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May 7, 1998 WRITER'S DIRECT

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 d.b.a. 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, d.b.a., 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 7, 1998
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Should you have any questions regarding this filing, please feel free to contact the undersigned

directly. O CK RIS
Sincerely,
Eric Fishman

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

Enclosure
Attachment
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Before the
New York State Public Service Commission

f

Petition for Authority to Transfer )
Assets of Westinghouse Electric Corporation )
d/b/a Westinghouse Communications ) Docket No.
toRSLCOMU.SA,, 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 Communications’
("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 55650 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

' 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. ("iITG"), 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 ltzhak 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 Estée 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

2-



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.SA,, 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. 17 Street, 11™ 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



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

I 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? 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.

Il 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.® 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.
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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.

Eric Fishman
Assistant Secretary and Counsel




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

A Yl —

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

be true.

Subscnb@n sworn to before me this the 7”‘ day of May, 1998

Notary Public

My commission expires: }7"2 g1, HFoo/



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.

(YL.Su}—

By: Claudia E. Morf
Vice President and Treasurer, CBS Corporation

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

LBt st

ﬁotary Publi€é 7

My commission expires:

CAROL A. GRAV
Notary Public, State of New
\L5, Sdeties,
uali n Bronx Cou 9?9
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ASSET PURCHASE AGREEMENT
by and between
CBS CORPORATION
and
RSL COM U.S.A., INC.
regarding the sale of the business and assets of
Westinghouse Communications,

a division of CBS Corporation

Dated as of April 23, 1998
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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™):

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

() 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;

() 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;

® 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");

(2) 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;

() 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;

G 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;
®) 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, reseatch and development, accounting, cash management, treasury,
insurance and human resources, and (z) which are otherwise set forth on Schedule 1.2(¢).

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
(390,000,000) (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 (30™ 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 ail
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 pursuarit 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;

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

) 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;

) 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);

(©) (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

® 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 Litigation.

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.1 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.

©) 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, (¢) 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, (¢) 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 of 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; (¢) 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 full force and effect, except those Material
Contracts 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 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. Employees.

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. Employee 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, (¢) 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

#58349v07 18



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.

2223 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 Authority. 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; Buyer 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) 6424014
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 ali
applicable Laws in all material respects; and (¢) 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:

_ (@) 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; )

(G)] 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;

® 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;

® 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
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(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.

(d) 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 inmaccuracy, 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 §
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. i
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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 Ieases 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 "Regquired 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 thirty (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 of ten (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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()  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 7
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,
Hauver & 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 by 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;

®) 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;

() 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;

®) 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);

® The Lease Agreements, duly executed by Seller;

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

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

G) 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.

M 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 by Buyer. At Closing, Buyer shall deliver to Seller the following:
(a) The Closing Payment, in the manner required by Section 1.3.2;

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

©) 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.

) 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;

® 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;
G) The Non-Competition Agreement, duly executed by Buyer; and

&) 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

() 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 by 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:

(@ 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

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

10.2. Indemnification by Buyer. 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:

(@) 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;

©) 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, (¢) the Indemnitee, in good faith,
believes that the Indemnitor is not diligently conducting the defense of the Third Party Claim,
or (f) 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 Payments. 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. Payment 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

#58349v07 ' 37



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 Marters. (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.

(©)  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. Employee 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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(@) 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 53104, 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. Severability. 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-Party 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 52™ 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.

¢/o 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
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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
14.3. '

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(9.

13.1.8. "Assumed Liabilities"” 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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13.1.10. "Balance Sheet Date" shall have the meaning set forth in Section
2.4.

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

13.1.12. "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. "Buyer Indemnitees" shall have the meaning set forth in Section
10.1.

13.1.15. "Buyer's Savings Plan" shall have the meaning set forth in
Section 11.2.3(b).

13.1.16. "Buyer's Savings Plan Trust” shall have the meaning set forth in
Section 11.2.3(c).

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
1.3.2. '

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

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.

13.1.40. "Excluded Assets" shall have the meaning set forth in Section
1.2.

13.1.41. "Excluded Liabilities" shall have the meaning set forth in Section
1.6.

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 (¢) 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,

pature or description, whether known or unknown, asserted or unasserted, accrued or
unaccrued, 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, (€)
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..
1.3.1.

13.1.81.
1.1.

13.1.82.

13.1.83..

"Purchase Price"” shall have the meaning set forth in Section

"Purchased Assets" shall have the meaning set forth in Section

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

"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.

13.1.85.
6.2.2. '

13.1.86.
6.3.2.

13.1.87.
corporation.

13.1.88.
this Agreement.

13.1.89.
10.2.

13.1.90.
of this Agreement based on
13.1.90.

13.1.91.

13.1.92.
Program.

13.1.93.

"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 Ltq., a Bermuda
"Seller" shall have the meaning set forth in the first paragraph of
“Seller Indemnitees" shall have the meaning set forth in Section

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

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

“Seller's Savings Program" means the Westinghouse Savings

"Shortfall Liability” means any contractual hability for

shortfalls, for all periods through the Closing Date, under the AT&T Contract.

©13.1.94.
in Section 1.4.1.

#58349v07

"Statement of Working Capital” shall have the meaning set forth

52



13.1.95. "Target Amount" shall have the meaning set forth in Section
1.44.

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: ﬁ-l 4%‘/”‘*’/'@‘/

Name: Fredric G. Rqﬁnolds
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, the Partics have caused this Agrecment w0 be
executed as of the date first written above.

CBS CORPORATION

By: __
Name: Fredric G. Reynolds
Title: Executive Vice President and
Chief Financial Officer
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CORPORATE RESOLUTIONS
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APR-28-1998 16:44 R.S.L. COMMUNICATION LTD 212 317 1948 P.Q2/06

UNANIMOUS WRITTEN CONSENT
OF THE
BOARD OF DIRECTORS
OF

RSL COM U.S.A,, INC.

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

“Corporation”), 2 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
cxecute, 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 Cotporation, 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
cxecute, 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 instraments and documents, in the name
and on behalf of the Corporation, under its corporate 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.

Itzhak/Fisher

Nir Tarlovsky

Mark Hirschhomn

=

Edmond J. Thomas

Stephen Steiner
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212 317 154 P.pd 24

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

BEdmbrd J. Thomas

Stephen Steiner

TOTAL P.84
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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 recoids of the proceedings of the Corporation.

Nir Tarlovsky

Mark Hi om

A
Stephén Steiner

w

TOTAL P.B6
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EXTRACT FROM MINUTES OF MEETING OF THE
- - BOARD OF DIRECTORS OF
CBS CORPORATION
HELD ON IULY 29, 1987

RESOLVED, thet tha gale of substatially all of the Company’s Westinghouse
Cammunications buginess ("WESCOM") in consideration of a total purchase price of not
less than $115 million (subject to adjustmants fir working canital, to closing sdjustnents
and to the satisfiction of closing conditions), all suhstantially a8 presented with such
modifications and changes s the comumittes hercinafter referred to shall approve (the
*Transaction"), is hereby authorized and approved;

"~ RESOLVED, that a spacial committee composed of Me, Reynolds and Ms. Morf
(the "WESCOM Committee*) is hereby appointed and autharized to approva a definitive
" agrecment with respact to the Transaction for & total purchasg price of not less than $115
million (subject to ardjustments for working capital, to olosing adjnstments and to the
satisfaction of cloaing conditions) and with such other terms and canditions and with such
buyer or buyers as the WESCOM Committes tuay deem appronriste and to (i) make such
further determinations, (il) take such action or actions with respect to employse benefit
plans, including but not imited to amending or terminating existing employes benefit
plans, (iii) take such action or actlons with respect to any notes of or ongoing investment
in the buyer or buyers of WESCOM. and (jv) take or approve any and all fimher action or
actions, in each case, that the WESCOM Committae may deem to be necessary ot
approprite in connection with the Transaction and with the transactions contemplated
thareby or in arder to cany out the infent or accomplish the purpoas of these resalutions
and each of them;

RESQLVED, that the afficers of the Company, and cach of thern individually, are
hereby authorized, in the name and on behalf of the Company. to negotiate, execute and
deliver a definitive agresment o agmemnants with a buyer or buyers with respect to the
Transaction substantially a3 prescnted st this meeting or as spgroved by the WESCOM
Committee, the exsaution thereaf by sach officer or officers to be conclusive evidencs of
such Board or committes approval;

Genors)

: RESOLVED, that the officers of the Compuny are, and each of them individually
- ia, hereby artharized 10 do, of oxuse to be done, all acts and things as they or sy of them
decm necessary or appropiate with respect to the transactions comtemplisted by the
foregaing maohmions gad cach of them, or necessary or sppropriate in order to carry aut
the intent or accomplish the puyposc of the foregoing resolutions and aech of them,
including, without limitation: (1) to nsgotiste, exscute:, and deliver, in the name and on
behalf of the Compagy, such amendments to the sforcoaid definitive agrecment o

3:\clm\sxrzact re Wengom
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mmum_mmmmmwmmmwmd
documents, gnd a0y smendments thereto (the “Documents™), as they deem nocessaoy of
appropiate to canry out the Transastion or to carry out the intent or acoomplish the
demmmmwmhm@wwm
officer ar officars to be conclusive evidenee of proper approval; (if) W cause the
mmmmmmmwowmummmmm
ol such Docuntents and the aforementioned definitive agreement or agreements (and any
amendments thento) and ta undestake the transactions contemplated thereby; (iti) to
emeWMNWmWMGBMWﬁ&W»my
nmso:ethymuiﬁcsofﬂ:smyuubuymofwzscoumdmholduwmw
any suckh aotes oF equity securities; and (iv) 1o form, dissalve or liquidate (including,
w&homﬁmitaﬁm.b?wayﬁmmym)mhﬁdmmpmﬁnmwm«zhipa

RESOLVED, that each of the officers of tha Company is also authorized
ddcgmbisorhnmpmﬁwmﬂywmdiuthc&msoingmhﬁmumym
thmoﬂbyawrhhg(x)spaﬁfyingthcnpeofdxenﬂhnﬁtybeinsddegﬁdbyﬂw
wﬁing,(y)idenﬁfyinglh:ddewdﬁubymemuﬂxehmmofammm
(z)@bhahddeMMMmsthhmemmmwdemdxmhodty
being dalegased; and

RESOLVm.Mmmnwmmmbymntbmof
moﬁwofmchmhmnmmdeofMCmmmeiﬂﬁnm
unhndtyemﬁundbythemedlnsmoluﬁmnmhmbymﬁﬁed.wnﬁmm
approved.

LCAROLLM:ANM&AMS&M&CBSWDO
HEREBY CERTIFY that the forcgoing is & true and correct copy of resnlutions adoptad
at 2 merting of the Board af Directars of ssid Compeny held on July 29, 1987, at which
muingaqummwasmtudwhichmoluﬁmmsﬁﬂinﬁmfommdem

mwrmmsmmop.thhammmywmmmema

said Company.
Waw
Assigtant

Dated; May §, 1998

g:\cla\axtxart 14 Wascxms
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PRIVILEGED AND CONFIDENTAL 1

UNANIMOUS WRITTEN CONSENT
OF THE BOARD OF DIRECTORS OF

CBY CORPORATION

The undaesigned, baing all of the meeabers of the Bosrd of Directom of CBE
(the "Company™), smmbhﬂ\qmnbmdddﬂ
hereby adape the following resohwions with tha sems foroe 20d et &s if mid reselstions bad
mﬂy#ﬁuamd&ewi&uﬂdﬂkﬂww&whmm
April 20, 1

. RESOLVED, that the sals of subrmanially ail of the Comipany’s Westisghouse
Commugications busines ("WESCOM®™) in considezation of s total purchasc prics of
$90 miltica (subject 1o adjoxtments far working eaphal, 0 cloting adjusnnents and to the
satisfactinn of closing conditinas), (s deteby suthorized and spregued; and

RESULVED, all other veerns and cenditions with respect to the sale of WESCOM, us
approved by the Raard a2 its maeting on July 29, 1997, remaia i (ul} foroe and «f¥ect.

g‘é@_ | han Lcxchly

Rober E Coniorn Pavid K P L3
George FL Coarades David T. Mclavghlin
Marin G. Diivaon—— RiawelR P
William H. Gray ITY Reymond W. Smith
Mickael H. Jordan o . Paula Stern

Me! Karmazin o Robagt D. Walter

VRMLEVEE 3 4-1%5 npen
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UNANIMOUS WRITTEN CONSENT
OF THE BOARD OF DIREGTURS OF
S CORPORATION

The tadecsignad, being all of the membes of the Bow of Divvttons of CBS Corpostion
(tia *Compiny”), & Prmsylvania corpumasion, do harsby conmsat 1o tic sdoptio of sad do
hezeby sdope e following resolutions with the same Rouce xnd fHs a3 if sid swsohations hed
mlmwu;mdmwmmmwmmmmn
Apxi S ‘

RESOLVED. that the sale of substntially all of the Company’s Westinghovss
Communieations buslmmey (*WESCOM") in eansidecation of & wial praxkase pricy of
$30 milliog (rubject o adjusuments fr working capital. th cloaing adjurments sud w the
satisfastion of closing conditions), is herely attharieed and eypeoved: xad B

: RESOLVED, atl other terms and conditions with rexpecs w the sale of WESCOM, 28
approved by the Boaed ar ity mewdang o July 29, 1967, remiin iy full force knd affvor,

Frank € Cerlucoi Isa Lwshly
Rabert K. Cawxhorn DWW P. T
George H. Com#s_ . David T. McLaughiin
ManinG, Dickinson Ritad R Fivireto
William H. Geay Il Raymad W, Senith
Michael H. Jordaa ) : Pauls Stem

vy m— ~ Robert D, Walter

VT LNVEY §§ ¢-2% 0 Wenm
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" MAY-05-98 16:21  From:AKIN,GUMP 03
FRIVILEGED AND CONFIDENTIAL

UNANIMOUS WRITTEN CONSENT
ornmg&mornmonos
£B8 CORRORAYION

T8 undtriged, baing al of ha merhurs of the Boasd of Directocs of CBS Conposmion
(&= cw.mm.mawmmme&u-du
wmu&mmmummmm-ummu

MOLmeoMmmdmﬂdmmmhdndedm
-msymwummmmnxmminmmwm u

Jan Lasohly
Devid K .10
David T- McLaughiin =
Marci C. Dickinson Rishard R. Fiviootm
Willism H. Gyl Raymond W, Smith
M H ok T mml -
Mel Karmaain e o

9 Shpmanvy o 01999 cyprmy
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PRIVILIGED AND CONTIRENTIAL

24

UNANIMOUS WRITTEN CONSENT
ormg;mosmacronor
CBS CORPORATION

The uadarsigned, being all of the membars af ti Beard of Directoss of CBS Carparation
(the “Company"), a Pesnaylvimis corponstics, do hagsdy oot to tie adoption of mid do
hesady adopt the fallowing resahtions with the same fores and cffect &8 if sald regalutinns kad
hesn duly sdopted = 3 masting of the Basrd duly called and lagally held for such puspose an
April 20, 1998:

RESOLVED, thax the sale of subssaislly sl of ths Compury's Wastingtwuss
Communications business (“WEBCOM™) ia considecatian af x total prrchase prics of
mm(mmmdmhmﬁ.w}uLwcbﬁuﬁmwwh ™
suisfaction of closing conditions), is hereby mhoeized and approved; knd

RESOLVED, sll pthve seume and conditions with respect to the sals of WESCOM, o3
approved by the Board st its mecting on July 29, 1997, remain in ful force and sffcat.

Frank C, Carluect TanLexchly

Robert E. Cawthom Pavid X P.Li

George H. Coarades Devid T, MeLsoghlin
ﬂ [ ]

M::%'uc. Dickinsos Richaed R. Fivicotio

Wiltiam H. Gray {18 Raymond W. Smith

Michael K. Jordan i = Fauls Sem

Mfel Karvazin - Robert £, Walser

TRV Da ¢S Sowien
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UNANDAQUS WRITTEN CONSENT
. OPTHEBOARD OF DIRECTORS OF

GBS CIRPORATION

The undecsigasd, being all of te membess uf s Board of Directors of CRS
" (tha “Company”), a Pamuylvania corposstion, do heveby concent o the adopton of snd do
heraby adomt the following resolutions with the seme force sad effiet &3 if said yesohutions had
hesn duly adopted &2 a manting of 0w Board duly called and legally held for meh purposs on
Aptl 20, 1998

RESOLVED, that the sals of substaatially all of the Company’s Westinshouse
Commimnicaions bushucss ("WESCOM®) in soasidaution of & total purchase peics of
$90 miltion (subject to adjusencue for working capital,  clasing adfusrments and to the
madm?mmthwuwu

RESOLVED. all othet wems and condidons with respect to the sale of WESCOM, as
spproved by the Board at its meoting on July 29, 1997, remaln in full forep and affecr.

Frank C. Cartucces Jat Lexchly

Robert E Cawrhom Devid K. P..Li

Gearae Y. Conrades Devid T. Mclanghlia )
Richard R. Pivicoo
Raymond W, Smith

Michasl H. Jordan ’ ) . Paula Starp

Mel Karmanin Robert D. Waltar

T ALV 58 421V topmen
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UNANDAOUS WRITTEN CONSENT
OF THE BOARD OF DIRECTORS OF
CBS CORPORATION

" RESOLVED, that the sale of sohessanially all of s Compuny's Westhnghonse
Wmmmhmmmm peive of —
mmmmwmwmwﬁnwaum
mmdmmmwmuww

RESOLVE&NMMmummwhhmumnkotmm»
spproved by the Boand 4 its meoting on July 29, 1097, rerzais in ] force and effeoe.

Frank C. Castucci Jan Laschly
Robert E, Cawihom DK P. i
Gaorge H. Conrades David T. McLmighlin
Magtin C. Dickinson Richayd R, Piviroro

@ Wil H Gayll Raymond W. Seim
Michael B ] - + PmiaSmm

¥ ANV n s.40erp umagun
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PRIVILEGED AND CONFTOXNTIAL

OF THE BOARD OF DIRECTORS OF
£ CORPORATION

mmmmdwmth@dem
(Ge *Conpary™) awmamymuﬂmwnﬂb
mmummmunmdam»ramu
mmMuamumMWdH“W&ﬂﬁxsu\mu

Apil 20, 199%:

) mmmumawmuucwm
cummmcmmkmmmwmwu
mmmanmummmmmwuu
MdWMH).hWMMMﬂ

mvmmm-mdmmmuuab«wmc
wwunmaumumnsm.mmmumum

Fraak C_ Carlucel T Leachly

RobertE. Cawtom DK PLi

Gecrge H. Coamdas DT, MeLacghin

Memin C. Dicknson Riskrd & Fiviretio

Wiliam M. Cyay I Raymond W. Svith

M T, Tt i
| e

P ot g I 4-To-30 el
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PRIVILEGED AND CONFIDENTIAL-

UNANIMORS WRITTEN CONSENT
OF THE BOARD QF DIRECTORS OF

GBS CORPORATION

The undreeigned, baing all af the menbazs of the Board of Directers of CAS Corpovation
(the "Compaty™), s Peansylvania corporation, do hanby coctent to the adoption of and do
hereby adopt the following resolutions with the swue force and offict &x if sald revobutioay tad
uugywmmmommwmwmuwmmmm
Apxil 20, 1998:

. RESOLVED, that the sale of substamially all of'tha Compeny’s Westinghouse
Commumications business (“WESCOM™) ia consideration of ¢ total purshase price of
mmmou(mmmwwmmmumwmwmmuu
sutigfaction of closing conditions), is boreby athorized and approved; and

RESOLVED, al} other teymz and congitions with respect to the sale of WESCOM, a8
spproved by the Board at its meeting oc Jaiy 29, 1997, rentain in full foree and effect.

Frank C, Carluoot Tan Leschly

_ ah LA P
Robdert E, Cawthom Davd K. P. Li

George H. Coarades David T. McLaughila
Martin C. Dickinson Righard X. Pivirons
William H. Gray [1I Reymond W, Siith
Michael H. Serdan i . Pauls Stern

Mel Rarmazin Robet D, Waker

Vo 0sedlH0 I8 $+57400 neusan
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UNANIMOUS WRITTEN CONSENT
A OF Tatx BOARD OF DIRECTORS OF

CRS CORPORATION

mw.mm“lhmbmﬁhﬂwdafmmhudca.sw
(h'mnm;’)lhuylmhwmﬁmawm'mnn the ado of ond do
harehy sdups the (blluwing resufutinns Witk the mme ibree and dl’:::,n !fdf:;ﬂulou b4
:ﬁ‘dgy!ggnwunmummmmuww for such purpess on

RESOLVED, tkat the sals of aubsmoatlally all of the Company's Wetinghouse
Camatnicaiions businas (*WEBLOM®) ia consideration of 2 ton] purchase price of
Smﬂlimaﬂﬁmhlﬁmﬁruwﬁqnﬁnlw clowiag sdjusrments atut to the -
satiafaction of closing cuadirions), is berehy wutharired s appeoved; ud

mowan.;umh-mmmmmnwumnhormu
approve:d by the Board a s mesting on July 39, 1967, remaln tn ful faroe and effcet.

Frul C, Casfueei ¢ %o Leachly
T : DK P 13

George H. Conrades MM&
M.amumm - Richand R Fivirolie —

WilllemH. Geay @0 g e

Michaet I Jordsn . Taula Stern

Met Kgrmaxin : D W

SO U g 404108 Spmmane
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FRIVILECED AND CONPINENTIAL

UNANIMOUS WRITTEN CONSENT
OF THE BOARD OF DIRECTORS OF

SBS CORPORATION

The uadacsignad, boing all of e mesabers of the Board of Diroctory of Corporation
(me"cmeGWﬂmmmammwmug:ama
tz:bwf;n%m:rumﬂu?xﬁ?wum“uwmu

tw o : .
April 20, 1998: oy i ad el e =

RESOLVED, thac the sale of subasially all of s Campany's Wesiinghouse
&?mmfyemcgnhwmwmmu
. adfustuanse fior woeking capital, to closing odj
satisFaction of closing conditions), is hereby eathorizad mﬁm’ﬁmubm

RESOLVED, all ather terms and canditfons wich respect t the sale of WESCO
approved by the Board at its masting on July 29, l’W.mniniuwm:um. Moas

Frank C. Carlueei Jam Leschly

Rober E. Cawthom Drvid K. F. 1§ —
Gaorge H. Conrades David T. MeLanghlim

Marfin C. Dizkinson W
William H, Gray Il Raymond W Smith

Mickacl WL Jordan - - Falabwn

Mel Karmazin Robert D, Waher

bt 10 10 JWYSL O Vg PR=a
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s mavLALWAY AND CUNKIDENTIAL

o

UNANIMOUS WRITTEN CONSENT
OF THE BOARD OF DIRECTORS OF
CHS CORPQRATION

muﬁumm«um«umumum Coxporation
(tha -Mawmummwum of sl da
bereby adogt the following swciutions with the same foecs and cffict 33 if aid vesolutions Bad
mgyx;:.ﬂ & & mwering of the Boaud duly callod and logally beld for such purpose on

RESOLVED, that the sale of all o the
Cormanications Wittt CWRECOM? focosberabm et oat bs og ~
300 smilliod (nibject to adjuetrinats for werking capital, to closing adjusnnens sad w
satisthetion of closing canditions), is herehy shoriaed and approved: snd

RESQLVED, all other tares and conditiong with nespect to the tale of WESOOM, as
sppraved by the Board a2 ity mesting ou July 39, 1997, regmuis xt fhll fowse aod affiet.

Frak C. Carliscel Jan Leschly

Robet B Cawthem A F

Georpe H. Conrades Devid T. McLanghlin

Macin C. Dicknmon i
Willlmx.ﬁwm. ‘ %
Michadl H. )b~ PuaSwm

Mel Kannarin - Robert D. Wilter

PrrmWag By o™ Bimith
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FRIVILEGY.D AND CONPIDENTIAL
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. UNANIMOUS WRITTEN CONKENT
OF THE BOARD OF DIRECTORS OF

£B3 CORRORATION

Th ondersignad, heing all of the mebers of the Boxed of Digacrars
(the “Company*), a Pennuylvanta corporstioa, do b
: Ao bersby consat t the adoption of wxd do

hareby adopt ths Gllowing With th8 stme force 208 effect as i€ said
been duly adopted &t » mscting of wesqluions had
AilZ0, 1998 (06 Bomd ddly calcd sod Ingally Weld for such piaposs oa

mm.mmmummmmumu COM,
ammmeumw“hbu.lsw.Mbwmud‘Z':ﬂ. "

Frank C. Carluey T Loy
Robert E Cawthorn DevidKP.Li
George M. Conrades - Davd T Mclaoghta
Martin C. Dickingom Richrd R, Fivirotio

William H. Gesy I ) ey

W L o T @ﬂ
Met Karmazin Robert D. Walter
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. UNANIMOUS WRITTEN CONSENY
OF THE BOARD OF DIRECTORS OF
CBS CORPORATION

muadndwqmofwnmufwmumumm
(tha 'Comel?mﬂv-ﬁwM&Mmmwhmﬂﬂu
herchy sdogt e Sollowing resojutions with (o serme foros and cifect 88 if said resahuions had
been Mydmuunmdmwwnndadwuufwmmnm
Al 20, 1998:

RESOLVED, that the sale of substymially all of the Cazpny’s Westinghmuae
cmmmrmmummmwmwd
$90 millien (w*nwﬂmmhmuﬂiumwumh
misﬁcﬁonofdm\uwuﬂtim).ishuwymw-ndw-d -

usotm.momamﬁwummmnhmcwwﬁmu
npde!MMﬁiﬁwwm”. I”tuminhfdlﬁuundcm

. oS00 Npea.

Frank C. Carlueci Jan Leschly

Robert E. Cawiom David K P. Li
Grorge H. Conradts David T. MeLaughtin
Martin G Dickimson Richard R, ¥ivirotw
Willtam R. Gray Il Raymood W. Smith
Mishsci M. fordas - . TolaSwm

Mel Karmazin : # e e avmarem e 1 g b

T AW B 141NV} “ewcmd
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INDEPENDENT AUDITORS' REPORT

To the Shareholders of
RSL Communications, Ltd.

We have audited the accompanying consolidated balance sheets of RSL Communications, Ltd., a

. Bermuda corporation, and its subsidiaries (together, the “Company”), as of December 31, 1997 and
1996, and the related consolidated statements of operations, shareholders’ equity and cash flows for
each of the three years in the period ended December 31, 1997. Our audits also included the
consolidated financial statement schedules listed in the Index as item 21(b). These consolidated
financial statements and the consolidated financial statement schedules are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these consolidated financial
statements and the consolidated financial statement schedules based on our audits.

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

that our audits provide a reasonable basis for our opinion.

in our opinion, such consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Company and its subsidiaries at December 31, 1997 and 1996,
and the results of their operations and their cash flows for the three years ended December 31, 1997 in
conformity with accounting principles generally accepted in the United States of America. Also, in our
opinion, such consolidated financial statement schedules, when considered in relation to the basic
consolidated financial statements taken as a whole, present fairly in all material respects the information
set forth therein.

DeLorTe & TOUCHE LLP
New York, NEW YORK
Fesruary 18, 1998
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RSL COMMUNICATIONS, LTD.

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

Current Assets:
Cash and cash eqQUIVAIENLS .. c.covemeenrrneremsrmenrremresetes st m e
ACCOUNLS FECEIVADIE .. v'vrenseneranesmunanernmensnrsrernrret i nnns
Marketable securities—available Or SAIE v vvvrvencnrrrnasasssasnsesnneens
Prepaid expenses and Other CUITENt @SSEIS . v o vrrrsrnscrarannsrnenroeees

Total CUIENE BSSES .« e nvrnnreesnnrsnnessunsennessrrsnssennsrsnntntansss
Marketable Securities—Held to LT 11 A
Property and Equipment:
Telecommunications eQUIPMENt «....e.eeerararesssrersmreemrrrrtttn i
Fumiture, fixtures and OtNEr. .....oooerneerrnreernneremmrrssrerttn s

Property and T - S AR
Goodwill—and other intangible assets net of accumulated amortization ........
Deposits and Other ASSEES .....ocuesernererrensrememssrerrrsnnsrss
TOMAl ASSELS - . v v ennmersonnneeesmunnsssnnesssnesesmnsssrnssr it

LIABILITIES AND SHARENOLDERS’ EQuiTy
Current Liabilities:
ACCOUNES PAYADIE . .« o vvvvnevnernneneenssnsr s ens e n e
ACCTUET EXPENSES « < vurrrreesseanmerssserssnsnessssmrmsrrrr sttt innes

DEfOITEd TEVENUE . v v v ennvrrersnseresnnersssnssemsmsesansessssnsresstss
Other HADIHIES . oooeeeeerrensesrsrmsnsensmnnnnsressseeesssssrrstssstss

Total cUrrent IabIlitIEs . ... vvveeeessrnnneeeremmmnrresemennnseesemeessnes
Other Liabilities—NONCUITENL .. ...uvveerneeeernnsernemrnsrermrrrrsresssss
Long-term Debt—less CUITENE POTHON .. uvvvusernnssersraasnrennnnnesreres
Senior Notes, 12Vs% due 2008, Net.. . ooerurererrmnrrrerennnnerrtrtnnns
Capital Lease Obligations—less current POTHION L uuveeeerrnanansemnnnenecess
Total LIADIIIES + oo ovneeevnnreeesunnssansesenneesenuensnnnesesnnrssetss

Commitments and Contingencies
Shareholders’ Equity
Common stock, Class A—par value $0.00457; 0 and 10,872,568 issued and
outstanding at December 31, 1996 and 1997, respectively .........cc....
Common stock, Class B—par value $0.00457; 10,528,887 and 30,760,726,
issued and outstanding at December 31, 1996 and 1997, respectively.....
Common stock Class C—par value $0.00457; no shares issued ............
Preferred stock par value $0.00457; 65,700,000 shares authorized, 9,243,866
and O shares issued and outstanding at December 31, 1996 and 1997,
FESPECHIVEIY ¢« vvsunnssnnesesnnsonesasaraosssnsennnrsossesnnssssitnst
Warrants—Common Stock, exercise price of $0.00457 ........c.ceieninees
Additional paid-in CapRtal. . ...ocuvirernreriiiiurasnre et
Accumulated deficl . ..ovvueeerreniiarrreasierearanneenarrrenerereoes
Foreign currency translation AdjUSIMENt ... oeeieneesr e e s
Deferred fiNANCING COSIS . . v v vvuerreurnsrnsrunnsrereaunnnnereeesneeress

Total shareholders’ @QUILY «...ooeeerereiraneennnnnmemeearammreeersseseets
Total Liabilities and Shareholders’ EQUItY . ovvvernnenrsrennnoesenanaeseneces

See notes to consolidated financial statements.
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December 31, December 31,
1996 1997
$104,068 $ 144,894
126,479 70,610

67,828 13,858

3,969 16,073
202,344 245,435
104,370 68,836
29,925 63,998
5,926 21,583
35,851 85,581
(3,513) (13,804)
32,338 71,777
87,605 214,983
1,312 4,633
$427,969 $ 605,664
$ 49,370 $ 94,149
12,701 49,965
6,538 4,604
3,570 5,368
5,236 8,271
77,415 162,357
15,286 —
6,032 —_
296,000 296,500
12,393 20,108
407,126 478,965
— 49
48 141
93 —
5,544 5.544
65,064 274,192
(47,740) (147,939)
(622) (5,288)
!1 ,544) —_
20,843 126,699
$427,969 $ 605,664




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
REVEMUES v seneennennssnnsmnesssenrsssssnesssrsentss $ 18,617 $113,257  $ 300,796
COSt Of SEIVICES . evvvernmennnrsrnnemunrenesrrssret it 17,510 98,461 265,321
GIOSS PIOfMl v vvveeerennssesnnssnenessssnsssssssnses 1,107 14,796 35,475
Selling, general and administrative eXpenses ............ 9,639 38,893 94,712
Depreciation and amomization ......ceeeeeererireceenens 849 6,655 21,818
LoSS frOM OPErAtionS .. .v.veesserereensnssmesensesesss (9,381) (30,752) (81,056)
[NEErESt INCOME . .vvvnrnnnnnnrnsssssmmsssssssssserssesss 173 3,976 13,826
INLETESt EXPENSE .. v o rnversnmrnssmnnnsennessmrosssssts (194) (11,359) (39,373)
Other INCOME « v v veenrrennnnnmnnmenssesssmrmmrrssssstts — 470 6,595
MINOFItY INEEFEST. .. v avvurevnsmssmemnenmserr e semessr et - (180) 210
INCOME LAXES « « «vvvvvrrrvnnseessmmmreesssmsrsrsnnss —_ (395) (401)
NELIOSS + v veeerrennnnnnnsennnnasesessesannuueseesstrses $ (9,402) $ (38,240) $(100,189)
LOSS PEF SNAME . ouvvvrrnsnsnennmnnssrsnsessrssrsrs $ (167) $ (513) $ (5.27)
Weighted average number of shares of common stock
OULSIANGING . 1 ¢ vvvvverareesenmrnsrmnressnesrnrsrses 5,641 7,448 19,008

See notes to consolidated financial statements.
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BALANCE,
January 1, 1995 ....
1ssuance of Preferred
Stock
1ssuance of Common
Stock
Net loss

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

BALANCE,
December 31, 1995
Issuance of warrants in
connection with Notes
Offering
tssuance of warrants in
connection with
shareholder standby
facility and revolving
credit facility
Issuance of Common
Stock
Foreign Curmrency
Translation

...........

........

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

BALANCE,
December 31, 1996
{ssuance of Class A
Common Stock
Conversion of Preferred
Stock In Exchange for
Class B Common
Stock
Foreign Currency
Translation
Adjustment
Amortization of deferred
financing costs
Net loss
BALANCE
December 31, 1997

.....

CONSOLIDATED STATE

RSL COMMUNICATIONS, LTD.

($ands

hares in thousands)

MENTS OF SHAREHOLDERS' EQUITY

— e——

—_—

P

See notes to consolidated financial statements.
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Foreign

Class A Class B Common Stock Aggitional Currency Deferred

Common Stock Common Stock Preferred Stock __ Warrants Paidin Accumulated Translation Financing

Shares Amount Shares Amount Shares Amnunt Shares Amount Capital Deficit  Adjustment _Costs Total
e e - $— -8 -3 - 8 (@ $ — $§ - $ (98)
- - —_ — 9,244 a3 -— - 13,261 —_ — - 13,354
— — 6411 29 —_ - —_— —_ 1,822 —_— - -— 1,851
- = - — - _= —_— —_ —_ (9.402) —_ —_ (9,402)
- —  64n 29 9,244 93 - — 15,083 (9,500) —_ — 5,705
- - -_ —_ —_ - 657 4,000 - _ - - 4,000
_— - —_ - - - 460 1544 — —_ -— (1,544) —-
— = 4118 19 —_ —_ -— — 49,981 -— -— - 50,000
—_— - — — - - - —_ - - (622) -_ (622)
- = - = - _= — - — - (38,240) - — _ (38,240)
— — 10,529 48 9,244 93 1,117 5544 65064 (47,740) (622)  (1.544) 20,843

10,873 49 — —_ - - — — 209,128 —_ -_— — 209177
— - 20232 93 (9,244) (99) — -_ — - -— - —_
- - —_ —_ _— — - - - - (4,666) - (4,666)
- = - —_ _— — - - —_ —_— — 1,544 1,54
- = R - = —_ — —  (100,199) — — (100,199)

10873 $49 30,761 $1d1 - $— 1,117 $554 $274,192  $(147.939) $(5288 $ — $ 126,699

l\




RSL COMMUNICATIONS, LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS

($ in thousands)

Year Ended Year Ended Year Ended
December 31, December 31, December 31,
1995 1996 1997
Cash flows provided by (used in) operating activities:
NELIOSS . + e v eenneaannssssnesstasenasnssensoanasstassnsruoss $ (9,402) $ (38,240) $ (100,199)
Adjustments to reconcile net loss to net cash provided by (used in)
operating activities, net of effects of purchase of subsidiaries:
Accretion of interest receivable on restricted marketable securities —_ (1,562) (5,504)
Depreciation and AMOMiZAHON .« v evvenrrreennrannnannsasanaases 848 6,655 21,819
Foreign currency transaction (S 111) S R RE TR - (788) -
Loss on disposal of fixed assets ...........cceiareeiaereeanaes - 368 —_
Provision for losses on accounts receivable .........ceoceeeeees 149 2,830 10,908
Reversal of accrued liabilities .. ... oo vvenrencniiranarenees —_ - (7,000)
Changes in assets and liabilities:
Increase in accounts receivable .. ..o.ooveiciiiairiiieinenne (2,453) (17,034) (45,069)
Decrease (increase) in deposits and other ASSeIS ... vevareiaanans 366 (3.249) (2,929)
Decrease (increase) in prepaid expenses and other current assets 297 (925) (13,196)
Increase in accounts payable and accrued eXpenses............- 3,511 44,243 56,354
increase (decrease) in deferred revenue and other current liabilities 1,501 4,279 (2,155)
Increase (decrease) in other liabilities . ........covvenrreneern.s 8,737 (7.052) (4,841)
Net cash provided by (used in) operating activities........cccooeeeees 3,554 (10,475) (91,812)
Cash flows used in investing activities:
Acquisition of SUBSIdIANES . ... v vrinrenrinar e (15,413) (38,552) (77,813)
Purchase of marketable Securities . ... ..oouvieenavrrerecneanees —_ (82,529) _
Proceeds from marketable SBCURtiES ........ovvemivrineonnronees - 14,701 54,167
Purchase of restricted marketable securities ...........ooveereneee — (102,808} -
Proceeds from restricted marketable securities ..........cceveeenes - — 41,038
Purchase of property and equipment ............cceenavencerces (1,124) (15,983) (36,357)
Proceeds from sale of equipment .........ocveiieriiniaeaernes — 171 144
Net cash used in investing activities ........coveveeennrs AU (16,537) (225,000) (18,821)
Cash flows provided by financing activities: :
Proceeds from issuance of common and preferred stock and warrants 15,205 50,000 182,160
Underwriting fees and eXpenSes ........ceecererarrerimeenerenes - - (14,618)
Proceeds from notes payable........ovremarrionenriaanaeaiines 3,000 _— —_—
Payment of NOteS payable ............ccooencneoersrronunzenss _ (3.000) (3,348)
Proceeds from issuance of 12%% Senior Notes and warrants ....... - 300,000 -
Payments of offering costs . ... i evebeseeaeaanare ey - (10,989) -—
Proceeds from long-tem debt ........... eeceeanens Ceerasenrans — 44,000 —_
Payments of long-term debt .............. e eeeeeeeeeseiiaaaaes —_— (44,598) (9,402)
Principal payments under capital lease obligations .........coeennee (62) (382) (2,757)
Net cash provided by financing activities . .....oenienioiiiaiiaiians 18,143 335,031 152,035
Increase in cash and cash equivalents . .. ... .covenvenereernenens 5,160 99,556 41,402
Effects of foreign currency exchange rates on CaASN v v vvveonnrnnanees - (651) (576)
Cash and cash equivalents at beginning of period ........o.oorenenes 3 5,163 104,068
Cash and cash equivalents at end of period ........ Ceereenaanan ere $ 5,163 $ 104,068 $ 144,894
Supplemental disclosure of cash flows information:
Cash paid for:
ILEIEST +oovveeeenanssnssesoansasonnssssesansasssasaananses $ 31 $ 1,639 $ 41,285
Supplemental schedule of noncash investing and financing activities— .
Assets acquired under capital lease obligations ...........c..eeeee $ 4,950 $ 7897 $ 13,060
Issuance of notes to acqUIre StOCK .....oevreereerioiraiiianannes $ — $ 9328 $ —
1ssuance of warrants for shareholder standby facility ............... $ —_ $ 1,544 $ —
Issuance of Class A Common StOCK ... ..ocieieineriianneeennenns $ —_ $ - $ 41,635
Acquisition cost included in current liabilities ..........cceoeennenee $ — $ — $ 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 intemational 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
1997 Acquisitions/New Operations

Callcom AG fur TeleKommunikation

In December 1997, RSL Europe acquired a 78.5% interest in Calicom 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 goodwiil.

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 April 1997, RSL Com Europe Ltd (“RSL Europe”) acquired a 30.4% interest in Maxitel, a
Portuguese international telecommunications carrier, and has since increased its ownership interest in
Maxitel to 39%. The total investment in Maxite! is approximately $2.1 million. The investment in Maxitel
is accounted for under the equity method of accounting.

Newtelco

In August 1997, RSL Europe purchased 80% of the stock of Newtelco Telekom AG (“RSL
Austria"), an Austrian start-up telecommunications company for an $800,000 investment in the
company. ’

RSL Com ltalia S.r.l

In August 1997, RSL Europe acquired 85% of the stock in RSL ltaly (“RSL ltaly”), an ltalian
telecommunications reseller. The Company paid approximately $1.7 million for its investment in RSL
ltaly.

European Telecom S.A./N.V.

in December 1997, RSL Europe acquired 80% of European Telecom S.A/N.V. (“RSL Belgium”)
which in turn owns 100% of European Telecom SARL (RSL Luxemburg). The Company paid
approximately $18.6 million for this acquisition and recorded an equal amount of goodwill.

Other

In April 1997, the Company acquired substantially all of the commercial customer contracts of
Pacific Star Communications Limited, an Australian based company. The Company paid approximately
$1.5 miltion in cash and recorded this amount as a customer base.

1996 Acquisitions/New Operations

Certain Assets of Sprint in France and Germany

In May 1996, the Company acquired the net assets, principally telecommunications equipment and
facilities, constituting the international long distance voice businesses of Sprint in France and Germany
through its wholly-owned subsidiaries RSL COM France S.A., a French corporation (“RSL France”),
and RSL COM Deutschland GmbH, a German limited liability company (“RSL Germany”). Pursuant to
the applicable asset purchase agreements, the Company can not disclose the purchase price of the net
assets. In connection with this transaction, the Company recorded approximately $7.9 million of
goodwill.

Belnet Nederiand B.V.

In October 1996, the Company acquired 38,710 shares of Belnet Nederiand B.V. (“BelnetRSL"),
representing 75% of the outstanding stock for $10.0 million and the assumption of liabilities of
$500,000. In 1997, the Company acquired the remaining shares for approximately $7.3 million. In
connection with the purchase of Belnet/RSL, the Company recorded approximately $15.6 million of
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)
Incom (UK) Limited

In August 1996, the Company acquired the assets and assumed certain limited liabilities of Incom
(UK) Limited (“Incom™), a United Kingdom reseller, for $500,000 plus 3,954 non-voting shares of
international Telecommunications Group, Ltd. (“ITG") (the “purchased Shares”). In addition, 3,333
voting shares of ITG currently held by Incom were exchanged for an equal number of non-voting
shares. In connection with this acquisition, the Company recorded approximately $3.8 million of
goodwill.

1995 Acquisitions/New Operations

On March 10, 1995, the Company entered into a stock purchase agreement (the “Agreement”) with
TG and RSL COM U.S.A,, Inc. (formerly known as International Telecommunications Corporation)
(“RSL USA"), pursuant to which the Company initially purchased from ITG 66,667 shares of ITG's
Series A convertible preferred stock (which represented 25% of ITG's then outstanding stock, including
common and preferred shares) for $4.8 million. The Company subsequently purchased additional
shares of ITG's common stock at various times during 1995, 1996 and 1997 for a total purchase price of
cash, secured notes, issuance of shares and the assumption of net liabilities aggregating $12.9 million,
$25.0 million, and $87.3 million at December 31, 1995, 1996 and 1997, respectively, resulting in
recorded goodwill of $85.5 million. At December 31, 1996 and 1997, the Company's investment inITG
was $54.2 million and $87.3 million, respectively, which represented in excess of 87% (at December 31,
1996) and 100% (at December 31, 1997) of the outstanding shares of ITG.

Effective September 1, 1995, ITG's subsidiary RSL USA, purchased 51% of the capital stock of
Cyberlink, Inc. (“Cyberlink”). During the period August 1996 through December 1996, RSL USA
purchased 1,023,807 shares of the capital stock of Cyberlink for approximately $7.2 million. In addition,
through March 1997, the Company acquired the remaining outstanding shares.

The total purchase price consisted of approximately $9.5 million, and assumption of net liabilities of
$21.1 million. In connection with the purchase of Cyberink, the Company recorded approximately
$30.6 million of goodwill.

In November 1995, the Company, through its wholly-owned subsidiary RSL COM Europe, Ltd.
(“RSL COM Europe”) completed the acquisition of 51% of Cyberlink Communications Europe Ltd.
(“Cyberlink Europe”). Cyberlink Europe is @ holding company which owned 100% of the shares of RSL
COM Sweden AB, Cybertink Intemational Telesystems Germany GmbH and RSL COM Finland OY.

During the period August 1996 through March 1997, RSL COM Europe purchased the remaining
49% of the Cyberlink Europe shares for approximately $2.1 million and the assumption of liabilities. The
total cash paid was approximately $3.7 million. In connection with the purchase of Cyberlink Europe, the
Company recorded approximately $5.4 million of goodwill.

Accounting Treatment

The acquisitions, unless otherwise stated, have been accounted for by the purchase method of
accounting and, accordingly, the purchase prices have been allocated to the assets acquired, primarily
fixed assets and accounts receivable, and liabilities assumed based on their estimated fair values at the
dates of acquisition. The excess of the purchase price over the estimated fair values of the net assets
acquired has been recorded as goodwill, which is amortized over fiteen years. The valuation of the
acquired assets and liabilities acquired in the 1997 acquisitions is preliminary and as a result, the
allocation of the acquisition costs among the tangible and intangible assets may change.
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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)

The following presents the unaudited pro forma consolidated statements of operations data of the
Company for the years ended December 31, 1996 and 1997 as though the acquisitions of RSL COM
France, RSL COM Gemmany, BelneVRSL, LDM, Call Australia Group, and EZI had occurred on
January 1, 1996. All other acquisitions had insignificant operations prior to the date of acquisition. The
consolidated statements do not necessarily represent what the Company's results of operations would
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)
REVEMUES .o v enerneotnrnssnsessannsssensnsacecnss $203,075 $ 371,757
N o T AL LR $ (40,91 6) $(103,697)
Net (0SS Per Share .......ooveveeeercnnmnnnanseeees $ (5.49 $ (5.46)

3. Summary of Significant Accounting Policies

Principles of Consolidation and Basis of Presentation—The consolidated financial statements
include the accounts of RSL Communications, Ltd. and its majority-owned subsidiaries from the date of
acquisition or commencement of operations. The Company has included 100% of certain subsidiaries’
operating losses since the minority interests’ investments have been reduced to zero. Minority interest
represents another entity's ownership interest in BelnetVRSL at December 31, 1996 and Belnet/RSL,
RSL Com Austria, RSL Com ltaly, and RSL Com Venezuela at December 31, 1997. All material
intercompany accounts and transactions have been eliminated. Each of the Company’s subsidiaries
has a year end of 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
other claims. Actual results could differ from these estimates.

Foreign Currency Translation—Assets and liabilities of foreign entities have been translated into
United States doliars using the exchange rates in effect at the balance sheet dates. Results of
operations of foreign entities are translated using the average exchange rates prevailing throughout the
period. Local currencies are considered the functional currencies of the Company's foreign operating
entities. The Company utilizes.a net settlement process with its correspondents comprised of special
drawing rights (“SDRs"). SDRs are the established method of settlements among international
telecommunications carriers. The SDRs are valued based upon the values of a basket of foreign
currencies. Translation effects are accumulated as part of the cumulative foreign currency translation
adjustment in equity. Gains and losses from foreign currency transactions are included in the
consolidated statements of operations for each respective period, and were not significant in the periods
presented.

Cash and Cash Equivalents—The Company considers all highly liquid investments purchased with
an original maturity of three months. or less to be cash equivalents.

Accounts Receivable—Accounts receivable are stated net of the allowance for doubtful accounts of
$3,900,000 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 STATEMENTS—(Continued)
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.

Accrued Expenses—Accrued expenses for the years ended December 31, 1996 and 1997 consist
primarily of accrued interest, accrued acquisition costs and accrued transmission costs. Accrued
interest as of December 31, 1996 was $9,447,000. Accrued interest as of December 31, 1997 was not
significant.

Marketable Securities—Marketable securities consist principally of U.S. Treasury bills, commercial
paper and corporate notes with a maturity date greater than three months when purchased. Available
for sale securities are stated at market and the held to maturity securities are stated at amortized costs.
Gains and losses, both realized and unrealized, are measured using the specific identification method.
Market value is determined by the most recently traded price of the security at the balance sheet date.
Marketable securities are defined as either available for sale or held to maturity securities under the
provisions of SFAS No. 115, “Accounting for Certain Investments in Debt and Equity Securities,”
depending on the security. :

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. Depreciation expense was $302,000, $3,462,000 and $9,794,000 for
the years ended December 31, 1995, 1996 and 1997, respectively.

Goodwill and Related Amortization—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 fiows 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.

Deferred Financing Costs—The deferred financing costs incurred in connection with the Senior
Notes are being amortized on a straight line basis over ten years.

. Deposits and Other Assets—Deposits consist principally of amounts paid to the Company'’s carrier
vendors.

Revenue Recognition and Deferred Revenue—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.

Cost of Services—Cost of services is comprised primarily of transmission costs.

Selling Expenses—Selling costs such as commissions, marketing costs, and other customer
acquisition costs are treated as period costs. Such costs are recorded in selling, general and
administrative expenses in the Company’s consolidated statement of operations.

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 resuit from
activities during the current and preceding years. SFAS No. 109 requires an asset and liability approach
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
For the years ended December 31, 1995, 1996 and 1997

3. Summary of Significant Accounting Policies—(Continued)

for financial reporting for income taxes. The Company’s foreign subsidiaries file separate income tax
returns in the jurisdiction of their operations. The Company's United States subsidiaries file stand-alone
United States income tax retumns.

Loss per Common Share—in accordance with the Company's adoption of SFAS No. 128,
“Earnings Per Share”, the loss per common share is calculated by dividing the loss attributable to
common shares by the weighted average number of shares outstanding. Outstanding common stock
options and warrants are not included in the loss per common share calculation as their effect is anti-
dilutive. The adoption of SFAS No. 128, “Eamings Per Share” did not affect the Company’s method of
computing the loss per common share.

Effects of Recently Issued Accounting Standards

In June 1997, the FASB issued SFAS No. 130, “Reporting Comprehensive Income.” This
statement is effective for financial statements issued for periods beginning after December 15, 1997.
Management has evaluated the effect on its financial reporting from the adoption of this statement and
has found the majority of required disclosures to be not applicable and the remainder to be not
significant.

in June 1997, the FASB issued SFAS No. 131, “Disclosure about Segments of an Enterprise and
Related Information.” SFAS No. 131 requires the reporting of profit and loss, specific revenue and
expense items, and assets for reportable segments. It also requires the reconciliation of total segment
revenues, total segment profit or loss, total segment assets, and other amounts disclosed for segments
to the corresponding amounts in the general purpose financial statements. SFAS No. 131 is effective for
fiscal years beginning after December 15, 1997. The Company uses data at the subsidiary level to
manage the operations and the Company will expand its current footnote disclosure to meet this criteria.

4. Concentration of Credit Risk

The Company is.subject to significant concentrations of credit risk which consist principally of trade
accounts receivable, cash and cash equivalents, and marketable securities. The Company's U.S.
subsidiaries sell a significant portion of their services to other carriers and, as a result, maintains
significant receivable balances with certain carriers. If the financiat condition and operations of these
customers deteriorate below critical levels, the Company’s operating results could be adversely
affected.

The Company maintains its cash with high quality credit institutions, and its cash equivalents and
marketable securities are in high quality securities.
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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 NOES .....cvveneernuennrnnaneenes $40,728 $40,678 $ 2,500 § 2,500
Mediumterm NoteS ....ccvvvreernenracnneenns 10,951 10,938 — —_
Commercial PAPEr «..vvvirvrreereerinrnnonas 10,261 10,257 4,390 4,388
Federal agency NOtES .......c.everanrancnsans 5,888 5,884 6,968 6,973

$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 10 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 YEAM .....vvirerranasssrorstananees $57,548 $11,856
Matures after one year through three years.......... 10,280 2,002
B (o3| PP PP $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 12¥s% 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 YRar .....vvveenvataesvsnsnes $ 39,692 §$ 39,738 §$35455 $35,522
Matures after one year through three years... 64,678 65,002 33,381 33,377
TOtAl . i eenenerreneeeessocssssencasnaancsns $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 primarily 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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6. Income Taxes—(Continued)

In accordance with SFAS No. 108, the Company has computed the components of deferred
income taxes as of December 31, 1996 and 1997, as follows (in thousands):

December 31,

1996 1997
Deferred tax asSetS....ocvveereirvorrecianeanes e $ 18,800  $ 59,000
Less valuation allowanCe........cooereereesenennecnenes (18,800) (59,000)
Net deferred 1ax @ssets ....oeveeevrerrmeenerimnereeces $ — —

The Company’s net operating losses generated the deferred tax assets. At December 31, 1996 and
1997, a valuation allowance of $18,800,000 and $59,000,000, respectively, is provided as the
realization of the deferred tax assets are not likely.

7. Notes Payable and Long-term Debt

Senior Notes

On October 3, 1996, RSL Communications PLC (“RSL PLC"), a wholly-owned subsidiary of RSL,
issued (the “Debt Offering") 300,000 Units, each consisting of an aggregate of one $1,000 Senior Note
(collectively, the “Notes”) due 2006 bearing interest at the rate of 12":% and one warrant to purchase
3.975 Class A common shares which expire in ten years (collectively, the “Warrants”). The exercise
price of such Warrants is $.00457.

The value ascribed to the Warrants was $4,000,000. The unamortized discount is recorded as a
reduction against the face value of the Notes, and is amortized over the life of the Notes. Such discount
was $4,000,000 and $3,500,000 at December 31, 1996 and December 31, 1997, respectively.

The Notes, which are guaranteed by RSL, are redeemable, at RSL PLC's option, subsequent to
November 15, 2001, initially at 106.1250% of their principal amount, declining to 103.0625% of their
principal amount for the calendar year subsequent to November 15, 2002, and at 100% of the principal
amount subsequent to November 15, 2003. The Notes, or a portion thereof, may also be redeemed
upon the consummation of a public equity offering which yields proceeds in excess of a specified
amount. :

in connection with the issuance of the Notes, the Company is required to maintain restricted
marketable securities in order to make the first six scheduled interest payments on the Notes. Such
restricted marketable 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 restrictive covenants which
impose limitations on RSL and certain of its subsidiaries ability to, among other things: (i) incur
additional indebtedness, (ii) pay dividends or make certain other distributions, (iii) issue capital stock of
certain subsidiaries, (iv) guarantee debt, (v) enter into transactions with shareholders and affiliates,
(vi) create liens, (vii) enter into sale-leaseback transactions, and (viii) 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)
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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 which was
available. At December 31, 1996, the Company also had a $35,000,000 shareholder standby facility
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 Credit Facility, the
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 at
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 Debt
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 2'a% over the prime rate of interest (prime
being 8Y4% and 8'2% 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 fine is payable at 21£% over the prime
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 [TG'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 instaliments,
respectively, and bore interest at the rate of 6%. In 1997, the Company satisfied the remaining loan
obligations with such minority shareholiders.
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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

Lo 1= - S R R PR R R $ 4,604
T 1oL TSI P R R R —
21010 ¢ T TR TR R T —
27010} DSOS PR .-
210 7.2 R R R SRR .—
2003 and thereafter. ... ovvveeeeeeeeieieeertosnncessnsscoessnennnces 300,000
Total ........... e eeeaee s eea e et et e et 304,604
Less CUrrent MatUnties . .. cvveeerearsacsraserrnoascasssssossonsenane (4,604)
Long Term Debt and 12%% Senior Notes ..........ooeeeneeenniines $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 anB other .....covvevnernreeeiiniriacenannns $80,358  $216,858
Deferred financing €ostS ........c.cuveveeaniiereennnann 10,988 11,655
91,346 228,513
Less accumulated amortization .........c.oceievieeiaen (3,741) (13,530)
Intangible assets—net ..........ciiiiiiiiiiiiiiiien $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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9. Shareholders’ Equity

Common Stock

During 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 of its Class A
Common Stock and Class B Common Stock to an aggregate of 438,000,000 shares and (jii) 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 offering 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 1,457,094 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 paid in capital.

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 offering 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, the
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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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
B E =1 P $ 7,189
L 1= 8,346
2000 .. i e et e 6,528
20071 L. e e e, 4,018
2002 ..t e e et eaaas 3,373
2003 and thereafter ..........coiiiiiiniiiniaina,, 625
Total minimum lease obligations .................... 30,079
Less interest.....ooeiiiiiieriie it 6,542)
Present value of future minimum lease obligations. ... 23,537
Less current portion, included in other current

liabilities . ...coviivneii e (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 Gaspar 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 Gaspar, 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, Gaspar & Co., L.P. (“RSLAG"), a venture
capital company owned and controlled by Ronald S. Lauder and Andrew Gaspar. During 1996
Mr. Bildirici's salary was paid by RSLAG and the Company reimbursed RSLAG for a majority of
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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. Bildirici
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
aggregate 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 Estee ‘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 anniversaries 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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13. Stock Option Plans—(Continued)
1997 Stock Incentive Plan

During 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
rights, restricted stock, and various combinations thereof. The maximum number of shares of Class A
Common Stock available under the 1897 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 granted 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 price 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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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
Granted.....ovcevrvnrennreeronseranconsons 1,423,500 $ 0.000457  $0.000457
EXEICISEA «vveiieveronrionnnsnncassnannns — —_ —_
Rescinded/Canceled .............coeeennns — — —
Outstanding at December 31, 1995 .......... 1,423,500 0.000457 0.000457
Granted . ...cooveveiienanraiiaeraasarenen 283,824 1.60-2.51 1.73
EXErCiSed vvvvvveeerronnersnnerssnssosnans — — —
Rescinded/Canceled ...........cc.ooeiineen — — —
Outstanding at December 31, 1996 .......... 1,707,324  0.000457-2.51 0.29
Granted.....ooovverreiereiiiteaanaossaes 1,459,195 .00457-22.00 10.44
EXErCiSed ..oovverereenrrsneceincnnsasnnas 712,142 .000457 .000457
Rescinded/Canceled .............oveeiene. — — —
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. ... iiiiiiiiiiiainennns —_ 766,500 $ -
December31,1996.......civiviinnrnacenens 177,701 482,676 0.000457
December 31, 1997 .. .. vveriiiieenrnnnnonns 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 — § -
$ 0.00457 590,584 $ 0.00457 9.66 350,400 $0.00457
$ 160 -$ 251 283824 $ 173 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

F-21



RSL COMMUNICATIONS, LTD.

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

13. Stock Option Plans—(Continued)

date of the initial public offering and the minimum value method was used for options granted prior to
the date of the initial public offering, as there was no market for the Company's common stock in which
to measure the stock price volatility.

The following weighted average assumptions were used in calculating the fair value of the options
granted in the years ended December 31, 1995, 1996 and 1997, respectively: risk-free interest rates
between 5.63% and 5.95%; no dividends are expected to be declared; expected life of the options are
between 30 and 42 months, between 39 and 51 months and between 18 and 72 months, respectively;
and a maximum contractual life of 10 years.

For purposes of the pro forma disclosures, the estimated fair value of the options granted is
amortized 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,

195 19%6 1997
Net loss

AS TEPOMEA ...vvvvrrrerernnnnnnnannanaetreeenes $(9,402) $(38,240) $(100,199)

PrO fOMMA <o v vvneevnsenssnrancsassnnsnassesnanaoses $(9,404) $(38,315) $(118,176)
Net loss per common share:

AS TEPOMEA .o vevnrrrarreerianmrssssannanseaesnenens $ (1.67) $ (5.13) § (5.27)

T 1 111 - W $ (167) $ (5.14) § (6.22)
Weighted average fair value of options granted during

the PErIOT. .o vvnreererrrnsrnnnseessnsessassesssnnns $0.0002 $ 026 $ 1232

14. Commitments and Contingencies

At December 31, 1997, the Company was committed to unrelated parties for the rental of office
space under operating leases. Minimum annual lease payments with respect to the leases is as follows
(in thousands):

Year Ended

BT - - N AL $ 4,018
T 1= 1< D AR 3,621
D001 D LR R EEE R AL A RSy 3,285
D007 & eunvneenecaceacsesassasnsssnesnssssasasnasssssnasnosssansnens 2,798
2100 - R KRR ERRELEEE LRy 2,172
2003 and thereafter. ... ..coceeieeireneassenarsnonscsnensnsnsorennes 1,427

$ 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 operating leases. The
minimum annual lease payments with respect to these agreements is as follows (in thousands):

Year Ended

ST L - N LR R LR LA $ 10,842
T T < - N AR 8,592
D010« ST LR AR EE LA 8,087
100 3 I R AR 6,000
o010 - R R R R R AR 5,330

$ 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
ordinary course of its acquired business, and certain claims that arose in the ordinary course of its
business. The expected settlements from certain of these matters have been accrued and are recorded
as “Other Liabilities." In management's opinion, the settlement of such claims would not have a material
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 related to certain
transmission 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 intemational gateway and two
domestic switches. This commitment amounts to approximately $8.0 million, all of which will be financed
under the Company's existing $50.0 million facility provided by one of the Company’s primary
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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16. Revenues by Geographic Area

The following table provides certain geographic data on the Company’s operations for the years
ended December 31, 1995, 1996 and 1997 (in thousands).

Operating Identifiable
Revenue Income (Loss) Assets

vear ended December 31, 1995
US. v oo eeeeeaesaneeneanera et $ 18461 § (6,969) $ 37,760
Corporate and OtNET ......ovneeeesenrnreenmemenesesretss 156 (2,412) 15,312

$ 18,617 $(9,381) § 53072

Year ended December 31, 1996

US e v aaaea e s e e $ 85843  $(11,702) $ 54,509
EUMOPE . v eveennvnnemnenssnssnssnnnsmsemssnsr st et 27,414 (13,438) 50,147
Corporate and Other «.......evreveneremsmmenromemmsrsens — (5,612) 323,313

$113257  $(30,752)  $427,969

Year ended December 31, 1997

U= T U PR PP R LR LA $194,518  $(26,119) $1 18,363
EUMOPE « v v vvensennrennnsnnsnssessanensenisnrensnsrnssses 73,653 (35,905) 106,746
Asia ANd OhErS ..eeerriarveresomsnnerseensnmunsessnerses 32,625 (3,430) 58,905
COTPOTALE . nvvnvanneonsnnenssnssnsensan s st rrssrensss — . (15,602) 321,650

$300,796  $(81,056) $605,664

]

Intersegment and intergeographic revenue are not significant to the revenue of any business
segment or geographic location. There is no export revenue from the United States. Corporate and
other assets consist principally of cash and cash equivalents, marketable securities and goodwill.

17. Summarized Financial Information

The following presents summarized financial information of RSL Communications PLC a company
incorporated in 1996 (“RSL PLC") as of December 31, 1996 and 1997. RSL PLC is a 100% wholly
owned subsidiary of the Company. RSL PLC had no independent operations other than serving solely
as a foreign holding company for certain of the Company’s U.S. and European operations. The Notes
issued by RSL PLC are fully and unconditionally guaranteed by the Company. The Company’s financial
statements are, except for the Company's capitalization, corporate overhead expenses, certain
operations and available credit facilities, identical to the financial statements of RSL PLC (in thousands).

December 31, 1996 - December 31, 1997
CUITENt ASSEES. . .ccvevererannarsanasesssnnosnnneranens $306,104 $212,568
NON-CUITENt ASSELS ...vvurrrosiosaasenannnanocasenaces 120,761 324,118
Current Liabilities «..ocvvvrnersrnrernearionnosenaeees 74,948 122,672
Non-current Liabilities .......coeoraerermrenerearenees 394,556 557,448
Year Ended Year Ended
December 31, 1936 December 31, 1997
NEt REVEMUE .+ v vvvveeeerrannansnenasesssssssanrssoones $113,257 $266,142
GrOSS PrOfit «.vovveesernescusesaonsenennerensrnnseoes 14,796 30,992
NEL LOSS + v vnvveacencannsrsssssaessnesessssnascscacnes (34,309) (95,824)
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18. Subsequent Events

In January 1998, the Company purchased 90% of Telecenter Oy, a Finnish agent customer base.
The Company paid approximately $10.0 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
(collectively, “1998 Notes") due 2008 and Senior Discount Notes (collectively, “1998 Discount 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 Notes are guaranteed as to payment of principal and interest by RSL Communications, 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)

Year Ended December 31, 1997 First Second Third Fourth
REVENUES .. evvnerereosuesonssosssncnsrasesssosusses $42,168 $67,193 $83,243 $108,192
GrOSS Profit. . veveeirenneenriiimeiiaeiienieanaeens $ 5199 $ 7,366 $ 8837 $ 14,073
NEL 0SS « o v e eeveneeeeacasansnensasnsasosssansasscns $(19,147) $(21,570) $(27,342) $(32,140)
LOSS PEF SHATE +.vvvrvernreeessrrennnannsessraannens $ (1.82) $ (190) $ (2.28) $ (0.77)
Weighted average number of shares of common stock

OULSTANAING . . v v veneeenie s 10,541 11,378 11,998 41,633
Year Ended December 31, 1996
Revenues ......coovseess P LR REREEE $ 15,864 $23,900 $30458 $ 43,035
Gross Profit. . ..oveerreienenserreiaeiieniiniiaiaans $ 1,180 $ 2,927 $ 4530 $ 6,159
NEE1OSS oo v e eevenennrasecneasnsasrasnsnsnsunsocass $ (4.789) $ (7,489) $ (8.431) $(17.531)
LOSS PEF ShAME .iuuurverarereersnsonnnnonssssssannns $ (075 $ (1.17) $ (1.31) $ (1.66)
Weighted average number of shares of common stock

OUSTANGING . . oo vrrenearnnenseeiannaescroieeennns 6,411 6,411 6,426 10,541

20. Subsequent Events (Unaudited)

On February 27, 1998, RSL PLC consummated concurrent offerings of $200,000,000 9%% Senior
Notes due 2008 and $328,084,000 ($200,000,000 initial accreted value) 10%s% 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 accreted 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 Subsidiaries

We have audited the consolidated statements of operations and accumulated deficit and of cash flows
of International Telecommunications Group Ltd. and subsidiaries for the nine imonths ended
September 30, 1995. These consolidated financial statements are the responsibility of the Company'’s
management. Our responsibility is to express an opinion on these consolidated financial statements
based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our 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
flows for the nine months ended September 30, 1995 in conformity with generally accepted accounting
principles.

DeLoirte & 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

REVENUES .+« s e e veemnaesesensasssssesssesossessesssesssnsannrsessstoonuanernes $ 26,351,634
COSt Of SEIVICES « . v vvevecnnssensneserannsssnusetastostuasorsesssetursessenests 24,614,337

Gross Profit ...ovvvevrerieriranonntneeneaananaeaues EERETEITEESYRERITRERT RS 1,737,297
Selling, General and Administrative EXPENSES «.vvvvunreevneremnonasasnessenannnss 6,299,188
LOSS frOM OPErAtiONS ... .uvveuruneersssonansssensesnnnnnenessrsuaneresrsesesses (4,561,891)
INEETESt INMCOMIE .t s e v e eeeecnanrnesasecasssnsnsssesasecnertnsosserarnnesnsneeces 56,148
INEEESE EXPENSE . cuuennnennnnnnnassreeeaasannnessoaes e sonasti sttt (345,212)
NEE LOSS « v v e v venvnnsaneesnnesusoannsssasssnassertossssssuneanseostassonnssosee (4,850,955)
Accumulated Deficit, January 1, 1895 ... .ooiiiimriieiiiiiiaririrerinarnees (5,153,000)
Accumulated Deficit, September 30, 1995 .......ooiiiriiiiiimiiaeriirerrineeanes $g1o,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 Opcrating Activities:
NEE 1OSS - v v e s e esnesnsssnsosssassasssssnssasasosstootuonosssscasrssssceess
Adjustments to reconcile net loss to net cash provided by operating activities, net of
effects of purchase of subsidiaries:

Depreciation and amortization .........cceerariiirnnienneersnreeeeannaereees
Provision for losses on accounts receivable ..........ccoooieiiiiiiiaiaiieneen

Changes in operating assets and liabilities:
Increase in accounts reCeivables .........uveuvereriarieiiiiiararenaneeines
Decrease in accounts receivables-affiliates ...........coveiieiiiieiienninen
Increase in prepaid expenses and other current ASSES .. ieiieeai e
Increase in deposits and other @ssets .........c.eoiveireerrreienennenneenes
Increase in accounts payable and accrued eXpenses......c.eorraernrreeee.
Increase in other current liabilities .........coiiiiiiiiiiiiiiiiiiimiiiieeeeens
Increase in other liabilities . . ...oveeiirieeeneenii it aaeeeens
Decrease in due to affiliates ... vvveerere ittt
Net cash provided by operating activities ............oovverrieererveveenens

Cash Flows From Investing Activities:

Acquisition of subsidiary, net of cash oo 111 (- R L RE TR
Purchase of marketable debt securities........covviiiiirieiireiiiareneieaeees
Purchase of property and equUIPMEeNnt .......veereennrrneernnrreerenerrnnraneecen:
Net cash used in investing aCtivities. . ....oveeeiiiriiiiiioceriirirniunneneneens

Cash Flows from Financing Activities:
Repayment of short-term note PAYabI@ ..ot
Proceeds from issuance of COMMON SIOCK . ...ovvuinirnivncnenirnaanaacenenreenns
Proceeds from issuance of preferred S1oCK .........ccoiieriveiiiiiiiaranrnrenens
Principal payments under capita! lease Oblgations ...cvvvvrererriieiieiinieeiens
Repayment of long-term debt .........euiiiiieiniiiiinianieeerinntreenneneenne

Net cash provided by financing activities ...........cooeeemeieererernieennnnnes

Increase iN Cash ...cvveiiiiierserenreneinoeans e eeresraesaneeeeseasesnsanans
CashatJanuary 1, 1995 .. .oovrruieeeuniiirnnneirreneitionnareenesesaneennnenares

Cash at September 30, 1995 .. ... .coiitiiiummueieerrieriinnariinnren e

Supplemental Disclosure of Cash Flows Information:
Cash paid for:
NEEIESE e vveveneeeoeneansneoassssanseansonsassosentossassssasseanennsvesessns

Supplemental Schedule of Noncash Investing Activities-Assets acquired under capital
lease OblIGAtION. .. .cvuvtirrniiiiin ittt

See notes to consolidated financial statements.
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$(4,850,955)

379,782
2,881,440

(9,204,455)
111,434
(325,013)
(398,003)
11,849,193
601,084
1,355,703

(534,941)
1,865,269

(1,500,000)
(2,200,000)
(446,517)
(4,146,517)

(1,000,000)
5,749,300
3,000,000

(100,166)

(241,080)
7,408,054

5,126,806
451,865

$ 5,578,671

$ 185,996

$ 443710



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 Intemational 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 resuits 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)

REVEMUE. civiiieierierrenneesasancennrenneasass $ 40,504,172
Cost Of SeIVICES ....ccvviiiiiiiinneansciansaanss 37,087,243
Gross Profit.......ooeeiinievennnnencaceancanans 3,416,929
Selling, general and administrative expenses...... 23,555,216
Loss from operations .......ccoevvereenernnannes (20,138,287)
Interest iNCOMEe .....vvvvviieiirerererennnonennes 56,148
INtErest @XPeNSe . ...oviurerirrervenrenenenraces (738,496)
NEEIOSS 1 uneerereeeeeeneneneeeersceeeeeennnnnns $(20,820,635)



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.

Goodwill—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 usefu! 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. Construction in progress represents costs incurred in connection
with the building of a switch facility center.

Deposits—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. 108
establishes financial accounting and reporting standards for the effect of income taxes that resuit 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 concegtrations of credit risk which consist principally of trade
accounts receivable. The Company sells a significant portion of its services to other carriers and, as a
result, maintains significant receivable balances with certain carriers. If the financial condition and
operations of these customers deteriorate below critical fevels, 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 primarily in the United States of
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 assefs ....cceeerrrenerreciaancsans $ 8,120,000
Less valuation allowance .........c.ccoeneeevnnnns (8,120,000)
Net deferred tax assetS....c.eeevieeniereanaans 3 —

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 2Y4% over the prime rate of interest (prime 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 2'2% 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 carmrying amounts.
Interest expense on the above notes was approximately $190,603 for the nine months ended
September 30, 1995.
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INTERNATIONAL TELECOMMUNICATIONS GROUP LTD.
AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
Nine Months Ended September 30, 1995

7. Employmen: Agreements

The Company has employment contracts with certain of its executive officers. These agreements
expire beginning April 1998 through May 2000 unless terminated earlier by the executive or the
Company, and provides for an annual base salary. Salary expense for the officers was $253,750 for the
nine months ended September 30, 1995. The aggregate commitment for annual future salaries at
September 30, 1995, excluding bonuses, was approximately $453,750 for 1996, $454,500, $300,000,
$200,000 and $116,667 for 1997, 1998, 1999 and 2000, respectively.

8. Commitments and Contingencies

At September 30, 1995, the Company is committed to unrelated parties for the purchase of certain
capital assets and the rental of office space under operating leases. Minimum annual lease payments
with respect to the leases and capital commitment is as follows:

Nine Months Ended

September 30,

T 1= L S R $ 849,435
T 1= 7 2 R AR LR 808,300
ST 1= 1 T A 546,760
T 1= 1= 1 R AL R 366,998
D100 T Al 305,226
2001 and thereafter .......c.cceviieieeiieineenes 431,612

$ 5,308,331

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 operating leases.
The minimum annual lease payments with respect to these agreements is as follows:
Nine Months Ended

September 30,

L= L 1< S LA RN $20,400,000
1997 1 aiiiiieii et 38,000,000

T 1= O LR R AR 7,500,000

$65,900,000

The Company is currently negotiating the termination of these operating leases.

Litigation and Other Claims—The Company is involved in various litigation and other claims that
arose in the ordinary course of its acquired businesses prior to the Company’s acquisition of such
businesses. The expected settlements from these matters have been accrued and are recorded as
“Other Liabilities.” In management's opinion, the settlement of such litigation and claims would not have
a material adverse effect on the Company’s consolidated financial position or results of its operations.

Letters of Credit—The Company has outstanding letters of credit aggregating approximately
$76,000 at September 30, 1995, expiring at various dates between June 1, 1996 and August 8, 1996.
Such letters of credit, which were issued as deposits to vendors or security on leased premises, are fully
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 U.S.A., Inc.’s (‘RSL USA™) key personnel have many years of experience in
telecommunications business 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 full profit and loss responsibility for the NYNEX Science and 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 his career, he served in various
capacities with Bell Laboratories and New York Telephone. Ed Thomas received his B.S.in
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

M. 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., Isreal’s largest investment corporation. Prior to joining Clalcom,
he served as a Special Consultant to the President of Bezeq, Isreal’s national telecommunications
company, 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.
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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. Degree from Columbia University School of Law, a Ph.D. from Columbia University,

and a B.A. Degree from the University of Chicag
District of Columbia Bars.

o. He is a member of the New York State and



