° 

entities. ' "eJr0^R«"    SDRs are the established method of settlements among international 

presented. 
Cash and Cash £qu,Va/enfs-The Company considers all highly liquid investments purchased with 

an original maturity of three months or less to be cash equivalents. 

accounts flece/Vab/e-Accounts receivable are stated net of the allowance for doubtful ^^ 
$3.90oToo and $12,000,000 at December 31.1996 and 1997. respectively. The Company recorded 
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RSL COMMUNICATIONS, LTD. 

NOTES TO CONSOLIDATED FINANCIAL STATEMEI^SHContinued) 
For the years ended December 31.1995.1996 and 1997 

3. Summary of Significant Accounting Policies-(Continued) ^ 

bad debt expense of $149,000. $2,830,000 and $10,900,000 for the years ended December 31.1995. 

1996 and 1997. respectively. 

^ Expen^-Accrued expenses XZ^^ST^^tl^T^ 

paper and corporate notes with a matunty fh
a'e^f'^^Sa^ed atamodized costs, 

tor sale securities are stated at market ^'^f'" •3 ^X s JCHTC identification method. 
Gains and losses, both realized and "nMlB^'^JT^, rf Sa SSHS at the balance sheet date. 
Madcet value is determined by the ^.^^iS 0^^ h^TmM * securities under the 
^r^rNrit^ATSr^r^tmen. in oeb. and Eduity Secures." 
depending on the security. 

fairSrrs^r^«SS»SS 
r^pSr^cSrpr^n e^se was m,COP0, S3..a2,O0O and 39,794,000 tor 
?he years ended December 31,1995,1996 and 1997, respecbvety. 

Cood»,,,andHe/a,ed^d^^oc—=^.heeXce^^ rrvr^ro^^^sr^r^s.haa 

Deferred Financing Cosfs-The deferred financing costs incurred in connection with the Sen.or 
Notes are being amortized on a straight line basis over ten years. 

Deposes and OfceMssete-Oeposits consist principally of amounts paid to the Company's earner 

vendors vendors. 

revenues until such related services are provided. 
Cosf of Se/v/ces-Cost of services is comprised primarily of transmission costs. 

aSualive expenses in the Compan/s consolidated statement ol operahons. 

Income Taxas-The Company accounts lor income taxes under the provteions ol Stalemen d 
FinaS Accenting Standards (-SFASl No. .09 "^^J^^^Zs^ZZ 
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RSL COMMUNICATIONS, LTD. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTSHContlnued) 
For the years ended December 31.1995.1996 and 1997 

3 Summary of Significant Accounting Policies-{Continued) 
3. bumm   y        » Company's foreiQn subsidiaries file separate income tax 
'Z^t^^^^^^ ^U's United States subsidiaries fi.e stand-a.one 

United States income tax returns. 

Loss per Ovmon S/ja^n acco^ - 'he ^^^^ 

"Earnings Per Share", the loss per "^^.^.^^Yng Outstanding common stock 
common shares by the weighted *•*'<r*** ^mmon she« caLation as their eHect is anti- 
S ^^0 ors-prr^X^rsLe- did not aHec. the Companys method o. 
computing the loss per common share. 

Effects of Recently Issued Accounting Standards 

Z^T^Z^^^S^^ a^the remainder to he not 

significant. 
,-.or,-     ^ccAQMrtm "Disclosure about Segments of an Enterprise and 

in June 1997. the FASB '^"f fFAS ^  31.  D'sctosun^ 9 ^ revenue and 

Related Information." SFAS No. 13;.rfe
q"'r®^ 

expense items, and assets for rePorta^^t
n

S: " ^ an
q
d other amounts disclosed for segments 

revenues, total segment profit or loss, total foment ^ SFAS No. 131 is effective for 
to the corresponding amounts .n the general  ^^ at the subsidiary level to 

SeTeo^Ssfn^^^^^^^^^^^ 

4  Concentration of Credit Risk 

Ttre Company issubiecttosigni^antcc.en.rauonso.^^^^^^ 

sffpctfid 

The Company maintains its cash with high quality credit institutions, and rts cash equivalents and 

marketable securities are in high quality secunties. 
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RSL COMMUNICATIONS, LTD. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 
For the years ended December 31,1995,1996 and 1997 

5. Marketable Securities 

A summary of the Company's available for sale marketable securities at December 31,1996 and 
December 31,1997 is as follows (in thousands): 

December 31,1996 December 31,1997 
Amortized       Market      Amortized       Market 

Cost Value Cost Value 

Corporate notes       $40,728 $40,678 $2,500 $2,500 
Medium term notes :        10>951 10'938 ~        „ 000 
Commercial paper         10.261 10.257 4.390        4.388 
Federal agency notes          5.888 5.884 6.968 _6!?73 

$67.828 $67,757 $13.858 $13.861   , 

The Company has recorded its available for sale marketable securities at amortized cost as the 
difference between amortized cost and market value is immaterial to the consolidated financial 
statements. 

The carrying value of the available for sale marketable securities by maturity date as of 
December 31,1996 and December 31. 1997 is as follows (in thousands): 

December 31,1996    December 31.1997 

Matures in one year  $57,548 $11,856 
Matures after one year through three years  10.280 2'00Z 

Total  $67,828 $13.858 

Proceeds from the sale of available for sale marketable securities for the years ended 
December 31.1996 and 1997 were $14.701.000 and $27,675,000. respectively. Gross gains (losses) of 
$56,000 and ($2,000) were realized on these sales for the years ended December 31,1996 and 1997. 

Securities classified as held to maturity, which are comprised of Federal agency notes, are stated 
at amortized cost. Such securities are restricted in order to make the first six scheduled interest 
payments on the 12V4% Senior Notes (see Note 7). The held to maturity securities at December 31, 
1996 and 1997 are as follows (in thousands): 

December 31,1996 December 31,1997 
Amortized        Market       Amortized      Market 

Cost Value Cost Value 

Matures in one year     $39,692   $39,738    $35,455    $35,522 
Matures after one yearthrough three years...       64.678       65.002      33.381      33,377 
Total     $104.370    $104.740    $68.836     $68.899 

6. Income Taxes 

The Company has incurred losses since inception for both book and tax purposes. The Company's 
Netherlands subsidiary recorded income tax expense of approximately $395,000 for the year ended 
December 31,1996 and $401,000 for the year ended December 31,1997. As of December 31,1996 
and December 31,1997, the Company had net operating loss carryforwards generated pnmanly in the 
United States of approximately $47,000,000 and $147,000,000, respectively. The net operating loss 
carryforwards will expire at various dates beginning in 2009 through 2013 if not utilized. The utilization 
of the net operating loss carryforwards is subject to certain limitations. 
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RSL COMMUNICATIONS, LTD. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued) 
For the years ended December 31,1995,1996 and 1997 

6. Income Taxes—(Continued) 
In accordance with SFAS No. 109. the Company has computed the components of deferred 

income tSes as of December 31.1996 and 1997. as follows (in thousands): 

 December 31,  

1996 1997 

$ 18.800       $ 59,000 
Deferred tax assets.....  (59.000) 
Less valuation allowance  ^   '     '      ^      _ 
Net deferred tax assets  ~ - 

THP Comoanv's net operating losses generated the deferred tax assets. At December 31,1996 and 
1997 fvaSn alla'nce of $18,800,000 and $59,000,000. respectively, is prov.ded as the 

realization of the deferred tax assets are not likely. 

7. Notes Payable and Long-term Debt 

Sen/or Nofes 

On October 3.1996, RSL Communications PLC ("RSL PLC"). a ^^^ 
• o. .«H /tho -noht Offerincn 300 000 Units, each consisting of an aggregate of one $1,000 Senior Note 

price of such Warrants is $.00457. 

ThP value ascribed to the Warrants was $4,000,000. The unamortized discount is recorded as a 
reduSonCatiS S« vSSe of the Notes, and is amortized over the life of the Notes. Such d.scount 
was?4°SoS and6 S^OO.OOO at December 31.1996 and December 31,1997. respecfvely. 

The Notes which are guaranteed by RSL. are redeemable, at RSL PLC's f P«°"'^^°r 
MnJmhJr 1T2001  initiallv at 1061250% of their principal amount, dechnmg to 103.0625% of thei 

oSa*^ 15'20021 anf at 10?0Lth6 SS amoTn? subsequent to November 15. 2003. The Notes, or a portion thereof, may also be redeemed 
upon tL consummation of a public equrty offering which yields proceeds .n excess of a sPecrf.ed 

amount. 

In connection with the issuance of the Notes, the Company is quired to maintain restri^ 
marketable securities in order to make the first six scheduled interest payments on the Notes. Such 
SS mSe securities amounted to $104,370,000 and $68,836,000 at December 31. 1996 
and December 31.1997. respectively. 

The indenture pursuant to which the Notes were issued contains certain restrif^e
r^

e
0

nf^^h
r 

imoose limrtations on RSL and certain of its subsidiaries ability to. among o her ^gs- 0  'ncu 
aXfonaTndebtedness. (ii) pay dividends or make certain other distributions, (m) issue caprtal s^ock of 
ceS sS debt, (v) enter into transactions with shareholders and aff.hates. 
(vi) create liens, (vii) enter into sale-leaseback transactions, and (vm) sell assets. 

At December 31. 1996 and 1997. the Company is in compliance with the above restrictive 

covenants. 
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RSL COMMUNICATIONS, LTD. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-<Continued) 
For the years ended December 31,1995,1996 and 1997 

7. Notes Payable and Long-term Debt—{Continued) 

Credit Facilities 

At December 31 1996 and 1997. the Company had a $7,500,000 revolving credit facility with a 
bank (the "Revolving Credit Facility"), guaranteed by the Company's Chairman, all of whwh was 
available At December 31. 1996. the Company also had a $35,000,000 shareholder standby fac.Hty 
with the Company's Chairman. 

The shareholder standby facility bears interest at the rate of 11% per annum. In connection with 
this facility and the Company's Chairman's personal guarantee of the Revolving C^'^^'f^ 
Company's Chairman received warrants, which vested over one year, to purchase 459.900 Class B 
common shares of the Company (the "Class B Common Stock"). The Company recorded $1,544,000 
as the value of the warrants at the time of their issuance. The Revolving Credit Facility bears interest a 
the rate of LIBOR plus 1%. The Shareholder Standby Facility, in accordance with the contractual 
agreement, expired upon receipt of the net cash proceeds from the initial public offering. 

The warrants became exercisable on October 3. 1997 at an exercise price of $.00457 per share 
and expire in October 2006. 

During August 1996. the Company obtained a $50,000,000 revolving credit facility with a bank. 
Guaranteed by the Company's Chairman, and utilized this facility to repay the bank for all amounts due 
under the previously outstanding Revolving Loan Facility provided by the bank and guaranteed by the 
Company's Chairman, which was $44,000,000 at the time of repayment. Immediately prior to the Deb 
Offering, the Company repaid $35,000,000 of the $44,000,000 borrowed under the Revolving Credit 
Facility with the proceeds of the Subordinated Shareholder Loan (see Note 11) and reduced the 
outstanding commitment under the Revolving Credit Facility to $7,500,000. 

The Company has a credit agreement which provides for up to $5,000,000 in committed credit lines 
to finance its accounts receivable. Interest is payable at 2V*% over the prime rate of interest (pnme 
being 8V4% and 8Vfe% at December 31.1996 and 1997. respectively). A second credit line provides for 
up to $2,000,000 in capital expenditure financing. Interest on this line is payable at 2VJ% over the pnme 
rate of interest. During the year ended December 31.1997. the lines of credit were reduced to $570 000 
and $-0- respectively. The total amounts outstanding at December 31.1996 from the above credit lines 
were $680,000 and $606,000. respectively, and at December 31. 1997 was $475,000 and $0-. 
respectively. The remaining credit line terminates on August 31.1998. Borrowings under both of these 
credit lines are collateralized by a letter of credit. 

The Company, through LDM, has a $10.0 million revolving credit facility. There was $3.6 million 
outstanding under this facility at December 31.1997. This facility is payable in full on September 30. 
2000 and accrues interest at prime rate plus 2.5% per annum. 

Other Financing 

In connection with the September 1996 purchase of additional shares of ITG's common stock, the 
Company issued secured notes totaling approximately $9,328,000. Such notes and interest were 
secured by the common stock acquired, and were payable in annual and quarterly installments, 
respectively, and bore interest at the rate of 6%. In 1997, the Company satisfied the remaining loan 
obligations with such minority shareholders. 
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RSL COMMUNICATIONS, LTD. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Continued) 
For the years ended December 31,1995,1996 and 1997 

7. Notes Payable and Long-term Debt—(Continued) 

Vendor Financing 

At December 31, 1996 and 1997, RSL USA has a series of current notes payable to different 
vendors in the amount of $4,282,000 and $976,000. respectively, which bear interest at the rates from 
8% to 14.5%. 

One of the Company's primary equipment vendors has provided to certain of the Company's 
subsidiaries an aggregate of approximately $50 million in vendor financing commitments to fund the 
purchase of additional capital equipment. At December 31,1996 and 1997. approximately $39.0 million 
and $15.8 million was available, respectively. Borrowings under this agreement are recorded as capital 
lease obligations. 

Long-term debt maturities at December 31.1997 are as follows (in thousands): 

Year Ended 

1998      $   4'604 

1999   — 

2000   — 

2001    — 

2002   "~ 
2003 and thereafter       300-000 

Total      304^ 
Less current maturities      (4.604) 
Long Term Debt and 12V4% Senior Notes     $300.000 

RSL's notes payable had fair values that approximated their carrying amounts at December 31. 
1996. At December 31. 1997. the Senior Notes had a fair value of aproximately $330,000,000. The 
increase in fair value is primarily due to changes in the interest rate environment. The remainder of the 
notes had fair values which approximated their carrying amounts. 

interest expense on the above notes was approximately $461,000. $10,457,000 and $37,136,000 
for the years ended December 31.1995. 1996 and 1997, respectively. 

8. Goodwill and Other Intangible Assets 

Intangible assets at December 31,1996 and 1997 consist of the following (in thousands): 

 December 31,  
1996 1997 

Goodwill and other        $80,358 $216,858 
Deferred financing costs  IP.988       1L§§5 

91,346 228,513 
Less accumulated amortization          (3.741) (13,530) 
Intangible assets—net        $87.605 $214,983 

Amortization expense for the years ended December 31, 1995, 1996 and 1997 was $548,000, 
$3,193,000 and $9,980,000, respectively, 
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RSL COMMUNICATIONS, LTD. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-{Contlnued) 
For the years ended December 31,1995,1996 and 1997 

9. Shareholders' Equity 

Common Stock 

Duma 1996. the Company issued 4,117.522 shares of Class B Common Stock for cash 
aggregating $50,000,000. During 1995. 6.411,365 shares of Class B Common Stock were issued for 
$1,851,000. 

On September 30,1997, the Company revised its capital structure (the "Recapitalization"), in part 
to (i) effect a 2.19-for-one stock split for each outstanding share of each class of common shares and 
each outstanding share of Preferred Stock, (ii) increase the number of authorized shares o its Class A 
Common Stock and Class B Common Stock to an aggregate of 438.000.000 shares and m) increase 
the number of authorized shares of its Preferred Stock to 65.700.000. The holders of the Class A 
Common Stock are entitled to one vote per share, and the holders of the Class B Common Stock are 
entitled to ten votes per share. 

On September 30,1997. the Company commenced an initial public offering of 8.280.000 shares of 
its Class A Shares. The aggregate offering price of the 8.280.000 shares of Class A Common Stock 
sold in the equity oftering to the public was $182,160,000. with net proceeds to the Company of 
$167,542,000. 

In June 1997 ITG's Founder and former Chairman elected to exchange his shares in ITG. a 
subsidiary of the Company, for shares in the Company. Accordingly, the Company issued 1 -f 7.094 of 
the Class A Common Stock, par value $0.00457 per share, of the Company in exchange for 15.619 
shares of common stock of ITG and recorded approximately $32,575,000 as additional pad in caprtal. 

During 1997, the Company issued 712,142 shares of Class A Common Stock upon the exercise of 

options. 

During 1997, in connection with the acquisition of certain minority interests, the Company issued 
411,105 shares of Class A Common Stock. 

Preferred Stock 

During 1995, the Company issued 9.243.866 shares of its preferred stock to the holders of its 
Class B Common Stock for cash of $13,354,000. The preferred stock ranked senior to the Company's 
common stock as to dividends and a liquidation preference of $1.00 per share. Each share was 
convertible at the holder's option into 2.19 shares of Class B Common Stock. All preferred shares were 
automatically converted into the Company's Class B Common Stock as the public offenng yielded 
proceeds in excess of $25,000,000. in accordance with the terms of the Preferred Stock agreement. 
Dividends, at the rate of 8%, were cumulative. Upon conversion of the shares of the preferred stock, tne 
cumulative dividends were deemed to be cancelled and waived upon conversion. The cumulative 
amount of such dividends was approximately $16,000. 
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RSL COMMUNICATIONS, LTD. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Continued) 
For the years ended December 31,1995,1996 and 1997 

10. Capital Lease Obligations 

Future minimum annual payments applicable to assets held under capital lease obligations for 
years subsequent to December 31, 1997 are as follows (in thousands): 

Year Ended 

1998  $ 7,189 
1999  8,346 
2000  6,528 
2001   4,018 
2002  3,373 
2003 and thereafter  625 
Total minimum lease obligations         30,079 
Less interest        (6,542) 
Present value of future minimum lease obligations       23,537 
Less current portion, included in other current 

liabilities        (3,429) 
Long-term lease obligations at December 31,1997 ...     $20,108 

The assets and liabilities under capital leases are recorded at the present value of the minimum 
lease payments using effective interest rates ranging from 9% to 11% per annum. 

Assets held under capital leases aggregated $13,225,000 and $26,632,000 at December 31,1996 
and 1997, respectively. The related accumulated depreciation was $825,000 and $2,557,000, 
respectively. 

11. Related Party Transactions 

In September 1996, the Company borrowed $35,000,000 from Ronald S. Lauder, the Chairman of 
the Board of the Company and the principal shareholder of the Company, bearing interest at the rate of 
11% per annum (the "Subordinated Shareholder Loan"). The Company repaid the Subordinated 
Shareholder Loan with the proceeds of the Shareholder Equity Investment (described below). 

The Company used the proceeds of the Subordinated Shareholder Loan to repay $35,000,000 of 
the amounts outstanding under the Revolving Credit Facility available in August 1996 (see Note 7) and 
reduced the outstanding commitment amount under the Revolving Credit Facility to $15,000,000 at 
December 31,1996 and $7,500,000 at December 31,1997. The Revolving Credit Facility is personally 
guaranteed by the Company's Chairman. 

Prior to the closing of the Debt Offering, Ronald S. Lauder, the Company's Chairman, Leonard A. 
Lauder, a director of the Company and Ronald S. Lauder's brother, and Lauder Caspar Venture LLC 
("LGV"), an investment vehicle the principal investors of which are Ronald S. Lauder and Leonard A. 
Lauder and the managing member (through a wholly owned company) of which is Andrew Caspar, a 
director of the Company, purchased an aggregate of 4,117,522 shares of Class B Common Stock 
(approximately 11.6% of the outstanding common shares of the Company on a fully diluted basis) for 
$50,000,000 (the "Shareholder Equity Investment"). LGV purchased one-half of such shares and 
Ronald S. Lauder and Leonard A. Lauder each purchased one-quarter of such shares. 

Nesim N. Bildirici, a director and the Vice President of Mergers and Acquisitions of the Company, 
was an employee of both the Company and R.S. Lauder, Caspar & Co., L.P. ("RSLAG"), a venture 
capital company owned and controlled by Ronald S. Lauder and Andrew Caspar. During 1996 
Mr. Bildirici's salary was paid by RSLAG and the Company reimbursed RSLAG for a majority of 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 
For the years ended December 31,1995,1996 and 1997 

11. Related Party Transactions—(Continued) 

Mr Bildirici's salary. During the years ended December 31,1996 and 1997. the Company reimbursed 
RSLAG approximately $130,000 and $287,000. respectively, for Mr. Bildirici's services. Mr. Bildmci 
became a full time employee of the Company as of January 1,1997. 

RSL Management Corporation ("RSL Management"), which is wholly owned by Ronald S. Lauder. 
the Chairman of the Board of the Company and the principal shareholder of the Company, subleases an 
aqqregate of 11.000 square feet of office space to the Company at an annual rent of $767,000 per 
annum. RSL Management subleases such space from The Est^e Lauder Companies Inc. ( Estee 
Lauder") Ronald S. Lauder is also a principal shareholder of Estee Lauder and Leonard A. Lauder. a 
director of the Company, is the Chief Executive Officer of Estee Lauder. In addition, RSL Management 
provides payroll and benefit services to the Company for an annual fee of $6,000. 

The Company has employment contracts with certain of its executive officers. These agreements 
expire beginning April 1998 through January 2002 unless terminated earlier by the executive or the 
Company and provide for annual salaries and bonuses based on the performance of the Company. 
Salary expense for these officers was approximately $646,000. $1,419,000 and $1,555,000 for the 
years ended December 31.1995.1996 and 1997. respectively. The aggregate commitment for annual 
future salaries pursuant to the employment agreements at December 31.1997. excluding bonuses, is 
approximately $1,371,000, $1,098,000, $615,000, $550,000 and $600,000 for 1998.1999. 2000, 2001. 
and 2002. respectively. 

12. Defined Contribution Plan 

In 1996 the Company instituted a defined contribution plan which provides retirement benefits for 
most of its domestic employees. The Company's contributions to the defined contribution plan, which 
are based on a percentage of the employee's annual compensation subject to certain limitations, were 
not significant for the years ended December 31,1996 and 1997. 

13. Stock Option Plans 

1995 Stock Option Plan 

In April 1995. the Company established an Incentive Stock Option Plan (as amended and restated, 
the "1995 Plan") to reward employees, nonemployee consultants and directors for service to the 
Company and to provide incentives for future service and enhancement of shareholder value. The 1995 
Plan is administered by the Compensation Committee of the Board of Directors of the Company (the 
"Committee"). The Committee consists of three members of the Board of Directors. The Plan provides 
for awards of up to 2,847,000 shares of Class A Common Stock of the Company. 

The options granted in 1995 vest over a period of three years commencing on the first anniversary 
of the date of grant such that the option holder may not acquire more than 2% of the outstanding capital 
stock as of the date upon which the related employment agreement expires. The options granted in 
1996 vest in one-third increments on each of the first, second and third anniversanes of the grant date, 
unless a different vesting schedule is designated by the committee. Further, the options granted under 
the 1995 Plan terminate on the tenth anniversary of the date of grant. A total of 2,716.617 options have 
been granted under this plan. The Company will not grant further options under the 1995 Plan. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-{Contlnued) 
For the years ended December 31,1995,1996 and 1997 

13. Stock Option Plans—(Continued) 

1997 Stock Incentive Plan 
Duma 1997 the Company established the 1997 Stock Incentive Plan (the "1997 Plan") to attract 

and motivate key employees of the Company. The 1997 Plan is administered by the Committee. The 
1997 Plan provides for the grant of the incentive and non-incentive stock options, stock appreciation 
riqhts restricted stock, and various combinations thereof. The maximum number of shares of Class A 
Common Stock available under the 1997 Plan is 3.100.000. with no more than 500,000 options or stock 
appreciation rights to be granted to any one participant in a calendar year. The options vest over a 
three-year period, unless a different vesting schedule is designated by the Committee. A total of 
432,856 options have been granted under this plan. 

1997 Performance Incentive Compensation Plan 

During 1997 the Company established the 1997 Performance Incentive Compensation Plan (the 
"1997 Performance Plan") to reward employees for superior performance. Awards under the 1997 
Performance Plan may be made to key employees recommended by the Chief Executive Officer, 
selected by the Committee and approved by the Board of Directors. The 1997 Performance Plan 
provides for the grant of up to 400.000 shares of Class A Common Stock. 

1997 Directors' Compensation Plan 

During 1997, the Company adopted the 1997 Directors' Compensation Plan (the "1997 
Directors' Plan"). During the ten year term of the 1997 Directors' Plan, each non-employee Director will 
be qranted options to acquire a number of Class A Common Stock with an aggregate fair market value 
on the date of grant equal to $50,000. except for the Chairman and the Vice Chairman of the Board, 
whose grants have a fair market value of $75,000 and $150,000. respectively. The exercise pnce of the 
options initially will equal the fair market value of the Class A Common Stock on the date of the grant 
and will be increased quarterly based on the yield to maturity of United States Treasury Securities 
having a maturity approximately equal to the term of such options. The 1997 Directors' Plan provides for 
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13. Stock Option Plans—(Continued) 

the grant of up to 250,000 shares of Class A Common Stock. The options vest over a five-year period, 
subject to certain acceleration provisions. A total of 17,046 options have been granted under this plan. 

Weighted 
Number of Average 

Options Exercise Price       Exercise Price 

Outstanding at January 1, 1995 ^nnnA „ 
Granted  ,      1,423,500    $        0.000457      $0.000457 
Exercised  — ~ ~ 
Rescinded/Canceled      —    —      

Outstanding at December 31.1995  1,423.500 0.000457 0.000457 
Granted  283,824 1.60-2.51^ 1.73 
Exercised  ~ 
Rescinded/Canceled      —    —      

Outstanding at December 31. 1996  1.707,324 0.000457-2.51 0.29 
Granted  1,459,195 .00457-22.00 10.44 
Exercised  712.142 .000457 .000457 
Rescinded/Canceled      —           

Outstanding at December 31.1997  2.454,377 $.000457-22.00 $       6.41 

Weighted 
Reserved for Average 

Exercisable    Future Grants       Exercise Price 

December 31,1995               —        766.500 *    „   ~ 
Decembers. 1996        177.701          482.676 0.000457 
December 31, 1997       459,607       3,430.481 0.44 

The following table summarizes information concerning the remaining options outstanding as of 
December 31, 1997. 
 Options Outstanding  Options Exercisable 
 "" " Weighted 

Weighted         Average Weighted 
Number           Average        Remaining Number of       Average 

Range of                                   of Shares          Exercise        Contractual Shares          Exercise 
Exercise Prices                          Outstanding         Prices               Life Exercisable        Prices 

$ 0 000457 711.358 $0.000457 7.83       — $   — 
$ o 00457 590.584 $ 0.00457 9.66 350.400 $0.00457 
$ I^O -$2.51 283.824 $   1.73 8.73 109,207 $  1.83 
$12.142-$22.00 868.611 $  17.53 7.98  — $   — 

2,454,377 459.607 

SFAS Statement No. 123, "Accounting for Stock Based Compensation" ("SFAS No. 123") was 
issued by the FASB in 1995 and if fully adopted, changes the methods for recognition of costs on plans 
similar to those of the Company. Adoption of the recognition provisions of SFAS No. 123 is optional; 
however, pro forma disclosures as if the Company adopted the cost recognition requirements under 
SFAS No. 123 are presented below. 

Under SFAS No. 123, for options granted, the fair value at the date of grant was estimated using 
the Black-Scholes option pricing model. The fair value was estimated using the minimum value method. 
Under this method, a volatility factor of approximately 0.45 was used for options granted on or after the 
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13 Stock Option Plans—(Continued) 
H tn nf thp initial oublic offering and the minimum value method was used for options granted prior to 
?he dale of th^^ as there was no market for the Company's common stock .n wh.ch 

to measure the stock price volatility. 

S-n's S% and 5 SS no Snds^rl expeaed ,ot dedkredf expecid Me olthe options are 
beS I, end « momh;: belen 39 end 51 months and between 16 end 72 months. respeot,vely; 

and a maximum contractual life of 10 years. 

For Dumoses of the pro forma disclosures, the estimated fair value of the options granted Is 
amoved' to compensation expense over the options' vesting period. The Company s pro forma 

information is as follows: 

($ in thousands, except loss per 
common share 

and weighted average fair value of 
options granted) 

Year Ended December 31, 
1995 1996 1997 

Netloss       A $(9,402)   $(38,240)   $(100,199) 
AsrfPorted      $(9,404)   $(38,315)   $(118,176) 
Pro forma     *v * 

Net loss per common share: $   (5 13)   $     {527) 

AsrfP0rted      $   (1.67)   $    (5.14)   $      (6.22) 
Pro forma •••••:     * v 

Weighted average fair value of options granted dunng $    0 26    $     12.32 
the Period     * ' 

14. Commitments and Contingencies 

At December 31, 1997, the Company was committed ^"^tt^^ 
space under operating leases. Minimum annual lease payments with respect to the leases is as tonows 

(in thousands): 

Year Ended ^     ..«..„ 
                                                                                                  ....    $    4,018 
"•S98   . 3,621 
1999  3,285 
2000        . 2,798 
2001     .. 2.172 
2002   1427 
2003 and thereafter     '—— 

$ 17,321 

Rent expense on the above leases for the years ended December 31.1995.1996 and 1997 was 
$210,000, $2,276,000, and $3,842,000. respectively. 
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14. Commitments and Contingencies—{Continued) 

The Company is committed to pay for transmission capacity under certain oP^ating leases. The 
minimum annual lease payments with respect to these agreements is as follows (in thousands). 

Year Ended 

log! ::::::::::::"^""""''"'..^'-"--''"'-*-   8'592 
iaaa   8,087 
l• :::::::::::::::     eooo 
2001  5.330 
2002    !  

$ 38,851 

Rent expense for the year ended December 31,1997 was approximately $9,100,000. 

Commitments and Contingencies-The Company is involved in various claims that arose in the 
ordinal course of its acquired business, and certain claims that arose in the o^ary course of its 
business. The expected settlements from certain of these matters have been accrued and are reco^ 
as "Other Liabilities." In management's opinion, the settlement of such claims would not have a matenal 
adverse effect on the Company's consolidated financial position or results of its operations. 

In connection with the acquisition of one of its United States subsidiaries, the Company recorded 
what management believed to be its best estimate of the unfavorable portion elated to certain 
uansmission capacity agreements. During 1997. the Company successfully amended such 
transmission capacity agreements. The resulting settlement of approximately $7,000,000 has been 
recorded as Other Income. 

In connection with certain acquisitions, the Company has entered into agreements whereby the 
minority shareholders have the right to put their remaining shares to the Company. 

The Company is contractually committed to the purchase of three international gateway and two 
domestic switches This commitment amounts to approximately $8 0 million, all of ^ch ^11 be financed 
under the Company's existing $50.0 million facility provided by one of the Company s pnmary 
equipment vendors. 

Letters of Credit-The Company has outstanding letters of credit aggregating $550 000 and 
$6 047 000 at December 31. 1996 and 1997. respectively, expiring at various dates. Such letters of 
credit which were issued as deposits to vendors or security on leased premises, are fully secured by 
marketable securities, certificates of deposit, and the Revolving Credit Facility and are classified as 
current assets. 

15. Significant Customer 

For the years ended December 31,1997 and 1996 no customer accounted for more than 10% of 
the Company's revenues. For the year ended December 31,1995. one customer accounted for 26 /«, of 
the Company's revenues. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS^Cont|nUed) 
For the years ended December 31.1995.1996 and 1997 

16  Revenues by Geographic Area 

The fonowiog .abte provides certain geographic data on Ihe Companya operations tor the years 
ended Decembe? 31,1995,1996 and 1997 (in thousands). 

Operating Identifiable 
Revenue      Income (Loss) Assets 

Year ended December 31. 1995                                                 $18 461       $(6,969) $37,760 
US             '156           (2.412) 15.312 
Corporate and other      $ 18t617      $ (9.38I) $ 53,072 

Year ended December 31. 1996                                                 $85,843      $(11,702) $54,509 
US         27414         (13.438) 50,147 
Europe                _           (5.612) 323.313 
Corporate and other "    $113|257      5^752) $427.969 

Year ended December 31,1997                                                 $194 518      $(26,119) $118,363 
US         73tQS3         (35,905) 106,746 
Europe               32 625           (3.430) 58.905 
Asia and Others               _        (15,602) 321.650 
Corporate     $300.795      $(81.056) $605,664 

.ntersegment and intergeographic revenue are ^W 

S^S^S^ - a^aX= S^^ties and gLw. 

17. Summarized Financial Information 

as a foreign holding company for certain of the C0^]'* ^^ financial 
issued by RSL PLC are fully and uncondit.onally 9"arant^^ ajn 

statements are. except for the Company s ^P1^'0^^ 
operations and available credit facilities, identical to the financial statements 01 «ai.       v 

December 31.1996 December 31.1997 

$306,104 $212,568 
Current Assets               120,761 324,118 
Non-current Assets  •                74'948 122,672 
Current Liabilities               394'556 557,448 
Non-current Liabilities  

Year Ended              ^ Yeir ^Iw 
December 31.1996         December 31.1997 

$113,257 $266,142 
Net Revenue                 14,796 30,992 
Gross Profit                (34 309) (95,824) 
Net Loss •  
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18. Subsequent Events 
m Januatv 1998 the Company purchased 90% of Telecenter Oy, a Finnish agent customer base. 

The company ^ million in cash with a purchase price adjustment based on 

future results to be calculated in two years. 
On February 8 1998. the Board of Directors authorized the issuance of $200,000,000 Senior Notes 

(collec«ve^98 Notes") due 2008 and Senior Discount Notes (collectively. "1998 D.scount Notes ) 
with a discounted value of approximately $200,000,000. 

Such issuance is expected to occur on February 23. 1998. Both the 1998 Notes and the 1998 
Discount NoSs are guaranteed as to payment of principal and interest by RSL Commun.cat.ons. Ltd. 

19. Supplemental Financial Information 
The following table sets forth selected unaudited quarterly financial information for the years ended 

December 31, 1997 and 1996. 
(in thousands, except loss per share) 

First Second Third fourth 
Year Ended December 31.1997       $ 42[i68    $ 67.193    $ 83.243    $108.192 

rofit                   $   5.199    $   7.366    $   8.837    $ 14.073 

NIHOS^0..     $(19.147)   $(21,570)   $(27.342)   $(32.140) 
"*'  $    (1.82)   $    (1.90)   $    (2.28)   $     (0.77) 

Loss per share      *   ^      '        y      '   •     ' ==i= 

^andr'396 "^^ 10.541        11.378       11.998        41.633 

Revels ^r^.31.'.19^     $ 15.864    $ 23.900    $ 30.458    $ 43.035 
rofit" '     $   1.180    $   2.927    $   4.530    $    6.159 

N^Lr.     $ (4.789)   $ (7.489)   $ (8.431)   $(17,531) 
K1'Q $    (0.75)   $    (1.17)   $    (1.31)   $     (1-66) Loss per share     ^   v"-'^/        ^      '    .    ^ ==i= 

Weighted average number of shares of common stock ^ ^^ ^^        ^^ 

20. Subsequent Events (Unaudited) 
On February 27.1998, RSL PLC consummated concurrent offerings of $200 000.000 9V8% Senior 

Notes due 2008 and $328,084,000 ($200,000,000 initial accreted value) 10%% Senior Discount Notes 
due 2008. The notes are guaranteed by RSL. 

On March 16, 1998, RSL PLC consummated an offering of DM296,000,000 (approximately 
$99,100,000 initial kccreted value) 10% Senior Discount Notes due 2008. These notes are guaranteed 
by RSL 

On April 3,1998 the Company redeemed $90,000,000 of the original aggregate principal amount of 
the Notes with the net proceeds of the initial public offering. 
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INDEPENDENT AUDITORS' REPORT 

To the Stockholders of _.«•....• 
International Telecommunications Group Ltd. and Subsidianes 

We have audited the consolidated statements of operations and accumulated deficit and of cash flows 
Tlntematio^ Group Ltd. and subsidiaries for the nine months ended 
SertSTw^econsoMaXed financial statements are the responsibility of the Company s 
management Our responsibility is to express an opinion on these consolidated f.nanc.al statements 

based on our audit. 
We conducted our audit in accordance with generally accepted auditing standards Those standards 
^e tha' we pL and perform the audit to obtain reasonable assurance about whether the financial 
statementsVre free of material misstatement. An audit includes examining, on a test bas.s. evidence 
uppSling the amounts and disclosures in the financial statements. An audit also includes assess ng 

the accounting principles used and significant estimates made by management, as well as evaluating 
Ihe SSndal statement presentation. We believe that our audit provides a reasonable basis for 

our opinion. 
In our opinion, such consolidated financial statements of International Telecommunications Group Ltd^ 
and subsidiaries present fairly, in all material respects, the results of their operations and their cash 
flol ^ ended September 30.1995 in conformity with generally accepted accounting 

principles. 

DELOITTE & TOUCHE LLP 
New York. New York 
March 14. 1997 
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INTERNATIONAL TELECOMMUNICATIONS GROUP LTD. 
AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF OPERATIONS AND ACCUMULATED DEFICIT 

Nine Months Ended September 30,1995 

  $26,351,634 
Revenues   

  24,614.337 
Cost of Services    

B   t.t                                                                                       1,737,297 
Gross Profit  

Selling, General and Administrative Expenses   —6'299,188 

«       t.                                                                                            (4,561,891) Loss from Operations  v ' 
  56,148 

Interest Income  
(345 212) 

Interest Expense •       s !— 
  (4,850,955) 

NetLoss  \.     .     / 
Accumulated Deficit, January 1.1995  (5,153,000) 

AccumulatedDeficit, September 30.1995  $(10.003.955) 

See notes to consolidated financial statements. 
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INTERNATIONAL TELECOMMUNICATIONS GROUP LTD. 
AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF CASH FLOWS 

Nine Months Ended September 30,1995 

Cash Flows from Operating Activities: 850 

Net loss   '      ' 
Adjustments to reconcile net loss to net cash provided by operating activities, net of 

effects of purchase of subsidiaries: 
Depreciation and amortization  RM'AAO 
Provision for losses on accounts receivable   ^.ooi.wu 
Changes in operating assets and liabilities: 

Increase in accounts receivables   111 434 
Decrease in accounts receivables-affiliates  /-Uini^ 
Increase in prepaid expenses and other current assets  oqa not 
Increase in deposits and other assets  1 So 1 ot 
Increase in accounts payable and accrued expenses  ' i 'i:^^ 
Increase in other current liabilities   355703 
Increase in other liabilities  JSA cu-n 
Decrease in due to affiliates  —[BJ^WTJ 

Net cash provided by operating activities  1.865.269 

Cash Flows From Investing Activities: 
Acquisition of subsidiary, net of cash acquired  9 onnmn 
Purchase of marketable debt securities  I446517! 
Purchase of property and equipment      —i2f22 ' 

Net cash used in investing activities  (4.146.517) 

Cash Flows from Financing Activities: 
Repayment of short-term note payable  5749300 
Proceeds from issuance of common stock  o onn noo 
Proceeds from issuance of preferred stock  M nn 1 R^ 
Principal payments under capital lease obligations  941 oao 
Repayment of long-term debt  —^     '     ' 

Net cash provided by financing activities   7.408.054 
i     ^ , .   _   .   5.126,806 "^ Increase in Cash   '      _fi,. 

Cash at January 1.1995       451,gDD 

Cash at September 30,1995      $ 5.578.671 

Supplemental Disclosure of Cash Flows Information: 
Cashpaidfon       $   185.996 
Interest  

Supplemental Schedule of Noncash Investing Activities-Assets acquired under capital 443 710 

lease obligation  

See notes to consolidated financial statements. 
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INTERNATIONAL TELECOMMUNICATIONS GROUP LTD. 
AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Nine Months Ended September 30,1995 

1. Business Description 

International Telecommunications Group Ltd. and its subsidiaries ("ITG") operate a domestic and 
international communications network which provides international and domestic long distance 
telephone services for businesses and individuals in the United States and abroad. 

2. Acquisition 

Effective September 1, 1995, ITG's subsidiary International Telecommunications Corporation 
("RSL USA") (collectively, "ITG") consummated a stock purchase agreement with Cyberlink, Inc. 
("Cyberlink") and Cyberlink's principal stockholder. 

The agreement provided for the purchase of 51% of the capital stock of Cyberlink. The purchase 
price consisted of $1,500,000 paid to Cyberlink and assumption of net liabilities of $14,131,000. In 
connection with the purchase of Cyberlink, the Company recorded approximately $15,631,000 of 
goodwill as of September 30, 1995. 

In connection with the acquisition of Cyberlink, the 49% minority stockholders of Cyberlink may sell 
their shares to RSL USA at fair market value if RSL USA consummates an initial public offering of its 
securities. RSL USA can call the 49% minority stockholders shares at any time after December 31, 
1996 for a price equal to 49% of the sum of eight times Cyberlink's average monthly revenues of the last 
quarter prior to exercise date plus cash minus long-term liabilities. 

The acquisition has been accounted for by the purchase method of accounting, and accordingly, 
the purchase price has been allocated to the assets acquired and liabilities assumed based on their 
estimated fair values at the date of acquisition. The excess of the purchase price over the estimated fair 
values of the net assets acquired has been recorded as goodwill, which will be amortized over fifteen 
years. 

The accompanying consolidated statements of operations and accumulated deficit and cash flows 
include the results of Cyberlink from its date of acquisition through September 30, 1995. 

The following presents the unaudited pro forma consolidated statement of operations of the 
Company for the nine months ended September 30, 1995, assuming the Company had purchased 
Cyberlink at January 1, 1995. The consolidated statement does not necessarily represent what the 
Company's results of operations would have been had such acquisition actually occurred on such date, 
or of results to be achieved in the future: 

Pro Forma for the Nine 
Months Ended 

September 30.1995 
(Unaudited) 

Revenue  $ 40,504,172 
Cost of services  37.087.243 
Gross Profit  3,416,929 
Selling, general and administrative expenses  23.555,216 
Loss from operations  (20,138,287) 
Interest income   56,148 
Interest expense  (738.496) 
NetlOSS  $(20,820.635) 
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INTERNATIONAL TELECOMMUNICATIONS GROUP LTD. 
AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

Nine Months Ended September 30,1995 

3. Summary of Significant Accounting Policies 

Principles of Consolidation and Basis of Presentation—The consolidated financial statements 
include the accounts of International Telecommunications Group Ltd. and its majority-owned 
subsidiaries. The Company has included 100% of its subsidiaries' operating losses since the minority 
interests' investment has been reduced to zero. All material intercompany accounts and transactions 
have been eliminated. All of the Company's subsidiaries' fiscal years end December 31. 

Management Assumptions—The preparation of the consolidated financial statements requires 
management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities and the reported amounts of revenues and 
expenses. Such estimates primarily relate to reserves recorded for doubtful accounts and accruals for 
litigation and other claims. Actual results could differ from these estimates. 

Revenue Recognition—The Company records revenue based on minutes (or fractions thereof) of 
customer usage. 

The Company records payments received in advance for prepaid calling card services and services 
to be supplied under contractual agreements as deferred revenues until such related services are 
provided. Deferred revenue is included in other current liabilities. 

Goodiv///—Goodwill represents the excess of cost over the fair value of the net assets of acquired 
entities, and is being amortized using the straight-line method over fifteen years. The Company 
periodically reviews the value of its goodwill to determine if an impairment has occurred. The Company 
measures the potential impairment of recorded goodwill by the undiscounted value of expected future 
cash flows in relation to its net capital investment in the subsidiary. Based on its review, the Company 
does not believe that an impairment of its goodwill has occurred. 

Amortization expense for the nine months ended September 30,1996 was $86,838. 

Property and Equipment and Related Depreciation—Property and equipment are stated at cost or 
fair values at the date of acquisition, and in the case of equipment under capital leases, the present 
value of the future minimum lease payments, less accumulated depreciation. Depreciation is calculated 
using the straight-line method over the estimated useful lives of the depreciable assets, which range 
from five to fifteen years. Improvements are capitalized, while repair and maintenance costs are 
charged to operations as incurred. Constmction in progress represents costs incurred in connection 
with the building of a switch facility center. 

Depos/te—Deposits consist principally of amounts paid to the Company's providers of telephone 
access lines. 

Income Taxes—The Company accounts for income taxes under the provisions of Statement of 
Financial Accounting Standards ("SFAS") No. 109, Accounting for Income Taxes. SFAS No. 109 
establishes financial accounting and reporting standards for the effect of income taxes that result from 
activities during the current and preceding years. SFAS No. 109 requires an asset and liability approach 
for financial reporting for income taxes. 

New Accounting Standards—During 1995, the Company adopted SFAS No. 121, Impairment of 
Long-Lived Assets. There was no adjustment recorded as a result of adopting this standard. The 
Company periodically compares the carrying value of its long-lived assets, principally property and 
equipment, to undiscounted cash flows generated by the long-lived assets. The Company's 
undiscounted cash flows exceed the carrying value of its long-lived assets. 
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INTERNATIONAL TELECOMMUNICATIONS GROUP LTD. 
AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued) 

Nine Months Ended September 30,1995 

4. Concentration of Credit Risk 
The Company is subject to significant concoctrations of credit risk which consist principally of trade 

accounts receivable. The Company sells a significant portion of its services to other earners and. as a 
result maintains significant receivable balances with certain carriers. If the financial condi ion and 
operations of these customers deteriorate below critical levels, the Company's operating results could 
be adversely affected. During 1995, one of the Company's customers, which represented approximately 
18% of the Company's sales for the nine months ended September 30,1995, failed to meet minimum 
payments schedules and, as a result, the Company terminated services to this customer Consequently, 
the customer refused to pay outstanding receivable balances totaling approximately $4,653,000. At 
September 30, 1995, the Company had written off the entire $4,653,000. The Company has 
commenced legal proceedings to recover amounts owed to the Company. 

The Company now performs ongoing credit evaluations of its customer's financial condition and 
requires collateral in the form of deposits in certain circumstances. 

5. Income Taxes 
No provision for income taxes has been made because the Company has sustained cumulative 

losses since the commencement of its operations in 1994. For the nine months ended September 30 
1995 the Company had net operating loss carryforwards generated primanly in the United States ot 
approximately $10,000,000. The net operating loss carryforwards will expire at various dates beginning 
in 2009 through 2010 if not utilized. 

In accordance with SFAS No. 109, the Company has computed the components of deferred 
income taxes as follows: 

Deferred tax assets     $ 8,120,000 
Less valuation allowance       (8,120,000) 

Net deferred tax assets     $ ~ 

The Company's net operating losses and legal reserves generated the deferred tax assets. At 
September 30,1995, a valuation allowance of $8,120,000 is provided as the realization of the deferred 
tax benefits is not likely. 

6. Notes Payable and Long-term Debt 
RSL USA has a series of notes payable to different vendors in the amount of $1,136,712 which 

bear interest at rates from 8% to 14.5%, of which $874,066 is current. 
Cyberlink has a credit agreement which provides for up to $5,000,000 in committed credit lines to 

finance its accounts receivable. Interest is payable at 2V4% over the prime rate of interest (pnme being 
8 75% at September 30.1995). A second credit line provides for up to $2,000,000 in capital expenditure 
financing with interest payable at 2^% over the prime rate. The total amounts outstanding at 
September 30,1995 from the above credit lines are $1,713,296 and $0, respectively. The credit lines 
terminate on August 31.1998. 

Cyberlink has a long-term note payable to a vendor in the amount of $1,000,000 which bears 
interest at the rate of 10%, commencing January 1,1997. 

ITG's notes payable had fair values that approximated their carrying amounts. 

Interest expense on the above notes was approximately $190,603 for the nine months ended 
September 30, 1995. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-{Continued) 

Nine Months Ended September 30,1995 

7  Employmeni Agreements 

exp.re beg.nmng AP;JJf^ ^^ Salary expense for the officers was $253,750 for the 
Company and provides^ Commitment for annual future salaries at 

SeT   30^ ^53'?0 ^ 1996' $454,500, $300,000, 
$20^000 and $116,667 for 1997. 1998. 1999 and 2000. respect.vely. 

8. Commitments and Contingencies 
At Q^ntPmhPr 30 1995 the Company is committed to unrelated parties for the purchase of certa n 

capittl aSTa'nd fhe S^ofoSVce under operating leases. Minimum annual lease payments 
with respect to the leases and capital commitment is as follows: 

Nine Months Ended 
September 30. 
-— "       $    849.435 

go? ;:;•.;•.•.'.*.•.•'.'.•.     808.300 
998         S46'760 

]TZ    366.998 
llll '   305.226 
2000  Afli fil2 
2001 and thereafter     —^ ' 

$ 3.308.331 

Rent expense for the nine months ended September 30,1995 was $173,072. 
The Company is committed to the rental of transmission capacity under certain operat.ng leases. 

The minimum annual lease payments with respect to these agreements .s as follows. 
Nine Months Ended 
September 30, 
~         $20,400,000 
,00;              38.000.000 

llis:::::::::::::"^"''^    7-500-000 

$65.900,000 

The Company is currently negotiating the termination of these operating leases. 

aro8ilM^^ 
a materiS^rse effTct on the Compan/s consolidated financial position or results of its operation . 

Letters of Credit-The Company has outstanding letters of credit aggregating approximate^ 
$76,000" aTsepte^ri995. expiring at various dates between ^e 1 J^ and Au^S 8. I^ 
Such letters of credit, which were issued as deposits to vendors or security on leased premises, are tuny 
secured by certificates of deposit and are classified as current assets. 

9. Significant Customer 
For the nine months ended September 30. 1995. one customer accounted for 18/, of the 

Company's revenues. 
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TECHNICAL, FINANCIAL AND MANAGERIAL EXPERIENCE 

RSL COM USA  Inc 's ("RSL USA") key personnel have many years of experience in 
telecommunications busings and bring to RSL USA the technical, financial and managerial 
experience necessary to provide high quality services. 

Ed Thomas 

Ed Thomas is the President and Chief Executive Officer of RSL USA. Ed Thomas has 
more than 30 years of experience in the telecommunications industry. His most recent position 
was as Chief Operating Officer of Bell Atlantic Global Networks where he was responsible for 
building and running a network for both long distance voice service and emerging data services. 
Previously, he had foil profit and loss responsibility for the NYNEX Science ajd Technology 
Laboratories, Inc. and also for its large customer data networks business. In addition, he held 
positions with Bell Communications Research and AT&T. Early in h* career, ^rved in various 
capacities with Bell Laboratories and New York Telephone. Ed Thomas received ^ B^ m 
Electrical Engineering from Rensselaer Polytechnic Institute in 1964 and his M.S. in Electrical 
Engineering from Rensselaer in 1965. He earned his M.B.A. from Pace University in 1977. 

Itzhak Fisher 

Mr Fisher is Co-Chairman of RSL USA and a director, President and Chief Executive 
Officer of RSL USA's parent, RSL Communications, Ltd. Prior to his employment at RSL USA, 
from 1992 to 1994, Mr. Fisher served as General Manager of Clalcom, the telecommunications 
subsidiary of Clal (Isreal), Ltd., IsreaTs largest investment corporation. Prior to joimng Clalcor^ 
he served as a Special Consultant to the President of Bezeq, Isreal's national telecommunications 
comoanv from 1993 to 1994. In 1993 he founded Aurec Goldnet, a company that provides on- 
line data and electronic mail services in Isreal. In 1991, he founded Medic Media, a company 
engaged in the business of renting telephone and television systems in hospitals throughout Isreal. 
Mr Fisher holds a Bachelor's in Economics from Tel Aviv University, and a Master s Degree in 
Computer Science from New York University. 

Lawrence Vierra 

Lawrence Vierra is Vice-President of sales. Prior to his employment at RSL USA^ Mr 
Vierra served as Vice-President, International, at GTE International (1994-1995); Vice-President. 
Marketing and International Services, Codetel (1993-1994); Director, International Services. 
GTE-Hawaiian Telephone Company (1987-1993); and Vice-President. Telecommunications. 
Charles Schwab & Co (1978-1983). Mr. Vierra holds Bachelor's and Master's Degrees in 
Business Administration from St. Mary's University and Nova Southeastern University, 
respectively. 



^ 

Eric Fishman 

Eric Fishman serves as Assistant Secretary and General Counsel of RSL USA and RSL 
COM PrimeCall Inc. Mr. Fishman is Special Counsel to the law firm of Fletcher, Heald & 
Hildreth P L C  where he practices telecommunications and general business law. Mr. Fishman 
holds a J D Decree from Columbia University School of Law, a Ph.D. from Columbia Umversrty, 
and a B. A. Degree from the University of Chicago. He is a member of the New York State and 

District of Columbia Bars. 


