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Auplt 23, 1999 

· ALLSTAR Telecom 
223 E. De La Gaern 

Sota Barbara, CA 93101 
(805) 899-1962 

South Dakota Public Utilities Commission 
Capitol Building. lit floor 
500 Bat Capitol Avenue 
Pime, SD 57SOI-S070 

Re: Alt r wm•tndeV, 1ac,•1 AaPlkldn 
.... I 0,t••r, e(Alfbdty 

To Wbam It May Qmcem: 

AUG 2 5 1999 

SOUTH DAKOTA PUBLIC 
UTILITIES COMMISSION 

Erlolod fGr Cormritam approval, please find ID original and ten (I 0) oopi• of AS 
Tclecu11+N1diom. Inc. •a (dlbla ALI.STAR Telecom) appliClllion for a Certificlte 
A.llbority. AS Tdeoonwmriofiom, Inc. ii seeking authority to ope.lie II a IWitdllea 
ameUcr ofloag diltancc aervic:cs. AdditioaaUY encloled ii a check in the iilDOUDt of two 
1laadlal fifty doDln ($250.00) to cover all filing re.. 
AdmowWganeal and date of receipt of this tnmmittal letter is 1e1pcc:tfblly requelllld 
IDd a pn, addre11D1111-q,ed envelope is encloeed fGr dUI purpote. 

If you maJd bave my queatioaa aegaacti.na thia applicatim or need 1DY ......... 
inf'onmtic,a, plelle mmert me at (BOS) 963-1619, atmlion 3711. 

1blDk you fGr your aniPIDC"#, 

Eric B. BolaND 
On Behalf of AS TolecMD+nUDicatiooa. Inc. 



,uauc SERVICE co8:1=0F SOUTH DAKOTA RECEIVED 
AUG 2 5 t999 

Applicationof ) 
) 

AS Telecm1municaiom. Inc. d/b/a ) 
All.STAR Telecom ) 

) 
For Audlority to 0pente II a Raleller ) 
Of Telec:ommunicaaiom Service Within ) 
The State of South Dakota ) 

APPUCADQN 

SOUTHOAKOTAPUBUC 
UTILITIES COMMISSION 

Docket No .. ____ _ 

AS Telecommunicatio Inc. (" Applicaotj, by its wxlenigned officer IDCl 

pllllUllll to SDCL 49-31-3, hereby IUbmita ita applicarion for a Certificale of Authority to 

_ .. _ r· . : ... _ .... __ t-.. • • • • ......_ o.....-
apcn1e II a - 0 iDll'lltlte ---.." te~iliiHIDlcationl ICrYICCII mum~ 

of Soalh Dakota. In aapport thel'eo( Appticaat proYidel the Collowina information: 

I. 

223 Eat De La Guerra 
811111a BlltMn, CA 93101 
(805) 899-1962 (wice) 
(805) 899-3842 (fa) 

3030 Nonh Cmtral Ave., Suite 702 
PboeDix. AZ 85012 
(800) 800-3986 (wice) 
(800) 800-4S54 (fax) 

2. ALLST AR Telecom 

3. Appikad ii a carpandoa 

(a) Applicanl W11 incOlpomed in Arimaa Gil Aupst 30, 1 'W/ and 1111 

brm panted IUlbarity to bluliid IRamneu II a foreip COlpOlltioa in 

die Stllle of Soudl Dalmla. A copy or Applicant'• Catiflalle of 



Authority to tnmllct bulinesa in South Dakota is attached hereto a 

Exhibit A. 

(b) Applicant does not have an office located in South Dakota. The name 

and address of the Applicant's registered agent is: 

National Registered Agents, Inc. 
300 South Phillips Avenue, Suite 300 
Sioux Falla, SD S7102 

(c) Applicant's panmt CODlplDY is: 

ST AR Telecommunicationa. Inc. 
223 E. De La Ouem 
Santa 8adma, CA 93101 

STAR Telecommunicatiom, Inc. ("STARj ii a 100% lhlreboldcrof 

Applicant. 

... Not applicable. 

5. Applicant pn,poNI to provide 24-bour intrutate ilderexcbaap 

telecommunicationa ICl'Vica over the facilities of other carricn. Appliolllt'1 

intrutalc ICrVicel will include toll free ICll'Vice, private lino service, travel can! 

eavice, and 1 + telecommunicltioo service. Depending on comumer demand, 

Applic:mt may IUblequeotly offer additional scrvicea. 

6. Applicant ab authority to provide service a a rael1er of 

tclecommunic:aliona scrvicea. >J a raale carrier, Applicant bat imtaUed 

nor docs it plan to inltall any equipment. plant, or facilities in tbe Stale of 

South Dak.oca. Appliclat will provide service over tbe filcititiel of odler 

camera,: tbe aelectioa of wbicb will bo baled upon Apptic:aat'a _.,. of 

facility CCIII. IUitlbility IDd quality O lefflCe. 
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7. Applicant p1w to provide tdecomm•micatiom services to sublcnl>en to and 

from all points in the Seate of South Dakota and, therefore, leeks staleWide 

aulborization. 

8. Applicant'1 IDOlt recent comolidated bll~ sheet and income statancota arc 

aaacbed • Exln"bit B. A copy or Applicant's parent company's 1998 Form 10 

K filed with the Securitia and Exchange Commiaion. it's IDOlt rec:mt 

it'1 1998 Annual Report IO Sblrcboldcn arc aUlcbed a ExJuoit C. A copy of 

Applicmt'1 pn,poeed tariff with die tenm and conditions of ICll'Vice is 

9. Applicam's aepa ca .••iw aepadiug complaints and regulrcory matters: 

KaddernD.Mayer 
Souebily, Mampr of Lcpl Afmn 
(805) 199-1962 (Id.) 
(805) 962-3806 (fa) 
k&M[Ahf SP 
(800) 199-1962 

Applicanl II its IOU he number (877) 782-791 t. Applicant hll no lell tblll 

dne CIIIUIICr Nnice lcpl[N llltiva on duty II all times, &om 6a.m. to 

" " A,llu da a1J ' • • _... cuaomer N1Y1Ce aepa •••••ves ..... , re1u1- cuamaer mq11111e1 ... 

10. ApplicaJC is in the pn,c:e11 of obtaining inb.-e intcracblnge IU1bority in 

aine ._. tlnupout the United Stllel: Delaware, Qtincris, Kemucty, 
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IAJnisiana, Mlllyland. Miaillipp\, Milaouri. Oklahoma and Vermont 

App&M ii CCl1ificllled to operate u a readJcr of all folml of tehphoae 

acnice, inclading inlnlltate interexchqe service, in tbo lffll8Plina Uniled 

Salm, with the exception of Hawaii. 

Prior to Applicant's being acquired by STAR, Applicant tnnucted .,._._ 

under the mme Advw:ed M ......... Scrvicel, Inc. ("AMSj. To 1be bat 

of the undmiped'1 knowledge. AMS bad never been denied ..-iatian to 

bW twi+ ca • a fon:ip corporation in any mre. Fllltber, to the belt of 

the undmiped'1 knowledge, AMS bid one CPCN app:iclliaa rejeded by tbo 

State ofMiaouri ualiJ AMS C'b«•hlfd a bond. 

To tbo bat of Applicant'• knowledge, Appliclnt ii in good i411Wtina witb the 

lpplopriale rtplwry •P:Y in each .. where it ii c:atified. 

11. Applicml .... ID illllbl ib ecnica tbrougb direct ulea ..-.; itl tllpt 

matd al dlil lime ii ...0. medium and lap cuoo+cial bwin aaa 

Applicant does DOI ••r in mullilcYd marbting. Copies of Applir•'• 

lnd+aw ae ..,edwl • Exhibit E. 

12.Nacaprlicable. 

13. Afpli =-·· Fedlnl Id ifiamaa Number ii 86-0687725. 

14. No I -. a»llfl. Ifs bave been &Jed with a ffllPJatrwy •1 CJ ... • 

Aw&.:• •• .-of ils direct ..... Appliclnt will not initiae •vice 

.._ and uaiJ ii lal a liped Leaer of Alllbarizadaa from die = • CMPW 

illllboriziic the IWilc:II O CUIPNn' long dWMNlO pnmder. Applicant 

1111. lww:,cr, received a h C0111pl · ts from a..,.. wllo went awilclled 
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ID ca •rice • a ..all of a OOOlplla or human data -, cmr. 6ic,ae 

c I dDINl'I wae 1tlanied ID their carrier of choice and c:redilDcl llr ay cam 

dec:iei,w ad,., ZTIDIII applic:able ID re1eDcn. AppJi,:a!l daCll aot willa ID 

16. 06lr. I rt-.: 

.-• ii fineciaUy qualified ID aworide • a ea t a 
1car:11lr1ec-11111-•·e1c111111.a1111•• ••• ill a. Sllle of SOlllb DIIDDca. A..-• Illa .... 

ID 6e f i, ad apilal W 11 •y ID a.wded ill le'CIIIIICC IJID --· Cl:IICDiolJI•• 

• "fied . .a..:.. A lili • App1i _,. ..J.. • • • a,c••- • tpeCI • - w-amn. ~ •w ·-3 ..,.. • cx:wma 
pawae•..d. IN lwtltip:11 ad f cW reaaarcea. ..S lllll of STAil a. ill ...... 

a,mpmy, iD Clldcr ID pn,riile mllM* llnicel in 1111 Slalle of Soada Dllm3a; 

acoanliagly, 80 additiaml DI\ rwuldll will be needed ID ofrcr die pn,paNCI 

lrn'icea. Appliclnl'a IDd STAR'a fimDcial quetificalioaa ID pnmde 

~ .. MFIMIMlil lPIJlll llnicel IR liUWfwd mnliO D .Exbibitl 8 ml 

C. 

Appi«•'a plllllll CC i .Ill)" oftital IR wdJ qneJifiecl to aecale ill II I· 1 CW 



. . 

apcri • cc DelClipliom of the telec,,mmanicatioos and managerial experience 

ora·, by penmmcl are llltathcd bcmo IDd a part of Exhibit F. 

1eq1: SI die Soada Dllmca Public Service CouooillKJII IO grant it a CertificllD of 

Ae+-ily ID ope.ale• a radler of tclecxw1nm1icatiom servica within the Stale of 

W: A•1 1~ 1999 

RelpectfbDy IUbmitted, 

el4tf'J--
223 E. De La Guan! net 
81111a Babara. CA 93101 
(IOS) 963-1619 (Tel.) 
(805) 899-3402 (Pu) 

Seadaiy of AS TeleccJmmuniclti Inc. 
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EXHIBIT A 
(Ca1ificlle of Aalbority) 



OFFICEOFTHESECRf.TARYOFSTATE 

AMENDED CERTIFICATE OF AUTHORITY 

I, JOYCE B&SBLTDB, secretary of state of the 
state of 8aatb Dakota, hereby oertity that duplicate 
of tbe .lppllcat1oa for an AMndled Certificate of 
Alltbarlty of ADV&IICID DIIIGDP! SDVXCBS, DC. ~) 
to tnnAat bullrl••• in th1a state c:luly aiped and 
.rilled~ to tile prcwialoaa of tile 8oQtb 
Dalmta caq,araUoll Acta, ba .. been ncaJ.994 in tbia 
offiaa ad are foand to ~ora to law. 

ACCDIDDKlllrY ..S by Y1rtaa of tbe aatbor 
~ in - lly law, I bacal,y Irr• t11Ja I.IE~ 
cartUl.cata of llltbarlty ad att:aall baceto a 
dapliaate of tlla a,ptlcat1aD to tnnAat basin••• in 
tbla state ..,,._. tbe -- of .U Tllsla IA Mle&TIOll8, 
JJrC. 

DI TBSTDIOIIY IIIIDJIOP, I have 
hereunto .. t ay band and 
affixed tbe er.at Seal of the 
state of south Dakota, at 
Pierre, th• capital, tbi• 
June 1999. 
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EXHIBITC 
(STAR•, Fi.nloeiala) 



UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

\¥art! 1• D.c. l8549 

FORM 10-K 

ANNUAL REPORT PURSUANT TO SECl10N 13 OR IS(d) OF THE 
SECURITIES EXCHANGE ACT OF 1934 

For- tile llscaJ yar oded Decan.btr 31, 1998 

or 

0 TRANSmON REPORT PURSUANT TO SECTION 13 OR tS(d) OF THE 
SECURITIES EXCHANGE ACT OF 1934 

For die tnDSiUoa period from to----to----

STAR TELECOMMUNICATIONS1 INC. 
(Exact name of registrant as specified in iu cbarter) 

Ddmre 71.o:JGal 
(State or other jurisdiction of 
incorporation or orpnizatioo) 

(J.R.S. Emp&o,er ldeotificatioa No.) 

2lJ East De La Cuena 
Sula ...... CaUfcn1a 

(Address of Principal &ecutiYe Oflioes) 

(805) 8"-1 "2 

'3101 
(7.ip Code) 

(Regislrant's telephone number, including area code) 

Securities Registeted P\,tmwJt to Secdoo 12(b) of the Act; Noae 

Name of each exchange on which registered: Tbe N...s..a Nadoul Marlld 

Securities Registered PursuanJ to Section 12(s) of the Act: 
CoaraoaScoc:k 

Indicate by cbeck mark whether the rqistrant (1) bu filed all reports required to be filed by Section 13 or 
15( d) of the Securides Eu:hangr Act or 1934 during tbe pn:cediag 12 moolbs ( or for suds aborter period that the 
repuant was requited 10 file suds rcporU), and 2) 1w beea IUbjcd to suds 6ling requin:meaas for the pua 90 
days. Yea~ No 0 

lodicate bJ diect mark if disdollJtc or ddiaqueot filen punuua to Item 405 of Regulation S-K (f229.40S 
of Ibis cbaplu) is DOC CXJGJaiDed bcteia. aad will DOC be C'fflbioed, IO the besc of regislraot'a laaowiedF. iD 
ddiaitift proxy or iDformadoa sa1temeats iaa>t-pon by refaence iD Put m of this Form 10-K or uy ••nMlall to tbis Form 10.K (8) 

ne aarct* mutc1 va1ue of tbe a-. s.oct or 11re Rqistrant bdd by DOIHffilil&ea o1 tbe Regimul 
oa Mardi 17. 1999, bad oa die hffltF bid ud med prices for tbe C-OC'QIDOO Scoc:t • reported bJ Nudlq wu 
lppl'Oliml1dy $361.205.316. 

As of Mardi 17, 1999, dae DUlllbet of shua of tbe Rqiltrut's Commoa Slack °''"'ancti• was 57,369.000 
slllla. 
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PARTI 

This Annual Report on Form 10.K for the year ended December 31. 1998 (1bc "Form 10.K") contains 
ciertain "forward-looking s1atcments" wilhin lhe meaning or Secli n 27A or :he Securities Act of 1933, as 
amended (the "Securities Act" ), and Section 21E of lhe Securities Exchange Act of 1934, as 31DCOdcd (lhc 
''.Exchange Acf'). Forward-looking siatements arc statements olhcr than hist.orical Wormation or staJ.c· 
mcnts or currcn1 condi1ion and rcla1e to future evcnrs or the future fmanc:ial performance or the Company. 
Some forward-looking statements may be idenufJCd by use of such terms as "expcas." ''anticipates," 
"intends," "estimates," "believes" and words or similar import. These forward-looking statemeAts relate to 
plans, objectives and expectations for future opcradOClS. lo light or the risb and uncerwnties .inbcreot in 
all such projected operation matters. the indusion of forward-looking statements in this Form 10.K should 
not be regarded as a reprcseotatron by the Company or any her person that the objectives or plans of the 
C..c;mpany will he achieved or that any or the Company's operating apeccations will be realized. Re¥cnues 
and results of operations arc difficul1 to forecast and could differ materially from ahose projected in the 
forward-looking stalcmenlS contained in Ibis Form 10..K for the reasons detailed in the "Rist Factors" 
section of this Form 10..K. beginning on page IS, or elsewhere in this Form 10..K. 

ltan l. Buiacss. 

Oftnkw 

STAR lelecommunications. Inc. ("STAR" or lhc "Company") is I multinatiooal telecommunications 
semca company focused primarily on the int.:mationaJ long distance market. STAR offen bigbly reliable., 
low-cost switched voice services on a wholesale basis, primarily to U.S.-based long distance c:arrius. STAR 
provides imermrional long distance service to approximAtcly 200 foreign coo.'1lrica tbroup a ftezll>lc 
network comprised of various foreign tenninalion relationships. international gateway twitcbcs, leued and 
owned transmission facilities and resale arnngemencs with long distance proYidcn. STAR bas grown its 
revenues rapidly by capitalizing on the dereguJation of international tclec:ommunicaliom nwteca. ~bin
ing sophisticated information systems with flexible routing and leveraging management's industty c:xpcr· 
tile. STAR bas increa.~ its revcnues and net income from S.SS.9 millioo and $3.7 million, respcctivdy, in 
1995 to SS9S.S nu1lion and $13.S million. respectively, in 1998. 

IJldmary Badlpoand 

The international long distance telecommuoicadons servic:a industry consists of all transmissions of 
voice and data that originate in one country and terminate in another. This industly is undeigoing a period 
of fundamental change wbicb bas resulted in substantial growth in international tdecommuoications 
traffic. 

~om the standpoint of US.-based long distance providers, the industry can be dMded into two major 
segments: the U.S. :ntcmationaJ owket, consisting of all international calls billed in the U.S., and the 
ovet1Cas market, coosisting of all international calls billed in countries other than the U.S. The U.S. 
international market bas experienced substantial growth in recent years. with gioss rC\'alues from 
international long distance services rising from approximately $14.9 billion in 1996 to approximately $16.3 
billion in 1997, according to FCC datA. 

STAR believes that a Dumber of trends in lhc international tdecommunicatit os market will continue 
to driYe powlb in intcrnatiooal traffic, including: 

• continuing deregulation and privatization of telecommunications markets; 

• pressure to reduce international outbound long distance rates pa_id by end usen driYeo by increased 
competition in newly deregulated global markets; 



• the dramatic increase in the availability of telephoDeS and the number of access lines in semce 
around the world; 

• the increasing globalization or commerce, trade and travel; 

• the proliferation o( communications devices sucb as faxes. cdlular telepboaes. pagers and data 
commuoicatioas devices: 

• ioaeasiog demand for data lnnSmissioo services. lnduding the Internet; and 

• the increased utillzarioo of high quality digital undcnea cable and resulting expullioa of baodwidth 
availability. 

TM lkwJop,nml of• U.S. ond (Nmeas Markets 

Tbe 1984 delqulatioo of tbe U.S. telecommunicalioos industry enabled the emetgalCC ol a oumbu 
ol new loag dislaocc companies in tbc U.S. Today, there are OYer SOO U.S. loog distw:c c:ompallic:s, IDOII 
of whidl are small or medium-sized oompeaa lo order to be sucx:eaful, lbesc 1111111 ud u.cdiaa-lizlCd 
companies aced to offer their customers a full range of semccs. iDdudiDg iaterutioDll lolls discaec::c: 
HoweYer. IDOII of these aaniets do DOI bave the aitical mass to receiv.: YOlume disc,0111111 OD ialautioul 
traffic from the larger facilitsie:s-based canien such as AT&T Corp. ("AT&Tj, Ma WoddCca, lac. 
"MO WoddComj and Sprint C.Orpontion ("Sprint") . In addition, tbc:se small ud medilla lir.lcd 

a,mpaaia paerally have oaly limited capital raoun:cs to illYCS' in intcmaciooal fac:ililiea. ,._ ialrerna
lioeal e&rricn such as STAR emerged to take advaDll&C of tin ;mand for lea ~ e&lliwe iDlcrDatioul 
bandwidth. Tbese emerging multinatiooal canien aaed as aggregaton of intcmatiom.l traffic for smaller 
c:arrien. taki.ag advantage of larger YOlumes to obcain volume discounts on iotmaatioul roala (rcule 
traflic), or iovatinf& in facilities when YOlume on puticular routes justify such irr't'lt!DClllt Ova- time, a 
dlae cmerpna ialrmalioaal camen became euablilbcd ud created a high qualilJ aeawom. dleJ bepD 
CO cany owa1Jow traffic from the luget Joa& dbtaace pnMden seeking lower ra:cs 00 catuD rOUICL 

Detqu1alioa and privalizalioo bave allo allowed new long distance p,oYidcn IO emcrae in foreip 
markets. By eroddll the tnditiooal mooopoliel bdd by single Dldona1 providen. llWIJ ol wbidl 8IC wboly 
or pudaDy goyenunea1 owned. sudl as Post ~ cl 'll:lepbone operaton ("Pm"). dereg*ioo is 
providing U.S.-based providers tbc opportumty to negotiate more Cawnble agreemcab with Pm ud 
emerginc f0ttip providen. lo addition, deiqulatioG in certain foreign COWlU'iet is cnehli111 U.S.-based 
providcn 10 e:s1ablisb local ~ and transmission Cacilities in order to terminace tbeir on &rallic and 
begin to carry inccmaliooll loag diswlcc traffic origiaated in that country. STAR bdicw:t lbal growth ol 
lnffic originalcd in markets outside of the U.S. wiD be higbcr tha4 the growth in uaflic cqiaalcd witbiD 
the U.S. due to rcceo1 derqwatioo in many foreign markets.. relative economic growth rates ud 
iacratiJI& ~ to telecommunicatiom Cac:ilities io eme,ging nwuts. 

~ S..-Jwd Long l>istona SeMca 

IJlterDICiooa1 swilCbcd loag dislance semc:a are proYided throup IWitcbiag and tnM1T • · M fac:ili. 
ties dlat ,....,..,.riallly route caUt to circuits based upon a predetermined set of rOUliDa aileria. 1k cal 
typically originates on a local acbaage carrier's aetwort and is tramportcd to the c:aDcr'a domeltic loll& 
distuce c::arricr. Tbe domestic long dittuce provider then canies the call to 1ft . . PlCWIIJ 
switch. An intematiooal loag distance provider picks up the call at its paeway ud scads it direc:dy or 
throup one or more other loag distaoce providen to a comspooding ptcway IWirdl opaaled ia die 
c:owwy of destination. Once the traffic reaches the country of destination, ii it then rouaed IO the party 
being called though that country's domestic: tdepbone network. 

lat.ernationaJ ~ distance providcn can gcnetally be categorized by their ~ and use of 
$Witches ud trammission faciJitiCL 1be largest U.S. carriers, such u ATcll; MCI WoddC.om and Sprint. 
primarily ulilire owned traasmmiM facilities ud generally use other long dittw:c providers to carry their 
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based carrier with excess pacity, or through multiple long distance resellers between tbe oriajnaring long 
distance provider and the Cacilirics-bascd carrier rhar ulrimarcly rcnninates lhc: uaffic. Resale artUCC· 
mcnts sea per minute prices for dillcrctu routes. wbicb may be uarantced for a set time period OI' subjcd 
to Ouctuation following ootice. The: resale ma.rtct for international capxily as COCISt&l1dy c:hlUlgillg. as DCW 

long discance reselleB emugc: and cxisliag providcn respond 10 Oueluatiag coas and oom1cuive 
pn:ssures. lo order to able to cffectivdy manage CXl5U when utilizing resale arrangea,ems, loag distucc 
providcB need timely aa:ess 10 changing marlcet dal and must quickly react to cbaogcs in costs tbroup 
pricing adjustmcots or rouliog decisions. 

Abmiative TaminoJion ~ As tbc in1ematiooaJ tclecomamnica•ioos awtet bas become 
dcreplalCd. service plOYidcB have da,eloped allcmative amngemc:nts IC reduce their tcnniDaboa COIIS 
bJ, ror cumple, routing traffac via thitd a>untries 10 obtain lower settlement races or usiag iDlenadoul 
private line bcililies 10 bypau the scttlcment rates applicable to traffJC routed ewer lhc: public IMldled 
telephone AetWort ("l'S'JW"). These anugements iadudc intcmatiooal simple resale (~ISR"). traffic 
rcfiliDg and tbc acqu · · tioo of ua.DSlllissioo and swilc.biQg r.alities in foreign a>uDtries so to self. 

rrcspood. RefiliDg o( traffic takes advaatage of disparities in senlemcm rates bdwccn di&JCIII c.oua
trics. AA origioan111 operator typically refiles tnflic by scndiDg it first lO a third COUIMly tbat eajoys Iowa 
tCtdemeac rates wida tbe dcslmalioa countJJ where upoo it is ronnrded OC' refiled to tbe cte,ciearioe 
a,uany tbcrcby l"Clllltiaa iD a Iowa owmJl termination cost. Tbc difference bdwta tr..- wl n:fi1i1ta is 
tbat, widl raped to b'laSil. tbe operator in the destination coun1ry typicaOy bas a direct refeticodtip wil.lt 
tbe originating open.tor and is awuc ol the unngc:ment, while with rcfilina. die opaalOI' ia die 
dcstinatioD COUD1Jy cypica1ly is eoc awuc that it is terminating refiled traffic onginaled in aaotla coalrJ. 
While the Ulliled States bas taken no position wilb rcspca to wbctber rdilc a,mpons witb ........a 
rqulatioD. refile is i1lega1 in many COUDtrics. With ISR. a lolag disaw.:e provider coq,k:tcly bypwes 1k 
scnlcmeal sysaem bJ connc:cting an iotcmlional private tioc ("lPl!") to tbe PSnl oa oae OI' bodl eedl.. 
Wlaile ISR currendy is ooly sanctioaed bJ U.S.. and other regulalory aulllorilics OD IOllle IOUICS. ISll 
semccs are iacrcasiag aod are especaed to expand signiflcudy as dctqulllioll of tllc ialcruaioaal 
ldcitxwneeeicaekw mukct c.oatinues. IA additioa. new awkd aoxs apt tnti:lft, sucb die WTO Basic 
ltk [(] •••• ; ... AgRcmcm (tbe wwro ~" have made ii po.tlible .. many iDlenlalionll 
SCMCC psowidas ID aut.W. tbeir on traesrnilfioe ud switd!iag Cac:iticics iD ccrtaiD foreip COUlllric:I. 
eubliag dPca IO sdkoucspood ud direcdy taminale traffic. See M-Oo¥awat Rquhdoe" 

11ae lliply romp:lilne and rapidly ±a P91 iDlrmlCioaal telecloeewniw:11itw martd Im aalCd a 
Al i:fiaat oppAllulJ b c:arricn dial can offet biglP qualily, low COit inleruaoall loac dillaDCC ,cmce. 
Daq,411;-. ~ Ille apmioo of tbe resale market wl odPcr lfflldl ia6.caciDg die ialena
lioml tdeo:ian...--.. marlrd uc driviaa dcatwd tcrmiaarioo aJlb. • prolifcratioa of roatillc 
apcioa. ad iDaeased C1111111pClil•• Suciccmul o:apania IIIPODI bolla tbe aaap,g and c:scatr,..s 
ialambODal long distance compHics wil DCCd to ._...c eaougb traflic to lower Cl"1S oC bocb fKililic:s
lmed OI' resale oppor1uailics. mainlaia 1J11Cms wbidP euble analysis of amlaiple routillg uptiau. iaw:sa ia 
facilities and switches and raaaia lcd,le eaougll to locate ud roatc traffic tbrougb tbe 1DOS1 advaala
geocas rouleS. 

De Sl'All Ac C --* 
STAR is a m,pltiea«ic,nal le k roane•warioe ICrviccs compuy loaDed primuiy oa I.be iaterutioul 

bi& dislancc martd. STAR blaWJ nmblc. low<Ol1 aildled voice aavica oe a wbolc:sale bail. 
primarily to U.S.-bascd long diawc c:uriers. STAR provides ilNcrDational long disawc senice to 
appuoiwMdy 200 foreip C10U1P1rics ~ a lcxiblc DCCWOrt c:omp.ised of various Corap tcmMNtioa 
rdaricwllipl ialcnalional gateway lllrildlcs. leased wl owaed IA H "9 Cac:iliaies wl raale an-.,. 
me _., long dislwlC proridcn. STAR has pOWD i1s rneauca rapidly bJ capitalizmg oa tbe deregula
tion ol iatler'Datioaal tclcco«nmuaica1iom markcu. axabi.Ding -..m;:11ed informatioa sysaems wilb 
Ocxibk routiDg ud ~ maugcmcot's iadusby experti,;c. 

' 



! 
U

!H
H

 
u

u
u

 n
u

n
, 

iU
Ut

J 
~1

 
r n

u
n

n
 

a.
 I

· 
ga 

l 
· · 

a 
.. 

l 
" t

 
.. 
j f I

 l 
4 

ft 
g i

 1· 
ft §

 t 
ft 

l',
 i' 

i i
 l f

 i F 
i [

° 1
1! 

""
 

i~
 p

 iU
l;fi

f i
 :,u,

 Hb
i1 i

i 
If !H

J.I 
:a 

hJ
t~

ni
 

Q
,~

 
fJ

s 
·111

r 
I H

1 
&

 f t
t,,

~U
i l~

 i
h

tl
it-

! H
; 

li
p

~
·;

.· 
~ 

I.J
i 

.J
a 

IJ~ 
~i

a 
O

 h
it~

 1 I
 

I 
ls

 a.
u 

I 
·~

~ 
h

;h
 l~

s 

'!I
 

,.
. 

~ 
o 

• 
8 

..,. 
If 

1 
...

 i 
a·

 ~
 -

· 
~ 
~
 

"" 
2.

 
i 

'i
 

i:
:·

 

i;
. 

Er
 

O
 

,..
 
~
 

'"
· 

_ 
:>:

 
ll 

5'
 f

f
 

r ,
. . 

6 
8 

~
 

~
 

~ 
. . 

_ 
-

l f
 1 

J i
: ~

 ;; 1
 

:· ~
 

· 
H

U
H

 
R·f

 s;
~;

;, 
r 

.,.
 

U
 ~ ~

 
s·

 ·
ei

.! 
! (

i 
It~

 Di
~ 

-~
 

. "
 J

 -1
 i. 

. 
l [

 
I 

. .
 f

 t 
: r 

f 
? 

. I !
 B

' 
~ 0

 
er

 t
;; 

r.f.1
 

n
· 
·r

 .j
f 

Jr
s:

h 
al 

·h
 

a.f
f tJ

fs 
a
l 

ts h
u

h
 



inlaoational traffac. STAR's state4-tbt-art Wiitc:bing equipment is fully compliant with international C 7 
and domeslic ~ 7 qpali• standards.. STAR wives to provide a coosisleody high level of customer and 
tccbnical suppoC1 .1.Dd has tecluuc:al support penom,d at its switcbiQg facilities 2A hours per day, seven days 
pu week 10 usisl its cuaomen and to cooainmlly morutor networt operations. 

&p,,,ttl /,uo Convnmia Mart.n. STAR plaos to continue ilS expansion in10 niche a>cDIDCl'dal 
markets ia the U.S. and in otber deregulating countries wbete ii belicYes it catt ~ its iatematioaal 
IICIWOrt and where the CIISk>mtt bw bas a significant inaematiooal calling pattern. 1b implemeat this 
itrafcgy. STAR is usiag its ldemarkctiog sales force to tugict small CXJIDIDtfCial customers in etbaic 
markets to iac:ruse traffic to Meaic:o and Latin America. Additionally, STAR iatcnds to use tbe network of 
iadepcadeaa sales aeeaas of Uniled f>iajtal NcCWOlt. loc:. ("UDNj to taraet mcdiwn-sizcd commerc:ial 
cusaomers wilh a dclllaDd for ioaematioaal c:aUing savic:cs a1 coaq,elitive ntts. Fmally, STAR targeU 
larger c:ommen:ial alSIOIDCrs lhroup its direct sales forc:a cooc:ea1nlillg a& firsl oa poteatial customers iu 
Los ADldes and New Yort. Wath rapcct to the oO'eriD& of commercial semc:a abroad. STAR bas iaitiaDy 
focused oa Gcrmaay aad the U.K. and will c:xpud its focus to sdec:lcd European c:ilies wbere competitioD 
for c:ommen:ial rmcomcrs is less mature. 

GIOlt'dt Tlrrofcli . tion.s. STAR actiYdy pursues oppommi(ies to tablpge ill busiaelS through 
strategic and synagislic ac:quisiriom. These ~uisitiaas may focus on eoaerills new territories, ealugiDg 
S ~·s prcseoa: in an cxistiDg territory, adding capacity or expaocting inlo acw awbt l!CpN:Db, suc:b as 
tbe commercial multeL In · · to expancti• ias revenue base. STAR plaal to realize openliag 
dlic:ienc:ics by iDlegnair)a aewly·acquired operatioos inlo STAR's biJlmc. 1r8Cmg and other S)'ltema. 
STAR completed the acquisilioa of UDN. a c:ommerc:iaJ loag dastucc provider, oa March 2A, 1999. On 
November 30. 1997, STAR ~uired LD SelYic:a.. IJJC., now kDDWD a CEO Telcc:oaum•Dicatioas, lac. 
("CEO''), :i loag-distaDc:c provider focusing on small commercial c:ustomen lbroupout the United Scata. 
for approximately 849.000 shua of C4mmon Sloc:t. On March 10. 1998. STAR ac;quired T-One Corp. ('1"· 
Ooc:'1, an international wbolclalc loag dislanc:c provider, for 1,35),000 shucs or Stoc:lt. Eac:b of 
these tramac:1ioos bas been accotUded for as a pooling of interCSC!l. Oo August 20, 1998. STAR entettd iDlo 
an Amended and Ratated Agreement and Piao of Merger. wbich was amended on September 1, 1998 and 
oo December 29, 1998 (as ameaded, the "PT-1 Merger Agrermeot") to acquire PT-1 C-Omnnmica
tiom. Inc. ("PT-I"). STAR c:oasummaled the merger of PT-1 with and ialo a wholly-owned sullsidiasy of 
STAR (the "PT·l Merger .. ) and related transac:tiom on Febnwy 4, 1999. 

Netwodt 

STAR provides ialetnatioaal long distanc:c rvic:es to apprmimatcly 200 foreign COUDlries through a 
Oexiblc. switc:bed-bued DCtWOrk c:oosistin resale arrangements with odaer loq d~•DCe proridets. 
various foccip trrminuioll rdatiomhips. international gateway swilches and leased and owned UU!llllis
sion facilities STAR's DCtwodt employs state-of-the-an digital switduDg and uammission lecbnolcJps and 
is supported by comprcbemwe moaitoring and cccbnic:al support pmowl. STAR' switc:biog facilities are 
saaffcd 24 boun pc, day, sewn days pc:r week. 

STAR seeks to retaiD lbibility and muimize its cenninatioa opportunities by utilizing a a,otiauously 
changing nm o( • altenaaliYes, indudiDg resale arnngemenu. opentiaa agtt.emenll and odaer 
advaotagcous tcrminatio arrangcmeats. This divenificd approach is intended 1.0 enable STAR to take 
advutage ol the rapidly CYOlviag intem.alionaJ telec:ommunicarioos nwkel in order to provide low-<:oll 
inlemational loaa distance stf\lice to its customcn. 

STAR utilizes rcs.aJc anan,temcAts to provide ii with multiple options (or routing tnffac t.brougb its 
swildles 10 eada deslinatioo counh)'. Traffic under resale urangcmc:nts lypicalJy 1erminates pursuana to a 
third party' c:onapoodeot relationships.. STAR pun:bascd capacity Crom 132 vendors in 1998. A substu
tial ponioa of this capacity is obWncd on a varia le. per minute anJ shon-term basis, subjec:tin: STAR o 
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Qwest domestic Macro Capacity (SM) Fiber Network. which is cxpcdcd to scne over 130 cities in the U.S. 
STAR plans to incn:asc its iu\'CSlmcnt in djrcct and IRU ownership of cable in situations where STAR 
enters into operating agreements and in other ·,uations in · it determines that such an iow:stmcDI 
would cnbancc operating efficiency or reduce trunsmission costs. 

lluougb iu acquisitions of T-Onc and UDN, STAR 1w acquired additioDal switching and uammis
sion facilities. By acquiring T-One, STAR added a switch located iD the wnc buildiog as STAR's New York 
iotc:mational gateway switch and bas added a number of opcmin& agrccmcn&s to Q)UDlfic:a in Africa and 
the M.iddJc East. among other locations. In addition. T-Onc owns capacity on certaio cable and satcllde 
systems.. With the acquisition of UDN. STAR acquin:d a switch located in the same building as STAR's 
Dallas switch. STAR plans to integrate these facilities into its existing DdWOlt:. 

Sala .... Martrdilll 
STAR markets its services oa a who&csale basis to Olber tdcanmuao.ioos compuies tbrougb its 

experienced direct sales fo,ce and markct:iag/aa:ount managcm,eat team wbo lcYeragc the loog-tcnn 
industry rdatioosbips of STAR's seaior management. STAR rcacbcs its custtJCDCrS primarily througll 
domestic and iotematiooal trade shows and tbrougb rdatioosbipa pined from )UIS of apaieoce ill the 
telccommuaicadoos iadumy. STAR bad 68 direc:c ales wJ marketing cmployeca aad appmlimatdy 180 
tdemarkdiac 1eprcscncalMI as of Dec:cmbcr 31. 1998. 

1n the wbofcsale aaana. STAR' sales and awtctillg cmploJees utilize tbc alemiYc. aascomcr 
spc:cific usage reporu and nelWOtk uciliza•ioo dlll gcacnled by STAR's sopbisdca1cd informatioa systems 
to dfcdivdy ncgodate agrccmeau widl CUSIOIDen ud p1ospcdive cusaomers and to rapidly rapood to 
daanp,g market coaditiom. STAR bctic¥a mar it bas bcca able lo compete more effec:liffly as a rault of 
the penom1izcd service ud ~ leflior managcment-bd attention lbat is pen lo cacb aCICOmet. 

IA coancaioo with its cxpaasioo into the commcn:ial market. STAR tupts small commercial 
aastomen tbrougb CEO' . tdemark.etiDg opctadoo. and plans lo dcti¥a lm'ica IO mediwD-sized 
CXM"Wlc:ial CUSIOtDCrS through UDN's network of mdcpcndcnt ales apts aod utilize a direc:l sales force 
to apprmcta larger commercial ~u. Estabtisbmcnt of a sales ~ capable of cffectivdy C4)UI :Ii• 
S'U\R's services ~'IIO the COCWJcial awtc1 CID npedcd 10 require 11 .... 0liaf effor1s ud ...... 
meat and financial resoun:a w1 will incrcasc STAR's operating com. See wllisk Pac1on-Ri1b Aaoci
.,c, wida Gl'OMb of ~k:commuaicatioas Nccwork and Cuaomcr Bne.0 

FF t, ...... S,W 

STAR's opcntioas use advaaccd information systems iodudutg call dal.. colledioo wl call dala 
110r1iF tiatcd 10 a propricwy rcpor1iGg system. STAR also maintains redundant billiag sysaam f« rapid 
ad accwa1C c......,, ~ STAR's switcbiag facililies arc lilW:d to a propricmy Rp011i11c 1J11cm. 
w11ic1a STAR bdic¥CS pnMdcs ii with a c::ompctilM adYanragc by pcrminias m a m r.at oa a ~ 
IIMil eo delei · die mDII ma-dleanie aamiutioa ~--. c--.:r uage and maaap 
poa ..... by rou1e. STAR's syscam also emble it co casure accunae aod cimd)' biliag a.i to rc:ducc 
routiD& erron.. As STAR's syllCas wac. dcaped for the bolesale martctplace. STAR is cuneady ia die 
pruc:c:a of lliOdifyiac ill lJIICIIII ia aaticipatioa of its catrw:e iaro &be commercial ~ 

STAJl's p1op,icta,y ~ IOftware call, price wt cma data Ulla a vuidy of n:por,s 
. STAR CUI me 10 ro,piC>p"am its routes real-time basis. STAR's rcportmg software cu geaeratc 

the folluwiag ,q,oru as nccdcd: 

• alSIOIDU usage. ctccaiting usage by COUDtly aod by time penod witllia coaaay. ia orda to tnct sales 
ud rapidly rapoad to aay loss of tnffic from a panic:ular alSIOmc:I; 

• couaoy UDF- IUlbeocaled by ¥endor or customer, wbida aaists STAR with rou1e wt DdWOlt 
plan . I 
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reasons. Coosolidalion in the 1clccommunications indust,y could noc only create CYCO larger competitors 
witb pearcr ftnancial and other rcsourccs, bu1 could also adversely affect STAR by n,ducing the number of 
potential cusaomcrs for STAR's sctviccs. 

Expansion Jn10 CammacilJJ M~t. With the acqujsition of CEO, STAR began providing long 
distaooc semcc to the commercial market. a market lhat is subjccl to int.case a>mpctitioo from a number 
of well capitalized companies. The commercial market is also characterized by tbe lack ol allfOIDer loyally, 
with commercial customers regularly changing setvice providers. There can he no assurance STAR wiD 
be able lo mntinuc to oompetc sua:essfulJy in the commercial l. 

Goweal.,...._ 

STAR's U.S. interstate and iatematiooal tclccommunic:atioos ~ offerillp .-,ally are subject co 
the regulatory jurisdictioo ol tbc FCC. Ccnaio ldccommunicalioa services offered by STAR ia tbc U.S. 
may also be subject IO tbc jurisdictba of saaae rcgulato«y aulhoritia, cam!Mllly bowa • pilllic: udily 
coromissiom ("PUCs"). STA.R's tclecommuaicaliom rervioe offcriap ouuidc the U.S. uc allO amcralY 
subject to replalioD by mtioaal rqulatory aulboriticL In addition. u .s. aod (cxeip rcgulalary aulborides 
may affect STA.R's intcmational setvice offcriDp as a result of the lamieatioa or ttaDSil amsw ~ 
1S90Ciated lbetelritb. U.S. or foreip replalalJ aulboritics may take IClmS or adopc rcgulaay Rlqllire
mm11 which could advasdy affect STAR. Sec ' 'Risk Fac:tors-Pocall Adwene E8cd of Go.a_... 
Regulation. .. 

US. llte: ,.,._ 

STAR's busiacss is subjed to various U.S. and (amp laws. rep...._, agcaq .am and a>at 
derisioos STAR's U.S. international tclcc:ommunications setvice offcrillp arc sabjecl to rqulatioa by die 
FCC. lbc FCC requires international canicn to obtain aUlborizalioa uader Seclim 214 of 111c Ccamnalli
c:alioas Ad ol 1934, as amended (the "Commuoicaticm Ad"), prior to acquirillg iaterUlioaal faoatics by 
purcbue or le-. or providing intunarional sctvicc to lbc public. Prior FCC appiO\'al ii also fflqUin:d to 
trandcr coallOI of a cerdficatcd carrier. STAR is allo subject to FCC potic:ies and rules that regulale tbc 
IIWIDCr in wbicb iotemational teJccommunication ICIVic:cs may be provided. iadtedi111, for imtance, tbc 
circumstaoccs under which a carriu may provide iotematiooal •iedled services Ulall IPL facilities and 
under which it may route tr me duougb third COWllries to or from its 6nal datiDatioa. 

The CoromunicatioDs Ad a.ad the FCC' rub ud policies allO impale cer1aiD Olbet' obtiplioDI oa 
canicn providing international tclccommunicatioa semca. 1'belc include the obliptioo to file at the 
FCC and to maintain wiffs ~ the races. tenm, and coaditioas applirable to tbcir ICIYiccs; IO file 
certain rq,ons reprdiag in&croatioaal traffic and facilities; IO file cataiD coatndS wida eo11espoodcal 

canicrs; to diM:be affiliations wilb foreign carriers and lignific:aat foreip owncnbip ioterals: to pay 
c:crtain regulatory fees baed. amoag other things. upoa cbc carrier's rew:aues and ownenbip of interm
tiooal tnrnariaion c:apacily. 

lnlm1lllit:wll Scmca. FCC Nies rcqwrc STAR to obcain prior FCC auborizatioa to acquire and 
operate iDternatioaal C01Dm•enicatio,, cin:uits in satdlites and undmca fi>er' opric cables; similar FCC 
1Ulhorily ii required for STAR to resell suda capacity. STAR bolds botb facilitics.bMcd and aaa1e 
intenwiooal autborizalioas, inc:heding a ''global" 1utborizalioa that provides broad authority to offer 
switched and private tine iatcrmtioaal services. STAR bas filed tamfs for iatemalioaal ICfflClCI with the 
FCC. 

FCC I~ Prnut LiM Ral,k Poliq. The Fee's IPL resale policy limits 1bc cooditions under 
wbich a carriu may CODDCIC:t lPLs 10 the PS1'N 11 one or both ends to provide switc:bcd scmca. commoal)' 
kaowD as lSR. A c:anicr gene.rally may only · lSR services to a foreign COWlby if lbc FCC bu foUDd 
(1) tbe CUUDlf)' is :a member o( the Wl'O and II leaa ~ ol the U.S. biDcd and setdcd traffic to that 
a>ulltly is settled II or below the bcndunart senlemeot rate adopted by the FCC in m Doctec No. 96-261; 
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&pon,,,g &qwronatl1. lntermtiooa.l 1elea>mmunicatioo carriers also are required by die FCC·s 
l'1lles timely 10 file cenain reports regarding intenaatiooa.l lnffic and re¥CDUCS. abe oncnlaip 111111 use of 
illternatiooal facilities; and their alfaliatcs • i th forrip camcrs.. The FCC COGSidm a U.S. carrier to be 
afliliacioas a foreign arricr if it bas a ?5<'! ialcrc:sa in the c:apw saock of the canier or it a>Dll'Ols the 
~ carrier or is under common ownenhip or c:oatrol. The requires these rq,ons tlial. amoag 
odler tbinp. ii may monitor the developmco1 ol industry itioo wl the poceatiat for a docnmaoc 
forap carrier 10 c:tiscriminate :1.moagst U.S. carrien. STAR genttaUy bas filed said tnffic. lacilities and 
bcip affitiMioo repons. The FCC"s rules require inlmlalioaal tclccoaununicatioo carriers • file at the 

a,pies of their cootracts witb ocbt.r arricrs. indudiog operating agreemeacs. witbiD JO days ol 
csccution. STAR has f'alcd a,pic:s ol its operating agrcemcms • i th the FCC. Competitive U . ioaernatioul 
carriers do DOC routinely 6.1,c ocher carricNo-arrier comncts with the FCC and. coasistem wilb iDdumy 
pncbCC. STAR has DOI filtd certain ocbt.r carrier coocracu. NocwitbSlaadmg the forqoiag FCC filillp by 
STAR. the FCC by irs °""' action or in respoose to the 61iag of a third par1J coald dc1amiDe dlal STAR 
llas failed to meet cenain of the (oregoiag 6tiag and rq,o,ting rcquiremeats or that cataia Company 
fi1iap are ddicieoc. lo that event. STAR could be diRded remedy any rmted DOD-Car•wce; STAR 
a>llkl allo be mti;eca to a moaewy forfeituce and to ocbt.r pcaalties, and. allbougll STAR ~ lbat it 
woald be larldJ uapcec:cdeftlcd in sucb cimunsaNK'C'S, and be.Gee uolikdy. tho FCC could n:dc STAR', 
aulboriJ:alims to opente as aa ialuDaliooal carrier. NJy sucb FCC ac:tioo could lave a malCrial adwene 
dlec:I oa STAR's busiocss results and 6mncial CIODditioo. 

~ F«s. The Commwaic:atioos /v:;t. and FCC rules and poticics. impolc CICltaiD fca upoo 
carrien prowidmg ildrmatc ;and internatiooal tdcawmunicatioo services. These fees are leYied, aaaig 
odlcr dliDp. to defray the FCC's operaliag expenses 10 underwrite un.i¥enal telecorm11unira6oa 11Cmc:c 
(e.a,.. bJ wl · Ii,, certain semces UICd by schools and linries. sudl as IDlcrDet aa:aa. wl bJ odlet 
ICk (N IN Miaas users iD areas of the U.S. wbere setVice COSlS a.re significandy ablwe ~ IO (uad 

die ltk a:J mmeMricario-s Rday Saw:e ('1'RS;. wlaich provides special options for beariag-impaired 
llileft, wl to SllppOn the admiaistralioo of tdepboDe. numbering plaDl. 

c.rim tbat provide domcslic io&astare ICfYices musa pay ao anauaJ regulalory fee based on their 
~ rcw:aues: the fee is currcndy 0 .. 11 of net mai~. Carricn that provide domestic: ildcntale 
tcn'ica to aid usen mllS1 pay a uaiYcnal tdcc,ommuoicatioas service fee each moatb bued upoa the total 
..,.,,,Med drmaad b U.S. UMUSal scnice funding. U applicable. eadt carrier's sbare is approaamatdy 
4,&, of lbe canier's unuat cod user rnea STAR senenUy o«ers its services oaly to ocbt.r c:urien 
wllidl ill tura proride seMCCS 10 CDd-usen. Such arrier-co-c:anier ~ UC DOC subjea IO uaivcnal 
ICnic:e fees. and tlilUs STAR ~ is aot liable to pay ueMtUI service fees. Carriers that ooly offer 
~ 1ervu (i.e.. setVice betweea the Uniced SCa1a and a foreip countty or scmce between two 
beip c:arrien) mo~ aoc subjea to tbe universal scnice fee. ~. if an iatcnlatioaal c:arriu bas u 
all:ilialc tllal provides e,t. •uric iDlcrstata: scmces. the.a the carrier's iatermlk,oal n:YCDUeS arc IUbjed to 
said fee. Uatil its acquisitioo of CEO. STAR did noc offer domestic inlentace semca. As a result of tbe 
opencioas of CEO. aoy mawe STAR receiYes from cud usen few iataaalion~ semccs may be subject to 
IIDfflClal service fees. u.s. interstate and iocenmiooal c:arrien mus1 pay • pm:ca1age of their tow 
fflllC8UC eadl year IO support tbe North Amc:ricao Numbering Plan Adminisuaror. For tbe 1998 filing year, 
lbe C<N1111i,utioa rate is less thaa .om of net tclecommuaicatioas revenue. U.S. carriers must pay a 
c:ataili pcn:a11age of tbeir domestic incers&ate revetma to support tbe TRS FilDd. For tbe 1998 61mg year. 
1k OOlllribulioa rate was less than .04 of gross dam eaic inlerslatc reYeouc. STAR bas rou1iacJy paid the 
forcgoiag rqulatory fees; bowevcr. approximately SISO..<m ia additional fees may be o.d by STAR to 
wllisfy !IS TRS and UDual fee obliplioas for the 1996 and 1997 liliagyears. The fo,qoiag rqulatory fees 
typically daqgie uaually. STAR caaao1 pcedict the future rqu&atoey fees for wbicb it may be liable. Said 
fees rmld rile signific:aecly for STAR ud amount to four pcfCIClll or more of STAR's JI'«* ialaDabooa1 
wl iatnlale maucs if STAR is DO longer exempt from ~ maiversal service fca a a rault of an 
.._., pnMliaa of dmDaltic iDtenlalc semces. or because STAR provides savicc diredly to aid uscn. 
or bca111e amencbem t () tbe Coman1nicatioas Act repeal the uniYenal savu fee eamplion for 
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micaucs from a>aneaiQS rnrier5. Because lhc intcmatiooal aelccommuaicatioa scmces business is highly 
compditM. an iacreac in tbc rqulalofy fees wbicb STAR must pay coldd impair its mamt pmitioa and 
ba\lC a malCrial adw:nc dfcct OIi STAR's t.a,iness, operating rcsuhs ud financial coedmoa 

R«:otl Mil P'olt:nl;.J FCC Aa1aa. Rcceal FCC nalc:mating orden ud oc!ler ICliolll uwe lowaed 
die amy burien for oc:w fa. ii&" cH1e1< it aad resale illlerulioul carricn by sarcen 1· . 1 die pmc,mi .. ol 
acw lplllicarioos aocl paariag ............ rmien lfeala tle:mililJ ia atet 5 P • a .... .,,rd 
tcalc:n • an,.., m m wlda aoe4oeinw fofcip c:arricn. iac:11""1 die._.... · t U.S. eliilt!:1 ol 
suc:11 carriers.. la addirion die FCC"s nab i."lkn Ming tbc wro Aprc•cns pr t:.: -~ ctilioa 
will be advaaccd by tbe US. aaay ol ~ ud resale carrien ha W1'0 a I Na COMllia. tlllll 
furtla iaaa1i11g die Wllba ol pc,ICGlial a,mpc:IIIOn in die U.S. ..tr.et mil die 8llillllu ol canic:n 
whidi may allo offer cDCHO-ad terViccs. The FCC Im l'IUndy app.owd .,-.C mapn ol ATAT w1 
Tdcpon ComaPmica•ioos Group ud LCJ IMerutional. Pac. aad QwcSI Coaimuaicalioal 1-rulioDal 
tac. FCC approval :a.ad QOGII naaioa ol lbese mcraen incn:.ases ~ ia tbc illlenwioml 
&clc [M:NiwDl!NCabJaS .KMCC iDdml1y ud lhc potential martcl power ol STAR's oompclilon.. nc FCC also 
recady bas soupa to reduce tbc foreip acrmioatioo cosu ol U.S. uMmlltioDIJ c:arrien by pcmib4 
en:ieeem « bcnduurt aietdrmeal raaes wbicb foreiga curlers may c:buJe U.S. c:arrias b lereieeriag 
Pnlctaod &clcooi.,.•ie •sicw, anffic. Tlus FCC action may reduce STAR's ICtdrmall C0111. ...,.... tbc 
aJIII ol 01kr U ialcrulioul carrien also may be reduced in a similar fasbioa. nc FCC:.. D&1C lllled 
llow ii , c:aforee die aew scnlc:meal beodNnarts if U.S. carrien ere 'IOPIC"CCSsfal ia ncgo«ia1iita 
Idle• n« rates a, « below tbc praai,ect baadlmarts.. bua any fuhft FCC inlcna.:ion cauld disrupl 
STAR's tnnmrissioo arnageanam to muio aJWllries or require STAR to modify ils embll8 uruge
lllCll&S; oc!ler U.S. iDlcrulioaal canicn mipl be similady aflcded. Tbe 1996 11neitdftM to die c.o...a.a
aicariom Ad permits tbe FCC IO bbear eafOlccmca& ol tbc larifl' prowisicm in tbc Ad.. wbida epply to • 
illl&cnlalc and in«crnatioul c:arrie,s, aad lhe U.S. Coun ol Appeal& is cunffllJy revic.wia& u FCC ordet 
clin:diac al domestic iGtcntatc carrien IO detariO' tbei.r offerings. Sub;ect IO tbc Court's dcc:ilioa. tbc FCC 
may forbear a CIUTeDI larifr rules for U.S. ioceroational carrien. sudi as STAR. or order sudi carrien to 
detariff dlcir ICIVices. la lbal ~t. STAR would have greater lledliilisy ill priciag ils service olfcriags ud 
lo compete. although aay suc:b FCC action litcJy would pul ocber DOIHtcwauDI ialcrmtioul c:arrias 
equivaleat freedom. The FCC routindy ,mews tbc CIODtl'.ibulioa ra1e for various lcvds ol rcplalo(y fea. 
including tbc rate ror recs levied 10 suppon uniYcrw service. wbidl fees may be iilcrealed in tbc fulure b 
various reasons. inducliag the need to support tbc UDiYenal IClvice prop11m mee+sed by tbc O • 
caaiom Ad. tbc total COIU ror wbic:b re still wader review by tbc RX:. Tbc: PCC abo ii m.icwilla die 
alcat to wbicb iotenaalional auriers may refile nffic using UltCr1lllnllll J11M2c liac feciilN'S or 
otbcnrise. Future FCC actions regarding refile c::ould aflec1 STAR by, for enmpe, ,...,.. • IO 

disconlinue certain tcrminatioa arrangcmcaas wbicb it now bas or to ia,tlkacas alsuaeshie roasila 
arrangemcnu for ccnain counltics; tbc otbu baod. the FCC cu, fwtJICf li,enlizie ill aillilla nllcs ad 
policies regarding refile in which case STAR is likdy 10 be well pmiliooed to apud certaia rdilc 
operations even lbougb new opportunities may become available 10 its compctiton. STAR caa DOI predicl 
the net cHCCf or thcle or other possibk future FCC actions on its business. op,-ratiaa results and financial 
condi1ion. although the ne, effect could be material. 

StatePtplat .. 

SllllL The: iDIIUla long distance tdecommunicalioos operaliom of STAR aad its IIDidiaries are 
subject to various state laws and regulations. includiag prior ccrtificalioa. no«ificarioa, rqiltralioD and.'or 
tariff requirements. In c:utain llates. prior regulatory approval is required for c:baa,cs io coauol ol 
telecommunications SCMCCS. The vast majority or states require STAR aad ils sulllidiarics 10 apply b 
certificalioo 10 provide intrastate tclecommu · tions services.. or a1 1 minimum to rcgiaer or ao be fouad 
10 be c:xcmpt from regulation. prior to axnmenc::ing sale of iDuas1atc scmc:cs. Addiciouly, tbc vaa 
majoriiy or states require STAR or its subsidiaries IO file and maimain detailed tariffs ldtiag forth ra1a 
charged by STAR to its CM-UKl'S for intrastalc services. Many sta1a mo irnpoR various repol1iDg 
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raellcn). Facilities-base carriers weft •••d iees•w 
PICCs haYe also been adopCed ia die fM sa:aee .& •-Ii 
and Obio), and may be adopced clscwllctc. Al die SW ,-W f . tzc canias t. 
pus lhrouabs o{ any acces.s dwge redlK:tiom dlcy may ralile floaieM ilicallDlll•• laaA I l anias. 

Actions AgoinsJ CEO In 1997, prior 10 STAil's • 4 .. .,. of CEO, ii tcaW G; willl die 
California PUC and with he District Attorney of Mcaerc:y, Califonia rep,dia& CEO"s..... 11Jo. 
riz.ed switching or long distance customert. As pan of tbesc sc:ulreeaa CEO was llllljccl to r.ca wl 
restrictions oo its b&JSinea operations in California. la addition. Ille RX Im rccei¥cd W10U1 mbmal 
complaints apinst CEO regarding the alleged unauthorized switdliag o( loag distucc c:ussomen. wbidl 
complaints currently remain under review 

Following STAR' acquisition or CEO and in order to comply with I.be settlements described above, 
STAR bas imposed strict restrictions oo certain former CEO employees. restricting tbesc employees with 
respec1 to California intrastate telcconununications operations. Addilionally, STAR 1w taken a number or 
steps to reduce the risk or a repeat occurrence regarding the alleged unauthorized switching or commerda.l 
customers in California. 

Fordp RqalatJoa 

Uniled Kingdom. In the U.K., telecommunications scrv'aees offued by STAR and through its affiliate. 
STAR Europe Ltd. ("STAR Europe:''), arc subject to regulation by various '-1.K. regulatosy a,cocits Tbe 
U.K. generally permits competition in all scctor1 of the telecommunications market. subjed ID licensing 
requirements and license conditions. STAR bas been granted a liccme to provide intematioaal ICl'Yices on 
a resale basis and STAR Europe has been granted a license 10 provide international scMCCS over its own 
facilities, which licenses are ~ubject 10 a number or restrictions. Implementation of these licenses have 
permitted STAR 10 engage in cost-effective routing or traffic between the U.S. and the U.K. and beyond. 

Gt!rmnny. In Gcrmlln}', telecommunications services o«ered by STAR through iU affiliate. STAR 
'Thlccommunkations Deutschland GmbH ( .. STAR Germany''), are ,ubjc:ct IO regulation by the Rcgu
licruogsbcborde fur 'Thlc:kommunikation und Post (whicli i.s under lhe jurisdiction of the Mmisuy of 
Economy). Germany permits the competitive provision or internatioaal Cacilitics-bued and rcsaJc services. 
STAR Germany was gr tcd a license ror the provision of~ telc:pbony oo the buis o{ self-opc,ated 

IS 



• 

telccommurucations networks in December 1997. Under this license. STAR Germany has installed 
teJecommurucations switching facilities in Dusseldorf. Frankfurt. Hamburg and Municb and is leasing 
conncction ua.nsmwion facilities between these switches and additional &cilities. The network of STAR 
Germany will be used primarily for routing internatio1141 telecommunications traffic between tbc U.S., the 
U.K.. Germany and beyond. There can be no assurance: that future changes in regulation or the scivica 
provided by STAR Germany will not have a material adverse effcct on STAR's busiocss. operating results 
and financial condition. 

Other Countria. STAR plans 10 initiate a variety of services in certain European countries including 
France aod Belgium. These services will include value-added scrvia:s 10 doled user groups and ocher voice 
services regulatory liberalization in those countries permits. These and other countries have announced 
plans or adopted laws to permit varying levels or competition in the telccommunications matket. Under 
the terms of thl" wro Agreement. each or the sign torics has committed to opening its telecommunica
tions marker ro competition. foreign ownership and ro adopt measures to protect against anticompetitive 
behavior, effcctivc starting on Janu:iry L 1998. Although STAR plans ro obtain authority to provide service 
under current and future lmws of those countries, or, where permitted, provide service without goycrnmeot 
authorization, there can be no assurance that foreign laws will be adopted and implemented providing 
STAR with effective practical opportunities ro compete in these countries. Moreover, there can be oo 
assurance of rhe nature and pace of h'bcrali.z.ation in any or these markets. STAR's inability to take 
advantage or such liberalization could have a material adverse affect on STAR's ability to expand ib 
services as plaMcd. 

Employees 

As of March l. 1999, STAR employed 1,152 full-time employees. STAR is not subject to any coOcctive 
bargaining agreement and it believes that its relationships with its employees arc good. 
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,,, ~ rh~ Compo,ry. as buSlftCS1 t.pa.-oaa MIi,-....,..,.... • Jollc •w •Jt,aon--" 
br cOIWilom auefu!/y in odduos to lhe odwr w,fo, It~ cc ~ • MIi Fo,a 10-L 1'llr To,,. IN 
COlflOins. in oddilion 10 lustoncol infom,t,liott. 'fa,~ ....... - ...... A I of S«:lima 
Z7A of w s«urina Acr and S«11on 11£ of tlw An,,._ ...-.r nab.._ rm, cs SIJMi 
oawll rea,/u may differ motaially from drotr fl"1l'tOd • 11w ~ -.....-a Fwwr.,..., 
~ sudr a differm« include. bUI ~ not limilrd ao. *w J/tf fonlt bao,,,.,. mt ""81! it M To,,. ltUL 

No Aasuce tut STAR Will Realm ~J led._... rr- dR ff.I ...... 

STAR's acquisition of PT-1 is I.be mosa signifnoc 1nnsac:rim iD die llilloryofdlc o..p,.,. n.e n:.1 
Merger inYOlves the combination of certain aspecu ol ewo c:orapeeirs 9-ie opmlCd ie4J p ah EIIIIIJ. 
The process or integrating the STAR and PT-I hosioesscs opcnlioa ud •"*9US wil prama 
significanl challenge to the Company's managemea1 wt may lead IO ema,tcic:4- I cmt1.. Aacold" ~. 
there can be no assurance th:u PT-1 can be saia:csduly integrated ialo STAR or dlal STAR ad ill 
stockholders (including persons who became stoctbolders as a rCS\111 of die PT-I Ncrp:a-) wil ullie rt, 
realize any or the anticipated benefus or the PT-1 Mergu. 

STAR's business has hisrorically focused on providing switcbcd ¥Oicc semca oa a ....._ lmil. 
primarily to U.S.-based long disiance carriers. Altcrmtivdy, PT-l's opcnliom are pim.'iy focwd oa die 
marketing or prepaid telephone calling cards ('"Prepaid Cards; to lbc nuil ~ of illldiwidml 
end-users. Thus, STAR and PT-1 operate in fundamcotally diffcm,t busiDea nqm eillll of die lek u 
nications market. These dit:.:renccs create real challenges to the ability of STAR to illlcgrate PT-I 
opetatioos and personnel Diflkulties in the integration process may occur due to. mDODg other dliap. 
PT-l's emphasis on marketing or puticular Prepaid Cards to specific segmealS of lbc rcuil market. ib 
need to maintain suoog ties to a network of independent distm,uton, PT-l's need for I.be CIODtialal 
introduction or new products into the domestic market to achieYe desired growth and lbc distance bc:cweea 
STAR's Santa Barl>ara headquarters and PT-l's New York-based opcratioos. 1bete can be no aswrance 
that STAR will be able 10 overcome these duillenges to integration. 

In addition. the integration of the STAR and PT-I accounting and personnel administrative fuactions 
ill\lOlves the risk that key employees in those operations, who can not be easily replaced. will leave e,,en 
when offered continuing cmploymcnl. The integration approach adopted by STAR with n:spcct to PT-1 
requites the devotion of a significaol amount of time by senior executives. which may detract Crom busioea 
operations and the development or the combined companies. 

In considering the PT-1 Merger, lhe STAR Bow considered. amoog olhcr things, the cost savings. 
operating efficiencies and other synergies expected to result rollowiQg tbe coosi•mmation thereof. Thete 
can be no assurance that any of such cost saviop. operating eflicicociea or Olbcr synergies will be 
accomplished as rapidly u currently expcc1ed or at all or that such savings and synergies will not be offset 
by increases in otber expenses or operating losses, including losses due to problems arising from lbc 
integration or STAR and PT-1. 

Openting Renita S9*ct to Sipllcaat FhldutJoas 

STAR's quarterly operating results are difficu11 to ron:casa with any dcgJee of accuracy because a 
number of factors subject these results to significant ftuc:tuations. As a ruult. STAR bclie\es that period
to-period comparisons or its operating results arc not oec:asarily meaningful and should oot be relied upon 
as indications of future performance. 

1bc Company's teYCDUCS. cosu and expcmrs have Ouctuated lipificudy in the put and are likely to 
continue to Ouctuate signiflCUdy in the future as a result of numerous Caclon. STAR's revenues in any 
g,ven period can vuy due to fDCtors such as call volume Ouctuatioos. particularly in regions with relalivdy 
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high per-minu1e ra1cs: 1be addilion or loss of major customers, whe1ber lbrougb competition. merger. 
coasolidalioo or otherwise; ,he loss or economic.ally beneficial routing options for the termination of 
STAR's traffic:; fanancia.l difficulties of major cus1omm; pricing pl'cs.1ure resulting from increased compcti· 
lion; and 1cchoical difflculties with or failures of portions of STAR's network tba1 impact STAR's ability 10 
provide service 10 or bill its cusaome.rs. STAR's cost of servie,cs and operating expenses in any given period 
can va,y due 10 factors such as fluctuations in ra1es clwzcd by carriers to 1crmina1e STAR's traffic; 
iocreases in bad debt expense and racM:S: lhe timing or capilal expenditures. aod other cosu associated 
with acquiring or obtaining Olber rights 10 switching and Olber 1ransmission &cilitics; cbAnges in STAR·s 
sales ioccntive plans; and c:osu associated with changes in staffing leYcls of sales, marketio technical 
support and administrati¥c personnel. lo addition. STAR's operating results an vary due lo fac:to,s such as 
changes in routing due 10 v:ui:uioos in the quality of vendor uamrniscioo capability; loss or favorable 
routing optiofts: lbe :unouna of. lUld tbe accoun1ing policy for, return traffic under opcnting agreements; 
lldioas by domestic or (orcip regulatory entities; the ~. liming and pace of STAR's cspamion in 
intetmliooal and CIJffll1lnCial markers; and general domcsric and inlematiooal ec:ooomic and political 
a>aditioas. Furtbcr. subslantial portion of traosmmion capacity used by STAR is obtained oo a variable, 
pet minu1c aad sbon term basis. sct,;ca.ing Su\R to the possibility ol un.1aticip!led price iDcreues and 
semcc canccll .. ions. Since STAR does DOC generally have long term arnagemeab for lbe purcbue or 
resale of IOllg diswace semca. and since riles fluctuate sipir,caotly CYCt short periock of time, STAR'S 
gross marpm arc subjcd IO signifant ftuduatiom OYCr short periods of time. STAR's gross margins also 
may be ncpciYeJy impacted in tbe loagcr term by oompetitiYe pricing pressures. 

AllllitJ .. c-,,-. .... Muap Gfwell; ca-tt'dal Mum 

STAR has increased revenues from $58.9 million in 1995 10 SS95.S million io 1998. with reveoues 
inaeasing io each of the lasl ouncea quarters. Such growth should not be considered indicative of future 
rcvcouc growth Of' operating results. If revenue levels fall below expectations, net income is likely 10 be 
disproportionately adversely af(Cded because a proportio tely smallc:r amount of STAR's operating 
espen,cs varies with its revenues. This effect is likely 10 increase a greater percencage of STAR's cost of 
services arc associated with owned and leased facili1ics. There can be no ASSUranCe that STAR will be able 
to acbieYe or maintain profitability oa a quarterly or annual basis in the ruture. It is likely that ill IOI.DC 
future quarter STAR', operating raults wiU be below 1be expectations ol public nwtet analysb and 
uweston. In such event. the price of the Company's Common Stock wouJd likely be materia!Jy adllendy 
affc:c1ed. See "Management' Disaassion and Analysis of F"'tnaocial c.oodalion and Results of Ope,atiom. .. 

N put or STAR's sipificant revenue powth. it bas expanded.. and plans to COG!iouc to expand. lbe 
number of its employees a.Del the geograpbic scope of its operalioos. AdditioaaJJy, an important compoodlC 
ol STAR's scra,egy is lO grow and expand tbrougb acquisilioo. 111C1c fadon hne resulted, and will 
continue 10 n:sult, in iocreased rapoosibilities for nwaagement pcnoDDd and hne placed. and wiD 
OOOlioue 10 place. increased demands upon STAR's operating and financial systam, wbic:b may lead 10 
unanticipaled costs and divert managemcnl's anarioa Crom day-to-day operations. STAR may aJlo be 
requin:d to attract. train and retain addi.tiooal biply qualified maoagemcat. acdmical, sales and martetiog 
and cusaomcr suppon penonad. 1bc process ol loc:alia& sucb penouel with the IX>lllbination of skills and 
attributes required to iraplc•n-nt STAil's stralCgJ is of1CD leagtby. 1bc iDabilily to attnc:1 and retain 
additional qualified pcno«UICI could ma1Cria1J wl adwaseJy affect STAil STAR cxpcc:cs that its expan
sion into foreip a>uabics will lad IO iDcrewd 6aanci,f and adminiscntive demands, such as ioc:reascd 
opetatiooaf a,mple:sily aaocialcd wida C Bpel*i DCtwark friitic,,, adminictntive burdens mocialcd wida 
manape an iacmsills aumber ol foreip IIIIJlidiarics and relationships witb fordgn partnen and 
e:spanded treasury haoc:rioas to f'IWUF bap currcacy rim. STAil's :.a:ollDlinc systems and policies 
~ been dc"¥dopcd as STAR has expericoced sipifaot growth. Tbac can be no assuraacc tbat STAR's 
penoaad. S)'llcmS. res and CIOIW'Ols will be adequate 10 support STAR's future operations. See .. _ 
Dcpeodencc oa Key Pcnooacl.'' MB!KiDC'P Eqiao,ca" aad .. M,nagcmenL .. 
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Wi1b the acquisition ot CEO. STAR began providing service to the commcrcial market. wtuch is more 
labor intensive 1ban 1he wholesale awtet. and as a result has higher overhead costs.. STAR elso may be 
required 10 update :and impnwc i billing S)'Slcms and proc::edures and/or hire new management persoMcl 
10 handle 1hc demands the: commercial ma.rkct. There n be oo ranee that STAR will be able to 
effcc:.tively man.age the costs of and risks as:soc:uited with its expansion into the commercial nwkcL 

Rilb lalm'ftll la A.rqlliskiN Sb'al«o 
An imponant compoocna 10 STAR·s strategy is 10 g,ow :md expand through acquisitions. This growth 

stntcgy is dcpcodco1 on the continued :availability of suitable acquisition candidates and 5Ubjects the 
Company 10 a number of risks. STAR bas completed four acquisitions, CEO on November 30, 1997, T-One 
oo Match 10.1998. PT-I oo February 4, 1W9 and UDN on March 24, 1999. These acquisitioos have placed 
sipifant demands oo STAR', fioancial and management resources, u the process for integrating 
acquired opentiom prcseoas a sipifec:ant chaDcnge 10 STAR's management and may lead to unanticipated 
c:osu or• divenioa ot managcmcn1'1 anentioo from day-to-day operations. There can be oo assurance that 
tlae c.ompany will be able to succcuCully integrate these acquisitions r any olbcr acquisitions made by 
STAR in the future into Company opentions. lnlegrating acquwtions may require intcgra · o of financial 
and ca.II routing systems. nclWOrt and ocher physical faciJiti nd personnel Difficulties an integrating 
these and other acqu.isitioas an cause system degradation. added costs a.nd loss of penoa.nel or customers. 
Additiooally, STAR may ina,r ullknown liabilities despite management's efforts to invcstipte the opera· 
lions ot the acquired business. The impact of these risks. 11nd other risks arising u • result or STAR·s 
acquisition stntegy, rould adYerscly affect STAR's operating results. 

IUlb Aaodaled widl ~ ot 'Necam .. aicatiolls NdWOl'lt aad ease-er Bue 

HisloricaDy. STAR bas relied primarily oo leased transmission capacity fur the dcliYcry of its 
telecomaPuricatioos 1CMC1CS. STAR's telecommunications expenses ba\le in lbe past primuily beeA 
variable, based upo11 minutes of use. c:onsistiog wgely of payments to OCher long disuoce carrien, 
a111omer/canicl intel'COIIDCC1 dwp. leased fiber c:i.'alil charges and switch faciliry COl1S. During 1997 
aad 1998. hcJoKyu, the Company rude considerable capital expcodiaures ir; order to expand ics network, 
aad iDteDds to QJGhDue to do so in the future. See "'Business-Network.." AJthoup STAR', strategy is to 
seek to niablisb sipifaot traffic wtwnes prior 10 investing in 6xed-c:ost ~ lbe ~lopmenr or 
such bcilities entails "pificut C05IS and prior planning. which arc hued in put oo STAR's apecutions 
CODCCrnil-a CUlurc rcvcnuc: powtb and nwkel defflopmeots. As STAR expands its network and the 
volume of its DCtworit traffic. its cost of revenues will increasingly consist of lmd CIOltl arising from the 
CMnmbip wl ~ of .its switches and undenea 6ber optic cables. While STAR bclitYea that in 
die loac-lerm lbc:ae ial. cac•ocs will allow il 10 reduce its cost ot 1Ctvice and to enbana: its ICtvice 
o&rmp. in I.be sbort-term. cost iocruscs and • dcaeue in STAR's opcntu,g marr)m may occur. 11 
STAR·s tnffic YOlume weR to decrease, or fail to inc:reale to the cxtcat expcded o, nccessuy to make 
dlicieal use of iu ncftWOCt. STAR·s C05CS :as a pawntage of revenues could inaease significantly. which 
a>uld laa¥C • material effect OD STAR·s busioels, financial condition or results of opcntioos. 

In additioa, STAR's buaincss depends in pan oa its ability lo obtain tnmcninion facilitics on a cost· 
dlcuive bais. Because uadenea fiber opcic cables lypica1ly take aevcnl years to plan and c:onstrucl. 
c:arrien gencnUy make illYalments ..:II in advaacc, bued oo • fon:cu1 or ulicipalcd uaffic. Tberdore, 
STAR's open1ioas ue subject to the risk that it will not adequately anticipate lbe amount or traffic over its 
network. aad may not procure sufficicol cable capacily or network equipmau in onler 10 ensure the COIi· 

effcc:IM trarwnillioo of aastomer tnffic. Allboup STAR participates in the planning of undersea 6ber 
opoc transmislioa facilities. it docs not a>otrol lbe c:omttucaioD of IUCb facilities and must see.It access to 
IUCb facilities tbrougb partial owacnhip politiom 11 ownersbip positions oot available. STAR must 
seek access to such facilities tbroup lease arrangements on negotiated ten.JS tbal may vary witb iDdusuy 
aad mukc1 a>cMlitioos. Tbere can be no asswanc::e that STAR will be able to cootinue to obtain sufficient 
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tnn Hoa facilities or m 10 uodcrsea fiber optic cable °" ecooomically viable terms. The failure of 
STAR IO obtaia tcleooaam1 eicadolll facilities that arc autlic:ieot to suppon its nelWOl't traffic in a r:naocer 
tbal ensures cbe reliabilily aad qualiry of its ~ns setvicles may have a maaerial adYetsc 
drec:1 on ils business, fioanci•I coadkioa oc results of opcntiom. 

Jlillss fll ..... adaal 'aDllllac1--kkl•aldlouu11 a.•es• 

STAR ... co date aeoeraaed • IUblltDCial majority of its ICYCDUCI by proYidiDg iocemational 
tdeo •NNmicationa servica co its customrn oo • wbolesalc bail. STAR ICDCk traffic to numerous 
awtrics duougbout Ille world. iaduding lad:ia. Mexico aod Cuna. Tbc iatcroalioul nature of STAR's 
operlllicm uwolves cataiD rim. ad • c:baasea in U.S. aod fordp gowirmmeat rq,•laooos aod 
aeh: c n• ,row ltUdank. dcpcll!lence cm foreip paru,en. tariffs.111a ad omer trade. barien. the 
pol~ n lia• for vdoNlizatioo aad mic dawablnls aod political im;abilily iD foreip coaeb"ia. la 
e!Mirioa. STA.R's .._. a>uld be adwendy aft'eded bJ a reversal io the current bald IOWard dcregula
tioa ol telecoaummicatioas caniers. The Company will be Increasingly subjcca co tbac rim ro lbe extent 
llaat it pn,ceeds widt lbe planDcd expamion of its ioternttional operauoas. 

Rblt of Dq,otdtrta. on FotdtJt ltl"1t01 STAR will ioaeasingl)· rely OD foreign partDerl to terminate 
ill lnffie ia foreip a,uotrics aod co lllisc in instaUioJ anmmiwoel facililies ud .network switcbea, 
complyiDa witb local tqULatiom. obtaining required ticeases, and assislio& with cusaomer and vendor 
reiatim+ips STAR may have limited m:ourse if ill foref&n partners do DOC perform under their 
a>ametm1 amngc:mcnts with STAR. STAR's &~DIS with foreip partncn may eq,o,e STAR to 
sipificnat lep1, regulatocy or economic risks. 

RuJa A.Docialed with Foortign Gt,t,onmmJ Con/IOI and High/tJ Rq,,f4t.td Morlcas. Govemmcnts of 
maay c:ouauic:s exercise substantial ioOuence over various aspects of tbe teleoommonicatioas awtet. lo 
t0me cues. tbe ~nc owns or a>atrols compuirs that are or may become COdlpetitors of STAR oc 
compuirs (such as D1tiooaJ tdephooe a,mpanirs) upoa wbicb STAR aod its foreip putnen may depcad 
{of :eqllired inacrconnectioos to local tdepboae networb aod other savica. Aa::onlingly, govemmeat 
actions in the future muld baYC a matcritl tdvene effect on STAR's opcralioos. lo hiply replated 
a>UDlries in which STAR is not dcaliog directly with 1be !)nmiuot local cacbaage carrier, the domi.oant 
carrier may have the abilicy 10 terminate service to STAR oc its forclp partner and, if this occun, STAR 
may have limited or no recourse. In COUDUies where compedtioa is DOI yet fully established and STAR is 
dealing with an altcrmcivc operator. foreign laws may prombit or UllpCCb new ope,alOrl from offering 
ICMCeS in lbcse marteu. 

RJ.d:s Associated wilh Fo,dgn Cum.nq F1uauolions. STAR's rcw:n&iCI and cost of long distance 
semces are sensitiYc to foreip c:umocy Oudualioal. STAR apects dull an iacreasing portion of STAR's 
net revenue and expenses will be: deoomioated in cumacics ocher dam U.S. dollars. aod c:haoges in 
m:hange rates may have a significant effeC1 oo STAR's raubs of operatioaL Although STAR utiliza 
bedginJ instruments to reduce 1be ri5lt of foreign cwmq Ouctuatiom, STAR will oot be fully protected 
from lbcse risb and the insbWllellts tbcmsclYeS inYOIYe a degree of risk. See .. QuantitatiYe and QualitatiYe 
Disdosun: About Mad.ct Risk." 

Foreip Conupt Practka Aa. STAR is also subjea to the Forcip Corrupt Practices A,;;t ("FCPA.,), 
which generally prohibits U.S. companies and their intermediaries from bribing foreign olficia1s for the 
purpose of obtaining or keeping busiACSS STAR may be exposed to litbility under the FCPA as a result of 
pua or future actions taken without STAR's knowledge by tgeDIS. llrategic partners and ocher 
iatumediarics. Such liabillcy muld baYC a materitl adverse dfect oa STAR'• businea. operating results 
and financial condition. 
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Pocnatlal A.tlftrR Effects of Goverutmt Rqulatioe 

STAR's business is subject to various U.S. and foreign laws. rcgularions. agency actions and court 
decisions. STAR's U.S. international telecommunications rvice offering., arc subject 10 regulation by tbe 
FCC. 1bc FCC requires international carriers 10 obtain authorizations under Seclion 214 of the Communi· 
calions Ao.. prior to cquiring in1crnatiooal facilities by purcbasc or lease, or providing in1croalional 
seJVi<:e to the public. Prior FCC approval is also required 10 transfer control of a certificated carrier. STAR 
must file reports and contracts with the FCC and must pay rcgula10,y fees. which arc subject to change. 
STAR is also subject to 1be FCC policies and rules discussed below. The FCC could determine. by its own 
actions or in response 10 a 1hird party's filing. that ccnain of STAR's services. termination anangemcnts, 
agrccmeots with foreign carriers. transit or rcftle arran,cmcnts or repor ·s do not or did oot comply with 
FCC policies and rules. ff this occuncd, the FCC could order STAR to terminate ooocomptiaol arrange· 
mcots, fiDc STAR or ra'Okc STAR's authorizations. Any of these actions could have a material adverse 
effea oa STAR's busincsa, operatulg results and financial condition. 

FCC lnlttmlllional PrivllJe l..iM Raak Fo6cy. The Fee's IPL resale policy limits tbe conditions uodcr 
which a carrier may conaect IPLs 10 the PS1N 11 one or both ends to provide switched SCMCei, commoaly 
known as ISR. A ca.nier generally may only offer ISR services to a foreign oouotty if the FCC has found 
(a) &he c:ounuy is a member of the ~ 1iadc Organization ("WfO") and 11 leasl 501', of the U.S. biUcd 
and senJed traffic 1.0 1ha1 rounuy is seeded a1 or below the Fee's bendmwt seademcnt rate Qr (b) the 
a,uatty is ooc a wro member, but ii offe U.S. carriers equivalent opportunities 10 cnpge in ISR and al 
least ~ or the U.S. bilJcod and settled IRfflC is settled I t or below the applicable bencbmatk. STAR's 
FCC authority CUJ'mllJy permits ii 10 provide ISR service to Canada. the U.K.. Sweden, New Zealand, 
Austnlia. tbe Netbcda.ads. Germany, France. Belgjum, Denmark. Norway, Austria, Swil1.erland, Luxem
bourg. lwy, HoQg Kong and Japan. Tbc FCC is currenlly revicwi.ng U.S. carrier applications to provide 
ISR to Fmlaad and Mexico. amoag Olhcr rou1cs. Upon grant of any such ISR application to a g:ivcn 
country, tbe FCC's rules also would pennil STAR to provide ISR service to that country. If !SR is not 
pumitlcd oa a route. ablcat prior FCC consent. U.S. facilities based international carricn must terminate 
aiuhed ldepboac tnflk in accordance with the FCC'a lntematiooal Settlement Policy ("ISP") wb.icb is 
primarily ialended 10 dc1er foreign carriers with market power from discriminating amongst competing 
US. carriers by, for example, faYOring the foreigo carrier'• U.S. affiliate. Tbc ISP requires that all U.S. 
c:arriera tctmiaate traffic with a foreign carrier on the wnc terms (i.e., that settlemeat rates be cquivalellt) 
and reccwe iJlbound traffic only io propottion to the~ ol U.S. outhund traffic: which they generate. 

0a a few routes. STAR may use lPLs 10 terminate imemat.iooal IWicc:bed tdepboae services where 
ISR bas DOC been au1borized. On such rou1cs, lhc:rdore. STAR's terminatioo arnnp:menas may DOI be 
comiateal with tbe FCC's ISP. On any such route, however, to STAR'a kDowledgc tbe fomp corrcspon
deol lacb awkel power, no U.S. inbound traffic is ilM>lw:d. aad lhc dfcctM seftlemena rate is lower lhan 
the prevailiag rate. lbus. STAR believes iu actioas arc DOI iacomisacat with the ISP-1 uadcrlying pwpmc. 

FCC /numatlonol Sdtlmtmu Policy. The ISP limits tbe amngnneots which U.S. iotcmatiooal 
aarriers ruay enter into with foreip c:arricn for achanpng public switdled telccommuoicationl traffic. 
whicb tbc FCC tcrma lnkraatiooal ...... ~ltpboac Scmce ("IMTS;. Tbi5 policy does not apply 10 
ISR scrvica. The ISP requires lbat U.S. carriets RCCM an equal sbarc of the acxoundng rate and rccdve 
iabouad tnflk io proportion u, the QDC ol U.S. ouabouDd traflic wtuda lbcy g,eacratc. 1bc ISP and 
Olbcr FCC policia also prohibit a U.S. carrier ud a foreip carrier wbicb poc• • • auflicicol market 
power oa the fo,eip end ol tbe route to afrca <00Glf.1dilioll advetsdy in tbc U.S. awtea from eotcring into 
adusive anugiemcol ilM>lving IIC:WlCS. faal. ' or fuDC1iool on tbe forcip CDd of a US. ioteraatioaal 
rouce wbicb are occcsury for pnMdiag basic teleoomanmicaooos aad wbicb are DO( offered to limiluty 
situated U.S. c:anicn. II ii poai,le dllt the FCC could find that certaia of STAR's arrangements with 
rorc:ip operators are inc:ommall wida the ISP. 
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FCC Policia on Transu ond &fik. STAR uses boch uansir and refile anaagemeou to terminate its 
international traffic. The FCC routinely approves tramit arran ements by U.S. interD&tional carrien. 1bc 
FCC's rules also perm.it carriers in many cases to use JSR faciliries to route traffic via a third count,y or 
refile through the PSTN. 1bc cstent to which U.S. carriers may enter into refile anugements coosistent 
witb the ISP is currently undu review by the FCC. Certain of STAR's transit or rcfiJe arrangements may 
violate the ISP or other FCC policies. 

&ant end Potmli4J FCC Actions. Regulatory action that may be taken in the future by tbe FCC may 
ialemify tbe a,mpetitioca wbich STAR fac:a. impose additional opcratiog CXliSCS upon STAR. clisrupt certain 
ol STAR'• traosmissioa am.ogemeou or otherwise require either compar y to modify ill operations. Futun: 
FCC .aioa may also provide STAR additional competjtive OeJcibility by, for eumplc:, eliminating or 
sabllaDlially reducing tbe tariff requirements applicable to STAR's :nterstate and ialeroatiooaJ teb:om
municatioas services. The FCC is encouraging new market entrants by implementing tbe wro Agreement 
and t.brougb other actions. 1bc FCC may apprOYC pending me,gen wluch could produce more effective 
a>mpctitOC"S in STAR's market. The FCC may increase regulatory fees cbargcd to STAR and iu competi
lOrl by eliminating the exemption for carrier rtVCDues obfained from other carrien for c.ertaio fees or 
through other actions. which could raise STAR's C051S of service without assurance tbat STAR could pass 
such fee iDcreascs through to its customers. See "~ Regulauoo." In addition. tbe 
FCC has rccdYcd a oumbcr informal complaints a a.inst CEO reprding tbe alleged unauthorized 
switdliog of loag dislaDce eus1omen and other matters. some of wbicb aineotly rem.am under review. 

~ The intrasaatc long ~ tdccommwaicalions operations of STAR and its subsidiaries are 
mt,;eca IO various Slale laws and regulations. iodudiog prior certification, notification. registration aJKUor 
tariff n:quiremcnu. The V&5t majority of states require that STAR and its subsidwies apply for certifica
tioa 10 provide intrastate telccommunicatioas servicu. In most juri,ctic:hons. STAR also must rue ud 
obcaiD prior rqubtory approval of tariffs for intrastate semces. Certificates of authority can generally be 
CODdieioncd, modified or ~ by SC.tc regulatory ulhorities for failme to comply witb state laws and 
rqulaliom.. Fmcs and ocher penalties. iDdudiag rCYOCalion of a ccrtifica1e or autboricy, may be imposed. 

Fom,n Rq,,,,11,tions. STAR is also subject to rcgulalion in foreign C10UDtries, such as the U.K. and 
Germany, in 4X>ODCCtion with ccnaia of its business activities. For example, STAR's ust of trusit. ISR or 
Olbcr rouciog anaoganeots may be afl'eaed by laws or regulaUons in either tbe tnosited or temrinaliog 
fomp jurisdic:tioft. Fareip couatries. either indepeodently or joinJy u memben or the lntematioul 
~tiom Unioa (''11\1"). or other supra-oatiooal orpnizatioas such as the Ewopeao Union 
or tbe wro. may haYC adopc or may adopt laws Of regulatory requirements rcgudiDg such services ror 
wbida CIOIDpliance would be difficull or cxpcmi¥c. tbat could force STAR to cboo5c lea cost-effective 
roaciDg allcnaatM:S and lbat could advcnely affea STAR's busioess, operating results and financial 
CIOOitilioa 

lb tbc CXICaC tllal STAR ICCb 10 provide tclecommunicatiom services in other non-U.S. markecs, 
STAR will be Sllll;ecl 10 tbc dcvclopm& Ins and regulations goyernin& tbc petitive provisioo of 
t«k c,:i mmu,w 11il11• 1Cnica in lbolc martca. STAR currently plans to pro¥ide a I.united range or servicca 
ia Mexico ud Bdpam, as permilled by regulacory c:ondWODI in lbolc mutccu. and to cxpaad its 
apenliom • tbele amtds iulplr meat scheduled liberalization to permi1 compctirion in tbc full range of 
edemmme•rk••• semces. The nature, Clleat and bmiog of tbe opponunity for STAR 10 compete in 
dlae mancts wil be ddcrmiDed. ia part. by tbe actiom taken by tbe goyermncou in tbcse countries to 
impcm at OOinpetmoa ud lbc respoase of. incumbent carricn IO tbele effona. Tberc can be no aaur.uace 
tbat tbc rqulatory regime in tbese a>unttics wiU provide STAR witb pndic:al opportunities 10 c:ompe1e in 
the near fulure. or 11 all. or tbat STAR will be able to take: ldvantagc of aay sucb liberalization in a timely 
IDUDCI. See .. BusiDCSS-GovaDIDCDI Rqulatioo." 

R,tgult,lion of Oulomtn. STA.R's customcn are also subject 10 acuons taken by domestic or foreip 
rcgulalcxy authorities that may affect lbe ability c>C customers o liv r traffic co STAR. ReguJatcxy 
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sanctions have been imposed on certain f STAR' customers in the past. While such sanctions have not 
ad¥cncly impacted tbe 1/0lume of traffic rc:a:ived by STAR from such CUSlomers to date, future regulato,y 
actioas could mate.rially adwersdy aff'ca the volume o( traffic received from a major CUSIOmer, which could 
have a material adverse dfea on STAR's business. finaoci.al condition and results of operations. 

.... ., Network IWllln; Dcpc• .... - FadUtia wl 11lird Parda 

Ally system or networt failure that causes interruptions in STAR's operations could have ,a material 
advcne dim on its buliness. fanaocial condition or results of operatioos. STAR's operations an: depeo
deat on STAR's abilicy to succcssfully expand ilS oetwor1t and integ,ate new aad emerging ledmologies 
aad equipment into its network. which are likely to iocrea.sc the risk o( system failure and to cause strain 
upon the oetworb. STAR's operations also are dependent on STAR's abilily to protect its hardware and 
oaber equipment from damage from natural disasters such as fires. ftood1, bunicanea and earthquakes, 
Olher cataseropbic events such as civil unrest. terrorism and war and other sources of power loss aad 
telc:commuoicatioos failures. Although STAR has taken a number of steps to prevent its netwolt from 
being atrcaed by natural disasters. fire and rbe like, such as building redundant systems for power supply 
10 the switcbiDg equipment. there can be no assurance that any such systems will prevent STAR's switches 
from becoming disabled in the event of an earthquake. power outage or othelwise. lbe (allure of STAR's 
nctwofk, o, a significant decrease in telephone traffic resulting from effects of a narural or DWHDade 
disaster. a,uld have a material adYene eCfcct on STA.R's relationships with its customers :and its busincu. 
operating results and finandal conditioo. Sec "Busincss-Ncr-'Ort.1

' 

Dc.,.....w e • Key l\tualltl 

STAR's sucaa depends to a signjficant degree upon the dfons of seaior m,.,....111 penoaneJ aad 
a poap of employees with lonpt1N1ing industry rdatioasbips and technical knowledge of STAR's 
opcrMicNas. ill particular, Clumopber E. f.dgcc::omb, STAR's Olief Executive Officer. STAR m1iataim aad 
is the bra, ficiary Wider a key penoo life insurance policy in the amount of SlO.O millioa with respc:a to 
Mr. EcfFcomb. STAR believes that its future sua:as will depend iD large put upon ia coatinoing abi1ily 
IO aanca aad retain bigbly skiDed penonnel C.ompctition foe qualwed.. bip-lcYd tdccommamic::atioos 
palOMCI is aw aad tbere CID be no assurance thal STAR wiD be IUCCICSlful ill aaniabtg ud re1aininc 
a.:11 penoMd. ne km of the SCMCa of one or more of STAR's key indMduals. or tbe faiurc 10 attnd 
wl raaia otber key pel'IOODd. could materially adviersdy afJca STAR's bulinea, opcnaiag raulls wl 
fwaria! modiuoo. Sec"~.· 

s, n w c, ,1111• 
Tk ialcrwioul ldccCJalOINDicaliOGS industry is ialemdy ~ ud aqed to rapid dwtfc. 

STAR's ··9' ctilon ia tbc ~ wboleale IIMICbed long diltucc martcc include luge. f~ 
baled weMiutloul coq,o,abODS wt aaler facilitirHwd prcwiden iD tbe U.S. ud CM:nCaS tba1 ~ 
aaa,cd as a result o( derqulalioa. lwilc:IHlard radlers of inlr:rulioul loaa dilaucc savicrs wt 
ialawinaal joilll w:a1U1Ci wl aliercs amoag ada mmpaaiel STAR allo competes abroad wi1b a 
....., al da · enc IJdccoaunasnicatiou opa'&IOrS dull previously bdd various moaopotiea Cltablilbed by 
• ewer die 1clecoe-lDicabOaS traffic iD tbeir oouatties. IAlemtioul wbolcsa1c switcbcd savice 
prowidcn compete oa tbc bail of price. amomcr IICMCC. h'WIDillima quality, breadth of setvicc offerings 
wt value-added 1CMCCS. AddiliNIIIJ. tbe tden •, aacioos indusby is in a period of rapid 1c:cbnologi
ca1 e,dulioa,. mamd by tbc illlroductioo ol c::oa.pecitiYe producl wt leMCC offcriap, sucb • tbe 
1dit1•iew ol die lalCl1ld lor ialcrmlioaal voice ud dlla C'OfflDNmicatiom. STAR is uub1e to predict 
wliida ~ dewdop•• will chair• ia cmapetilivc positm or die amouac ol apcaditura tbal 
wil be mprcd IO mpmld IO a rapidly .......... tedtoriop;al Cll¥iroamcal. Alnllcr, tbe aumber ol 
alalfl clilars is lillcly 10 iacrew as a result of tbc coaipr1ili¥C oppmtaidcs aaled by a new Basic 
ll:lecloaDaaicltiom ApcclDCIII concl11ded by members of cbe wro iD FetJruary 1 WI. Under the tcrm1 of 
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lbc wro Agreement. starting February 5. 1998. the Unjtcd States a.od over 68 countries have oommittcd 
10 ope.n their tclecommuoications markets 10 competition and foreign ownership and to adopt measures 10 

protea against anticompetitive behavior. As a result. STAR believes that competition will continue 10 

inaeuc, placing downward pressure on prices. Such p cssurc could adversely affect STAR's groa margins 
if STAR is DOC able to reduce their cos:u commcnsuralc with such price reductions. 

C,ompttirion from Doma1ic and lntanalionlll Companies. A majority of lbe U.S.-based international 
tdccommuDications semccs revenue is currcntJy generated by AT&T. MO WoddCom and Sprint. STAR 
also competes with Pacific Gateway Exchange. lnc.. and other U.S.-bascd and foreign long distanc:e 
providers. includiq lbc Regional Bell Operating Companies ("'RBOCs"), which prac11tly have FCC 
autbority t.o resell and terminate iotemaliona.l tclccommuoication services. Mally of these competitors 
have coosiderably greater faoanci31 and other resources and more extensive domestic and international 
communications nctWOrb than STAR. STAR's business would be materially adversely affect.eel to lbc 
me• tbal a sipiflClDI number of suc:b aistomcrs limit or cease doing business with STAR ror competitive 
or Olbu reasons. Coosolidatioft io lbc telccommunicarions indussry could not only aeatc C\'CD larger 
competifOn witJa g,catcr finaocial and other n:sources. but could also advcrscly affect STAR by reducing 
lbc number of poccatial customcn for STAR's SCl'YICi:S. 

E.qMluio,, ut10 Co,,a,nodo/ "'-led. With the acquisition of CEO, STAR began providing long 
distaDce SClvicc to die commen:ia1 market, a market that is subject to inleme competition from a number 
of well .... atiled a>alpanics T'bc a>mmen:w martd is also c:baraduizlCd by the lack of c:ustomct loyalty, 
widll CXDIIICICial CUSIOIDCn tcgularty cbaagjng SCMCC provid«s. Tbete can be DO IIIUIUCC that STAR will 
be able lo COIWpCIC succasfully ia tbc c:ommctcial mmet. See 0 Businesl-Strategy-Expansion into 
Comm :rcial Mulct. .. 

Wbilc tbc list of STAR's most signifiant customers varies from quarter to quarter, STAR's fjyc largac 
cmaomcn accounccd ro, approximately 3l~ of its micnues in 1998. with one CUl1omet, PT-1, IICCOWltiag 
for appRJlimaldy 15~ of ~ucs in such period. STAR could lore a sign,Oant customer for away 
reasons. iadudiDg the cacrance into the market or signif ,cant oew a>mpditors with lower rates than STAR. 
dowaward pressure oo tbe overall cosu or llansmitting international alls. transminion quality problems. 
dlugcs ill U.S. or foreign rcgulatioos or uaexpect~ ioc:reases io STAR's COit structure u a result of 
c111 •• , related to iasaallillg a global network or otherwise. 

Neal fer Adah HI Qpl&al .. ~ Gnwdi alNI Capital R111llc.-.tl 

STAR bdieYcs that it mus: continue: to enhaoc:e and eq,and its network and build out iu telecommu
nications liCtWOlt iafrutructutc io order to maintain its compctitiYe position and CODtinue to med tbe 
iocrc:asiog demands for acmcc quality, capacity and competitive pricing, STAR's ability to pow depends, 
io part. on its ability to expand its opcratioos through lbe ownerabip and Jeasina of network capacily, wllicb 
RqUitts signifK'allt capita.I expenditures.. tba1 are often incurred prior to STAR'1 n:ccipc o( lbc rdalcd 
re¥Cnue. STAR bdieYcs that. based upon its present business plan and its existing cash resources. available 
fmancina; and cxpcaed cash fknv rrom operating activities. STAR will baYC suflicicnt cash to meet its 
currendy anticipated working capital and capital apcnditwc rcquiremellts for at leat rwcJvc IDOlldas. U 
STAR', growth ClUleCds current expectations, if STAR oblaiDs one or more attndive opportunities ID 
purcbw the bosiness or assets of another company, or if STAR', cub Oow from opendoas after the cad 
of such period is iDsufficicnt to 1DCC1 its working capi1al and capital expenditure rcquircmc:nu, STAR will 
DCCd to raise additional capita.I from equity or dcbl IOUfllCS. Tbere can no assuraac:c that STAR wiD be 
able to raise such capital on C'avon1blc terms or at all. Jr STAR is uu· le to obtain md. additional capital. 
STAR may be required to reduce lhe scope of ill antic:ipalcd cxpamion, wbicb could ha~ a n.alaial 
adYenc cffec:1 on STAR's business.. financial condition or results of opcratiom.. 
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Ilea 6. Sdecced Flaudal Data. 

The following sclcded consolidated financial data Id be read in conjunaioo with the Company's 
Consolidated Financial Statements and Notes th«eto and with "Management's Discussion and Analysis of 
Financial Condition :and Results of Operations." c«h of which is included dsewbcre in this Form 10.K. 
The con.~IKbtcd Slatcmcnts of operations data for the years ended Ocoembcr 31. 1996, 1997, and 1998 
and the balance sheet data al December 31. 1997 and 1998 arc demed from audited financial statements 
induded elsewhere in th- Form 10.K. The oonsolidated slatcmcnl ol operations data for the year ended 
Dc:ccmbcr 31, 1994 :and the consolidated balance sheet dala at December 31, 1994 are unaud ted and are 
derived from unaudited financial statcrocnts noc included in this Fonn IO.IC. The consolidated atalemcnl 
of opcratioasdal.a for the: year ended OcCICmbcr 31.1995 and the: balanoesbc:et data at Dc:cember 31, 1995 
aod 1996 arc: derived from :audited financial itatc:meots not included in this Form 10.K. 

C.11H11IIII Sratr•a11 al()pendaas Data: 

~ -- -- --- --·-·· -·- · · -···· · ·· · · 
OpcnliDg apcnscs: 

(4a of tlCCViccs • - •• • • - • - - - • - • - •• - • • - -
Sdlillg. ,ac,al aod administntM . _ .. ... . 
~ aod amortizalioa . ... . . ... . . 
t.k:sJ,cf c:iipen,e - - • • - - • . • • • - • - - • • - - • • • 

lJlcomc (1cm) from operations . _ . .. . . . .. _ 
Olbcr uacxcc (expenses): 

IJIICfC:II iacocnc . • . . • - . • . - . . . - - . . . . • - . 
lalen::st c:apease - . . .. . . .... - . .. ... . - . 
Legal ld1lemeDIS and cxpeoscs . .. . .. ... . 
C>dler • . . .. - - .. . . . . . . .. . . . . . .. . . - - . 

lacomc (loss) before provision for iDcomc 
tasa .• .. .. •.• ... - . . . . . • . . • .•.... 

Provisioa roe- incocnc taxes •• - - • ••• • .•• •• • . 

Net iucornc (km) . ... . . ..... . . . ... . . .. . 

Pro fonu net i.Dc:omc (1cm) (unaudited)( I) . . . 

Basic i.Dc:omc (loss) ptt dwe(2) . . . . 

Dilated income ( ) pa eommoa sbue(2) .. . 

k'lo forma basic iDCOCDC (loss) per com:DOO 
slaarc unauditcd)(2) ..... . ........ . .. . 

Pro fonm diluted dlCIOlile (km) per cunmoo 
share uuudilcdX2) . . ......... . . . . . . . 

'Neigbtcd avenge DUlllbcr ol commoa shares 
outseandmc hllc(2) . .. . - . - ..... . .. 

'Neigbtcd avc,...e DUlllber of diluted cx,mmoa 
lbarcs~2) . .. . .. . . . . . 

,... ..... .,.....ll, 
ltN 1"5 ltN .,,, .,. 

c---.., 
(111$ ..................... , 

$24.512 $58.937 $259.697 S404.60S SS9S.S40 

16,042 
S,066 

106 

21.214 

3,298 

44,270 
J0,4S2 

368 

SS,090 

3,847 

22S,9S7 
3S,9S6 

1,442 

2S3,3SS 

3,658) 

351,821 
36,496 
4,637 

286 
393.240 

11,365 

SOt,281 
56,121 
ll,112 

361 
S13,81S 

21.665 

3 22 110 492 4,849 
(2,828) 64) (fl09) (1,738) 

(100) (1,653) 
__Q) __@ 39 208 (304) 

3,294 
22 

S 3.272 -S 1,943 -S 0.18 -S 0.18 -
S 0.11 -
S 0.11 -

3,m 
66 

S 3,706 -S 2.140 -
(4,218) 

571 
S (4,795) 

S (S,738) 

8,674 23.382 
2,905 9.923 

S 5,769 S 13,459 

S 5,574 

S 0.19 S (0.21) S 0.19 $ 0.34 
- 'TT -

S 0.19 S (0.21) S 0.17 S 032 -
S 0.11 S (0.25) S 0.18 -
S 0.11 S (025) S 0.17 -

18.218 19.373 ;-3,292 30,221 

18.218 19.373 23,292 978 41,S2S 
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facton IIICb as ftucruatiom in rates dwpd by canien to aamimte STAR's traffic; iDcreues ia bad debc 
apcw and reserws; the timing o{ capital cxpc1adiemrcs. and ocber COIU moc:ialcd with ac:quiriag cw 
c+«,ie,. otber rigbu to swilcbuls ud otber ttannillioa facilities; chaaga ill STAR's sties U1CC111i¥e 
pas; ud aJltS eaoc:ialcd wida c:bao,cs in Slaff .. lewk of se)ea, mertcuiis. ICdPic:al ....... ud 
~ palOlliid. la eddidoa. STAR's opaacillg raulll can va,y due IO fadorl w9I as dltaFs ie 
nJIIDII dae to variatiom in the qaalicy of veadtx 1nn:nH'MI capability; &o. of fMouMe ,--. ...._ 
die..,..., of. ud the IICCIOUllliea poky fOI', return tnffic uader opentills 111um Ifs, M:lioM bJ 
docwsric cw foreip rqulacocy eacities; tbc bet. timing wl pace of STAR's c111 r' • ia ialtralliaaaJ wt 
c:o.wrc:ial martcu; aad gieactai domcslic wl inlctallioaal economic wl political awlcioa furtlla', I 
substaDtial portioa of transmission capacity used by STAR is obttiacd - I vtrialllc. per ........ short· 
fCnD basis, subjectiDg STAR IO the poai,ility of unanticipated price iaaews aad savicc cw:dlalioos. 
SiDoe STAR does DOC geauaUy bave long tCffll arnngtmeDIS (cw the purcbw cw reselc of loag dislucc 
semces. aod since rates Ouc:tualC signific:andy over sbon periods of lime. STAA's opcraliDg results are 
subjc:ct to sipif1CUt Ouc:tuatioas over sbort periods of time. STAil's opcntmg results uao may be 
Dt'plivdy impacted in the loager term by competitiYC priciag prasura. 

lleaal Aapbidou ud Ontl1pa1n11 

STAR bas recently acquired the foUowiDa oompenics tad bas ttkeD tbc ~ actioas: 

• T.Qw Corp. On March 10. 1998. STAR acquired T-Oee for l.lS3,000 sir-res of CommoD Stock ia a 
tnnwtioa acroulllCd for a a pooling of inlcresu. All fioaoc:iel data prcrnlcd bas been rellaled to 
iadudc the n:suhs of operatioas. financial position wl c:Mll llows of T-Oae. 

• Sled Split. On Mardi 31, 1998. STAR cffecacd e 2.QS.for.J Sloct split with paylDCIII to lhe holden 
of lbc sbarcs of C.ommoo Scock OUIS1tnding oa Fcbnwy 20, 1998 of t Slock diYideDd equal to I.OS 
111-tcs of Commoa Scoct for cacb such oublaodiog share. 

• PWJlic 0/fmltl,, On May 4, 1998, STAR mosummated a firmly uodawrinaa public o&ring of 
6.000.000 lb-res of <:ommon Stock. of wbicb S,68S,OOO sbarC"S were sold by STAR and 315,000 
111-tcs were sold by a oertaia stoctbolder of STAR. On June 4, 1998. an additioatl 30.900 sllarcs ol 
C.oaaoa Sloct were sold by a certain saoctbaider of STAR to cover an cwer-alocmcar oplioa (OI' 

die o&riQg. 

• ,r-1 ~ Inc. 0a August 20. 1998, the Company catered ialo tbc Pr·l Merger 
Ap'crmall. Pet the agrecmcat. the Conlpall1 illucd IS,QS0,000 sban:a of Ownmoe Sloct aad 
Sl9.SOO.OOO in mort tctm prOlllisay oota for all outstandina Ibara. optiom aod warnnts of Pr·l. 
plus u additional 250Jm sbarcs of Coaunoa Stock to c:ertaia indcpcaznt diltribulon of PT-1. 
The Pf.J Mcrgc.r was ooasuaunatcd on February 4, 19119 ud wil be accouatcd fOI' as a purdaw.. 

• Unit«/ Digilt,J Nttworlc. Inc. 0a March 24, 1999, STAR compleCed the acquisi«ioa of UDN for 
approximately 1 million shares of O'IIIIIIOII Stock ill a tnosac:rion co be ICXOl&Dtw1 (cw u • poolilta 
of illlaesu. 
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North American wbolcs:lk rcvcnucs for the same periods 10 84.7% from 89.0%. Nonh Americ.an 
cocnmucial cost or services (exclusive or depreciation and amortization) increased 11 .0% 10 S18.l million 
io 1998 from Sl6.3 million in 1997 :ind decreased n perccn1agc or North American commercial revenues 
kw the same periods 10 5&.2 from 59 .3%. The year ended 199 also includes cost of services ( exclusive or 
dcpcciation aod amortization of $33.0 million gcncra1cd Crom the European operations. The growth in 
cost of services (cxdusivc f depreciation and amonil..nlon) reflect the increase in minutes of use as well 

an inacasc in leased private line cost offset by an overall declining average cost per minute. The average 
cost pc1' minute dcdincd a result or changes in country mix 10 include a larger proportion or lower cost 
per miaulc aJUDlrics. competitive priciag pressures as well as an increasing proportion on traffic routed 
OYCr tbc Compaay's propriewy network. The Company currently routes 10 51 countries oa its global 
network up from 24 countries in 1997. Maugerueat bclicw:s that countries wiD CIOObnue to be added to the 
Company's gJoba1 network thereby contributing to an overall decline in COS1 per minute. 

Selling. Go,aoJ und Administn11n-e· In 1998. total selling. general aod administraCM: c:xpcnscs, 
cxclusive of mcricr expem.cs. increased 53.8% 10 SS6.l million from $36.5 million in 1997 aod increased as 
a percentage or revenues 10 9.4 from 9.0% over lhe comparable periods, due primarily 10 an increased 
sales forc.c. as dc$cribcd bcJow. North American wholesale selling. general and adminiltraCM: expenses 
inueascd 26.8 10 $32.6 million in 19'J8 from S?..5.7 miJlion in 1997 and~ as a percentage or 
Nonh American wbolcs:lle revenue to 6. l 'r from 6.t1%. respectively. 

North American rommcrcial scning. general and admini~ra1iv expense increased 31.9% to $12.4 mil
lioo in 1998 from $9.4 million in 1997 aod increased as a percentage or North American commercial 
revenues 10 39;~ during the period from 34.2% in 1997, reflecting the expansion or the telemartetiog 
sales force to focus oo new cthruc markets. The Company expects North American commen:ial adliog. 
geacnl and admiftistraCM: costs t(\ tinuc 10 inacasc as percentage or revenues as additions t the 
sales force arc hired to expand STAR's Nocth American commercial customer base. 

Sdliag. geacnl and adminislr.ativc cxpcases related to the European operations amounted to 
SJ 1.1 millioa in 1998 and Sl.4 million in 1997 rcOcaing the start up or new busioc:ss efforts in Europe. The 
Company cspc:cts overall scfliQg. general and administrative apcnses 10 COfltinue to grow as a pen:enugc 
of ICYCDUCS the Company adds personnel 10 staff its German operations and to initiate carrier 
opcnrioas in additional European countries. 

~ and Amortizalion: In 1998. depreciation c:.xpcnse attributable to North American aacu 
a111011•cd to $9.l million and Europeu operatiom realized total depredation or $4.0 million. In 1998. 
IOU& dcprcciatioa toc:rcucd as a peroenaagc oC rcveoues to 2.2% frorD 1.1% for 1997. Dqwec:ialioa 
cspemc iacreascd as a r-esult of STAR's continuing expansion or its propricwy ialenaatiooal network. 
wllida iadodcs purcbwa o{ mlebc:s. submariAc cable and leasehold improvaDcDIS aaoc:ialed willl switch 
si1a. STAR cspccu depffl:i.itioa expense to conainuc 10 increase as a ~ of ~ as it 
coatieu1 IO cxpwl its global tclca>mmunicatioos oetwoft. /u of July 1. 1998. STAR rmsed tbc 
rea11111· 111· ig liw:s of a:rtau1 opcr.ating quipmcnt from five co ten years. This dwlC reduced dcprcciatioa 
c:q, NN aad iocrcascd iocomc before income: tucs by approxilllatdy S2.0 miltioll. 

htco,w ()pmlllonr looomc from opcntioos inanscd 90.6 lo S2 I. 7 miJ1ioo clwilll 1998 from 
Sll.4 millic,a ill 1997. Opc:raciaa margin iocrca!.led to 3,6 rrom 2. • n:spc-cti¥cly. Opaatiag caugia is 
cq,ec:led to apaad as STAR · 10 dM:nify its revcauc base ud as traffic is lllipaled from leased 
faciitic:s STAR"s owned DC!WOrk.. Offsening the declining ros1 of setvica oo a per miaalc basis wac 
die sunup <UIS of laundtiog operations in Europe and the cspamioa of lbc Nordt AmcricM bwd 
CDmllla'Cial opmlioas. 

Ollta ,~ (bpnu,eJ: Otbcr inoome (cxpcw). net. illataled Sl.7 milioa ia 19'1 froa a act 
apcmc of S2. 7 millioa in 1997. lntcn:st income grew to $4.B IDlllm in J froa M92,GOO ia 1997 • a 
rcsub of iD1acsa catDcd oa ilMlling proceeds from tbc Compaays lCC'ODdary equi1J c8a:iias ie MaJ l 
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North Americaa wboles;ak revenues ror the same periods 10 84."' l'tom 89.~. North American 
commercial COIi o1 seMCCS (exclusive or deprcciatioo anc1 amonizalioa) iDc:reascd 11.~ to s1u millioa 
iD 1998 CIORI S16.J million iD l'R'/ and deaeased as a percentage or Norm AmericaD a,mmereiaJ n:wawea 
for the same periods to 58.2% from 59.3411. Tbe year coded 1998 also iadudes COIi ol aervica (c:dasiwe ol 
depreciation and amortization) ol $33.0 million geoenled Crom the Ewopeaa operalioas. Tbe powtb iD 
COit ol lCIViccs (adusive of depruiatioa and amonizatioo) reOc:cu the iDac:asc iD miDuta ol me as well 
as an iDcn:ue iD leased private line cost offscl by an owaaU dectinin& avenp COIi per mieule. 1bc awn,e 
COIi per minute declined as a result ol cbanga iD coullb}' mix to include a larger JWGpOl'tioa ol lowcr COIi 
per miautc C'OUDlria, compctitivc pricias prcaura • well as an increasina poportiocl OD lralic ruurcd 
ewer tbc Company's propidaly actwork. Tbe 0>mpuy curmllJy roala ID 51 cOiiillllica oa its global 
lldWOdt up Crom 2A countries in 1997. M•n111 meac bdieYea tlaat countrica wil c:ootiw to be added to lbe 
C,ompany, gJobal netwc:wt tbcrcby COOlributing to an overall decline iD COIi per miDale. 

SdJut& Gmm,J tutti~ In 1998, lOlal sdling. gcncnJ and administrative expenses, 
csdusiYe of merger expenses. increased S3.89o to SS6. l million from S36.S millioa iD 1997 and iaaeased as 
a percentage of revenues to 9.4% rrom 9.o% ewer the a,mparablc periods, due primariJy to an increased 
sales Cora:. 11S desaibcd below. North American wbolcsalc sdhng. gcnenl and administrative expcnsrs 
incrused 26.8% to S32.6 millioo in 19'J8 from $25.7 million in 1997 and decreased as a perceouge of 
North American wholesale revenue to 6.1 rrom 6~. respcctm:Jy. 

North American commercial sdlinl,. general aad administrative cspemc incrcwd 31.9$ to Sl?.4 mil
.._ in 1998 from S9.4 millioa in 1997 and incrcated as a ~QCOUCC of North Amcric:aa commercial 
reveaues to 39.K during the period from 34~ in 1997, rdlcctias tbc np,Nioa of tbc tdcmutctiDg 
sales ron:e to Cocus oa new ethDic martcts. 1bc Compay cxpeclS Nordt Americu commercial lelling. 
meeenl and administratnic coas to coatinoe to inaeac • a pen:cOlafe ol nMaUCa • additioas to the 
sales fora: arc lured to cxpAnd STAR's North Amcricaa c:ommcrcia1 CUSIOIDCr bale. 

Sdtiog. g,eoenl and admiDistratiwc CIJl CM • rdaled IO tbe &rope. opaadoa mnlcd to 
.S 11 .1 miJlioa in 1998 and SI .4 miltioa in 1997 rdlectills tbc SW1 up ol new ""lfiere efforts in Europe. The 
Campany expcas cwcrall sdliag. scaenl and ac1miaisuatM apcws to·,., .... ID pow• a pen::aaagc 
of reveoues as the Company adds penoaad to staff its Gcnan opaatiml ad IO illiliale c:arrier 
operations in additional Europcaa COUDtries. 

Dtpm:i,adon 1111d A.mortivuion: In 1998, depreciaticm apcme anaibaullle IO Norda Amcricu lllldl 
amouatcd to $9.1 miltioa and European opentioas realized local depRmCioa ol l'.0 ...._ la 1998. 
total depreciation increased as a percentage of~ to ucr, frmD 1.11' lor 1997. Depecia1ioa 
c:xpcme increased as a result or STAR' coatinuiag npeDSioa ol ill proprieta,y ilMaaadoaal DdWOrt. 
which iDdudcs pu,cbascs of switdlcs. submariDc cable and lc»ebnW impccwemencs awrialcd willa awilda 
sites. STAR ~ depreciation apcmc to CIOlllialc to ilicrew • a pacaaa,e ol ieweaues as it 
c:oalincs to expaod its global 1elecommunications DCIWOrt. As ol July I, 1998, STAR rm,ed lbe 
remeieing liw:s ol certain openting equipment from fM to tea )'CIU'I. This c:barF reduced dcpn:ciatiOD 
eq,cllfa and iocrewd income before iJICOIDC aua by approa:uldy S2.0 miBion. 

tna,m~ from Opmuou: lneomc from opemioas inc.reascd 90.6,C, 10 S21.7 million duriag 1998 from 
SI 1.4 millioo ua 1997. Operating margin iocreased IO 3.6411 from 2.SC., ~. Operidiag margin is 
apcdcd to cxpaad es STAR COD1iauc:s to dMr1ify iu l'C"COUC base and • traaJic is mipated from leased 
faditlic:s ODIO STAR's owned actwort. <Xflc:ttiltg lbe dtdinmg COIi of services OD a pet miaute basis were 
die SWtUp coas ol lauaclliaa opc:raciom in Europe and lbe npamioa ol lbe North American basrd 
a>allDCl'Cia1 opentioos. 

Otlter IIICOIM (£,q,,::,ue): Other inoomc c:&pc:DSC). net, incrcated to Sl.7 millioa ia 1998 from a net 
apeme of $2.7 millioa in 1997. IDleiest income grew to $4.8 milioa ia 1998 from $492.000 iD 1997 • a 
rauh of inlcn:s1 carac:d on invaling proceeds from the Compaay's sccoodary cquily offering in May 1998. 
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lalerca CllpCW iDcrated 10 S2.8 miltioo in 1998 from Sl.7 in 1997 in response 10 the additional capiuJ 
leases for the finaoci• of new swi&cbes. 

Protision for Income Tau: Tbc provision for income mes iaaeued to S'9.9 million in 1998 from 
S2.9 million iD .1997 primarily due to tbe ilaeue in profitability oC STAR. 

,._.. E-.1 Dccu ter .Jl.1"7 ... 1"6. 

~ RcYalllCS iaaeased ss.n, to $404.6 million in 1997 from $259.7 miJlioo in 1996. Wbok> 
sale rneoues increased to SJn.1 millioa from S229.8 million. with wbolesaJe minutes or use increasiog to 
861.3 millioa miDutcs ia 1997, compared to 479.7 million minutes or use in the prior year. This increase 
rdlcds aa iacrease io tbc awnber or wholesale customers from 84 in 1996 10 105 at tbe end of 1997. as well 
as aa iaaease ia usa,e by emaiag customers. primarily mulling rrom STAR's expanding traA.Unission 
c:apacily wJ impovillg trNSm · 11a1 quality. The avenge rate per mi11utc of usage for wholesale cusiomers 
dcdiDed from SCUl c:au per minute in 1996 to S0.'40 CiCalS per minute in 1997, rdlecting the cbaQ8C in 
couaay am '° iDdade a &arF proportioa of lower me per minute C10W1tries u well as lower prices oa 
~ routes. Tbc dediac ill raacs per wbolesaJe minute partially olflet the ioause in wboleale 

· IIICS of use. 11ae period to period dedioe in rates per miaute wu not a signific:anl factor in the relative 
... c:alC ia miaofc ol use. Wholesale minutes or ~ rate per minute compu11tioas do not include the 
revcaac or minules ol T-Ooe in 19% and 1997; in 1997 T-Onc wholesale minutes and •YCra!C rate per 

• were 170.9 million and S0.17. respcctiYdy. 

Cornmrrml n:vcoucs dc:aeased 10 $27.S millioo in 1997 from S29.9 million in 1996 reflecting the 
te:rmi:Datioa ol the CEO customer base in Cali(omia due to tbe 1997 settlement catered into by CEO with 
eacb ol the Calaoraia PUC and die District Attorney o( Monterey, California. In 1997, commerciaJ 
micoues geacratcd ia lhe Sca1c ol California was Sl0.4 miUioa. as compareci to Califomia-aenented 
ClOCllalfflW rC¥eDUCS of $14.S millioe in 19%. See .. Business or STAR--Govaamcntal Rcgulation
Actioas Apiml CEO." 

Cos, of Sowia:s ,~ of Dq,,uituion ond Alnotriz.olian): Coa ol scrvica (exclusive of dcprccia
tioa and amortiz:alioa) iDcrcllcd SS.7,.. 10 S3Sl.8 millioa ia 1997 from S226.0 miltioo in 1996. Wbolcsalc 
COit ol savices (emasi~ ol depreciation and amortizatioa) inc:reucd to SDS.S million in 1997 from 
S2DS.8 millioo for 1996 nd as a percentage ol wbolaaJe ,~macs decreased to 89.~ from 90.K, 
,apectivdy. Wbolesale c:oa o1 scmces (exdusive o1 depreciatioll and amortizatioa) dcdilled during 1997 
as uaf6c was iac:n:asiQgly routed CNcr STAR's proprietary intemtioaal DdWOrt. Qamercial COIi o( 
1CMC1CS (c:a:lusM ol depreciation and amortization) deaused S.N, to Sl6.J million in 1997 from 
Sl72 million ia 1996 and a peroemage o( commercial raenue iaauscd to S9.3% from S7.4~ over suds 
pcrioda, n:llcdiag declining prices in the compctiti'1e long distance market. As STAR migrates tbe CEO 
c:ommc:rciaJ eus1omcr base ontO STAR's octwork, CEO's cost o( commuc:ia1 loag dilluce tcrviccs 
(cxdusivc o( dcpreciatioa aad amonization) is expcc:led IO decline. 

~ Gt:nm1I find Administrotnoe.· In 1997, sdliag. genm.l and adminisuatiw: ClpCOICI (exclusive 
ol merger rdatcd c:osu o( $286.(0)) increased 1.5% to $36.S million. from $36.0 miJlioa in 1996. Wbolesalc 
selliDa,. scncnl aad adminisuatiYe expenses iacrcased to $27.1 miJlioo in 1997 from $25.4 millioG in 1996. 
but decrasecl as a perocntage or wbolesaJe revenues to 721> from 11.l~ owcr tbe comparable periods. 
1blal expenses inc:rcascd year t.o year in absolute dollars as STAR np1nded its proprietary intcrnatiooal 
aetwort a.ad empk,ycc base. Included in tbe 1996 sdliag. geee,al ud admiDiluatnie expemc was 
Sll.6 million in rcscrw:s and write-offs against dcpolits and acxoullll receivable related to bad dcbcs from 
two customers. Commcraal selling. geaeaal and admiaisuuiv't CJIII cam dc:aeacd to $9.4 milUoo in 1997 
from $102 million In 1996 :and remained flat as a pcn::atage ol commercial micoues at lppl'Olimaldy 
34.1 %. STAR CJq>CCU selling. ,tcntral and adminislrali¥c c:xpeoses to expand in ablc,lute dollars and as a 
pen:icatagc of rcYCnucs in fiscal year 1998. as STAR c:xpands its oetwortt and employee base and in 
cxma XI.ion wi1h ST. R's couy into the axnmercw martet. 
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l)qJl'tdalion and Amonuadon: Depreciation increased to $4.6 million for 1997 from Sl.4 mi.Ilion for 
1996. and increased as a pm:cntage of revenues to 1.1% from 0.6% in the prior period. Depreciatioa 
i.ncrc:ucd as a rcsull of STAR's c:ootinuing expansion of Its proprietary international necwort which 
includes purchases o( swiccbcs. submarine cable and leasehold improvements usociated with switch sites. 
STAR expc:clS dcpreciatioa cxpeme to ioac:ase as STAR continues to apand its global telccommunica· 
tioos netWOrk. 

Ot"6 /11C0111e (Ezpau,tJ: Other expense. Def, ioacased lo $27 million in 1997 from "60,000 in 
1996. This iocn:ase is primarily due co interesa expense of SI . 7 million incurred Wider various capiW leases 
and bank lines of acdit and a legal settlement and associated cxpcoscs of $1.7 million. The legal 
seulement relates to the c:1Gpu1e settled by CEO with the California PUC and the Dislrid Attorney ol 
Monterey County. See "Businc:u--Go¥emmcotal Regulation-Actions Against CEO." Interest income 
earned on sborMcrm imestments increased 10 S492.000 in 1997 from $110,000 In 1996 due to inkrea 
camcd on the proceeds of STAR's June 1997 initial public ofrering. 

Prowsion for Income Tam: The hisaorical pf'OYision for income cues inacased to S2.9 million in 
1997 rrom SS77.000 in 1996 f,rimarily due 10 the increase in profitability of STAR. 

~ ud Cap61al Raoartu. 

As of December 31, 1998.. STAR bad cash and cash equivalents of approximately $46.7 million. short· 
term iDYestmcnts of S0.8 million (as a result of STAR's secoodary stock ot!ering), and a working capital 
narplus or $64.4 million. 

On May 4, 1998. STAR completed a secondary offering of 6.000.000 shares of Common Stock or 
wbicb S,68.S,000 shares were sold by STAR and 315,000 sha.res were sold by a selling stock.boldu. The ncl 

proceeds co STAR (afte.r deducting underwriting discounts and offering expenses) from the sale of such 
shares of Common Stock were :approximately Sl4S.O million. 

As of December 31, 1998, STAR had $19.3 miJlioo outstanding on its S25 millioa revolviog line of 
credit. wbicb bean interest at the bank's cost o( funds plus 17S.O basis points and expires on July 1, 1999. 
Available borrowing under the line of c:redit is further rcdua:d by oulSWlding letters of credit in the 
amount of $5.S million. 

At December 31. 1998.. STAR had capital lease obligations of $37.S m.illioD. and SO.S million in term 
loans, relating 1.0 its switching facilities and operating equipment. 

STAR used net cash from operating activities ol $13.8 million for the IWdYe months eodc:d Decem
ber 31, 1998. primarily from net iocome exclusive of depreciation and amortization. as well u iocn:ases in 
aca>uJdS payable and accrued expensc:s offle1 by increases in accounts and odlu receivables. The ioCteue 
in accounts and other receivables wetc due co general inaeases io volume and cx&ended payment terms for 
c:crtain customers. The Company's investing ctivities used cash ofSl00.7 miJlioa during tbe twelve months 
ddcd December 31, 1998, primarily from capital expenditures. offset by tbe sales of short-term iDYclt· 
meats. The C,ocnpaay' fananciog aciivities genented cash or approximately s1-;9.o million primarily from 
$144.7 million net proceeds raised in the secooduy stock offering as well u stock opdoas exercised and 
botrowiQp uadcr lines of credit, offset by p:iyments under capital lease obligPtions. 

On February 19, 1999, STAR annouoccd that it bad received a fully underwritten commitment ror 
S27S miWoo in senior secured credit (acilities. The oomplctioo of the financing is subject to the execution 
of ddiaitive loan documcats and customa,y a>nditions for financings of this type. 

The Company also entered into a 20 year. S8S million apeement 10 pwdwc: capacity on the Qwest 
oationwjde Macro Capacity (SM) Fiber network. Rcm:aioing commitments under thls agreemco1 at 
March 31. 1999 equaled S85.0 million. 



STAR bcJieves that the cas.h generated from operations. as well as fuodiag Wider its bank line of 
c:rcdiC aod the senior secured credit (aciUty, will satisfy STAR's current liquidity needs. Nevertheless. as 
STAR continues 10 expand ill network (acilicies and pursues ill strategy o( growth through acquisitioos, 
STAR's liqujdity needs may increase. perhaps sigm6canlly, which could require STAR to seek sucb 
additional financing or the expansion or ill borrowing capacity uodet current or new lines of credit. 

As appropriacc, STAR will use capital lease fUWlcing or raise ~ debc or equity capital to 
fmaocc new projecu or acquisitions. STAR had foreign currency amtncts oubbnding at December 31, 
1997 and 1998 in the notional amount or S6.3 million and SJS million. rcspectiYdy. 

While the termination of the CEO customer base in California resulted in a loss of eommcteial 
rew:aucs from that stale during 1998. maoagemeat docs not bcli~ that the loss of such revenues wiD have 
a material impact on STAR's liquidity in the future. 

\bl' 2000 CoapUuc::e. 

A significant pcrcentqe of the software that runs most of the oomputers in the United Sta.tea relies oo 
two-digit date codes to pc,form a number of compu1ation and dc:cisioo making functions. Commeocing oo 
January I, 2000. these computer propams may fail from an inability 10 interpret date codes properly. 
misreading "00" for the year 1900 instead of the year 2000. 

STAR has initialed a comprebemive program 10 identify. evaluate and addrea issues associated with 
tbe ability of its infonnatioo technology and non-information tccboology syslems to properly recopir.e the 
Year 2000 in order 10 awid inrerrupdon of the operation of these sysiems and a material adYcne effect OD 

STAR's operations as a n:.sult of tbe century change. Each of the i.nformatioo tt.ehoology software 
propams lhat STAR currently uses bas either been ceni6ed by its respec:ove vendor u Year 2000 
oompliaat or will be rq,bccd with software that is so certified prior to July 1999. STAR inteods to amdud 
c:omprdaemi¥e 1csu of aU or its software prog,am.s for Year 2000 compliance as part of 'ts Year 2000 
readiDCII propam. Aft ialCgral part of STAR's ooo-infonnatioo technology sysiems, its telecommWlica
tiom twitcbca. is DOI currently Year 2000 comptianL The rapectiYe YCadors of STAR'• tWOM IWitc:bea are 
in the procesa of upgrading lhc switcb(:s and baYe informed STAR that the switcbes will be compliant on or 
before July 1999. STAR does not bcJieve that its other ooo-informatioo tt.ehoology systems will be affeded 
by tbc Year 2000, but will not know defmitively until STAR tests and evaluates such equipmeot duriag 
1999. 

STAR's computer systems intedace with lbc computcn and tecbDOlogy of many different tdea>mmu, 
nications companies. including those of rorejgn companies, on a daily basil. STAR comiders the Year 2000 
readiness of its foreign customers nd vendofS of particular importance given the general tODClCfll tbat tbe 
a>mputer syaems abroad may not be as prepared as those in domestic opetAtions to bandJe the century 
change. As part of ill Year 2000 compliance program. STAR intends to a>otact its sipu.6cant ~ aod 
customers to uccttain whether the syslems used by such third parties are Year 2000 c:nmpliaaL STAR 
pla.as to have aU Year 2000 comptilnce initial testing and any nccessa,y CODYCnioas completed by 
July 1999. 

Hislorically, STAR bas DOt incurred my costs to date 10 reprogram, replaCle and test its information 
and noo-iaformatioa te:danoqy sysiems for Year 2000 compliiDce. Tbc cosu associated with STAR's Year 
2000 c:ompliapce efforts will be incurred duriag the remainder of 1998 and t.brougbout 1999. STAR 
estimates the cosu of Sid efforts will be betweea $10.000 and SIS0.000 a,,er the life of the projcc:l: thoup 
sucla upenditun:s may iocreasc materially following lesbD£ of non-infonnatioa techaology sysie~ and the 
evaluation of tbe Year 2000 a,mpiancc status of integnl third party veodora and customel'I. Colts 
iacumd 10 date in c:ooncaioa with STAR's Year 2000 compliance effons ~ bcea immaterial and wi.'I be 
c. q,emed as iocurrcd. 
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STAR curreolJy anticipates that its iofonnatioo tccboology and noo-ioformatioo techoology syscems 
will be Year 2000 compliant before: January 1, 2000. though no asswaoccs can be pen that STAR's 
compliance cesting will nof detect unan1kipaccd Yea, DJO COnlpliance problems. Furthermore, STAR docs 
noc yet know the Yc:11 2000 compliance status oC integral lhird parties and is tbcrc:(orc: currc:olJy unable to 
assess the likelihood or 1he risk to STAR or lhitd party system failures. However, a system failure by any of 
STAR's s.ignificanl CUSlomets or vendors could have a material adverse effc:ct on STAR's operations. 

The Compaoy believes that che mosc reasonably likely worst case sccnarl, resulting from tbc c:enrwy 
change will be its inability to route celepbonc traOic: at cwrc:nt rates to desired localions for ao 
indclermioable period of time. Such worst case scenario could haYC a material advenc affect on STAR's 
tesulta of operations and liquidity. 

STAR iolends to dcvcJop c:ontingeocy plans to handle a Year 2000 system failure experieoa:d by its 
ioformatioa ud noo-infonnation tecboology systems aod to handle any ncceswy iolc:l'lldiou with the 
computers and tecbnology or aay integral non-complying third party. 

llellt 7A. ~ ud Quli&athe Dbdusaa AINNtl M.artac Rub 

~ u,nmq Rist. As a global enterprise. the Company faces exposure to l«hene IU(W'CIDCOIS in 
foreign curreocy c:xcbange races. Tbr O>mpany's foreign currency exposures may c:bange ewer time as the 
level of activity in foreign markets grows aod oouJd haYC a material advene impac:1 upon the Company's 
fiNncial rc:suJts. 

C.ettain of the Company's auc:ts. including certain bank acx:ounts and accounts receivable, cmt in 
nondoUar-deoominated cum:ncies, which are sc:mitive to foreign cuneocy cm:baoge rate Ouctuatioos. The 
noodollar-denominated currencies are principally German Deutscbmarb aod British Pounds Stertiog. 
Additionally, ccrujn or the Company's current and long-term liabilities are denominated principally in 
Gumao Deutsclunalb and British Pounds Sterling currencies. wrucb arc also seositiYe to foreign cwrcocy 
exchange rate Ouctuations. 

The Company employs hedges io order to mitigate foreign currency ~ and intends to do so in 
the future. in the appropriate circumstances. .The sua:as of this activity depends upon the estimation of 
international cash Oow and intc:rcompaoy balanc:u denominated in varioo1 aancncies. primarily the 
Gennan Deuuchmark. lb lhe extent lhal these forc:casu arc: ovu- or undentated during periods of 
aam:ncy YOlatility, the Company could experience unantic:ipa1ed currency gains or loaes. 

In December 1998. the Company entered into a currency rate swap agreement (the "Swap") with a 
bank in lbc amount of $35,000,000 denominated in German Dcutschmatks. The Swap commiued tbe 
Compaoy to buy and sc:U currencies 3t tbe wnc rate or CJCbaoge and was establi1bed in ordet to elimioate 
the po:ssal>illty or gajos or losses due: 10 currency Ouctuations during .its duration. The term of the Swap wu 
for seven days ovc, lbe fiscal year-end, culminating on January 4, 1999. 

Jn1tres1 &11: Risk. of December 31, 1998 the Company had borrowings under its line of c, edit 
facility 1UDOun1ing 10 $19.3 million. The interest ra1c: on the line of credit is equal to the London lnter'J&nk 
Offered Rate (UBOR) plus l.7S4J&. Al any time. a sharp rise in interest rates could haYC a nwc:rvJ adverse 
wspac:t upon the Company's I of working capital and lbc: interest CJq>Cnse. 1be Comp.ID) does DOI 
airrenlJy hedge this ioterc:s1 ra1e exposure:. 

lo addition. the C'.nmpaoy had borrowings under long-term debt for capital cquipmc; tt amounting to 
S471.000 at December 31, 1998. The interest rate on this loog·tc:rm debc is equal to U80 plus 6.D%. Al 
any time, a sharp rise in interat rates could have a material adverse impact upon the Q.aipany's cost of 
wortiDg capital and intucst expeosc:. The Company does noc cuneDtly ~ · interc:st tc: eaposure. 

The following table f>"*Dts the: hypolhc:tical impact on tbe C'.ompany's financial rc:suks fo · char.ges in 
interest rates Cor variable rate: obliptions be1d by tbe Company at Dcccmbc, 31, 1998. n c modeling 
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teduliquc used measures the change in the Company's results arising from sdccted poceotial cbanges iD 
l.nleresa rales. Market rate changes reOcct immediate bypotbcdcal parallel sbilu iD the yield curve ol plus 
or minus SO basis points ("BPS"), 100 BPS. and ISO BPS OYCf a twelve month time bori1.oa. 

lataat Rate Expo&1lft Aut,sls 
(aerate - (dcaale) ill ...... bd8at ~ d• to~ ia iaterelt ralel 

(Do0an .. dlioesr:nch) 

........ St IPS 1• 11'5 15111'5 t5lt .. (JIit .. (I.Nt lfS 

Litle ol Credit( 1) . . . . . . . . . . . . . . . • . . . . $97 
L.oog-Unn C>ebt . . . • . . . . . . . • . . . . . . . . S 2 

$193 
S 5 

S290 
S 7 

$(97) 
$ (2) 

S(l93) $(290) 
$ (S) s (7) 

(l) Actual rate rd1ecn tbc bank's COil or funds plus 1.75%. ffisroricalJy the banks' COil ot fuadl 
approximates UBOR. 

ltaD I. Flawlal SC tr r••
See the Index included al '' Item 14. Exhibits, Fuwicial Statement Schedules ud Reports on A>rm 

10-K. 

Item t. Olallael la wl ~ wltll Aa:oalallts • Aa:oatmc a.a r 
Nooe. 

e. 



PA.Krffl 

Uta 11. Diftdon ud Eacadft Offlcen ol tile ltfcistnat. 
The officers and directors of the Company and their ages as of March 26, 1999 arc as follows: ..... ~ ..... 

Cbriaopbct E. Edgecomb(I) ... . . 40 Olief Executive Officer. Chairman of the Board aod 
Dircclor 

Mary A. c.sey(1)(2) . . • • . . . . • . . 36 President. Secrcwy aod Di.rcc:tor 

l>avid Yaun Crumly • . • . . • • • • . . 3S Executive Vice Prcsidcnt--Sales and Mutctiug 

James E. Kolsrud • . • . . • . . • . • • . S4 EaaniYe Vace President-Operations and EnginecriDg 

ICdly D. Enos .. . . . . . . . . . . . . . . 40 Chief FioaDcia1 Officer, 'D'easurer aod Aaillanl Secretary 

Mark Genbien . . . . . . . . . . . . . . . 47 DirCCIOr 

Gordoa Hutdlins. Jr.(3) . . . . . . . . 49 Oirec:tor 

Jobn R. Snedegar(?)()). . . . . . . . . 49 Director 

Aruul A. Claonis . . . . . . . . . . . 36 Director 

Samer 1liwfit . . . . . . . . . . . . . . . . 33 Direccor 

(I) Member ol Noa-Executive Stock Option Committee 

(2) Mc:mba of Audia Oimmittcc 

(3) Member of Comp:osa•ioo Committee 

Clwloplwr £. ~b co-founded the Company in September 1993, serYCd as Preaideat of STAR 
QDtil Jum,y 1996 and has served as STAR's Chief Executive Officer and Cbairmu ol the Board aince 
January 1996. Mr. Edgeaxab bas bccD a Director of STAR since its incq,doa. Prior to that time. 
Mr. Edp,oDmb was a l'ouader wt the Executive Vice Praident ol Wat C.ouc ~lecommuaicatiom 
(""WCI;. a aatioo-wide loag dilaw::c canicr, from Augusl 1989 to Dcc:embcr 1994. Prior to founclinc 
wcr: Mt. Edgooomb WIii Plesideat or ~ Plamabt& a tdec:ommaoica~ C'ODIUki• mm. from 
January 1986 to July 1989. Prior to tbat time. Mr. Edgccomh held 1C8io1' level lalca and marketing 
polidoas with 1MC Comamnk:aticm. American NetWOrk and Bay Ara lHeport. 

Milty A. Oaq has been a Diredor aod Secretary ol STAR aince CXHOUDdbtg STAR iD Septem
ber 1993, and bas seM:d • STAR', Presidcnl since Jamwy 1996. Prior to that time. ML Caaey was 
Direcfor of Olslomcr Savicc at wcr from December 1991 to Juae 1993, and ICIWld u Direc:lor ol 
Opullor Semca at Can AIDerica. a loag distance telc:communk:atiom ciompuy, from May 1988 to 
Docembcr 1991. 

Dtwitl Mrun Cnnl)' has served u STAR's Eucutivc V,ce Praidcol-Salea ud Marte1iag siDce 
Jrm,y 1996. Prior to that rime. Mr. Crumly served II a oomultant to the Compuy from Novcmbea 1995 
to Jwsuy 1996. was Yacc Praideal or Carrier Sales ol Digital Network. lac. from Jwae 1995 to 
Now:mber 1995 wt was Dnctor ol Carrier Sales ol wcr from Juae 1992 to June 1995. Prior to Joiaina 
wet Mr. Ctumly IClwd ill various ... wt martctms capacitia widl Metromedia,• loac-".Jscuce 
coaapaay, fJum Scf*wbt, 1990 IO June 1992 and wi1Ja Claydelta, a loat-«fiel•et C aJIIIPU)', from May 1987 
ID ScFI Ser 1989. 

J..,. £ K.obrwJ 1111 aned aa lbe CampellJ'I E1ccuti¥C VIICC Praidall-Operal.._..._ W, '~ 
U11CC Sepccmbcr 1996. Prior to joiDiDt STAR, Mr. ICollrDd WU a illtaulicmal ••• ,....,...adonl 
C,,..._, from M.tn::111995 to Sq,ccmber 1996. Prior ID tbal time. he WU a Vice Plt1idcat, Corponle 



Eapleciilla aed Admiailtratioe ol IDB Communications Group, Inc. ( .. IDB"). an iatambOUI aimmuai
Clliml cmapaay. from October 1989 to March 1995. and prioc to tbal lime. be was Praidcor of tbc 
IIIIICnlllioaal Dmwma of IDB. 

1'dly D. Enos Im mwd u the Company's Clue( Financial Officer since Dea:mber 1996 ud as 
'Dasun:r and Assistant Secretary since April 1997. Prior 10 that time. Ms. EDol was u iadcpehdcl\1 
Clllll MIDI ia tbc merdwal bukiDg field from Fcbnwy 1996 to NOYelllber 1996 and I Vu Praidcal ol 
Foctw Finanriaf , mercbut banking firm. Crom April 1995 to Janua,y 19%. Ms. EDol mwd as a Vice 
Presideal of Oppcoheimu & Co~ Inc.. 1n investment bank, from July 1994 to Marcil 199.S wt a Vace 
Prcsideat of Sulro C.O.. an iaYcstmeftt bank. from January 1991 to Juoc 1994. 

M.t Gmltim bas scJWd IS I DiRdOr of STAR since Match 1998. Mr. Ocnhieo has been die Senior 
Vece Preside.al of Sales and Martetutg for Level 3 Communicatk>ns, a tdeoommunicariom and iDfonm. 
tioca savica a,mp,ay, siace Juuary 1998. Prior lo that time. Mr. Gcnbicn was tbc Seaior Vaa: Presidenl 
of National Aa:ounls for Woc1dCom. Inc., an intern tionaJ telccommonicariom c::ompaaj. and f'raideol 
ud Cllid EaecutiYC Officer of MFS 'QJccom. , division of MfS Commnnicalioas, lac. prior to its merger 
wida \\bldCom. Inc. 

Gonion Hllldtins, Jc has setved IS a Director of STAR · Janua,y 1996. Mr. H1ddlial bas been 
President of GH Auoclates, , telecommunications consulting rum. since July 1989. Prior co fouoctiog GH 
ASloaatea. Mr. Hutchins sened IS President and Qicl Exeaitivc Officu of ICC 'Qlcc:cJ,Nn•micaooas. a 
competitive access provider, QOd bcJd senior management positions with seYaal odacr companies io tbc 
lelcclommunicatioos industry. 

JOM R. Sneaqpr bas seM:d as a Din:aor of the Company sioce Jamwy 1996. Mr. Snedepr bas been 
tbc Preside4t ol UDN siDce June 1990. From Juae .I-» to Fcbrua,y 1992. Mr. SDCdepr was tbc Praidellt 
ud CEO ol AmenTd M1nagement, Inc.. a provider of long distaoce tdeconn11nicariom ud ~ 
meat semccs. Mr. Sacdepr is also a diredor for StarBase Corporarioa. a lC>ftwarc ckwlapaeat ciompuy. 
Mao Geoeral Corporarioa. a fall ICl'Yicc oommunicatioos service p,ovidet, 'R:leffub Comm•icarioos 
Corporation, I loag-dilcaace lcc:lmology company aod nc:bwnc 1nc.. ID electroaic commacc •iiOftware 
a,mpaay. Mr. Sncdepr uo scnu as Presidenl ol Kaldall Venture PwJdiag. Ltd .. , reponillg co~ io 
Alba1a, Canada. 

Awl A. Olaonis bas seM:d , Director ol STAR sioce May 1998. Mr. Cbeloail is pr.:seady tbe 
Owrmaa ud Cllid &mdi¥e omcer of Piek Commwaications, Inc., a local m:ba• carritr loaded io 
Fairfadd. New York. Rom May 1987 to April 1998. Mr. Cbaonis sen'Cd in various rmdi¥e pllitiam with 
NX C..orp. and ils sublidiaries, iDdiadiog IDOII recently Prcsideol of ACC Corp. ud Praid,o-41 wl Cllid 
Opeuiling Officu of ACC Global Corp. 

s.mt,, T,nvfik bas set\lCd as I Director of STAR since febnwy 1999. Mr. -a • ..- founded PT·l in 
Apri 1995 wl bas sencd a Cllid &mdi¥e OffiQer o( PT-1 siocc that time. Aoaa 1984 to 1994. 
Mr. 1nfik was principal owner aad m,,.., of thRe amusement mmp,aies 

._..c_,...._ 
In acconlal'OC with tbe te of the. Company's Certificale of lncorporadoo. tbc terms of office of tbc 

Board of Dirccton are divided into mree duses: Class I. whole term d apire at tbe annUJI raeetiag of 
saoctbolden 10 be bdd in 2001; Class II, whose term will QPire at the annual meetiDg of s:xkbolden 10 
be lleld iD 1999: IDd a.. au. wne term will expire 1t the annual meeting or stockbolden to be beld in 
DJO. 11ae a.. I direaors are Gordoa Hutchim, Jr. and Job.a R. Snedegar. the a fl dircc-»n are Mark 
Gadliaa. Mary A. Casey aad Samcf 'Dlwfik. aad tbe <lass m direc:lors are • pber E. ~ aad 
Aruus A. <>csoais Al cada....., meditlg of stod!bolden after tbc initial d1ssiCicati0a, the PICCCSIOrS 

IO direaors wbotc tfflD wiU 1bea Cllpire wiU be dccled to seave from the lime of dection Nld qualification 
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until the third annual meeting following election. This classifteation of the Doud of Directors may baYc the 
dl'ec:a of ddayiDg or preventing cha.ages in control or cbaogcs in mamgemetit of STAR. 

Eacb of6cu is elected by aoct serves at the discretion of lhc Doud of Din:aon ol the Company. f.acb 
of STA.R's officen wl directors. otber than oooemployec: directors. devotes snbmlllially full time to the 
affairs of the Compawy. STAR's nonemplo)'ec dirutors devote sucb lime to the affain of the Company as 
· acc:ieaary IO dildwgc their duties. There an: no family relatiombipl UDOQg any of the diredofs and 
offic:en of STAR. 

Seda 16(a) I zC::'al o...a t 1, .,_.. c,.,11,.,, 
Scctioa 16(a)ofthe Escbange Act ("Scaion 16j requin:s the Coal!paay's rmali\'C officcn,din:ctoR 

wl b ca fKiel OWDCn of more rhan I~ of the O>mpaay's Common SCodt (collecdvdy, .. lmidcn") to file 
rcpor11 of OWDmllip wt chaoga in owaenbip of Common Saodt of the C.ompuy wida die Scmritiea ud 
Exbaag,: Qnmissloo wt 10 furnish the Company with copies of all Seaioa 16 forms they file. Tbc 
Compaay became 11,bjea 10 Section 16 in coojuoctioa witb the regisualioa of its Common SCoct Wider the 
Flcbaage Ad effeai¥e Juoe 12. 1997. Based soldy oa ics reYiew of the a,pies of sucb fonm received by it, 
or written rcpn:scntations from certain reporting persons that DO repol1I on Form S wen required for 
tbosc pcnom. the C.ompaay believes lhat its lnsidcn complied with al applicable: Section 16 6liag 
requiremeau duriaJ lCJCJS. 

.... IL Ewc:wdwC111,11HC• 
1:wamwc,,. ,._ 

ne followiag Summary CompcaDlioa 'Dblc: sets fonb the CIOUlf Cl IKiOII aracd bJ STA.R's Cbicf 
~ OftiCler wt four other aeaaliYe officers wbo earned (or woald bawe canted) salary ud bonus io 
cmet1 of SlOO,OOO for saw:a raden:d ia all capacities to STAR ad its albsidiwia (die '"STAR Named 
Officasi ror c:ac1a o1 die -aa years io the three-year period ceded Deccaa 31, 1998. 

SUMMARY COMPENSATION TASU ........ 
C I I ,.... ..... 

::.-= ~ AIIO-.. ...................... .... W.,(S) 9-CS) C ' • ca 

~E.f-¥··· · · · ·· · ·· · · 1998 360,CXX) 
Cllicf &cc::uli¥C 08ioer' Md 1997 3<,0,000 l)m(I) 
a- oldie Board 1996 360.,ooo 9.223(1) 

Mary A. Catey .. ........... .. .. . 1998 240,(0) 10,4'13(2) 
Paesidcac wl Secretary 1997 217.SOO 13,615(2) 

1996 lS6.IM2 l5,Q21(3) 
Dmd v... Crumly • ... ........ . 1998 3SLOOS 4,200 7,GOO(l) 

Ell:c:ulM Vice Praidcal--salel ud 1997 380,779 2S3 6.312(3) 
Malktiag 1996 298.oo2 l.014 410.000 l.202(3) 

Ja,aes E. knllnld . . .... . ... ... . .. 1 200,833 3S4 4.200 9.600(2) 
&cc::uM Va Praidelll 1997 177,o83 1.01.4 S,528(5) 
Opcncioa wl F-as,in CIUII 1996 25.000 205.000 

Kelly D. Eaal(6) .......... . .. . .. 1998 lfi0,833 259 4.200 
C1lic:f FiAIIICial Officer ... 1i'casula 1997 150.000 1.014 .. 2S.ffl(7) 

1996 12,500 LS3,7SO 



• 

(2) Comim of a car doww:e paid by STAR. 

()) ComisU of life and beahb imurw:c premiums and a car allow:mce paid by STAR. 

(4) lad.,dcs S231.00S of sales oommiwons. 

(S) Comisb of bcallh ~ premiums paid by STAR. 

(6) Ms. Eno& joiaed STAR io December 1996. 

(7) Coosists of a moving aUowaoce of $22.721 and life and bulth iasuraoce pu:mima paid by STAR. 

The following table OOftlaim informatioa cooc:erniag tbe stock opaon pull made to cacll ol die 
Compaoy·s Named Officers named below during the year ended December 31. 1998. 

Opdoa Gnats la Luc l'lscal \br 

........ , r on ......... , ...... 
s..tlills ~Mall--..... _... ............. ........... 
,g.( I ~~ .~ .......... , .... ,, .... ..... Ill= o,r...u ..... ( ...:..c (1M) ft Cl) ,.. .. 

David ~ en..ly . .... 4,100(2) 0.411, Sl6.31 2/lAJB ::42.QS4 S106,.S7S 

100(4) O.Ol'Jt S27.00 SIW8 s il"ill s 4J03 

.blllcs E. K.ollnld .... . . 4,100(2) 0.4,.. $16.31 1JLQl S42J64 Sl06,.S7S 

100(4) 0.01~ SZ7.00 SIIAl8 $ l,W8 s 4,303 

l'dlyO. Eaaa . . .. ..... 4.UXl(l) 0.4 ... S16.ll 2/l&Ql S42054 SI06.S1S 
100(4) 0.019' S27.00 SIW8 S 1698 s 4,303 

(1) 111c S.. wl IOI, 111 wd .....a f'lleS of COfflPO'•oded stock price appreciation are maodaled by 
r1*a of lllr Sermilies wt .......... Onminioo Tllcre CaD be DO ....,._.. provided to uy 
c:&QIUlle o8icer or uy ~ bolder of tbe Company's tcanies &bat tbe •'1ual seodt price 
appedalioe CMr lbe 10-year opaoa tum will be at tbe assumed s~ ad I°"' Jevcl1 or at uy ~ 
ddiacd Incl Ualca the manet price o( the Company's Qicoaaa Sloc:t appref,~ta OYer tbe optioa 
lcra ., waluc .. be rcalizied f.rom the opcioll pull made to tbe accutiYe . 

(l) TIie oplica bcc:CJ •• c:mcisable ia four equal uaual ia,e1lbncots OD Ff lf\Wy 1, 1991#, ~ 2001 and 
mz. rapcdMIJ. 

(3) 1k oplioa bo:Cl9l'S exacisablc io four equal auual iosbHrneou on February 18, 1999, 2000, 2001 
udDIZ. 

(4) nc oplioe hem• 1 rmcisable ia four equal waua1 imlaDmeats oo May 1, 1999, 2000. 2IIOI wl 
Dl2. 
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ud stoc:t units arc settled under lhe <muoous Piao. then only the oumbcr of shares actually islucd iD 
Sdtlcmeal will n:ducc the number of shares available r« future issuaoa: under this plan. 

Uadcr tbe Plan. auplo)'ccs.. outside dndors and comult.a.Dts may be awarded optiom to 
pudme shares of STAR Commoo act. SARs. restricted sbarcs and saock wli1s. Options may be 
iacicalivc saoc:t optiom dcsig.ncd IO satisfy Seaioa 422 of lhe Internal Revenue Code or noastabllOfy Slack 
opcims 1110C desipcd 10 meet such mtmfetllCDtS. SARs may be awarded in CXIIDbiutioa widl optiom. 
l'CSlricled surcs or stock uoilS. ud such an award may provide that the SARI will not be c:xo:cisable 
ualcsa the rdaacd opoom. n::strict.cd or stock uniu arc forfciacd. 

ne OmaiJus Piao is adrniaa:n:d by the Board or the CompcmaDOD C.omminca (rJle .. Adaliaisrra
llW'"). 11ae NheieishalOC' Im die~ discretion 10 determine wb.icb eligible iDdMdua.'s are IO rcc:eM 
awards; ddcnniDc the award l)'pC,. awDbcr of sbarcs subject to an award. YCSliDg requircrr.eAIS and odlCr 
k:alwa ad conditims of suda awards; intcrpm the Omnibus Piao: and make all odlCI (ccisioas rdatiag 
IO the openticm of the Oamibus Piao. 

ne c:mm:ise price fof opoom graalCd uoc1u the Oma.ibus Plan may be paid m casb "" in oinstaoding 
slma of Common s.oc:t. OpticJM may a1so be cscrciscd on a casblcss basis. b) a r..:ed&e of shares to a 
broker or by pomiaoc, eo1e. 111c paymcna for the award of newly issued restiidot shares will be made in 
casla. ff a award of SARI. Sloc:t wails or resaricfed shares from STAR's treasury is granted. no casb 
ClODlidetabOD is required. 

TIie Admiaiseraaor Im the authoricy to modify, exreod or assume outstaadiD& c..~ and SARI or 
may acxq,c die cae,larm of ovts11nding optims and SARs in return for the put ol new options or 
SARs for tbe sunc or a diffctetlt aumber of shares and ~• the same or a diffcreDI CD tdse price. 

ne Board may dctcnninc that an outside dirccfor may elect to receiYe his or her aaDU&I ret&iaer 
paymc.m and ~ fees from STAR in the lorm of casb. opciom. rescric:ted sbuu. sud units or a me• . Mioa dlcreo(. TIie Board wil decide llcJW IO dclcrmiDc tbe number wl tertel o( the opcioa. 
rauiclcd llma or Slack uDilS IO be g,lUllcd to OUlside diru'lon iD lieu of amwal m;.,iiDas and mcccill& 
fca. 

Upon a dauF iD c::oatrol. tbe Admiailtra&« may dctamiDc tut an opcioa or SAR will become fuly 
cmcisable • to al staares sub;cct ao sudl opcioa or SAR. A c.baQlt iD ooatn:11 &."dudes a IDaJCr or 
c ·-+t,c-• of STAR. cutaia daaap:s in tbe compositioa of the Board and acqu.isitiol , of SO-. or mcwc of 
die • C>WiAMd ,iocilag pDIIIWff of STAil's ooaaasectq S10Ct. la the C¥CDt of a 1DCf1Cf or o :ber n:iorpaizatioa. 
•NM r1iac opcial. SAits.. rc:sarictcd slwu and Slack uaits wiU be subjecl IO ~be ~ ·1DCDI of lDCIJU or 
n:orpoir,,- wt.di GUI) provide IOI' the asaapcioo of OUU1aDdiag awards b;· tbe SU 'ffllll corpontioa 
ar ill pareaa. dlcir coatinmlioa by STAR (af STAR is tbe surviving CDrl)OrllbOO • ~ed vestiag and 
aa:deallled c:xpiralioa. or setdrmall ill casb. 

111c Board may wad or ea....-c tbe Onuai>us Plan a.I any time. Amcnd•mts may be subjea to 
IIOd:ldder approwal ID lk CIIICIII , equin:d by apptic:ablc Ins. la aay n . die Oauaibus Plan will 
1e1 · se oa January 22. '1:llT/. lllllell liOOIICr tenniJaatcd by tbc Board. 

lfN Omlilt Dlndll' M PflW-, Slack 0,... ,._ 

111c Compe•f 1 1996 Ouesidc Director N<wt ..... my SIOCk Oplioa PIM (die .. l'>in:clat Plaaj w 
nli&d wl apprCMd by lk lloud of Direc1on as of May 14 1996. STAil Im ilwd wl racnied for 
ieewce • ..,epic: of 410.000 lllll'a of C-OffllDOII Slodt ~ lk Dira:1or l'ba. As of Dooeaiber 31, 
i-. 82JJOO sllua lud bca ilSucd ~ tbe Dirutor Plaa. optkm b 11.SOO sbata were ouatanc1illc 
aad 256.SOO llma mn1iocd Maiablc for fuhR grw. If aa oumanc1iag opcioa apires OI' tcrmiults 
wmcd. aka tbe sbara IUbjecl to sudl · will apin be a¥ailable for issuw:e uodu the Direcb' ..... 
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(__. Im bca iaacwd 10 SlfiO..OOO) aad an optioa to purchase 153.7.SO wres of C.'ommoa Stock at ua 
rmc:ile price of SC.GI pu share. 11le apu:mclll also prcwidcs that Ms. Enos wiD rec:dYe a sevetaDCC 

PJ M cqaa1 IO ck U1111pC eatm wbidi die would have recciYed under tbc rem. i,aiQg term of the 
.. IUICIII if * ICUDUIIICI tbc apmacal as • rauk of STAR'S default or ils IDlleno! obliprions and 
dlllics adcr die acr, er aoc or if a is tcrmimled by STAR without came within rour mo libs after a Sale 
li-eotlflll 

la Sc:.- elbc, 19Sl6. STAR calCn:d iato aa employmeoa agreement with James E. Kolsrud. pursuant to 
wllida Mr. Kolsiud bc:amc l:Jr.c:cuti\'C Ve Prcsideol-Opentions aad EogiDeeriDg. The apcemcnt 
pnwidct. for a lWtbly salary of Sl6.667, an optioa IO pu.rcbase 205.000 shares of Common Stock punuaaa 
IO lbc 1996 Supplemeatal Stock Op6ma Plan at a price of S4.00 per llwe. reimbunicmt Gt of reaoaablc 
~ cq, CDfCS iDcwrcd UI aNIDCCtion with Compar,y businca. aad friap bcr.dits accorded to 
~ of STAR a& delctmincd bJ tbc Board of DiRclors. lo the event uf lenaimtii.JG punuaat to tbc •< ,.111. Mr. IColsrud sb.all be earidcd to receM C01:np:nsatioa acaucd aad payab e co him as of tbe 
d.lllC of his lafflPe,ticJG or dcada, aad all Olhcr amouDIS payable to bim UDder tbc ag,crmcat sball 
dlcmlpaa c:ew. U Ilia Ulploymclll is tcrmiDated in CIClbiD circumstanccs within bar m.lDtbs after a Sale 
'U:•Nertic• 1ka Mr. Kolsrud sball ClOGtmue to m:e.iYe 1bc c::ompusalioa provide~ ill Ill~ agrecmeot UDlil 
die apinlioa of Ille agrermeaa oa December 31, 2(D). 

.... 12. Seuwity Ona I;: .. Ca1ala ••Ck:W Owaffs ud Me I ma 

nc folowmt table 1CtS fonb certain iol'onnation known to the Company reprdiD& beneficial 
oa.DCi• of die ·s C.oaaoo Slock as of Marcb 17. 1999 by (i) each pera1 wbo is aowa by 
STAR ao on beac6c:Plly more tllUl five pcrceo1 or the Compaoy's Commoa Slock. (ii) eadt of tbc o.,__,., clnaon. (iii) eac:b oldie Named Officen. aad (iv) all c:urrcnt officen ud direclOn as. group. 

... ~ Capit.al(3) .... . ....... ...... ..... . . . 
Cionioa Haldlias. Jr.( 4) ...... ..•.. ........ ... .. . . . 
Jolla R. Socdepr(4) .. .. ...... .. .. .. ... . . .. .... . . . 
Mart <ictsbica(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Ar.as A. Cheloois . . .......... . .. . ...... .. . .... . 
Cbrisaopbcr E. ~S) ...... . . . .....• . . .... ... 
Mary A. ClllliC)' • • • . . • . • • • • . . • • • . • . . . . . •.•.....••. 
Dawid Yaua Cnuat,(6) . • .. • . •... .... . .•...•... ..• • 
Jaaaes E ICollnld(7) . .••••.•...• .. .•. ... ....•. .•. . 

~ D. Eaal(I) . . . . . . . . . . . . . . . . ... ... . . ... .... . 
Saale,-~· · · · - · ..... . ...................... . 
Al dilecaon 111d c:cecutive offiClm as a group 

(10~)(9) . . . . .. ..... ········· . .......... . 

S..-1 , ... 
o...1(1) ...... ~ 

7,73718) 13.S" 
l • 
uuso • 
10,250 • 

l2.676.907 22.l'lL 
1.596.,613 2.89c 

891.416 1.6 
174,1)22 

214.337 • 
9.138.711 1S.9'lL 

24,901.106 43.4% 

• Rq11n:stilb beneficial OWDCnllip of lea au , ... of the oaaa,,..,iQ& shares ol Coaaoa Stoc:t. 

(1) Bc:edic:iat OWDUsllip is dctcrmiaed iD 8'XU'Clw:ie wo die rules of the Scaailia and Erc:baav 
0 N . . • Md iadudes • or iM'CStlllall power wida n:spcc:l lO sccuritia. 1bc address (Of eacb 
tilled dirulor wt officer • STAR 1Hr•., a rie MirJM IDt.. 223 East De La Gucm ~ Sula 
8albara. · 3101. tbe Compaoy', ~ acept as iadic:alcd ill the rootaoces to llllis 
cable wt pursuw 10 COIIM!!IUMy pope.1)' laws, the pam mmed iD tbe table ba¥C sole 
VOCUII wt ilM:s1:meal powa- wida n:apcc1 so al sbara of Common Stock. 

7 



(2) ~ocaugc of bcadicial OWDCtSbip is bwd oa S1 .369,000 slwa of C'.omo.iaD Stock oul!Ulldiag as of 
Mardt 17. 1999. The number of sbarcs of C4GDOG Stoel bc:ne6ciaDy owaed iadud:s tbe sbarc:s 
i1lualile pursuaat IO Sloct opliom wl warrants lhal are escrcisable witNa silly day .. of Mardi 17. 
1999. 

( ) R.epacaa 2,079.500 sllua of Common Sled held by West HigblaDd Capital. lac.. 789,330 shares 
of a.won Scoct held by EsleJo PutDers. 1.LC_ 2.079.SOO shua of Oimmoa SCrd bctd by Laag H. 
Gataard. l-.S)9,790 slwu of Coatmoa Scock held by West Higlllud Putnen. LP.. and 249.540 shares 
of O>mmoa Stock bdd by Bunoawood Pu1nets. LP .. as rq>Of1Cd by Wat Higblw. C..,ital, lac. iD its 
ScbccWe llG filed widl tbc Securities aad Excb•nr Corncnission oo Fel,nwy 11, l.. . . 

<•> Olmists eaardy of lbares of Common Stoct iAuablc upon abc rmase of stock optioas aen:islble 
wilaiD sixty days of Marcb 17. 1999. 

(S) Mr. E.dgcc:omb cfirdans beadicial ownership wilh respea 10 4,100 shares of Oimrnoo sioct. 

(6) Comis1s of 731,666 of Common Stock. and lS3,7SO slwa of Common Sloct isluablc upoo tbe 
exercise: of sud optioas cx.ercisable wilhin sixty days or March 17, 1999. 

(11 Comists of 101.2SO sbares Commcn Sloct. 20 1/7 shares of Common Stock bdd iD joint tenancy 
and S2.21S shares of Qimmoo Stock issuable upon the exercise of stock op(JOOS exelCisable within 
silly days of Marcil 17, 1999. 

(8) Owistt of 96,720 sbues of Commoa Sloct and 117,617 shares of Common Scoct illulble upon tbe 
cxcn::ise of stoek op(ioas exctciablc within sixty days of Marcil 17. 1999. 

(9) Comists of 532,742 dwa of Common Stock muable upon the eia:rcise o. stock options am:isablc 
witbi.o silly days of Mardi 17, 1999 . 

... ll. c..tala ...... .. ..... Wed 'ln•Sldioa 

n, = ct1, .. ffltla o.uwe Dlndon 

Prior to its acquisitioa of UDN STAR provided semces to Digital Network. lac. ( .. DNI"). a ·wbolly 
owned 111bsidi1ry of UDN. Jolla R. Snedept. a Director, was a director and Prcsidenr of UDN. For tbe 
year ended December 31. 1998, scmc:es provided by STAR to DNI equaled approximatdy S5.S millioo. 

0a Nowembcr 19. 1997, STAR coaucd inco an agreement to acquire UDN. Al that rime. 
Mrms. Secdcpr w1 Edgecomb bcoefri1Hy owned 1 l.2CJo aad 2~. n:spcctively. of tbc O!JbUDdiag 
''°"'""°" stoc:t of UDN. In connection with its ,c:quisitioa of UDN. STAR loaned S4.S miDioa to UDN at 
market rua of interest. 

GH Astociates, an affiliate of Gordon Huichins, Jr. a Director. pnMdes coasultiD& 1C1Viccs to STAR. 
For lbe year ended Dcccmber 31. 1998. STAR paid appnmmalely $71,000 to GH Allociaaa for gcucral 
busiam a.ubiog seaviccs relating to tbe tdccnmmunicatioas industry IDd ror tbe performuce of other 

n:questcd by the Company's Olid Executive Officu, PIClideot and Board of Diredors. 

DuriDg 1998. STAR in cd SS.1 million in tbe crmmoa stock of Pae'n:c Commnnicataom.. loc. 
("helec'"). a c:iompetiliYt local e arrier. STAR's iavesamen1 reprCSCldS approximately 1911, ol 
Pllclibe"s outstanding equity ou~ at December 31, 1998. Aruaas Cbesoois. a Director, is a majority 
lllardK1ldef and the Chief Ex&lcvtiYe Oflicer of Paek 

During 1998, STAR's noo-cmployce Din:ctors wae paatcd nomaatUlory stock oprioas undet tbe 
DiRclor Plu. See "Muagcmenl--Oiftaor Com · " 



' 

'ft ft :ctf I ft I "1111 t:.mdlilt Ollcas 

Eacb ol lCdly 0. Eaos. Dffld V.U. Crumly and James E. Kolsrud ~ iaceaaJve SlOCt opciom ro 
pardmc 4.JOO dwes ol O)qupnp Seed al aa escrcilc price ol S16.31 iD Febcuary 1998, wl iacealiwc 
IIOCk optioas to purdwe 100 shares ol Coanoe SIOCt at aa cx.crcise price ol Sl7A' ie May 1998. 

Mr. ICokrud bas a 21.61' ialaaa iD lntapackt Group. loc. ( .. lalcrpadll:tj ._ direct 
laminatioo arraaganencs witb STAR r« ceruin aJUOlrics m Cem.ral and Soulh Amerb. Ouriec 1991. 
STAR purcbased satellite traNmiruion cquiprDcnl ud scmca from hlterpec:kd dariag !998 for appro. 
maldy Sl0.0 million. 

(ft f r ....... ., Diredors .... Ollan 

STAR0s Ameoded and Remaed Certificale ol lncurporatioo limils die liability r its diredors for 
mone1a1y damages arisiag from a breach ol lhcir fiduciary duly as diredors, exepc to ,· Cldeol otbcrwile 
RqUired by tbc Delaware Gcaera1 Corponlioa Law. Sucb timitatioo of liabilily Joca DOC affect tbc 
availabilily of equirablc remedies sucb as iajunc:lNe rdicf or me issia,a 

STAR's Bylaws pn,ride tbal STAR sba1I iadcmaify ill direc1D11 and officr t1 111 tbc fall«:sc c:a1eD1 
pcrmincd by Ddawarc law. i.....,... iD c:iacu1mt1ac:a ia wllicb indc -;t:.aaioa • oda-:rwisc dilcmioDary 
UDdcl' Ddawan: law. STAR

0s Im allO cldcr«:d ialo or • cotcr iDlo iadawftftl.-• ..,,,..m •1 wicb ils 
oClkicn. and direclon awaining pnwisiom dlal may require STAR. amoas odlCf ~"'!. IO .teawify IUdl 
officers and dirCdlOB .- cataia liabilili«:s lbal may arilc by rasoa of diicir ..._ or ICIYice as 
diruton « ofticen (oda dtaa liabililia uisio& from willful mkcioaduct of a aalpel* maurc). IO advw:e 
dlcir «:JIii H:, iamned • a rault of-, procee,li• apiDII diem• to~ tb«:y could be illdtm ifiod, 
ud IO obtaia direaioa' ud ofticcn' iemracc if avaiablc OD ccilll!.W!Nc ICnD&. 

STAR bdie¥ea al of die cr,nser:riuas set btb above were made 08 tenm no lea fa¥onble to 
STAR daaa could M¥e bcca obtained from onaffiliatcd dw'd parties. Al fulun: lrlftll"tnl, iacbNfinc 
loam bd«ea STAR ud ils oftim'I. diRcton. principal IIOCkholclen ud tbeir ae· on • be appnwed 
by a aajoNJ of die Board ol ~ mc::tochg a majority oldie iDdcpcadcal 1111d dilielcrcll«:d outside 
dircdon 08 die 8oerd of DiRdoa, and COGlimic fO be oa term no lea 6worallle 10 STAR ._ could 
be obcaiD«:d from uuffiiaeed daint puties. 



SICNA11JU 

....... IO die requirallCIIII of die Seclioa 1S(d) of Ille Sccuritia Ad of 1934, du Ra.pa• Im 
..., CIIIIICd diil Report 00 Fona JO.It ID be siped Ga ils bellllf by die lilldta is II Illa II DI dalJ 
...._ilcd. ill Snra 8m1ma. Califonia oa Mardi 29. 1999. 

By: /1/ KEu.v D. EHrA -----
lt.:ly D. 

Cl*{F,,...·qm 

POWEil o, A1TOaNltY 

KNOW ALL MEN BY 11iESE PRESENTS. lbal acb pcnoa wlaole 1ipa1urc appean bdotlr 
o,...iC 1111 wt app>ials O.iaeopbcr E. e.,omb, Muy A. CWy ud ICclly D. f.-. ud eacb oftbem, 
lail u. ud lawful anoree,-ilHact widl ful power of IUllltilulioa ud raut•il•klA. for bim or bcr wt ia 
lli& ar lw:r aw. place wl ..S. ill al uy .U • •pedtia, to lip aay ud al amcndmcaas to dais Report 
OIi Fona lCMC ud IO file 1W. willl • allilila tbadO, ud adlCf donNrall ia me.,,ioa daerewilla, 
wi11a die Sawflies 18d Eztn•e Ol+w • I•. lfUlial lllllD aid~ ud ..._ ud cac:b of 
dica. 6il..,.. • ......., ID do .a pafanD adl ... eway ad ud dlilll reqwilile ..S .,.,....ry IO 
lie cloal ill_.._ 1k pn · 1, • Illy IO al ialelllll wl pwpmca • lie or abe mipl or could do in 
,.... ._..,,._ .. al ·Wul · 1 • 11111 llid aaorae, ill flCI ad..-, or llil ar lier ,..,..illllC or 

C ii I ' ......, @lo ar aaae IO be doae by ¥ir1lie llenlof. 

Pmll-7 ID 1k ,cqui, • of 1k Sea.ailia Eade p Ad of 1'34. dil ltepolt oa Form 10.K ll8S 
beca lipat by 1k lollowiag pencm oa bdaalf ol lbe ._..., ia die • ape ieia ud oa tbe daaa 
fMkMed 

~ 
,. .... 

"' Oausrol'HD E. F..ooaX>N8 
Chief~ Oflk:a 8Dd 

Olrislopber E. Edpanb 
Director (Priacipal Executne Man:b 26. 1999 
Offic:er) 

JI/ M.uY A. CAssv 
Presideot ud Director March 29, 1999 

Mary A. Catiey 

JI/ IC.a.&. Y D. ENos Oiief FIDIOCia.l OOiccr (PriDcipal 

KdlyD. Enos 
Fmudal Off,cu and Marc:b 29, 1999 
AccowltiDg Offic:er) 

/1/ GoaooN HlllOtlMS, JR. 
Dircdor Much 29, 1999 

hi JottN R. 
Director Muell 29, 1999 

Jolm R. SDedcpr 



11111 .... 
~ 

"' MAaK GPsHIEJII Diredor Mld26.1999 

Malt Ocallica 

"' AaUMAS QIEsONtS DirecU>r ..-41dt 29. 1999 

Anam Qc,oois 

/II SAM£a TAWFIK Oin:aof Ma.rd! 29. L999 

Same,' 1)awQ 



.... 14. llel I Ill, flllwW SW rm IRS Sm t I r, _. Reports• ,-.. 1-L 

(a) DoallDCOIS filed as part ol this Report: 

...... 

(l) loda to f"muc:ial SC11e1DC0ts: 

Repcwt ol lndr:peadeaa Public Aa:o0D11D1S . . . . . . • • . • . • . . . . . . • . • • . . . . . . F-1 

Coa,owlMed Balucc Sbccls ol December 31, 1997 ud 1998 ... .. . ........ P..2 

a-,tidato:d SCIICalalll ol Opmliom for tbc ,a.n eaded ON ... r 3.\, 1996, 
1997 aad 1998 • • • . • . . . • . . . . . . . . . . . . . . . • . . . . . . • • . . . . . • . . . . . . . . • F-3 

Cormolidalod Stalemeau ol Slodrbolclrrs' Equily for dllc ,an aided 
ON ember 31. 1996. 1997 ud 1998 . . . . . . • . . • . . • • . . . . . . . . . • • . . . . . . . . F-4 

o.soticllMt'd Sta1Cft1Cftt1 ol Cash Flows for die ,an axtcd Du i, .. cr 31. 1996. 
1997 ud 1998 . . . . . . . • . . . . . . . . • . . . . . . • . . . . • . . . • • . • . • . • . . . . . . . • F-S 

Noles to Consolidated f"maacial Slalaneats . . . . . . . . . . . . . . . . . . . . • . . . . . . . . f. 7 

(2) ladca co Fillw:ial Sta1ement Scbcdulcs· 

Report ol (Ddc:pcodcae Public AaxM1ncaats on Supplem • •' Sdledlllel .. . . . . . . . >l 
Scbcdulc lJ-\Wuatioa ud QualifyiDc Ac:ciowMs • • • • • • • • • • • • • • • • • • • • • • • • • >2 

(3) E1bihi1s: 

1-....r Dr.a\ 1 

2.1• AIDCDdcd ud R.estMcd SICJdr Agrcrmall and Plu ol Meqct· dated as ol 
NcMaibct lO. 1997 by and amoeg lbe Rqiar.uta. Big Da¥1C11 Acqoiaicioo C.orp.. LCCR. 
Inc... ud the sll.udlolden listed oo lbe sipatan: page lbaelo. 

2..2tt AgrCC1DC111 ud .Plaa ol Merge, dated as of Pbcmber 19, 1997 by and among die 
RcgistraDI. IIWIJ Corp. ud United Digital Netwcrt. IDc. 

2.3•• Sloct Pun:bnc Agn:cmc:Di dated as of llDUIJY 1:6. 1.998 by ud amoag tbc Rqisuaac. 
T-Oac C.orp. and Ulla Mibti.. u 1mcodc:d 

2.4• Ameadcd ud Resulcd Apcemcal and Pia ol Mager dated as ol August 20, 1998 by and 
amoag tbe Rqistrma. Siem Acquisilioa Co., Ille.. PT-1 O>cnm•PliCBtiom. IDc. and tbc 
SCodiholders lillcd oa lbc sipature page lhcmo, (tbc .. PT·l Merger Ap'crmcatj. 

2.Stt f"ana AmeodmcDt lo lbe PT-1 Me,gu Apccmeo1 dated Seplember l, 1998. 
2.6tt Sccioad AmcadmeDI to lbe PT-I Mager Apcemca dated Dc:cember 29, 1998. 
3.1.. AIDCDC1cd ud Reseated Certificate 1-,orporatioa of tbe Regisarant. 
3.2.. Bylaws ol tbc Regisadllt. 
U t Specimen Cammon Stock catificalc. 

4.2t Rqisuatioa Rigbls ~. daacd Scplembcr 24. 1996. between tbc Rqjsuant ud the 
iow:sl(n UiDcd tbemo. 

4.3t Regisantioo Rights AgRlcmalt. dated July 12, 1996. bcC'wecD tbc RcgilfraDt and the 
iaYesuw named therein. 

4.4t IJM:StOr Riglaa Agreement dated July 2S. 1996. between tbc Rcgisarut and the imesiors 
named tben:.ia 
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...... Dwa""· 
10.23t Uoc: of Credit Pronuao,y Nore bdwc::en lhc: Rqistranr ud Cbrislopher E &lgecomh 

cbtc:d Nowcmbc:r 7. 1996, as amended 

10.24t OffJCIC Lease Agrcc:mc:ot ~n lbc: Rcgistrut ud 8aaty Hills <:ealer U J:. effective as 
oC April I. 1997. 

to.2S•• Oectit Agreemc:Dl dalcd as of September 30. 1997 amoag tbe Rqistrul. f•anrial 
iosaitutions pany tberdo ud Sanwa Bank California. as amended. 

I0.26•• Office Lease bdweeo 1k Registraot. Hudson Telegraph ADOCiata ud II IDC'l icaa 
C.ommuoicatiom Corp.. as amended. 

10.21• • AmendmrDI Number Three to Employmcn1 Agreement between tbe RqiluM.. ml Mary 
A Ca$C)' dalcd as of Juty I, 1997. 

J0.28.. Ameudmc:IM Number One to Employmc:ot Agrc:cmeot between tr. Rqillrant and ICdly D. 
Eaos dated as of November 12. 1997. 

10.29•• Amc:odmcat Number Oae to F'U'Sl Rata&c:ment of Employmall Apeemal bdwcea the 
Rqjslrant ud Jamel Kolsrud dated as of JUDC 16, 1997. 

Jo.JOU Amendmeal Number 0ae 10 Employmcnl Ap'ecmcn( bdftCD tbc Rqiluul wt Dmd 
YAwa Crumly dalcd • of Ncwaabcr u. 1997. 

IQ.JJH F'UII A•--· 10 Ameaded ud Raaatcd 1996 SUx:t IDcaltiYe Pia 
10.32•.. Apcalclll dlled as of Decc11•c, 1. 1997 between I.be Rcgistr1Dt 111d Nortel Om 

Netwo.t S,.... GmbH & Co. KO. 
IO.Jl•• a.a..g Ag1caaeal between the Rcgistrut and Nortel Dm Ndwor1t s,stam OmbH & 

Co. KG. 
18.34 ° GuarMlee Agreement ~ tbc: Rc:gistraol and Nortel Dm Ndwort Syslems GmbH & 

C.O. KG. 
lo.JS•• Nole wt Security Agrmneat dated as oC Deccmbc:r I 8. 1997 bc:tweaa tbe Registrant and 

Naliom8aac Lcasiag C.orporatioo. 

IQ.36.. Amcadmcnt of Lease dated u of September 30. 1997 between tbc: . 1'1111( wl Hudloa 
Tdc:gnpb (rdcrcac:e is hereby made to Eahi>it 10.14). 

lG.37 laccntionalty omitted. 

lo.JS.. Lca,c Agreema11 dalcd Juty 29, 1996 between lbe Rqislraal wl lek 01 •••icaticw 
F'IUIICIC Group. 

tur• Prcaissory Nole issued by Chrislopbcr £ Edgcconllb ia favor of die Acplrul dlled 
Ncwcmbct 26,. I 997. 

JO.«)•• Stod: Pledge Apccmc:DC dalc:d November 26. 1997 bc:twcea the Rqillrut. wt Cbrislopllff 
E. Edgcalmb. 

10.41° Commercial Lease dalc:d October t. 1997 bc:twcea lbc: RqisbaM wl Prioee..,.rk Gbll. 
10.42• • Commercial Leasc dated Occobcr 9, 19'17 bc:twcco tbc: Rqislrut wt WSL Weslsladt 

Licrmdaafts GmbH. 

10.43° Office Lc:asc: bc:tWl:C8 tbc: Regjslrant and Airport-Ccialcr KGHP GHeabebaa GalbH & 
Cic:. 

10.~.. Lew daacd No¥embc:r 19, 1997 between lbc: Rqistrant ud DIFA Deuc.dae 1mm Hitn 
11>adl~ 

10.45• Sccoad RcstateotcDC ( Employment AgrcelDCJlt between the C,ompany ud James Kolsrud 
dated as July • 1 
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STAil 1"El.£.C'OMMUNICATIONS. INC. AND SlJ8SIDIAllD'.S 

N01ES TO NSOUDATfD fffWIICIAL STATEMINTS (C+-41 1 f) 

DE.COl&D ll. .,,. 

2. SUIOIAaY OF SIGND'ICANI' ACCOUN11HG POI..K.'ID (C-.1 f) 

TIIIIISMIIIOn of Fonign Cuno,cy 

Maoag, mtlll deCctmiDc:d that tbc func1jooal aarreacy of its forcip IUbsidiaries. o bhg ill Gamua 
Pilmdiuy. is tbc U.S. dollar. Thus. al fon::ip transbtioe pim or laues. wbicta were iamlaial b tbc 
years cadcd December 31, 1996.. 1997 and 1998. arc rdleclcd iD tbc raaks of operalioa •a ..... ,_..., 
of olbcr income (cxpcnsc). On July 1, I due 10 lbe fad that GmbH became 9df Alffie i, ,c as• 
operatiag entity. I.be Company chaqcd lbe fuoctioaal cuncncy from Ille U.S. dolu to tbc Gcnua amt. 
As a result, tra.nsbJion effects of this subsidiary aher July 1. 1998 arc rdlcacd as ocher OOlllp'chi:usM: 
income iD 1.be COniOlidawt sutcmcacs of stoctholdcrs' equity. 

The foreign subsidiaries' balaaa: sbeeu. exdudiD the German sut.idiary. arc uanstawt into U.S. 
dolla.r5 usi,-g I.be -end excbaagc mes QCICJJI for pcepayl8CIIIS. pcoperty. otba loag-cerm wts.. wl 
Sloctholden' equiry aa:iouau. wbicb an tnnslated at rates iD dlcca wbaa tbese Mw cs were origiDaDy 
recocded. RcYcoucs wl op caRS arc tnmlated ~ rates during me year aa:pt b depec:iatioo 
and amortizatioa. ,wbicb arc tnoslated at bisloral rates. The Gcnnu aibsidiuy's balanc:c lbect .. 
Dcccaft4' 31, 19!18 is tn•wt iDto U.S. dollan using tbc year-end evtsa.,. nre mpc for stoct.bolclcn' 
equity aa:onats wbida arc trusbced I rates iD d(cca wllt.ra these ._._.., were oripaaDy recorded. 
~ ud c:rpcmc::s arc tramlated I average l1lfCS duriag I.be: ,a,. 

~ 
CataiD prioc" ,a, balares have bcea reclassi6cd 10 conform IO tbc aarre111 year preseaCllic>L 

1 UNIS OF caml"I' 

~ u.a of CrediJ 

Effective Sc.--,a JO. 1997. tlle Company CllCCUted u agrccmeat wi1II Samra But. CaliforDia (or a 
S2S milioa liae of acdil. wbicb apires OD July I. 1999. 1bc facilily bas cataia fmanrial and DOD-filaw:ial 
aMDUIS dial iadudc. amoag Olhcr re:suiclioes. tbc wiacenaacc ol miaimwn bas of Laagible DCI worth. 
Tbe Complay UI onmptiaDCC ~ 1Jae aweoall al Decemiber 31, 1998. Bormwiap Oil tbc facilily 
are limited to 1S pcrc:iCSII of digtic aa:ouaa n:ocmible ud are secured by albsf•otially aD of the assets ol 
tbc Ownpaay. ne credil facility provides for bonNmp at u iateraa rate bad upoa lbe baalt's COit of 
fuadJ plus l.75 pcn:icnl (7.7S pmal at December 31.1998). 1bc Compeay plans 10 me lbe aedit facility 
IO support lette,s ol acdit for womas capital or ocher general co,pora1e purpmes. Al December 31, 
1998. S19.3 millioa was oulSlaoctina ne Corapaay's availabilily Wider this credil Cacility was fwtbcr 
rCG.'CCd by SS.S mill:ioa ia lcnen of cn:dil, which were outstanding at December Jl, 1998 (see Nole S). 

The Ownpaay also bas a SI. I millioo liDe ol CRdil at its German subsidiary. 1bc cn:dil facilily bas u 
iatcmt rate of 9.00 pcrccal and may be called without D01ice. No alDOUIII was a.tt1ading Wider this tine 
of credit al December 31, 1998. 

Tbe weipted aw:ragc iatcrat rate OD sbort-tcrm debt during tbe yean ended Oeoember JI, 1996. 
1997 wl 1998. was 9.68 pcn:eac. 9.12 pcn::MCDI and 7.75 percent. rc:spcclivdy. 
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DtXDIBD JL ,,,. 

l. LINES OF CllEDIT (C-cf I~ 

~ Lina of Cmlil. ·"" SIOCkltoldtr 
The Compaay had rewoMag Ii-. of credit .... di fouadet ud cbief CIICCUliw: offia:r. TIie debt 

matured OD Marcia )0. 1998 widl Ullaal payable at I rate of 9 pacal. 'Ille C'oq,ay n,oopiwJ ialaaa 
c:iq,ew rc:latcd IO this debt of S34.000. S'9.000 ud $4,000 for tbe ,an eadcd December 31 1996. 1997 
and 1998. aupcc:tiwdy. 

4. LONG-TIRM DDT AND CAfflAL 1.1.\R oauG.\110NS 

'Ille Company fwnces some of ils 1e le c· -••oir::a«n CCl'tipmcat under c:apital lealc anaaganrets or 
tbroup ... payable • follows (dolan ill dtousuds): 

8aJllc prOllliaory DCIII: • • •••..•.. • .••• ••.. ••••••••••.•• • • 
Notes payable (or laddu.ar Rigbls of U.C. payable ia qaal1aly 

imtalmeatl of .. iacipal plus ialaell • UBOR J*as 6 penaa 
(11 .1 pac:ea1 al December 31, 1998) dlroup Ser«· nabcr 1999 •.. . 

Nole payable for ladclc Iii* Ripl of u.c. payable ill qaanaty 
imc•ftmea«s of .. iacipal plus ialcresa at UBOR plus 6 pen:ea:. 
(11.J penal at December 31. IN) dlroagb Scplembcr 1999 ••.. 

~portioa .... . ............. ·····•··• ··•· • 

..... JI, .,., .,,. 
s 904 s-

762 424 

66 47 

1.732 471 
~) (471) 

SM s-- -
MiaiaN1111 fururc pa)'IDCIIIS IIDdet capital lease obtipcinns at Dc.:embcr 31, 1998 an: folom:: 

1999 ... •. • • • . ... , .. • · · · · · · · · · · · · · · · · • · · · · · · · · • · · · · · · 
2000 . . ..... . . .. .. . . . ..... . ........... . ...•... . •..... 
2001 •.... . •..•....• . •...........• • .. . ..• . •. .. ••... • . 
2002 ..•... .... .. ... . . . .• . ... .......... . ....... . . .. . . 
2003 .. . . ... .. .. ...........•.......... . ...... . ...... . 

I CSS Aaloual ICpi 9 Ming ialc,ea ...... .... ...•• •. . ..•..••. • .. 

rat 5 

$10,187 
IG,.561 
9,468 

11JM6 
2.389 

44,251 
(6.796) 

n.m 
~ ponioa ... . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (8,181) 

$29,267 -
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Sl'AII ff'.l..f.D)IOftflONS. INC. AND suasmlAPIES 

NOTES 10 CONSOLIIMTID n:NANCIAL STA1DIIHl'S (C.5 fJ 

Df.CDOD 31. "" 

5. COMMl1MENTS AND CONTINGENCIES 

Opetwtini uasa 
The Compaay leases off"ICC space. dediclCed pnvalC lelepboae lines, equipment and olJaet ilcaa under 

various apcc menu expirina lhrougb 2008. Al Decx:iabe r 35. 1998. the llliU'IDUID aggreptc peymealS UDder 
DOO-c:w:dable operating leases are summarized as follows (in tbonsands): 

....... ..._..JI, 

1999 ............... .. ...... .... . 
2000 .... .•.. . . ................. . 
2001 ........... . ............ . ..• 
2002 . • . .•........ . .. . . . ... .• . . .. 
2003 ...•.......• .. .... . ...•..... 
'lllereaftet .. . .. .... ......•.....•. 

.......... 
Fe Is 2 

S 71,ff7 
7,786 
7.S34 
7,320 
6,.S()t 

22.600 
SS9,628 -

..... 

Sll,mJ -
OGiclc facillcy and cq.lipmcal resat apemc for die ,can cadcd Doccabc, 31. 1"" "'7 wl ... _ 

.... · •ecly Sl,137.000. $3,333,000 and SS,386,000. rc:spcdiwdy. l>esie *11 ,.._ lia c...-= -

.... aiwecly S7.<MSJJOO. S9,414,000 w1 SlA.306.000. rapcctndy, 1or dae w .... _. ii w h-lW 

.. COil ol tCfflCCS ia the ., ••• .,.. ooasotidaled lfak:mc* ol opaaw. 

~ A,f,MIIOIU 

1k OJmpi-, us c:aploJacal Iii cc -es ....,.... ON c ,,. er 31. DIP willl ..aal c I ; m ad 
caeatliwes. Some ol tbac ape cw •• prowidc... Mie-Mie• ol lilllrics. di,: CIICill of a IOI I * .. 
wilb Of wilhoul CW, '6 iu; I c:llaF ia c:oalrOI of die °"'PM'J. 0n Iii C 5 i*owdlll lar a 
.,.,._.. ol ac lease Sl,soQ.000 ia 1k ewa1 ol a dieilF ia CIOlllrOI oldie ea.,.,. 

111c Compaay CJIII • II SU6,,000, $64,000 wl SS2.01JO ol ddcued ,.... -- rde7iac ID dice 
111ecaca11 f« die years c9ded ON hr 31. 1996.1997 aad 1998, capc,c:IWdy. 

111c OwlpMy is oHiple'I wlcr VIIDa tawce lli"e Camll wida btc dieeNO carrien ID pay 
mailala 1111F c:llartil=L 1lie 0-,,., •Iii 4 I c•eo-, die . . .. walllee wiFla dlll::ec 
wadan. M . n 6lblte ~ • Dec al , 3). 1991 an: • .,._ (ia Illa, t): 

........ C JI. 

1999 . . • . . . . . . . . . • . . ...• . .. .. . • ........ . ••. . . .... 
2000. . . . . . . . . . . . . . . . . . . . . . .. .. . .... .. .. . . . .. .. . . 
21DOI •• ••••••• • • • •• • •• • ••• ••• • • ••••••• .• • • •• • • • • • • 
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STAil TELF.COMMUN1CA110NS. INC. AND SlmSIDIAIUES 

NOl'IS 10 CONSOUDAffD PINANCIAL STATEMENTS (C-,5 1 I) 

DECEMBER 31, 1"' 

5. COMMrlMENTS AND CONTINGENCIES (Coacilmld• 

Tbc Company siped a S8S millioo agreement with Qwat Commuaicatioos lalernariooal, Inc. 
,..()west .. ) to pwdme the long-Ccrm rights to use capacity OYl:f ()wc:sr's ~ necwort ow:r a twcai,
ya, period. la addicioa. in NcHembet 1998. the Company sipcd an IRU agreemeaa with IXC Com1111111i
Cll:ioa. lac. ( .. IX ) and has a commitment 10 purdme S20 miDioa ol capacilY oo IXCs U.S. baled diplat 
61,a IICIWOrt. These cxwnmir:mentF are noc iDdudcd in tbc aboYc table. 

Lep/Mt111en 

Tbc Cocnpaay is subjed to litiptioG from time to lime in lbc normal c::ourte olt-asinas AIIIMJugh ii is 
DOI poaiblc to pmlicl the outcome of such litigation. based oo the facts ltDOWD to die C.ompuy and afta 
c:oeemtioa wich ooumd. man,gra,cor bclicva that such litiptioo wiJI DOI ba¥e a material adwale dlcct 
cm its fiuncial positioG or rcsu.lts of operllioos. 

0a Sepkmbet 4. 1997, prior to tlle ~ belfteD CEO and the Company, CEO catered into a 
ICttJemeal agrcemcat witb the CoasumCJ Scmces Division ol tbc California Public Ulilitics Coanmioa 
("PUC"). Tbc agreemeac settled the allep:d unauthorized swilcbiag or long-di.uaDce customcn to CEO 
bdweea tbc years 19'JS and 1996. It iGdudcd paymcaa ol S7Ci0.000 to lbc PUC for racitutioa to lfledcd 
customef'S as ddined ia the agrecmcaL Addicioaaly, CEO apud 10 a YOlualuy raocatioa of i1s 
opcn&iag aulllority in tbc Seate of California. Under the agreement. service I<, al Calilonia customers bad 
10 be cumillatcd withiA 120 days after approval of the agrumeot by tbe PUC OD NcM:mber 19, 1997. die 
PUC approwied tbe agreement along witb , tnmfer of CODtrol to STAR. 

0a NcM:mber 15, 19'n, CEO settled a civil suit witb the Disrricl NJarDcy of Moalerey, Califonlia for 
a IDOOCla,y paymc:a1 of $100.000 and various noo-mooewy (X)i"a enioas as ddiaed in the agrmDCIII. 1'lllil 
suit was of tbe same nature as the aboYe xtion of tbc PU and aMrS cocnplaiao from tbe years 1994 
throup 19'T7. 

Leam of Credil 

Al Dcccuwr 31. 1998. 1bc Company bad 18 llud by lctlcn of credit oubhnctms. wbicb expire 
~ January 6, 1999. These letters ol credit. wtLicb are putjally secured by die but liDc:s of cn:dil. 
totaled appcOl:imatcJy ~ 7 million. 

6. u:IAffD PARTY TRANSACTIONS 

Tk rou.ier and dud esccuti¥c officu of the Qxnpaay OWDS Siar Aao Scmccs, Jae. ('"Scar Aero 
Siar Aao's priacipal rcpmca& airplaoes whicb it provides to Ille C.ompaqy for t-ninta tmd cm an 
as DtCCled ti.is. la retUl'IL Ille Company pays for a,sas related 10 tbe airJ)laacs. Star Aero reimburses the 
Compaay for 001aia cmas rdaliag 10 the naaialenaacc of tbc plaDeL For the ,an eadcd Dcce.abcr 31, 
1996, 19'T7 aDJ 1998. the c.ompaay p.i,d S68.000. 171.000 and SO. rapcdilldy, in a,as rdatcd to tbc me 
of Star Auo semces. 
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STAR TEUCOMMlJNICA110NS. INC. AND SUBSIDWUIS 

N01ES TO CONSOUD.\TID FINANCIAL STATDIINTS (Cwci edl 

DICDOID ll. 1"' 

6. UIATID PAlnY 1'&\NSACl10NS (Cwcl S) 

Duriag 1997. the Company prowidcd a __.-term Iola to the cbid rmdive oliccr lor Sl.OOOJIOO 
n.e loaD carried ialaat of 7 pe,uar per annwa. was ICCUICd by SJ0,(0).000 of the IIOC'tllnkler'l llext ia 
tbc Ccalplay. aad WIii repaid in sc,a days. Durillt 1998, the Company paid for m1aa CJ111 C I for dllis 
iDdividual. wllidl arc fO be rcimbuncd to die Company rauJtiQg in a reoei,abk due to tbe Cmip,ay of 
$164,000. al Decrmbcr 3L 1998. 

During 199S, lhc Company UM:l1ed $128.000 in a a,mpany related to aa aDJ*,jee of STAil During 
1996, 1997 ud 1998. the Corupaay provided savices 10 this compaoy in the IIDOl!Dll of $167,000, $926,000 
ud $1.89,000, respcctivdy. As ol Deamber 31, 1997 and 1998, the account receivable Crom Ibis related 
party MDOUDtC:d to S41.000 and Sll.000, rcspectMly. 

Duriag 1996. 1997 od 1998. the Company pun:based a>osu.ltillg setvica from a company OWDed by a 
board member in tbc amount of SJ.54.000. $72.(0) and $71,000, rcspcdi\ldy. 1bc Company baa payable 
to dlis a,mpaay o( $6.000 at Oeocmber 31, 1998. 

Tbe Company purdwed equipmeal and scmm Crom a oompaay owned ia pan by a.a cmploJce o( 

STAR in the amouac olSl,114,000 and S10.013.000 ia 1997 and 1998. rapcctivdy. AJ DeaMCr 31, 1998. 
the Company bas a payable due to dais rdaled party ol Sl.261.000. 

During the years eaded December 31, 1996. 1 fJl/7 and 1998. the CompuJJ allo provided bag dillw:e 
telepbooe savic:c to United Di(plal Nctwolt., lac. ('"UON'"). a compuy coalraled by uotber board 
member. in die 11DOUD1 ol S?S0.000. Sl.141.000 and SS.486.(0). rapedivd:. 1bc Olmpmy also esteaded 
two loam to this company al u illlcn:st ralC ol prime plus oae pcn:eat. Al Occe ,Iba 31, 19111, 
$2..SOO.OOO plus acaued inler'eSt of S28.000 was outshecfing UDdet tbc Iola agrcemcat ...... mu,oo 
ol recmablcs arising fnm long dibaa: semca provided. Tllae ,..,. ... were fully raened. Al 
December 31. 1998. S4.SOO.OOO plus acaued iaterat of $454.000 ns oai.UNing Ullder die lou apce· 
me111 .._ Sl.129.000 ol rccci,.ablcs arisiac from loag diswace savica provided. None ol dlae reccivablea 
werc rc:ICn'Cd • Oeocmber 31. 1998. as die Company consummated die merger witlt Ibis company oo 
Mardi 24. 191J9 (see Nole 14). 

Ouriag 1998. die prowidcd loag dimace ldci*JDC semce to a compaay in wbicb die 
fOWldcr w1 c:IMd' CICClllM offica of STAR and odau STAR CmpoJCCS wt board members are bnulorl. 
Duriag 1998, saviccs provided IO Ibis company amowated 10 $4,931,000. Al Decenlber 31, 1998. tbe 
Compeay 11M SS41.000 in f'Cefflablcs from dais compaay. 

Al Dcccmbcr 31. 191J8. die Company various reccivablcs diac: &om otber related parties in the 

- of $46.000. 

STAR bdicYa tbaa al of tbe tnnsactioos 1e1 btb aboYe were made oo aenm oo ac. ra~ 10 

STAR tbaa could baYC bca obtained Crom uoaffitiaJNf lllird parties. 

7. RISINESS COMIIINA110NS 

In Nowember 1997, 1be CoC1lpaay acquired CEO. a domestic commercial loag dillaocc aelecomaumi
catioas provider. ia a lDDSaC1ioo tbat was acxoullled for as a pooling or ialCrCIU. 1bc Company issued 
849,2CJ8 shares ol iu commoa stoct 10 CEO slwdddcn ill exchange for all OUbWldiQs CEO shares plus 
sbares ol cataiD ooo-opentina allities OWDed by CEO slwcholders ud majority ownenbip in ID 
affiliated ldqlbooc ~uiler COIMl'Ollcd by CEO. 
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STAR TELECOMMUNICA110NS. INC. AND SUBSIDWUF.S 

NOTIS TO CONSOUDATED FINANCIAL STATEMENTS (Coadned) 

DECEMBER 31. 1991 

7. IIUS~S COMBINATIONS (Coadaaed) 

Oo March 10. 1998, the Company acquired T-One, an inlcmaliooal wholesale long distance teJccom. 
municalioos provider. in a ir.umc:lion accounled ror as II pooling or in1crests. 1bc Company issued 
1,.353,000 shares of ilS common stock 10 the T-Onc shareholder in exchange for all outstanding T-One 
shares. 

The xcompanying consolidated ranancilll stalements have been restated 10 include the 6uocial 
position and results of oper.uions or CEO and T-Ooe for au periods presented. 

Rc:veouc:s and historical net income (loss) of STAR. CEO and T-Ooe through the dates of acquisitions 
are as follows (in thousands): 

RcYeoues: 
ST.AR •..... . . . .. ....... . ............• 
CEO . .. .. ...... . ... .. . .... . ... . . .. . . 
T-ONE . ...... . ........... ... ........ . 
ElialiDatioas . . . . . . . ... . .... .. ...... . .. . 

1btaJ ...... . .. ........... ... . .. . ... . 

Nd income (loa): 
STAR .. .• .. . . ... .. .. ..... .. . .... ... .. 
CEO .•.... • . .. .. .. ... . .. . .. ......... 
T-ONE ...•. . ............ . •...• . ...... 

1btaJ . . . . . ...•... ... . •......... .. ... 

"" 
S'>..08,086 

29.9(1S 
22,432 

(726) 
$259,697 

(6.644) 
2.42A 
(S75) 

1"7 

$348,738 $584.170 
27,460 
30.438 11,788 
(2 031) (418) 

$404,605 $59S,SCO ··---
S 5,605 

(37) 
201 ·--s (4,79S) S 5,7(8 

S 13,547 

(88) 

S 13,4S9 

RcYeoues and net income (loa) subsequent 10 the dales of acqujsitioas a,e induded in the STAR 
balances abcwe. 

0a l'ebruaty 4, 1999, the C-Ompauy completed ill acquisitioo of PT-I and on March 24, 1999. the 
C'.ompaay c:oosmnma1ed the merger with UDN (see Notes 13 and 14). ID c:oonedioa with tbelc acquisi
tiom, the Cocnpaoy bas capitalized approximately $4,D).000 of merger rdaled COAi wbicb are included in 
prepaid cxpcnsea in lbe accompaaying aJDSOlidatcd balaDce shcel at Dcc:ember 31, 19')8. 

I.INCOMET~ 

The ~pany aa::ounu Ci ~ taxes in IMXOrduce wilh SPAS No. 109, "Acx:ounbng for Income 
'Jues." under wluch deferred assets and liabilitic arc provided on dilfereoces between 6.oanc:ial reporting 
and lauble income using coac:tcd tu: rates. Deferred income cu expenses or credits are based on the 
changes in defemd income lll assets or liabilities from pc:riod 10 period. Uoder SPAS No. 109, deferred 
cu assets may be recognized for temporary differences that wiU result in dedUctible amounts in futuie 
periods. A valuarion allowance ii reoogaiud if. on the weight of available evi oe, it is more likely than 
DOC that some portion or all of the deferred tu as,c1 will DOI be realized.. 

The Company bas recorded a net deferred tai asset or $3,278,000 at December 31 . 1998. Realizarioa 
is depcadent on genctating sufficient tu.able income in the futuie. Altbougb realization is OOf asm,ed, 
managcmeAI bdiew:s it is likeJy that the nee deferred lll asset will be realized. 
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STAil T'EUC0MMUNICA110NS. INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED ftNANCIAL STATEMENTS (Coall111e~ 

DiCDIB!R 31, 1"8 

L INCOME TAXES (Coadned) 

The components of chc net deferred tax uset at December 31, 1997 and 1998 are u follows (in 
thousands): 

Deferred taxes short-term: 
Reservc for l)()IX)Unts and other receivables ... ....... .... . 
Aa:rued network costs ... . ........ ... ...... . ....... . 
Vacation accru J • • • • • • • • • • • • • • • . • . • • • • . . . • • • • • • •• 
Deferred CIOIDpensalioo • • . . • • • . • • . . • • • • • • . . . • . . • • . . • 
Aa:rued services . . . . . . . . . . . . . . . . . . . . . . ... . . . ..... . 
C>ther acxrued liabilities .. .. .. . ...........• .. . ... ..•. 
State iDCOIDC taxes • • • • • • • • • • • • • • • • • • . . • • • • • • • • • ••• 
Cllangc in tax cncthod . . . . . . . . . . . . . . . . . . . . .. . .... .. . 
Merger costs .............•.... . ... .. ... .. ........ 

Valuation reserve ............. .. .....•..... .. .. .... 

Deferred tuea long-term: 
Net opcl'llliag klll ...... . . . .. .. .. ............... . . . 
Defetrcd reDI •. • • • .. . ••.. . .••..•.••.....•....••.• 
Depreciation and amortizatioa .•...........•.•........ 

Valuation reaervc . ..•• ...• ... . ........•...........• 

l"7 "" 

S 4,215 
798 
138 
38 

T16 

392 
60 

S,917 
(1,432) 

S 4,054 
1,707 

lS7 

S1 
151 
270 

41 
~) 

6.269 

S 4,485 $ 6,269 --
S 684 S UM1 

313 
~ (3.30') 

(102) (453) 
~) (2J38) 
S (786) $(2.991) --

ID prior years. T-Ooe omlCd Det opentm& 1cm ("NOL'aj for r11111ocial llatemeat and UICIOIDC 
tu purpollCS which may be available for cany(orwards apinsl fublre iDcome. N of Dececnbcr 31, 1998, 
T-~ 1111 deductions available for cany(orward in the amouat or appm•i•nately S.SOO.OOO 11ae NOL'• 
will expire tbroup 2010. The Company also bas fomp NOL's ol appnmmaldy 15.D),000. 

The rau.l1s of operations and provilioa for income taa for CEO~ NcM:mber 30. 19'17 rdlccu 
CEO'a status u an 5-ColJl(>ralioo. The unaudited pro lorma income tua. proforma net income {loll). 
and pro ronna earaiDp per share information rcOedcd in 1be oomolidated llalemeDU ol opallioas 
-..mes that botb STAR and CEO ~ laled as CCorporatiom for aD periods Died. 



STAil TELECOMMUNICATIONS, INC. AND SUBSIDJ.ARlES 

NOTES TO CONSOUDATED PINANCIAL STATEMENl'S (c...u-ed) 

DECEMBER 31, 1998 

8. INCOME TAXES (Conthlued) 

1be provision for income tucs for lbc years ended December 31, 1996, 1997 and 1998 arc u follows 
(in thousands): ......... ....... 

IJM J"7 '"' "" "" - -r-.....;-
Current tues: 

Federal .... ... .. ........ .......... .... .. .. $280 S 4.900 S 7,146 Sl,118 S S.282 
Stale . . •. . . . ... •.. ...... . ....... .. ....... . 164 l ,147 l,9()1) 3S9 1,270 
Foreign . ........ . .. ....... .. ... .. .. . ...... 447 - -

444 6,047 9,502 1.477 6.SS2 

Deferred mes; 
Federal .. ... .. . ... . ...... .. ........ ... ... . . 133 (2,273) 278 63 (2.512) 
S1a1c • • • .•• • •. • .• . .• •• • .•• ••••• • ••• • •• •.•• (869) 143 ~) ~ 

133 (3,142) 421 43 (3.452) - -
Provision (or income laxes .. .• ... .. .... . .. .... • . . $511 s 2.905 S 9,923 SIJ20 S 3JOO - - - - -

DiffereDc:a between tbc provision lor iDcome wa and i.ocome taa al tbc mtuto,y Cedcnl iDoome 
tu rate for the years ended December 31, 1996, 1997 and 1998 are as follows (in tboaauodl): 

fMllarkal ...... 
"" "" "" 1• .,,, 

-r-........;-
Jocome taxes at tbc statulOry Cederal rate . . .. .... . . S(l,434) $ 3,()36 $8,184 $(1,434) S 3,()36 
State income wes, net of federal income tax effec:I .. (2S7) 498 1,344 (2S7) 498 
Fo(elp tucs al r tes different than U.S. tuca • . .. . . 187 (3S9) 187 
Oanga iD valuation raerve . • . ... •. . .. ... . .. .. 3,124 (1,268) 422 3,124 (l.268) 
Permaacat differeaces ..... ....... ..... .. .... 104 35 235 108 309 
EffecU of CEO S-0Jrp 1tab11 UOlil Nowanbef 30, 1997 (958) 152 
Other .............. ........... ..... .... . __Q) 26S 97 _Q!) 338 - -s 577 s 2.,90:S S 9, S 1.520 S 3,100 - - ·- - -
,. STOCK omONS 

OD Jaouuy 22. 1996. tbc Company adopted the 1996 Scoc:t fJJCCDliye Plan (the "Plan"). 1be P1aD, 
wbicb was ,mended oa Mardi 31, 1996. provides for tbc graDliDg of saoc:k options lo purchase up to 
1,476,000 lbuea of commoo llOdc and terminates Jaauuy 22, 2006. Opoom puled become rmaable at 
a rasc of DOC less dwl 20 perceol pc.- year for five years. 

Dwias 1996. dae Company Cllteted into tluu separate llOdc option agrce,nenD outside tbe Plan to 
illue 11115JJOO opcioo slwa 11 fair market vat Al De. cmtier 31, 1W7 and 1998. 820.ooo and 147,600 
optima. rapectivdy, issued Wider lbese agrecmcots wen ouwaadiac 
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STAR TD..E.COMMUNICATIONS, INC. A.ND SUBSIDIARIES 

NO'n:S TO CONSOUDATED PINANCW. STATDIEN'i'S (c...tl u 111) 

DICf.:MBD 31. "" 

0a Sepe, fllber 23, 1996. lhe Company adopced the 1996 Supplcmeatal SIOct Opcioa Pia. nil pa. 
wt.iida apira oa August 31, 2006. replaces tbe Plan and bu essco1iaDy lbe same featun:&. nc ~ 
cu islue opdoas or ocher rights IO purchase up 10 2,050.(0) sbarc:s o( stoct wbida ~ up IO 10 years 
after the date of grant. cucp& for iaccotive opcioQs issued to a bolder of more tbaa 10 pcn:cat of tbe 
coaunoo Slodt outsaaading, which expire five yean after the dale of grant. 

la Dcc:irmbcr 1996. the Company issued 174,«m optioos at $4.00 per sbare. The Doud of Din:dan 
ddcrmincd tbe ~ value of lbe December opcioQs 10 be $4.68 per man:. Tbc c.omp.ay ii rempiziag 
tbe diffcreoce between the ~ value 11 lhe dale of grant aad tbe aacilc price as CXJU41 c .. tioa 
apemc ewer the YCStiag period. 

Al Dcocmller 31, 1996, 1997 aad 1998. 2.lSS.000. 1,873,000 aad U)2S,403 opCioas. rcspcdivdy, were 
oumaactiag under lbe aarepre of tbe 1996 Sloct lac:eDti¥e Plan wt tbe Suppl"ffl' ...., SIOct Optioa 
Plan. 

0a May 14, 1996. lhc Company adopted tbe 1996 Outside Dilcctor Noaslatuaoty Sloct Opcioa Plu 
(tbe "Diredor Plaaj. The number of sban:s wbida may be issued under this plaD ape.a ezacilc of opbOD1 
may DOI exoec:d 410,(0) shares. The cxudse price of aa opdoa is ddcrmincd by die Bowel ol Din::dora 
ud may aot be lea than 8S pen:ear of lbe fair market value of tbe commoa stoct al die time of put aad 
Im to be 110 pcrceat of lhe fair market value of tbe c:ommoa stoct at tbe time of gruit if die optioa ii 
graated 10 a bolder of more tbaa 10 pen:ent of lbe common sioct outst•ndtng Al tbe dilaedoa ol the 
adminilantor, lhc options vat at a rate ol not lea than 20 percent per year, wbich may accderate upon a 
c:baagc ia COlltrOI, as ddiocd. Tbe plan axpirel oo May 14, 2006. Al Dcocmber 31, 1996, 1997 wt 1998. 
82.000, 41,000 aad 71,500 opCions. rapcc:tiYdy, were oulst•adiq under lbe Ditedor Plaa. 

0a Juuary JO, 1997, the Board of Dircdon appnwed the 1997 Omnbal Sloct Optioa lnccDti¥e Plu 
(lb: "Omni,m Pluj to replace 1be cxistiag 1996 SupplcmeAlal SCock Oplioo Plu upoa die~ 
date of tbe initial public offering. Tbc plan provides (or awards to employees. oullide diredors aad 
c:oasullaats ia tbe (ona or resaric:ted abares. stock uni • scoct opdom aad Slodt appreciatioa ripls aad 
tcrmiaata oa January 2007. Tbe maximum number of sbarc:s available (or dP!IDCC under dais plu may 
Dot exceed 4,075.000 shares, c:ompriscd of lbe 2,0SO,«m shares that were available for isalaac:e Ullder tbe 
Supplemental Stodt Option Plan. plus aa increase or 2.025,«m shares. Uadcr this Plan. optioas granted to 
aay ooc optioace may not cxcccd more than 1.025.000 common lhara per year subject IO ecrtaiD 
adjustments. lnceoliYc stodt optiou may DOI a term of more than 10 ,an from lbe dale ol pant. Al 
December 31, 1997 aad 1998, 763,()00 aad 1,651.883 opciom, rapec:tivdy, were ouuraactiag under tbe 
Omaibul Piao. 
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STAR TELECOMMUNICATIONS, INC. AND SUBSID~ 

NOTES TO CONSOLIDATIID FINANcw.. STATEMENTS (Collflucd) 

DECEMBER 31. 1998 

,. STOCK omoNs <Contlnlltd) 
Information rega,ding ,be Company's stock opcinn plans and nonqualified stock options as of 

l)eccmber 31. 1996. 1997 and 1998, and changes during the years ended on those dales is summarized u 
{ollowl.: 

December 31, 1995 . .• . ...... .. . . .. .. . . • .... . . 
Granted . . . . .. .. . .. ... •..•... . .. . . . . ... . . 
Exercised . . .......•.•.. ... ... . .... . .. .... 
Forfeited .. ..... . . .. . ..... . ... .. .. . .•... .. 

()ecealbcr 31. l '196 . . • . . . . . . . . . . . . . . . . . . . . . . . . 

Granted . . . . . .. ... .. •. . ... . . . . . . ... • . . .. 
Elccrc::ised • . . • • • . . • . • • • . . . • • • . • • • . • • • . . • . . 
Forfeited . . ... . . .... .. .... . ... .. . .... . ... . 

December 31. l .. . . .. .. .. . . . ... . . ... ..... . 

Granted .. .. . ......... . . • . . . .. ..... . . . .. . 
Exen:ised . . . ...... ... .... . .. •.. .. . . . .... . 
Fode.ited . • . .. . .•. . ••• . .• . • . . . .• .. . • • •. •• . 

l)ec)ealber 31, 1998 .. . ... • ...• . . .. .. . . . ...... . 

3,491,355 

(26,SSS} 
3,464,.SOO 

914,296 
(488.925) 
(392,774) 

3,4'F7,(N1 

1,026.925 
(1,522,649) 

(104,987) 
2,896,386 

WWI Cb•• 
.... Nm 

s -
1.89 

L9S 
1.89 

7.91 
0.89 
2.40 

3.54 

15.37 
1.57 

10.79 

$ 8.62 -
At December 31, 1998. 765,317 optiooswere c:xercisablc a1 a weighted average exercise price-of S4.28 

pa' share. Tbc options outstanding at December 31, 1998 expire in ~ y rs through 2008. 

lofonnatioo about 1tock. optiom outstanding at December 31, 1998 is swnmarizcd as follows: ...... :!?Ir: 
........ .... ., .... Olf• ... .......... ltlw, kill .......... ..... al 12131/911 S--Pltar .. 121)1111 .... ... 

Sl.46 4'¥1)29 7.37 S 1.46 2,48.615 Sl.46 

$4.00 to $6.83 883,132 7.98 S 4.69 378,9S2 $4.40 

$8.11 to Sll.94 788.000 9.02 $ 9.SS 137,7SO $9.0S 

$1281 to $20.94 686,925 9. 9 $16.66 s -
S27 .00 to $3,4.38 41,100 3 $27.72 s-

2,896.386 8.49 S 8.62 765,317 $4.28 - - - -
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STAil TELECOMMUNICATIONS, INC. AND SUBSIDIARIES 

NOTF.S TO CONSOUDATBD FINANCW. STATEMENTS (ConOrsed) 

DECEMBER 3i 1998 

t. STOCS OfflONS (0-Ciaaee,Q 

Tbc fair value or each option grant is estimated OD the date Of grant using the miaitmMD value mctbod 
ol option pricing with the followiog aaumptioos for the grants: 

Expected life (years) .......... . .. . .........•..... 
IDlaCSI nlC .••. . •.•• ...•.•.. . ...•. ... . ... . ..•. 
Volatility .•.. . •.....•...... . •. . ..... . •...•.... . 
Dividc:od yidd . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 

"" l"7 .,. 

10 6 6 
6.4~ ~ 5.2~ 

31.os, 7S.4K 

Tbe Company bas dedcd to adopC FASB No. 123 for disdosun: pwpo,,:s ooly aod applies APB 
Opiaioa No. 2S wt rdalcd ioacrprctaliom ill aa:ouotiag for its employee stock opdom. Apprarimllcly 
SSO.OOO. S88.000 wt $30,000 in oompcMltic>o cost was rec:ognaed relalhlg to romulcant ope.- for the 
,an caded Dea:mber 31. 1996, 1997 and 1998. n:spcc:tiYcly. Had compct1stlion COit for SIOCk opdoaa 
awarded wader lhac plans bceo de1cnnined based on the fair value at the dates of .,anr CIOGSileeat with 
tbe metboclolot:Y of FASS No. 123, the Company's net income or loss and buic and diluacd iDcomc or klll 
per ablrc for lbc ycan cadcd December 31, 1996. 1997 and 1998 would have rdlcc:ted lbc foUowiDg pro 
forma IJIIOHDIS: 

'"' 
Pro forma Net lncomc (Loa) .. ........ . (6.111.000) $4,957,000 $11,893,000 
Pro rorma Basic Net Income (Loa) ~r 

Conunoa Share . . . . . . . . . . . . . . . . . . . s (0.26) S 0.16 S 0.30 
Pro forma Diluted Net lorome (Loss) Per 

C'-OcnlDOD Share . . . . . . . . . . . . . . . . . . . s (0.26) S 0.15 S 0.29 

Beam,c tbc Compuy did DOC bave a stock option prop-am prior to 1996. tbc rcaabiD& pro forma 
compcmatioo coa may DOC be repn:scntativc or that 10 be expected iD futvre years. 

II. CAPITAL STOCK 

OD Febnwy 23, 1996, lhe Company sold 2,049,9M> shares of common stock to various iaveston for 
Sl,500.000 0a July 12. 1996. the Company sold 1.874,532 shares of CX)ffllDOI) SlOdt to an iovalor for 
$4,()68,000. 

0a July 25, 1996, the Company sold 2,802.446 shares of Series A preferred stock to a group of 
i1Ms1ors for S7.SOO,OOO. lo coonectioa with this tr•osamon. lbe Company and buyers of tbc prefcm:d 
Ibara eatcrcd into an iavestors rights agreemeat which obbpled tbe C'-Ocnpaay to file up to two 
..-iation llateQlents to regillcT such sh The& prdcrred shares coavertcd lo commoa llock at a 
ratio of 3-for-2 as a result of tbc public offering iD acc:ordaou with tbc ilMSIOft r:ipts apecment.. 

la June 1997, the Company c:ompletcd iu lllitial Public Offering ("IPO") of 9,430.000 sbarel of 
common stoct of wbicb &097.SOO shares wa-e sold by tbc Company and 1,332.500 sbares were sold by 
c:iertaiD ICltin& 11octboklcn. The net proceeds to the Compaoy ( aftu dcducliDa UDdetwri1iaa discowdl and 
6ring cxpcmes of 1pproximatdy $4.6 millioll) from the sale of shares was approximalely $30.9 mil1ioo. 
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~'TAR TELECOMMUNI TIONS. INC. AND SUBSJDIA.RIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Coatia•ed) 

DECEMBD 31. 098 

11. CAPn'AL STOCK (Coatunled) 

0o NOYCfflber 30, 1997, I.be Company a>mpcled I.be acquisition of CEO pwsuanl IO the tenm of the 
agrccmcal and 849,298 shares were issued for all of the ouestaadiQg shares of CEO. 

On March 10, 1998, the Company complelcd lbe acquisition of T-One, and 1,.1S3.000 shares were 
is&ued for all of lbe oulSl&Ddiag shares of T-Onc. 

On Marc:b 31, 1998, 1be Company effected a 2.05 ror 1 stock split in the nalurc ol a Slock dividend. 
The stock splil bas been re1lectc:d in lbe consolida~ financial sca1emen1S for all periods pre.,ented. 

Oo May 4, 1998. the Company compk1ed a secondary public offering or 6.000,000 shares of commoo 
stock or which S.685,000 were sold by the Company and 315,000 shares were sold by a selling stockholder. 
0a Juoc 4, 1998. an addi1ional 30,900 shares or common srock were sold by a selliag stockbokSer of STAR. 
The net prooceds to the pany (after deducting underwriting discounlS aad offering expenses) from the 
sale of such shares of common stock were approximately S14S million. 

On July 1. 1998. the Company's stockhoJders voted to amend and restate 1be ccrtificatc of iDCOrpOra· 
tioo to iDcrcase the number or shares or the C,ompany's authorized common stock from SO million &bua 
to 100 million shares. 

IL BUSINESS SEGMENl'S 

Al December 31. 1998. Star has two separately managed business o , Nonb American and 
European long distance: telecommunications. 

The accounting policies of the segments are 1be same as those dcsaibed in the signific:am accounting 
policies; ~. the C.ompany evalua1cs performance based on profit or loss from operatioos before 
income tucs and non-recurring pills or losses. 

For the year ended December 31, 19117, STAR evaluated performance based on pro6t or lea from 
wbolcsale and ciommercia1 operations, however, 1hc commercial segment represents less 1h10 10 percent of 
n:¥'CDUC. net income ud IS of the Company for the periods Pfcsen1ed. Due 10 the growth of its 
iatematiooal operalioas. senior management gan analyzing operations by its North American and 
European ICpDCDIS. 
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STAR TELECOMMUNICATIONS, INC. AND SUBSIDl,\JUU 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Coatl ard) 

DECEMBER 3~ 1998 

IL 8US1N1SS SEGMENTS (COid! •> 
Repor1able segment information foe tbe years ended December 31, 1996, 1997 IDd 1998 are as follows 

\ID thousanck): 

1996 
ReYeaues from external cu,stocners . . . . . . . ....... . . . .. . ... . 
'Interest iococne . . .•. . ..•......... • . . •. . .........•.... 
lnlerest expense . • . . . . . . . • • • • . • . . . . • . . . • • • • . • . . . . • . • . . 
l)ep('cciation and aunortizanoo . . . • . . . ....... .. .......... . 
Segment act loss before provision ror income wca .. . . . ...... . 
Olkr signifkanl non-cash iterQS: 

Capital lease additioos . . . . . . . .... . ....... . ..... . . .. . . 
t>cbl a>nvcned lO equity ....... • . . ......••... . ....... 

Scssacn• aaets ••••••••.• • • • ... . •. •. ••. . •••••.• .. .••• 
Eq,enditures for segrne:a1 assets .. . .... .. .. • . ..... .. . ....... 

1997 
~ucs fJOCD external CUIIOalCn •• • ••• •• •••.• .• •••• . . . • . 
Rew betweeo seginenlS . ..... .... .... . .... . ..... .. . . 
lllfCr'CII iDcocDe • • . • • • • . . . . . . • . . . . • . . . . ••...•.....•.•. 
hllcrclt cxpcase . . . .... ..... .. ..... .. . . .............. . 
l>epcedalian aad IIDOltizaboo •• • ••..• ..•. ...•.. • .....•. • 
Sqmeal DC& iacome ) before ptOYision ror income wes . .. .. 
Other sipifica .. IIOO-Qllb items: 

Qpilal lease adflitioos .•.• . . . . ... .. ..... .. . .. . . . . . . .. 
Property 5nanc:c:d by notes peyabie . .•• • .•........ .•. . . . . 
OpentiD& a,reement acquired through iuuance or , note . .• .. . 

Sc:peDI aaets ..... · .. . , , · · · · . ·, · · · · · · · ·, , · · · · · · · · · · 
Ellpeadilurc:s for ses,nent asselS . . . . ...........• . ....... . . 

1998 
Reveaues fJOCD external CUSIOCDeff • •••••••••••• • ••• • ••• . .• 
Rcweaac betWCCII scpncnu . . ... .. . .... . ............ . .. . 
llllerelt UICIOIDC • • • • • • . • • • . • • . • . • . • • • • • • • • • • • . . • . • • • • . 
lllllCrCSI expense .. . . .. . ...... . .... . . . ...... . .. . .... .. . 
[)epreciadaD and aaaortizalioo .. ...... . ..... .... ....... . . 
Sqimenl net iDcome (loss) before provilioo for iDc:ome taxes . • • •. 
Oda sipific:ant amt-cub iacms 

Capilal leate additioos . . . . • . . . . . . . . •..•. .. ........... 
Dq,oliC appUcd apim1 cupilal leases .. . . .. . .. .. ... . .... . 
1u balcfit related to scodc. options . . . . . . . . . . .. . •• .. .. 

Scs enc WU . . . . .... .. ........ . . . ................ . 
FJcpenditura ror segment ISSelS • • • • • • . . . • • . • • . • • • • • • • • ••• 

f.23 

..... 
"-icM 

$259.697 
110 
609 

),442 

(4.218) 

5,166 
1.200 

{)3,()54 
8,48> 

$40U0S 

492 
1,509 
4,208 

10,S9S 

6:H1 
1,890 

350 
109.170 

10,961 

$'"66,369 
16,061 
4,806 
1,52S 
9.075 

2S 172 

11.080 

5,635 
222.223 
59,738 

....... ..... 
s $259.111'1 

110 
609 

1,442 
(4.218) 

S,166 
1,200 

63,0S4 
a.• 

s S40U05 
121 321 

492 
'119 1,738 
429 4,637 

(1.921) 8,674 

3.26,S 9,m 
1.890 

350 
11,932 121.102 
2.799 13,760 

S 29.171 SS9S,s40 
34.()18 50.079 

43 4,849 
l,.303 2,828 
~037 13,112 

(1,790) 23,382 

23.136 34,216 
4,40S 4.40:S 

5,635 
149..911 372,134 
52.895 112.633 



• 

STAil TELICOMMUNICATIONS, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCW. STATIMEN'TS (C.Ch r•) 

DECEMBER 31. 19'8 

11. BUSINESS SEGMENTS (CoadlllMd) 

Sqment inform.ation for Nonh America repraeacs primarily activity in tbe United Stat~ lo 1998, 
approximately 97 percent or European revenue from examw customers wu generated in Gemwly. 

U. QUAJl'l"BllLY CONSOUDATED INFORMATION (UNAUDITID) 

Tbc following table prl!lellts unaudited quarterty operating raults.. iocludias tbe raults ol CEO and 
T-Ooe for each of tbe Company's eigbt quarters iD the two-year period ended Ocumber 31, 1998 
(amounts in thousands): 

1997 
Net sales . ... ...... . . .. . . .. . .... .. . . . .. .. . . . 
Operating incon>e . . . . . . . . . . . . . ..... . ... .... . . 
Pro fonna net incosne . . . . . . . . . . . . . . . . . . . . . ... . 

1998 
Net sales . . . .. .... .. .. .. .. . . .... . .. . . ...... . 
()peratioa UliCOCDt' • ••• •• . . •••• .• .... •. ••• • • . .• 
Net income . .. . . .. . •. . ... . . . . . . . . ... ....... . 

13. SUBSEQUEHI' EVENTS 

S 84,827 
2,561 
1,347 

$129,269 
3,922 
1,893 

s 9S.2SO 
2,871 
1.037 

$131,929 
,,944 
3,218 

$103,297 $121.DI 
3,072 2,861 

981 2,209 

Sl64.l33 $110.009 
S,648 7,151 
4,022 4.326 

Effective February 4. 19'J9. tbe Company completed its acquisitioa of Yr.I. Yr.I is a prOYlder ol 
international and domestic kiag distucc loQl telcc:ommuaicatioM IC'tviccs primarily tbroup tbe 
nwteting or prepaid phone cards. STAR issued lS.QS millioll Ibara ol STAR c:nma,on sioct and S 9.5 
million in sbon-term promisso,y noccs for all outst1octing sbates. optioal and wanum ol PT-I plus an 
additiooll 250.000 shares to ccnaio PT-I distributors. 'Ibis tADsactioa wu aa:ountcd for as a purcbuc. 
Tbe value assigned to the common sbues issued was approximately Sl56 millioo. based upon the r.ienge 
o( tbe high and low market price from August 31. 1998 through Sepkmber 2, 1998. tbe dates swroulldm& 
the finl amendment co tbe Me,ger Agrccmcnt. 

Tbc c:ocnpaoy recorded approximltdy Sl81 millioo or l()Odwill n:preseoting tbe exccsa ol fair marbt 
value OYCr tbe net assets acqwrc:d. which will be amortized ewer a 20-year period. For the year caded 
December 31, 1998. Pf.l bad revenues and opcntiog income or SSOS.4 million (unaudited) ud $2.7 
millioa (uo1udited). respectively. Al December 31, 1998. Pf.I bad total assets of $124.7 millioa 
( unaudited.) 

During 1996. 1997 and 1998, the Company provided long disl&IK'C 1etvic:c to PT-I. Reveaue from 
these sema:s amounted to app · tely S8 miUioa, S36 million and S89 mi1lioG. rcspcc:ti¥ely. 1be 
Compaay allo made I SIO . n loan to PT-1 and a S3 millioa lou to its fouader and majority 
llOCkboMcr. Aa:ouolS and other rcccivables outstanding at Ocumber 31. 1997 a.ad 1998 from PT-I and its 
fouodet amouo1ed to 1pproximaldy SI miltioo and S40 million, rapectiYdy. 

F-24 
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STAil T'ELliCOIIMtJNl110NS. INC. AND S~ 

N01"ES TO CONSOUIMDD FINANCIAL Sl'ATDONTS (COIIIII u•) 

D&CDUD 31. l"' 

14. EVDITS SIIIIS£QIJ!NT TO 1'D D.\D OI' 11IE Al:JDl'IOti' lllfORI' Ca••• 1t 1 •> 
le Fcbnaary 1999, t1ae Compaay ·•••sod a 1nNPCrioe witb Worldfbrt Qirnm 11WC1tioal lac. tbet 

calls for t1ae 6nas IO ......... as 18d • SS5 millioa 'Mll1ll ol fiber-optic IICIWOrt capacily CMr die DIii 
tbrec years. 'WorldPort wil adleQgc atf*ity oa its put-European fiber Mlw'Olt wida e ClpllCily oa STAil 
~ Detltk'blaod's Pro;ect Apolo DCtM>rk in Ocmway. Tbe CompaJ purdawd S8 lllilioe ol pu
Ewopean SlM-1 fiber capeaty rrom Wortdfon es put of the -.,ecmcat. Tbe Compeay endciplta tbis 
capacity will be :aaivaled in April 1999. 

In Febnwy 1999, the Company received a Cully uadetwritten commitm.:at for S27S millioa ia aeoior 
seaared credit fxililies from Goldman Sacbl Credil Partaen LP. ING Barinp end Dcutlcbc But fine 
also commincd to the Cacitities end will act es the Administnb\'C Agent end Documeatetim Agcat. 
respc,ctiwdy. 1be complctioo of lbe fin,Dring IS subjcd IO the m:c:ulion of definitive lolD documcDII end 
aPSlomaJY cooditions for fmancing or this type. 

ID Fcbruety 1999, the Compaay'a sublidiary PT·l sipcd a S170 millioa, 3-year exdlPlive disriJutioa 
apecmcot wilb Harold Lc:vimoa Alloc:iates. loc., a dislribulor of lobacco, pocery end coafediocwy 
products With unuel salca exceeding SSOO million. to distn'butc its New York Milliouire Pbonccard. 

On Marcia 2A, 1999, the Company acquired UDN. a tdcpbooc service provider focused oa awilehcd 
end dedicated local, and loq-dislancc, toll free and c:alliDg card servicca to multioatioul corporatioDs, io a 
tnnsactioa lbat ns ac:counled for as e pooliog of interesu.. The Company issued 1 million shan:I of ill 
ClMlmQII stOdt io c:xcbaoec for all of the sbar of UDN. Upon tbe completion ()( the merger, the 
Compeay cbaagcd t1ae name UDN to Allstar lNecom. 
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REPORT OF INDU£NDEHT PUBIJC ACCOUNTANTS 

lb the Board ol Dirccuws and Stockholders 
ot STAR 1elc:CIOCDfflunicaf ns. Inc. :and Subsidiaries 

We have audited in xcorda.ncc with generally xc:cplcd auditing standards the cnmolidaled Cawacial 
statements ol STAR Tdecommuaications. Inc. and Subsidiaries. included in this Form 10.K. and have 
issued our rq,on thetcon dated f'Cbruary 25. 1999. Our audits were made for lbe pwposc ol Conning an 
opinion on 1be • consolidated financial statcmenlS taken as a whole. The IChechalc ol valuatioa aod 
qualifying accounts is the respocwhility of the Company's management and is pmeotcd for the purpmc ol 
complying with the Securities and Exchange Commission's rules and is oot part of the basic CCJM....,_led 
financial stalements. This schedule 1w been subjcctcd 10 tbc auditing proce<.ures applied isa the audits ol 
the basic c:onsolidated financial statements and, in our opinion. fairly states. in al ID&lcriail rapcc:a, the 
financial data required 10 be sea forth therein in relatioo to 1bc basic coosotidaled 6oancial mlemcall 
cuea as a whole. 

Los Angdcs. C&fil rnia 
Febnwy 25. 1999 

S-l 

ARTHUR ANDERSEN LLP 
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S'l'A.R TBLIC'OIOIUNICA'IIONS, INC A.ND SVBSIDIAa!BS 

SC8BDULE II-VAWA.110N AND QUAUPYING ACCOUNTS 

AIDaWJt lor doubcful accoe,1111 
\br eadcd Do a&tc, 31. 1996 ..•.•••...•....... 
Yar eadcd Dra,ubet 31. 19'7 ... .. ....... .... . . 
Year eadcd Dculllll ,, 31, 1998 . . . .... ...... . .. . . 

Ddcmd ta vat IIMIII .aa.w c 
Year eadcd Dec 1111,u 31. 1996 .. . .... . ......... . 
Year eadcd Du al u 31. 19'7 •.... .. ...•... • ... 
Year ceded Dea mber 31. 1998 • • ...........• .. .. 

Reccivable from ,dated par1y 

Year Cllded ON: maim 31, 1997 .. . .....••.. • .. • .. 
Year eDded De CHIii Cf 31, J998 . .• •. . ............ 

S-2 

........ ~., 

S 298 
$6,262 
$7,234 

s 30 
S3,384 
S2,U6 

s -
$3,221 

....... ...... 
oli" n 
$16,284 S(lo,320) 
S 7,220 s (6.248) 
S 8,711 S (4,72S) 

s 3.3S4 s 
S(l.268) s 
s 422 s 

S 3.221 s 
$(3,221) S 

...... .. ., ..... 
$6,262 
S 7,234 
Sll.220 

S 3,384 
S 2.116 
S 2,538 

S 3,221 
s 



....... s .... , 

CEO lHemmawJlicatioos. Inc. 

CEO California 'D:tttowmumc:arioos, 1oc. 
ffdv.:y 0-. loc. 
T-One Corp. 
Lucius Enterprises, Inc. 

STAR 'D:le,,aDili1111icatiofts Amtra1ia PTY. Lad. 
Romborg fWdias. 8. V. 
STAR Europe lad. 

STAR leJecommuaic:acioas l>eutscblanct GmbH 
STAR ~unicarioas ffoldiaa. OmbH 
SfAR lelea,mmunic,Hiom Ftaacc Holdiog 
STAR ~unic:a1iom fflGCe 

STAR ~tioas Swilzcrtaad. S.U.J. 
Grupo lodUStrial Arvilla s.A. de C. V. 
Senic:iQa Sumor,a.. S.A. de C. V. 
Grupo 8uodaa. s.A. de C. V. 
Grupo Palab-lblcdo. S.A. de C. V. 
PT-J c, fcoa-. loc. 

STAR Net-art. GmbH 
Mon; .... s.A. de C. V. 
....... S.A. de C. V. 
Ulliled DipaJ Net'"°'* ol 'bs_ 1oc. 
Advaaced Mansi flk:!bC SerYices, Inc. 

CT'N-Oasrom lHe COi...,Naticalioas Nchftxlt ol Arizoaa, loc. 
STARJapaa.1oc. 
Aliaa Denet, loc. 

Uailed D;aital Nee.wt. Inc. 
..... _ lb ht +acia. loc. 

l'T-1 Lo.a~ IJIC.. 
fT-1 ......, .• f. lac. 

fT-1 Hn41i p u. Inc. 

Nati- I idc ~ fDc. 
PT-I ft,, : cud,, LP. 
....... SaYica. LP. 
PT-J Ctr . wiioaa Puerto Rico. loc. 
PT-J Coawweit:atiom C.anada. lnc. 
.._.__ Scniccs, Inc. 

&ar,oue.. S.A. de C. V. 

~ ........... 
Califonua 
Catifonua 
Califonua 
De1lware 
C,aJifonia 

Austtalia 
Nabedaads 
Unired,c.,.._ 
Ge._, 
Ge._, 
Fraacc 
Fraace 

Switzataad 
Mexico 
Maic:o 
Mexico 
Mexico 
New Yort 
Gamaay 
Mexico 
MQico 

1bas 
Arizoaa 
Arizoaa 
1.-(51~) 
laplll ($Oil.) 



EXBIBff 23.1 

CONSENT OP INDEPENDENT PUBUC ACCOUNTANTS 

As Yl'iepc«RDI public ac::counlUIS. we hereby consent to the iDcorporalioa bJ ldclmcc of our 
reports daled Fdx1ialy 25. l999 included In this FonD 10.JC, iolo lbe Compufa prcvioully filed 
Rqisuatioa Statemnns File No. 333-29681 and 333-32083 pet1&inina to STAR 1l:lcmi11m111k:etica, lDc. 
1'97 0 has SIOCt laceDlive Piao. 1996 Stock loceative Plan. 1996 Oucsidt DireClor Noa Slabetory 
Sloc:t Oplioa wt EmploymeDC/Coosulling AgreemenlS. II should be noted tJw we bave no1 audilcd any 
«-ee ial l&alCmeldl of die Company subsequent to December 31, 1998 or pa1ormed any audil procedures 
11._.,.er• IO die dale of our report. 

Los Aagdes. California 
Mardi JO, 1999 

ARTHUR ANDERSEN LLP 
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SfAR TELECOMMUNICATIONS, INC. AND SUJmDIARIES 

TABLE Qf CQNDNTS 

PAJlT J. FINANC1AL INFORMATION: 

1 .. 1: Fialcw Scatemenb 

3 

Coadensed Consolidaled BalaDce Sbcccs As Of 
December 31. 1991 And March 31. 1999 (unaudiled) 

Coadensed Comolidared SCAII INID OfOperlbOIIS for The 
Tine Month Paiods Ended Mardi 31, 1991 ADd 1999(umudited) 

Ccaclcnsed CoasoUdlred StalcnNIHO OfCash Fl For The 
,,._ Maedl Periods Ended Mardi 31. I ADd 1999 (unaudiled) 

Item 2: Maaaaema,t·s Discussion And Analysis Offinlocial 
Condition And Results Of Opcndons 

Item J: Quaadtltivc And Qualimivc Disclosures About Marta Risks 
17 

PART IJ • OTHER INFORMATION 
II 

2 

4 

7 

12 



I 

(la-.a ........... .., 
D ..... 31. 

I"' 

C...A-= 
(II a o 

s 47297 s 21.J65 
135 1.117 

100.411 107.lilS 
765 1.410 

43..., 46.906 
192.755 - 171.00J 

~-cq ·s cat ac1 170.952 235.611 

OlfmA-= 

lD7.l 15 

'!'" 17&!?5 
s nysa s flY74 

0.-1.JatZ-
........ "'cndil s 19,lJO s 4.1. c..w,.._e1 .... ...,. +61 ti IQ.2J3 16.137 
A+ 1 ..... 44.121 67.4%7 a.. ..... .,, 19.J91 CUii ........ ..,.. 16,.tll.J 
Amall-.1:cas ~lO 19.7.M 
D11411N,..._ JS.627 T•wwn·, 146,!IZ 263.716 

..... T_ I hi lllim; ·--1,rs ·, 1 .. otwponiaa lt. )Ull a..-. ..... D" Ja!S 07I 
T ......... s,n- )l.0,, ya 

9eet $ If I ii' 6'1i!.,: 
0 s.dl UOI ,...-..: 
~ II .... 1 .......... 43 SI 

,ACM 1--Cllfilll 207.464 363.915 .,..... 
(2.616) 

A I ..... .. I he illcaac (loa) ,a (1 ,934) ,... ., .... .._aar:ldeoHa (l.5S9) • I tdl6cil l1!i1°'2 '".6$7) • TCIIIII........,.....,. 195~90 336.207 
TCIIII Uallililia ad aoc:tboldas' cquilly s 374.651 i 631.674 

Sec Clllml*l)lalJ ftOll:I to the madmlOCt comolidad l1AIDCial .. .. 
) 



STAR 1"ELEC018111N1110NS. INC. AND SlJlmDIAIUES 

CONDENSm COIISOUDATED ffATDCEHJ'S OP OPDA110NS 

IN 1999 

lacame (loss) from opcnllions 

1acaac (lout before ~isioo {balcfio 
lor lacloac taxes 

,-I I (baldil) lor illcoac taxes 
Ncl lacaac (loa) 

8aic .... (loa) per-..c 

o-..d lacaac (loa) per lblrc 

s 

s 

s 

s 

136..SS7 s 

116.111 

13.660 
2.ISO 

314 
13~3S 
l@ 

205 
(719) 

060l 
!7442 

U7I 

1~)4 
1.344 s 

0.04 s 

O.Gl s 

Seeec: p ,,-. ... eo-.conct t c111M Et a •&will• -. .. 

22U09 

192314 

31,46S 
1.130 
11442 

234.SSI 
(6.)42) 

"129 
(1,213) 

s~12 
12z'!Sl 
(1.147) 

s1m:2 
q.ss21 
(0.14) 

10.14~ 



STA1l 1'II.EaWIIICA1' DIC. ARD SUIISIDIAWIES 

<DIIEtiii•OWPI 9\1DSTA1'Dml'l'S0f CASH FLOWS 
(111 t 0) 

C.Flows Fiaa O"';,-,-. ,.. .... , ... 
,1\1 I I •.wile•iacmac(lml)• ..... ,.......,..,.,..aclivilia: 

D p 5 • ad rr lizaio.. ..... __ am.-

LDII• irrirriw. -• 

c... • ..,... "'?qiNf • 
C C • apcwldrlias •.a,opbelaJ ............... ~ 
.,..... ..._ laa ..,....._ ... _ 
a.a.•-• lilllilila• oidfem 6-~o<PT-1: 

Aa:aaaad--NICICi•llllk. • ............... ,... 
a..-_.,,.,..,.. .............. 
Aa:1111111 ..... _ 

a.. ..... ...... .,......_ 
0.-,Wiililiilll ,.. .. ,........,. .......... 

a.,.... ............ Ai:11 ..... 
C..-. C 5 
Slanwilia..,..-• 
NII~_. ..... ia ,__.orrr.1 ..... ,._*2 9 r,e ~PT-I 
a.., ...... _ .................. 

I .. 
(1 1 

s l.k4 

2.150 
l( 

(21) 
20 

1.017 
tl.411 

,0 

(3.719) 
CJOJ) 

6.361 
693 

(T.16) 

1'312 ... .. 
(1"71ll 
15.653 

II 
(41) 

f 

s 

•• a ,.,_ • ..,, a ,., ,..., __ _ 
' 

ft "" 

1.730 

2.213 
U.315) 

(10.441) 
UM 

U,J 
10.tia, 
(l.7J9t 
16.027 
11.407 
(l.160} 

,af 
UUZI) 

'20 
13.191 
(2.000) 

SMW 
pl.671) 



STAR TELECOMMUNICATIONS. INC. AND SUBSIDIARIES 

CONDENSED CONSOLIDATED STATEMENTS OF CASH PLOWS 
(In lhousmds) 

1991 
( Unaadilcd) 

c.b Flows From Financ::in& Aaivitics: 
J lpaf!MIIII under lines of credit 
Repay--. uader lines of credit whb SIOCtholdcr 
Bormwiap under loq-tam dcl,c md aipilal lcatc obllpiom 
Paymaa under '°"I-term dcl,c and alpiQal lea: oblipdoos 
a....:. o( COIUMIO llodt 
Odacr fiwcilt& Klivida 
Slc,ct opdoas CllCll'Cbcd 

Net c::ash used in fimncina :ictivitia 

..._ (da::rallc) • casAI and casll cquivllcntl 
C. ad call oqlliwalaa.. bcsilmina of period 
C. ...... oquivalaa. cad of period s 

(S6) 

(IJ61) 
274 

970 
(373) 

4.4SO 
1,941 
6.391 

Sec 11CC0111penyin1 nota IO lhe cocldemed consoHdlfcd fiamcial ti e1111 
6 

s 

1999 

(15.230) 

271 
(6.264) 

(45) 
145 

(ll,123) 

(724) 

(25.932) 
47,297 
21.365 
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Pro baa m: ee. MC iacrmc (laa) wt iaaae (laa) per slare o(d,e combiniD& complDia for .. 
dna--* periods Cllded Madi JI . 1991 aad 1999. meP1M11 lbe ac:quisidoft occwred Ill lbe blah I. of 
wllpmadp 3 I d, ... i,lc,ws (ia• la): 

lacmae (km) per st.e: 
Basic: 
ou..s 

1991 1999 
S 254,434 S 2491DSI 

s 163 S (I IJoS) 

s S (0.19) 
s S (0.19) 

Tbe llillorical pro bma ftaancial rauJls of ST AR for 1991 and 1999 have been adjuAed primarily b die 
IIISlllfical ... o(PT •I, 111 increae ia laaa.a expense due to lbe sbolt-cema dcbc UICIIITed 10 purdme 
PT· 1, ..... i.rat on a S2 million pey.- made ia ca,wiec:ticMI wilb die ec:quisidoo. llDDltilldaa of 
... ID be iaued IO dillriburon aad mlOilizldoa o( IC)Odwill The pro bma blb1111rioa pDilllllt 
libowe doa IIOt parpon ID be indicalive ofdle results dllll lCQlally would haw bem obcaiDed lfdle 
, c th Id operllioas had belSI coadnc:sed dllrin& die periods praenacd cw ora...re ,pallica ofdle 
(CJ .... d compaaies 

I• Mardi 1999. die Company acquimf UON, a telephone service provider i>c:laod OD ....... a 
rMhclal local aad iol'I dislwc. lOIJ he 111d callinc cards tcrVic:es ID mnflie-i'llal corponliolll. la a 
a r I r ~- llllll -. acc:ou111ed for • a pooUns or inlcresls. The Company iDuecl .....,_, ml)' 1.00,.000 
.._ ol CIOallOG ldOCk ill a t lg4 for all OICD¥M• .... o(UDN. plus 63.S 12 stock opdoas ia 
• $ 1 tar UON opdons .._ OD die a I p l'llio o( I to 0.1464. The ICCOilpMfUII c col -1 
c _ .. a t e cilll •e wsca .. l'lllllld ID iac:tude die fiamc:ial polidon a,..... or opndoal c r 
UON tar• plriodl p-.-S. 

NIil ... ad llialorical .. ..... (lea) oldie combiniaa compaaia b die three ... ,... ended 
MadlJl, 1991wt 1999. • .... (•*"- ila): 

It-= 

Toal 

STAR 
UON 
Elimiaacloa 

NlliacDal(lca): 
STAR 
UON 

Toal 

m SJ6'JJ'HP'D Of CMU DcQWS 

1991 1999 

S 129.269 
1.673 

{1.315) 
S IJ6.SS7 

S l.19J 
(S49) 

S I..J.M 

S lll.274 
7 471 - ( ) 

1 2ll.209 

S (4.CJl6) 
(l.4'6) 

S (7.SS2) 

Dnls ._.._ .... periods .... MIida JI, 1991 IDd l'M. mall paid for ____ ..........., 
1762.000wtSI.JII.OOO.,u; Iii.tty. Fordle-periodl.ClllapllidlbriacrmslDellaCJ SID 
.........., SI.S7S.000 ad Sl.614,00Q. 191pK1iwet,. 

9 



~....., md ft e •• ac:tivilia. wlllidl ~ csc:Wed hat die, ~ ---• ol call 
..., ae • illlowl (ill ma rm a): 

Equipmmc pun;hacd dlrougb c:apical lealcs 
Tu belleGas rcllled to SlOCk opcioas 
OelaiJ ohcquisition: 

Fair vllllle of assca acquired 
I illlilicia UIUIDed 
0 11a 11ock iaued 
N-. payable issued 

AA.._.ll. 1999.STAR Im two ... _.,, .....,.s ......... -. 
----•• • micas:&,-

1'llra ....... Eadld. Mardi 31. 1-(ill dla te) 
an- iaa cxlefflal cusromcrs ......... .......... 
D+ laMadwwwlimiua 
s...-- imcrmc (Iota) bcfon pn,wilicM (bcne&) far ---s...---

1'11ralllllllll ..... MlrdlU. ... c.. t) 
Ice hraCJ91111 Pl I I .......... 
.... a,-c 
D+ I I ad -lllilllliall 
.................... I ( ..... )fariacw-.._._ 

la MIi IN. .. AICPA .... SFAS No. Ill .. A.Aclcc COIi llllilll 

n.. ...... .... 
Mardi !L 

1991 1999 

s 1L091 s 
4.64) 

103.743 
(14U6l) 
(ISl.571) 
f19JIOO) 

s 2l.741 s 03:!!f) 

Nardi Aamica ad Em p 1 ... 
Ntr1ll 

• 1cw fa O I TIIII 
s 136.S57 s S 13'.S57 

205 2DS 
Sl5 264 719 

I.ISi 299 2.1,0 

l.793 (915) U'II 
117,4'3 ll.Sl7 152.990 

Ntr1ll 
A ILw la ... 1'1111 

S 202.711 S 25,491 s l2l.ll9 
711 II 72t 
197 316 UIJ 

6.591 2.132 l.7JD 
(S.762} (lJll5l (Liff) 

Sll.645 125029 63U74 

AclitaX • nee u , ... ,....,_.._..,_.a,._ __ .... ......... __,o1 ... 

10 



I• Af,nl 1999. dlC COl'.Df*IY siped a mmmioneac leDi:r widl FoocbiU Capital Corporadon ("f'oodtill"l for 
a Wly _. wwiam commicmcnc for a revofvina line of cndil wilh up to SI 00 million in poecnlial 
bonowinp. t.cd on c.tip,ility. Bonowiap on dlC facilicy an: limi1cd to U paccm of cllsibluccounts 
rccci...WC and arc secured by MIStlM!citlly all ofdlC mets ofdlC COftlPMY. The credit facility pn,vides 
u die bonowinp • • iDec:rcsl ,_ of libor plus JOO basis poiats. The Compmy inlcnds to use dlC c:redit 
facilily ID ....,..111 wortioacapilll and IO pay down dle(;.ompmy's aisdas line ofcredic wida Sanwa 
Bak. Calibaia (""SIDwa") and PT• I 's aillina line of credil wilh Ome Maabamn 8aak Corpo,lbOO 
t-0-'1. Tbc campkdoe of chc Foadlill fi M •• is subject IO lbc execulioa of definitive loan 
• c FU and custaatary coadicK"IS for tii•eci111 ofdlis l)'pe. 

0. May 14. 1999. lhc Coqiaay rccciw:d a waiver fiun Sanwa for &.i.lina IO med a ftmnciaJ COYCnlat dlll 
requires Ille Company to IDliaaia profillbilily ~ quaner. Additionally. OD May 14. 1999 chc Compeny 
rccciw:d a waiver &om Chase for PT -1 ·s &ilurc IO rq,ay lbc Cbasc line of CffJdil followin& die Compmy 's 
mprisirioo of PT-I . The Company iaecllds to replacie chc Sl5 million Sanwa faciliry wilb chc Foocbill 
facilicy ia May of J 999. 

II 



.._~M I 

11iil o--ty Rcp,n oa form ICM) CIClllllias ca1liD "hwlrd-looting ,a• h•s" ,.... die · of 
Seclioa 27A ofdle Securilia Acl of19l3, • 10 fed.and Scdicm 21E ofdle ScQaricia Futrc&[ Aa of 
19).C, a :tr, d f orward-lootirls arc CMS oda Ila bislorical iDb_... ar 
_._._of w o• ditioa Scac bwlrd loc*illl Aef!tf"ft may be idmrified by - of ada w 
a ... [f na", "•ki,• 1" ......... o, ~ - Time forwad.lookiDa t' •1-- IO die plw. 
o6jecliws _. a,etUlicm of !be C J ; b llaft ~ 111 lipt ofdle rilb ad wa.iMia 
.... • all such pro;tac,d ope. ... ...am. die iactusiaa of~ ts au ia dlis l'lpCll1 
*-Id DOI be reprdcd • a aq.. 1 · • by die Clapay ar-, odlcr pcnoa .. die olljecliws or plw 
oldie Cl ; ) will be adaicwd o,,.. ay oldie Clapay's opallliii cx,-•icm wil lie ..iizecl Tl+r 
Cl iP I., ·s mews ... rCSllll:s o( opcillMd ll'C dilicllll ID beast ... coald di&r......, hm 
... pra;ec:.d ia - forwad.lookiDa [ • . d la dlis ....... ,aall o( cw fill:IDrs 
...... _... O'hcr's. !be follo 4 I dlaps iD CidllWti ~ per mifw: (ii) blip c:armcy 
new--: ,_ ICffllimlicm of ca1aia terricz... l "' a, ialllbility 'O - .. IIHk:CIIIIII tcrVice 
aprmw:all. iv, iwancics iD die Coapay's beast oflrlfflc powdl: (v) ~ ill ar *'- rl '"" • 
alcr ck nitc o, bcip laws. icptw· • licmsias niquimnella or ielec a W':Mirm .... ._ (vi 
beip polilial ar «•--ic iasabilily: (vii) daps in die availlbilily oft, I ._.. &ciliries: (viii) 
loss oldie ~ of key offic:crs: (ix I laa of a QlllOIIICf wbicb provides sipifi CPI rcw:m+rs ID die 
C,c; ; J: (ll) liiply compcsiciYC IUfllcl c:oadiliolls in die indutuy: IDd (ai) w ... o( credil risk. 
TIie iweaiw. review of die imponanl ~ should noc be c:onsidcred as eabaasliw: die Ccapay 
~ no obtiplioa ,o rdeasc publicly die rcsulls of liil)' lillurc rmsioas it may IDlkc IO bward-
loc*illl A 11111 'O rd1cCI eva,a or ircumsan:cs after die dlr.e hereof or ID rcfleca die occumncc of 

icipeeed CYCfttS. 

Tl+r ~ !atlle seu lonh iacomc SUlaDeaf elm as a paccnt11e of rneaua b die periods indicaed 

~ 
Operllas apaaa· 

Cea ot tcrViccs 
SdJias. paeral aad adlninislrllivc 

~-amoniDlioa Mapr'apcme 

lacaac ( 1cm, 6om opa'llions 
Odw illcDac (apmsc): 

..... iaccac 

..... eqwmc 
OdNr 

,.._. bc!on provision for iacomc cues 
Pro¥iliall 1benrfit1 for ..-c cua 
Ner iaccac ( loss) 

12 

·- ·-100% 

U.5 
10.0 
1.6 
O.l 
97.J 

?.7 

O.l 
(0.6) 
(0.1) 
(0.S) 

2.1 
I.I 
1.0% 

100% 

14.5 
13.1 
3.1 
0.6 

102.1 
C2.I) 

0.3 
( O.S) 
(0.9) 
I.I) 

(3.9l 
(0.6) 
(3.3)% 



J 
nt

Hi
UI

H 
UU

U 
Jft~

 !H
tiH

IH
 HU

f U1
1U

1i 
nu

n 
i 

.. ,. 
J:ti

 
-

• 
..

 -
-·

 
.,

 
· 

-
• 

o 
• 

I 
..,..,

 -
1 

f6
 

I
I
 

-
..

..
 

-
"" 

a. 
a.

•"
""

 
.. 

' 
• 

~
•·

 
,C

J 
-
.
 

-
-

. -i
nf n

un 
nnn

 ·n,
 uu

int n
 i U;f

 tiii
nn 

1 !HU
 1 

t 
1·· 

t 
t1

 
a. 

.1
 

e 
J 

~ 
. r

. 
•. 

f ·1
• .. 

1 
1·:

:; 
'I~

 {
 

r 
, 

... 
' 

. 
( 

~ l
 

. . 
-r

 '1 (
 ,-..

. 
.. I

 . • 1
• 

• I.,.
..

 
i.

 ~ 
' 

I 
. 

~ 
. 

I 
! 

f 
i.

 
! 

r f
 r 

. 
tt 

.f
 I 

r 
t: 

• 
Cl

' 
a 

l 
•. rl

 .!
rt'

~'
 j,!~

 
• 

·; 
i' 
~ 

~ ~
~ ~

. ~
-'

;;
 

••
 I.

 !
I 

. !
a.

f ~
 

r,,
§1

: •
. 

I 
J l 

t 
I 

I 
1-,

 
~ . 

i 
·1

 I, .
. f;

; 
il

 
• 11

-1 '
· t~

 •· 
11 

~ 11
 ~

 

I. :1
=l

ftl
!il

 
IJ!t

~ 
r~I 

111
w1

11~
• 

Jtl
!1,

t; 11 ,1 11 
iif

;1
1 

!, H
h 

,,;
c 

· 
t 

:~1
-·H

" 
• I
t r

 ,
 

rt 
1 

~ 



I1 lHI
 ! tV

 lfl
Ul[

I n
nu 

.if U
1H

if 
nun

 H1
HU

 u1
~l?V

 
11,j

iJ
 i 

fl 
!1 1-1

-1,•
l.1 

1~, d
h.

 ·11
i!h

U1 1 
[!·l-

;1 1 
l•h

u, 
trl

.1 1
 

;1
i 

'!
 

, 
t t

 w 
I 

t: 
r 

• 
t'

) 
=

 ~ 
a 

t. 
. 

a •
 .

 ""~
 

.,, ~
 1

 
ih•1

 I 
H

 !it.
tit~

 J·h
J.l 

1 i·ht
1Jf

~... 
f l·H

 1 J1 iU
l 

•nll
~ 

!U
lt 

~~ 
ltfJ

!i~
J •

JJh
: 

!,~J
 .t

 'ff
 !

J!rt
 l-J

~~f
1 

i1 i!
Jl 

!~: 
t 

~1 
nnu

, tj
~l·

1' 
l~t4

1 1h
}U

 h
h~

 ,1 i1i
HI

 
!U

H:
 

ii.
 ~ 

I 
~ 
1 

s 
a: f

] 
J .

. 
_ 

... 
o 

.a 
] 

i 
~ 

J'j
 l'

• 

11J
 ~ 

,a. 
rt

i .
. [!
re

 
if.-

~1
 

(Ji 
'l,-

~1(
. 

si
ft

l· 
a. 

,-1
,~ 

ilL
l 

. 
I. 

• 
f 
~ 

( 
_ 

I 
. 

f 
I·

 J I
 

s 
. 

2. 
f 

Q
 f

t 
I: 

g 
g

 
J 

f 
( 

"· 
j 

" 
1· 

II i
 

B
 !J

I f
 il 

,~l
r?t

 
li
 f.:,t

i !,I, 
11 t

it 
I h

 ~1, 
t,·1

 al 
!f

 
! 

, 
, 

!, 
, 

1 1
 

• 
I !

 
r 

u 
ar

 
i.

 



Hii
1' 

ittt•
,11

; 
lni,~

it _;t~
i fl

1;H
JI 

JU
I,' ,,

n~,~ 
tf.'1

,'11 11·1
· ijr 

PIH
.~ 

lfJ 
11

1 
. 1

il1
' J

 ~
,~ 

I 
• 

&=
a 

I ..
 ' 

~-·
1 

•fl
 ,

, '
 .I

I 
il,1

11
·1

 -
. 

:J
 1

"
 

.. ·,
tt

l!
 

I 
r&

 ..
. J

 .. 
rl

r
 

I 
•. f

f~
. 

I 
f 

J!°
C)

I 
I 

_J
 

IP.I
' "

l'''
l' 

i"
'i'

'lj
i 

lf.
SJ

IJ
 !

i"
 

nu
 p

1;•
11

· 1· 
ct1

::11
1 

r 

11 ld
 j~

jll!
I ;

hiJ
llti

 =t
'lii 

tdl
 

i1n
 1

ih
h~

 ~
11

tt~
 I

 
=

 
tlh

t i
,Df

i 1
r1u

ni l
1!!

.t 1 ni 
· b

it 
1.H

hn
l U

HU
 i 

1!1
 .. 't~ 

"11
;11

1 .
. ·I

' •i
1rH

 '
 iJ

 
r '

 .. 
;an

 1
'or1

111
 jl

i t
 I

 
5 ,· 

. -
1 

I• 
· 

I• 
~ 

"'· 
· · 

. ,1
BI

 
fl 

, 
!• 

, 
... ,

. 
. 

. 
•. 



bla 1 Qar,rdt:Mhoe ad~ DIie I Ir es About Marbt Rim 

FotelflD Olrmlq RJst. Al a pobal 6*1ii'ile. 1M C4JallllllY faces apomre ID alMIIII IIIOWW irl 
blip Q11'1a:Y a, t a -. TIie COIIIIIID)''s bclp currmcy expcwa my c-.. ovs time• 1be 
..... o(auvily ia ... martca pows and could .... .-rial .... illlpKt ..... Ca.pay'• 
&.c:ial raulls. No lllllll:rial daps bave occuned la die..,_ dill would impac:a die o.,.y•a 
"II a r .. ., fonip cwrmcy "*-

... ~ R/sj. TbeCompmy 11111 botlOMlp .... various line af cnldil .. WWW .......... 

... .. c:apical «'1 tr RIM s.. °'*-.. I C ..... oa Vlrilble ........ At.., dac.. 
-, rile ill ...._ IWI could bave a --adwr,e illlpKt up,,a 1M COIIIIIID)''s CIIII af workirll 
capiall a ..._ apcme. No ...-rial c11111ps taave OCCWllld la 111c ....-.. wOllld illlpKt • 
~·a apoan ID ialeresa rac risk. 
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PMT D. 011IElt INfODIATION 

O.F...,4.1999.-.CCa J ; ......... \ IS.OS.._.._o(~ac:t.SO.GOI 
............ o( .. C C ; ("S'TAllC eSlld'")ID ... th:C o(,r.1 
C I . w blc.f'l'f·l'">•Jllllill 15 • · elir•o(.. C Jcapilllaao(PT-1. la ca_ ... _... · ·· o,,r., ... c , , willillllt•• 2SOJIOO .... o( 
STAllC SillcklD ...... . 15 I .. .._o(PT-1. 1'111iaweo( .. IS.J 
... .,STAllC I SIDdl:_...,.._,qiaN 1111 ....... Sc i1111Aao(l9l3(6c•Acr) 
...... s-4(2)o(-.CAa.. 

DC h ..-s..a.Saa-. 
.._ ___ o(-.CC ; 1'1~1iaco(allil_..S...a.t.Cailaier-s---l .. 
C C ,_,..........., ....... IO ...... p:cllltilil)••....., .... n.ci C ,·s 
_._,_ .. ..,._....._..ll.19191eaadiaa.._.o(_.eot 0.Mly 14.1999 .. 
C C & ...... ..._.._o(_..._.flllcaasthaS.... ,._IO .. Wo(P'J' . 
••••• .. liato(Cllllil .. a.... t ... c.,.... ("'Clllle'"). ,r., _.,.... .. 
.......... 1 ••c'lllatflll..._ TodllC. •O..•ofa'llllr ............ OIi 
.... 14. 191t•C C ; ---• .... ha O..vl6il lllwta. -1.. E STD ........... NL 

Cllt n.c , ; .... c......,..•Foml-K•Afril6.1999....-ID._2 
., t . 1 •D·4 . . o(,.._.. leil ' , .. c S >'••t . ... o(.o(-.C 

--,-· c.--* flllU.... Diailal Ntlwark. ... 

n.c J J ..... c-...... Foml-KoaF...., 19.1999 ...... IDl-2 
-+ t . 11 •D·4 i'tr o,,..,,.-. hh 1na-.CColllpllly's•:1 '1 'dao(•o(-
1 f acqillt-*ofPT•I. 

17 



,_., .. , ; . r tlliSof'dllcSecllriliaEx t I AcloCl934.dlc1cp8•11!.1dalyc:aad6il 
~-11e..-.aill....,bJdlc .......... *- • .., ...... _.. 

DIii* ,May 14. 1999 By: ts({)rie ts· E, fbtt • 
a..,...E.F,tpc• 
Chicf Eaalive Ofliccr ad 0..
tPriadpll E.seculi¥c Oftbr) 

By: ls{ l9bl J. D . . 
JollllJ . .... 
Vice Ps · tr offall!CC 
(Priacipal A• ccwraa Oftbr} 



EXHIBITE 
(Brocha&) 



Heres 

the 

pitch. 



Playm 
. 

wmgamcs. 

Teams 
. 

wm 

championships. 

ffllll day ODC OW pllC plan 
Im bem CD CDm mc ... fll 
compmri.oa fully pccpaad ID 

be cbampiom- CD pa, CD 

win or nor ar all. Tba:'s why 

- scouf2d cbc major lagws 
co manble a cam of iDdmdual 

supamn whole c:ollcan'C 
apcnilc is unmaled in cbc 
cclccommwucaaoQI indusay. 

We wur ,ou co chink of usu 
more man jusr cbc bat. We 

wanr ,ou co chink of All.STAR 

Telecom u cbc only mmpsa, 

)'QII nR CD pnwidc J011f 

Wlilc--,-·,... .... 
-IRWj ... burmatics. 
Oar aamr ii compiled ol 
1 ~nnwd pn>MS~ who 

UDd llUDd cbc impon:ance of 

inDowuive and dlicicnr 
CIOIIUllunicaaoo scrvica. We 

are ready co provide you wirh 

dl'taite duriom co )'OUf 

buaiaea cor:amuoiaciolll needs. 

Mm ,an in me major lagws, 
we are now in a league of our 

own. and dm'a jusr cbc way 

we libir. 



We must 

either find 

away or 

make 
one. 

Establishing solid business 

relationships and earning 

c:usa>mer loyalty arc mcntial ro 
a company's succas. We know 

it. our c:usa>mcn apca it, and 

out competition is waking for 

us a, forget ir. They're going co 

be waiting a long time. 

Al AWTAR Tdccom 
we're a ram. When one of 

Out ta.mnWCI drifu into 

uadwud wircn. we pull 
cogahcr co pracnt new ideas 
and~ solutions mar 

Ir's a personal and profaaional 
pbilolophy chat has enabled 
our pueot company a, become 

one of the F.astest growing 

tdecommunicacions proviclas 

in the world. 

Every day we're naviguing me 
shining cuncna of today's 

global marketplace to c:murc oar 

c:um>mers' success. lcf Ill do me 
same for you. Wbedla' ,our 
business associaetS a.re around 
the comer or around me wodd. 
we can help. and we're rady to 

prove it. 



Adversity 

causes some 

others to 

records. 

Competing OD a global plqiag 
6dd requires moaummcal 
saenpb. me 8a:ibility a, acize 

opponuniacs. and an 

wrnwring dmrmiaaaon IO 

PMXe!'d Afm all. bosom ia 

me ultimaa: compemioa, and 
..... here a, prooridc ,OU widl 

a winning adwanage. 

To prow our raohe we baYC 

esabliabed 'ii*asiwc pricing 
muawa and couaay specific 
calling p1ans mr .o oi ,our 

mmmir ,our call aloag chc 
6mm. mm, aJfordable roua:. 

What do we ask in rcaam? 

Noching. No lfflll llmir and 

DO YOlumc c:ommiancm. 

i...,... • 
AusrAI. 811ff1EtUII 

• hmcMrift CaDiag Plans -
Counay.spcci&c. Flaiblc 

-Colt Rouriog 
• Hip Quality Na:wod. 

and Sme-of-me-An 
Scmca - Inmnatioaal 
and Domcmc ka:sa 

• Commiau l+Swiu:bed 

Scmca, l+OecHaced Sa'Yica 
ac Toll PIiie Scmca 
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EXHIBITD 
(Propoaed Tariff) 



AS TELECOMMUNICATIONS, INC. 
Wa AllSTAJt 11!1.ECOM 

S.O.P.U.C. Tmft'No.l 
OriplaJ Tide Paae 

SOUl'II DAKOTA TELECOMMUNICATIONS TAIUff 

REGULATIONS, RATES, AND CHARGES APPLICABLE TO 
TELECOMMUNICATIONS SERVICES FURNISHED BY 

AS TELECOMMUNICATIONS, INC. D/8/A All.STAR TELP.cOM. 
SERVICES ARE FURNISIIBD BY MEANS OF WIRE. RADIO, TBRRESTRIAL 

OR SATELLITE FACD..111ES OR ANY COMBINATION 1HBREOF. 

1999 

clec: M I etiew Ille. • 
223 Bait De La Oama S11ect 
Sala ...... Olifnreia 93101 

1999 



.. 
AS tELEa>MMUNICATIONS, INC. 
Wa AUSJ'All TELEroM 

CHECK SfflfflI 

S.O.P.U.C. TlrifJNo. I 
Oriciml Pap I 

The Title Page and Pages I through 24 inclusive of this tariff~ ctrectivc as oflbe date 
shown at 1be bottom of the respective pages. Original and reviseJ pages. as named below, 
compriac all cbangcs from the original tariff and are currently in effect u of the date on 1be 
bottom of this page. 
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1. Affl.lCADQN Qf TAIIR 

S.D.P.U.C TtrifrNo. I 
Orip11Pap4 

Thia tariff cc.nm the rqpdatiom. raaa and dlllges applicable to the proviliao of 
c1amati,c intcrc:lcblDge tdecooo,amications services by AS Teleco-11mmicatiom.. Inc. 
dNa AUST AR Telecom (bcreinafta' "'Clnier"). Service is filmilbed subject to the 
availability of facilitiel and subject to tnmmiaion, atmolpberic, and lite conditiam. 

2. DEF1NQ10N Of TF.RMS AND ABBREVIATIONS 

Mall Llae - A facility IDM.gwnad wbic:b coanects Cultoma's location to Carria'a 
DCtwolt switdling ccater. 

Al6ii hid• C.. - A wwwical code, one or more of wbic:h are available to 
Oalomcr to Clllble it to Keal Caria's nctwolt. and wbicb are UICd by Carrier bods to 

... imt - m· --.:..:- _.. :.a-..:1ru OJltolDen for s..n ... piCiGII IPW+-Mll Keal-., &a-1111.Ka auu to ww..~ vauwe 

Canter - STAR Teleci!'.1 P9FNMitcatiom, Inc. dNa All.STAR Telecom. 

C111 ll C &1 - Service .. Chided 6am a line that is not presublcn"bed to Carrier by 
1fie!ina a Carrier Jclentifiailim Code (CIC) in the form .. 10 XXX" or .. 10 10 XXX," or 
ollwwiae. 

C1 I d•• -

C..,a...._ N' 111 - FOi' billing pmJ>C)ICS c:aJla are billed baed oa C.oaYC1111ioa 
Mimes, wllicb begin wbm tbe called party IDIMD, • ddennined by IIIIWCI' 

aupcmaioa. md end wbm citber party ctilCallDOCtl.. 

0...1• rr - Tbe CCIIDplll)', individual. or oCber entity wmcb orders or uw Scnice and 
ii 1beaebe aeapomible for the payment of c:bargea due and far compliance with Canifl'I 
tariff rqpalariora 

Jatern,._ -lmanlpeion aball mean a condition wbad,y the Service or a ponioa 
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AS TELECOMMUNICATIONS. INC. 
Wa AllSTAJl TE.ECOM 

S.D.P.U.C Tuiff'No. I 
OrigimJ Pqc s 

thereof is inoperative. Measuranent of condition begins with the notice_ by the Customer 
to the Carrier, that such Savice is inoperative and ends at the time of restoration. 

Loail Accas A.ad Tnasport Ara (LAT A) - A geognpbically defined service area 
establilbed for the administnlion of tdecoamnmicatio services. 

._...,_,. aace (POI') - The pbysica) loc:abon at wbic:b Cuslomc:r accesses the 
Ddwolt scrvic:a of Carrier within a stale or LAT A. 

Scnlce - Any savice provided by Carric:r lo Customer punuant to a Savice 
Agreement, a Comnct Scmce Ap,emcal and dm tarift wbdhc:r or not defined in this 
section 2. 

Se.nice Aptcm art - Any IIIDdard fonn of agn:,emmt between Carrier and Customc:r 
wbic:b, subject to the taml and conditions of tbia tariff, clefinca the rdaliomhip between 
Carrier and C'ustomer. 

Sa rice Ara - The geogriplic area in wbicb Customers may accca and use Service. 
fc,r Switcbed NJcea I+ Service the Scmce Area includes all equal accca areaa within 
the United S.... For all oChc:r scrvic:a the Service Area is the United Sates. 

1999 

ltaaHildm 
AS Tclec ·cMm, lac. 
223 Eat De La Gacra Slr'Cd 
S-....... Califomia 93101 



S.O.P.U.C. Tllift'No. I 
Odpalfll,C6 

3.1.1 Savic:e ii filrnilbed for inlastlle telecotmnunications originating at 
apocified poillll wilbin the United States under me tams and conditions of 
this tllif[ 

3.1.2 Carrier' sbaU imtall, opcntc, and maintain Service provided bimamdcr in 
acconlancc with the tcrml and conditions set for1b in this tarif[ 

3.1.J Service may be provided OWi' bN4Dliuion facilities which the Carrier 
does not own (i.e., on a raaJe bail). Notwitbmnding the fixegoing. 
Customer lhall be c:omidcred a c:al&omcr of Carrier, and not of my other 
carrier. 

3.1.4 Carrier may, wbea IUdaiad by Cmaomrr, act• Olltomr.l'I .-for 
__. . d .&:. •• - ... _. =-- .e,._,:.:_ -..A.A by~ . to ul'Cleilbl ~,_.._or &a.DI- ... v ... _ - carnen 
allow CCJCl!w.tioa of apeci&ed kntiom of Cultomer to the DdWOlt of 
Carrier. Omomcr mall be aelf)Olllible for all dmpa due for IUda lelYice 
arnn,anadl. 

3.1.5 Service ii provided under the tmm aad canditiom of Ibis tariff' and, when 
applicable, a Service Agreeanent or Coalnlct Service An•JllfilDCIII 
Service is available twmty-foar (.24) boma per day, aewn (7) days per 
wert. 

3.1.6 Carrier peamita Casual Cal1ing by callas wilbout • allbtilbed account. 
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AS TELECOMMUN1CA TIONS, INC. 
dlbla ALJ..STAll TELECOM 

S.D.P.U.C. TariffNo. I 
Onpa1Pacc7 

3.2.1 Service is offered subject 1o the availability of the necas•y facilities wt 
subject to the provisions oftbis tariff'. 

3.2.2 To the extent that any c:oaftict arises between the tams and condmom of a 
Savice Agreement and the tams and cooditiom of this~ the tariff' 
shall prevail 

3.2.3 Carrier n:serves the right lo discontinue filmisbing Service, or to limit 1bc 
use of Scrvicc, whm neceaitaled by conditions reasonably beyond its 
control. when Customer is using Service in violation of the law or in 
viol.Ilion of the provisions of this ~ or in the evmt of DOD-paymcal by 
Customer. 

3.2.4 Service provided under dlil llriff' is dira:tly comroDed by Carrier. and 
Customer may DOC baasfa or aaip the use of Scrvicc, except with 1bc 
prior wriuaa COIIICIII of Caricr. Sada bwf'a or nsi111••iC'd lball only 
apply where tbae is no inlaaapaon in the..-: or lor.aliaa of Service, and 
wbcre all repWions and COl¥fitiom ooa&,il'Cld in Ibis tariff; • well a all 
conditiom £or Savicc. lhall apply to all w:b pcrmiaed · pees or 
bwfaees. 

3.2.5 Caricr may require Cmtomcr lo lip• applicalion hm tianilbed by 
Carrier and 1o cstablilb credit • provided in dlis tariff; •• condition 
pm::edent lo the initial cmbJismlffll of Scmcc. Cania''I D.CjANR of 
an applic:atioa for Service to be provided ID applialll wlme credit ha not 
bem duly cstablilbcd may be lllbject 1o the depoGt .. ovisioal delcribed in 
Seclion 3.9 of Ibis tariff. Caricr may allo aeqaire a liped l!!dniu6oa 
&om Customer for w'4mom to or c:blnge, in aiding Service. An 
appliCllioa £or ICl'Yice cm.,eled by the applic:anl or by Caricr prior to 1bc 
atll,lidwoml of Savice ii subject to the provisions of tbil tlrif[ 
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S.D.P.U.C. liriff'No. I 
Oripll ... l 

3.2.6 At the eu.toma•s request, Carrier may assip one or more sub-accounta 
for billing purpoees and direct sub-account invoic:cl to affllilCCI of 
Customer or otba' dcaipated mtitica fiX' payment pmpow. Such 
requests shall not affect the liability of Customer, who lball remain eolely 
liable to Carrier for paymem of all inwiccl for Service requeaed and 
<*•iuot by Customer, wbabcr invoiced by Carrier to Cuaomcr, its 
aflitiea .-6L- desi ...... -t mti~ --a.-.. or UIQllla eo-w -. 

3.3 11 I tit., oldie Canter 

3.11 Bzccp • mled in this sectioll 3.3, the Cmier shall have no liability for 
dw1,ape of my kind arising OUI of or relelc,d to ovmll, Ida, rigbtl or 
-....t-. - t ... .....a • AU- .__.:.11r ..._:_ ....:11.1~ - limit...__ 1: ..... ~ ,_..,._.-CQiwaJlpwciumuwtwnu. IIIU-1 _._ 1111111-•1 

of the Carrier &,r wil1fbl milC'fflChlcl 

13.2 11IE CARRIER MADS NO WARRANTY, Bl1llBR. ~ Oil 
IMPUBD. CONCBRNING nm CARRIER'S FACILITIBS OR 
SERVICE, INCLUDING, wrrHOUf LIMITATION, WARRAN'l'lm 
OF MERCHANTABILITY OR FITNP.SS FOR A PAllTiaJLAR 
PURPOSE. 11IE CARRIER DOES NOT AUl'IIORIZB ANYONE TO 
MAD A WARRANTY OF ANY JCIND ON ITS BEHALF AND 11IE 
CUSTOMER SHOULD NOT RELY ON ANY SUCH STATEMBNT. 

3.13 TIie liability of tbe Carrier, if my. for dllDl&CI nauJtioa in wbolo or in 
pat. &am or Irising in coanocdou with tbo ftinritbing of Scmce ander 

. ,,, 

~ ---:.•c· 111- bat ~:.-.a • __._ • • • • - .. UI me -, not -- to m,....a, OIDIIDOIII, .............. 
delays. man or ocbcr clefeca ill......,.;--. failura or defec:tl in 
flc,'Jitilll IN · • 1111 by tbe Claier or llililll out of my flilllle to fimilla 
Saticm). -0 ill DO ffllll aceed die prapClltiooele dlllge 1o 1be 
C..0-nr a tbe period or ICrvice clarina wbicb IIICh pn,Nerra occwed 
orc.--•iHHe ID oc:car • 
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S.O.P.U.C. TlmfNc.. I 
Oriplllll Pl&e 11 

l.A.J If Cultomc:r onkn Scmce &um Carrier wbicb aequiles tpedal 
CWlllludion or facllitia iJr0•-1.ds w, md 11m Scnice ii caw:elod 
or di9ccdieewl by Caria' b die rcaom tilled in dlil Ndioa. 3A, a 
dlaF mll be made to c.a.,,. b die DOIH'eCOftllble portiaal of die 
CIP"II i4wm or limililies ...... oc1 on behalf' of 0-ID'Z'. 



AS TELECOMMUNICATIONS. INC. 
Wa Au.STAR TELECOM 

3.5 Caacdladoa or Termbladoa of Senice by Cutomer 

S.D.P.U.C. TlriffNo. I 
OripnalPap 12 

3.5.1 If Customer bu ordered Savice from Carrier pursuant to the tams and 
conditions of a Service Agrcemcnt. any cancellation or taminltion of 
Savice is subject to the tams and conditions of that Service Agrecmmt 

3.5.l If Customer Olden Service from Carrier which iequim special 
CODllnldion or facilities for Customer's me, and tbm. cancela its order 
before Savice begins. a charge lball be made to Cusaomcr for the non
recovenble portions of the expenditures or liabilities ir.caued on behalf of 
Cultomer. 

3.5.3 If Customer taminates Savice prior to the cod of the tam specified in the 
Service AgRcment. Customer shall be rapomal,le ball d.uqa incurred 
to the date of tamination, including. but not limited to, all charges to 
Canicr by other carriers for Service provided to cu.tomcr. and any 
applicable canuUation or termination cbarga u apecified in die Savice 
Agreanait. 

1' C.lnd Senke Amaa..-tl - Customer ,peci.lic C.oatract Scnice 
Amnaa1ou may be fbmilbed by Carrier in lieu of miring tariff' offerinp. Any 
DOIHIIDdlrcl rates, cbarga. tams or c:onditiom l&llal in aid CGatnct ScrYice 
Alr•.gmo111 lhall prevail in the evm.t of a conflict with lib tmm in this tailt 
subject to applicable Federal Communications Commission nala IDd regulalioas. 

17 a.111...._ el'Sa fke - Tbe me 111d reskntion of Savice tball in all caea be 
in accardlDCe with the priority systcm apecified in Part 64. Subpart D. of the 
Rules 111d ReguJICiom of the Fedaal Communicaliom O>mrnilPOIL 

1999 

~Bildm 
AST_. . Mi w, I&. 
mm..0.1.ao..as... 
111111 ors +93101 

19'9 



S.D.P.U.C Tariff'No. l 
Ori&imlh&c ll 

11 PaywwwtllMllaiac 

3.1.1 All Savice by Carrier is provided and billed oo a monthly basis. For the 
billiag of fixed dmges, Service is comidercd to be c:stablilbcd upon the 
day which Carrier notifies Customer of the imtaJlwtion and testing of 
Oallomcr's Service. For the billing of usago.scnritive chirp, Customer 
shall be billed for all dmges accrued beginning upon its initial access to 
Service. All charges shall be billed monthJ!, in arrears and are due and 
payable by Custrmer upon rec:eipL When Carrier is unable to bill 
Customer calls due to lack of complete billing information or for other 
reuons, bills for Savice may be rendered up to one hundred eighty (180) 
days in arrears. The racs charged to Customer for Service shall be the 
raacs in effect on the fint day of Cusaomcr"s billing cycle. 

11.2 Bills arc due and payable upon receipt. Interest at the lesser of a rate of 
one and C>DHWf' perrmt ( 1.5%) per monlb, or the maximum rate allowed 
by Jaw, shall be charged OD my amount ranaining unpaid after thirty (30) 
days from delivery of an invoice to the custody of the U.S. Mail or other 
standard delivery acrvice. 

3.1.3 The security of Alllhorizatioo Codes med by Customer are the 
raponsal>ility of Customer. All calla placed using such Autborization 
Codes or using facilities owned or coalrolled by Customer shall be billed 
to CUslomer and must be paid by Customer. 

11.4 Carrier resavcs the right oa III ongoing balU! to examine the credit record 
and payment habits of Customer. A CullOmer whole Service has been 
di9cootinued by Carrier for the noo-paymmt uf bills shall be required to 
pay any unpaid balanr~ due to Carrier before Service is restored and, in 
the ewnt of sudl non-paymmt. the reactivation of Savice may require the 
placement of a deposit by Customer. Carrier may also require a deposit 
from Customers who fail to comply with the payment tams of a Service 
Agreement, a Contract Savice Amngement, or this tariff: 

3.8.5 If notice from Customer of a dispute u to charges is not received in 

1999 

·ting by Canier within thirty (30) days after delivery of an invoice to the 
custody of the U.S. MaiJ or other standard delivery service, the billing will 
be coosiderec! correct and binding. 
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SD.P.U.C Tmfl'No. I 
Oriplll .... 

11.6 A duqe oftwmty-five dollars ($25.00) or die~ 1tm•wy mum 
dlect chqe, wbicheYcr is lca. lball apply wbmew:r my c:bDct oral 
b peymcal of Service is not accq,ced by die imti1IJDoG Oil nic:11 ii · 
wriUm. 

3..9 D11111III - Bwd upon its review of applicable CftJdit inbnMNIII, Cmis 
raa vea die rigbl to collect a dq,ocit. or obtain otba' bma of wily .... • 

l.lt 

--- • :.....:.11u -...a.,_ Ser,• • • idc 5a • ~ pnorto-, .,-v ... ......,. ~oro•d1m111tg1DjM0tt-. 
Sadl c1cpo1it. if colleded by Carricr, lball not aceed • IIIIOlll8 aa-1 tDcae(I) 
maadl's estiBNklftd avenge biJJablc charges to Qmomcr. Cmicr lllail,., . I CII 
Oil depalils. may be requited by law. 

.,,, 19'9 



AS TELECOMMUNICA TJONS. lNC. 
dNa AllSTAJt TELECOM 

3.11 Tues ud Replatory Fees 

S.O.P.U.C Tariff'No. 1 
Oripml Pap 1 S 

3.11.1 Savice may be subject to certain federal taxes at the prevailing rates. All 
such taxes are listed as sepante line items on Customer's invoice and are 
not included in the naes and charges listed herein. Service shall not be 
subject to taxes for a given taxing jurisdiction if Customer provides 
Carrier with writtm verificalion, acceptable to Carrier and to the relevant 
taxing jurisdidion. that Cllllomcr bas been granted a tax exemption. 

3.11.2 Carrier may also collect fiom Customer a pro rata portion. including 
admiaistrativc expemes, of c:atain regulatory fees imposed OD the Carrier 
by the Commiaion, including but not limited to fees imposed on the 
Carrier to support universal telecommunications service. 

3.11.3 Carrier may collect from Cllstomer charges Carrier pays for access to locaJ 
networks, including. but not limited to, Commission-rnmdaled charges 
such as the Pn:subscnl>ed llllerexchange Carrier Charge. Carrier may also 
collect from Customer administrative expenses associated with such 
charges. 

3.11.4 Carrier may collect from Customer that portion of p.iymmts made to other 
carricn which reflects pass througbs to Carrier of payments made by such 
other cmicn of regulatory fees (including but not limited to fees imposed 
OD such other carriers to support universal telccommunicalions service) 
and fees for access to locaJ networks. Carrier may also collect from 
Customer administrative expenses associated with such charges. 
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AS m..ECOMMUNJCA TIONS. INC. 
Wa AUSTAR TELECOM 

SD.P.U.C. Tarifl'No. I 
Or.-a'acel6 

3.12 Tff'llllllal F.qaipllleat - Service may be used with or terminated in terminal 
cquipmc:nt or communications systems, such as a PBX or key telcpbooe system. 
provided by Customer. Such terminal equipment or communications systans 
shall be furnished by and maintained aa the expense of Customer, exc:q,t u 
otherwise provided. CUSIOmCr is also responsible for all costs at its pranisea 
incum:d in the use of Service. including but not limited to equipmc:ot, wiring. 
electrical power, and penormel When such terminal equipment or 
communications systems are used. they shall in all respects comply with the 
generally accepted minimum protective standards of the telecommunications 
industry as endorsed by the Commission. 

3.13 la1emNIMdioll - Service fumiJbed by Carrier to Customer may be connected 
with the services or facilities of otbcl' carriers. Customer is respomal>Je for all 
charges billed by ocber carricn in cocmection with the use of Service. Any special 
equipmcnl or facilities necaury to achieve compatibility between carriers are the 
sole n:sponst1,ility of Customer. 

3.14 laspecdoa, Tada1 ud Adjntrnat 

3.14.l Carrier may. upon reasonable notice. make such tests and inspections as 
may be necessary to determine whether tariff n,quiremeots are being 
complied with in the insta1Ja1ion. operation. and maintenance of 
Cusiomds or Carria's cquipmc:nL Carrier may, without notice. intenupt 
Service ll any time. as nccesury. because of a departure from any of these 
requin:mau and may continue such interruption until its n,quiiemmts 
have been satisfied. 

3.10 Upon n:aoaable notice, the facilities provided by Carrier shall be made 
available to Carrier by Cuslomer for such telts and adjumnc:ms • may be 
nccesury for their maintenance to a coadition satilfaaory to Carrier. 

l.14.3 Carrier shall not be liable to CUssomer for any for Service 
intaruption pmsuant to this Section. and Cmtomt,., sbal1 not be entitled to 
any credit for intaruption of Service pursuant to this Section when the 
intaruption of Savic:c is lea than two (2) hours. 

l.15 ............. of Semce 

1999 

ICaaHildm 
AS Tc-la:, ,e,w,ic aticlas, loc. 
223 East De La Gac:na Snct 
S.... Bart.a, Calilonlia 93101 

1999 



AS 1ELECOMMUNJCA TIONS, INC. 
Wa AU.STAR TELECOM 

S.D.P.U.C. Tariff'No. l 
Original Page I 7 

4. 

3.15.1 Customer shall be given a credit allowance for any interruption of Service 
which is not due to (a) Curler's inspection, testing or adjustment, if for a 
period of two (2) hours or less; (b) mislakes or mon of Customer, or (c) 
the failure of facilities or equipment provided by Customer. 

3.15.2 Credit allowances shall be subject to the general liat ility provisions set 
fOltb in Section 2.3 herein. It mall be the obligation of Customer to notify 
Carrier immediately of any interruption of Service for which a credit 
allowance is desired. Before giving such notice. Customer shall ascertain 
that the trouble is not being caused by action or omission of Customer, or 
is not in facilities or equipment, if any, furnished by Customer and 
connected to Carrier's facilities. 

3.15.3 For the purposes of credit computation, every month shall be considered to 
have seven hundred twenty (720) hours. 

3.15.4 No credit shall be allowed for any interruption of Service ofa continuous 
duration of less than two (2) hours. 

3.15..5 Customer shall receive a credit against any monthly fixed charges for an 
intmuption of Service of two (2) hours or more at the rate of 1n20th of 
the monthly non-usage sensitive charges for the Service affected for each 
hour or major &action thereof that the interruption continues. The formula 
for calco)ating credit shall be as follows: 

Credit-= _A_ X 8 
720 

•A• • Outage time in houri 

"B• • Total monlbly fixed (non-uage sensitive) 
charge for affected Savice or facility. 

DESCRIPTION Of SERYJCE 

4.1 Anfh...., olSenlce-Carrier off'en interexcbange telecommunications 
scrvic:e to any pc:noo or company within its service area who delira to be a 
Customer, subject to the tams and conditions of tlliJ tariff. Service is available 

1999 

EeaHildca 
AS Tdec . eti w Jae. • m Eaat De u o.m Sired 
S... Bldim. C.lifnnia 93101 
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AS TELF.COMMUNJCATIONS, INC. 
Wa All.STAR TELF.COM 

S.D.P.U.C. TmfrNo. l 
Oriplal Pagc 19 

4.3 Servtce Offertap - Applicable rate schedules for the following services are 
provided in Section S. 

4.3.1 SwttdMd Acaa 1+ Scnice - An outbound long distance service. Thia 
service utilizes Feature Group D access. 

4.3.2 Dedicated Mall O.tboud Semce- An outbound Jong distance 
savic:c that utilizes dedicated Access Lines to connect the aavice 
loc:alioo(1) of Customer to Carrier's POP. 

4.3.3 Swltdled TawtHdoa Toll Free Servke - An inbound long dimnee 
aervice that terminates calls over the local telephone Jines of Customer. 
Calli are toll free to the calling party. 

4.3A Dedieated Tfflllludoa Toll Free Scnice - An inbound long distance 
service that laminates calls over dedicated Access Lines from Carrier's 
POP to the service location(s) ofCusaomer. Calls are toll free to the 
calling party. 

4.3.5 Tnml Card Sa ,tee- An outbotmd long dimnce ICl'vice that allows 
Cos1oma' to place long distance calls fiom loc:atiom other than their 
primary service location tbrouab the me of a toll free network accaa 
fPIDN and Ill Autborizatioa Code. 

4.16 Cmal Cslb1 Senke-A ICIVicc that allows CUltomer to place long 
dilea.tie c:alls hm a line that ii not presub9cribcd to Carrier by dialing a 
Canier ldmlificatioo Code (CIC) in the form "IO XXX" oc "10 10 XXX," 
OI' adlcrwi8e. 

1999 

lallildm 
AS Tm . ,.; w Ille. • 
me.t0c1.ao..m111eet 
S.. Bllllln.<>Nfnnie 93101 



AS TELECOMMUNICATIONS. INC. 
Wa AU.STAil TEI.ECON 

SD.P.U.C. Tariff'No. 1 
OrigiDal Pace 20 

s. 

4.A Dedk:ated Acrm Laa - Dedicated Accas Lines may be required to connect 

Customer localiom to Carrier's POP. Such dedicated Access Lines, wbm 
required. shall be the sole rapomibility of Customer. NotwithstlDding such 
responsability, Carrier may, upon Customer's request, order SliCb dedicated 
Access Lines on behalf of Customer IDd invoice Customer for all related 
recurring u,d non-recurring charges. 

Mm AND CHARGES 

5.1 Gatenl 

5.1.1 Coovenalioa Minuta, which reflect usage sensitive cbarga raaldng 
&om use of Sc:rvice, are billed ball Scrvica exccpC Casual CalJing 
Savice in inuanmta of lix (6) seconds with an initial paiod u iamcated 
below. Following the initial period. all charges for these Semca are 
muodcd to the next higher six (6) second increment for billing purposes. 
1bc charge for each call is then rounded up to the nearest S .01. 
Conversation Mimdel for Cuua1 Calling Savice are billed in incrcmenta 
of one (1) minute with an initial paiod of one (1) rnirnate,, u indicated 
below. Following the initial period, all charges for Caul Clffing Service 
are rounded to the next bigla ooc (I) minute inaanent for billing 
purposes. The charge for each call is then rounded up to the neaat S .01. 

5.1.2 Other than the cblrgel indicated in prior sections of this 1llrift: dKn are DD 

installation cbarga or monthly recurring charges for Sc:rvice, excq,t f« 
c:blrgea incticated in Section 5.3 IDd the installation cbllrga and/or 
mombJy RICdbiog charges mociated with the UIC of dedicated }.aaa 

Lines ordered by Carrier on behalf of Customer. 

1999 

KallildeD 
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AS 11!LECOMMUNICATIONS, 1NC. 
Wa AU.STAR TELECOM 

SD.P.U.C. TlrifrNo. 1 
OripsalPIFlt 

ill The initial period for Switched Access 1+ Service is six (6) sec:onda. 

5.2.2 The initial period for DediCllcd Accea OU1bound Service ii six (6) 
seconds. 

5.1.3 The initial paiod for Switched Tamination Toll Free Service is eighteen 
(18) seconds. 

5.2A The initial paiod for Dedicated Termination Toll Free Service ii eigbtcai 
(18) seconds. 

5.2.5 The initial period for Travel Card Service is thirtJ (30) seconds. 

5.2.6 The initial period for Casual Ctlting Service i one (1) mbmte. 

5.3 ... Set ,lte ... 

5.11 SwMdN.4 Mall I+ Sct tll:e 

1999 

Calls GrigiNDng and tanoiNling in c:outioa,tal 
Uailed SIila (All Day Paioda): 

Calla originating OI' tcrmiDIOng in Alab. 
Hawaii, PIiato Rico, U.S. Yqin lllmdl 
(AD Day Paiods): 

ltallideD 
AS Tele c • •iew, IDc. 
m Elll De 1.aa...as.at 
......... OtM •93101 

S0.1490 

S0.2000 

1999 



Usage Sensitive Charges (Rate Per Minute): 

Calls originating and tcnninaling in continental 
United Stites (All Day Periods): 

Calls originating or terminating in Alaska, 
Hawaii, Puerto Rico U.S. Virgin Islands 
(All Day Periods): 

5.3.3 SWllmtd Tenaiaadoll Toi Fl'ft Service 

Usage Sensitive Charges (Rate Per Minute): 

Calls origiDlring and tamioltiq in continental 
United SIiia (All Day Periods): 

Calls originating or terminating in AJasb, 
Hawaii, Puato Rico, U.S. Virgin Islands 
(All Day Periods): 

Non-Usage Sensitive Charges: 

JmtaUarioo fee for toll free number: 

S.D.P.U.C. Tariff'No. 1 
Oriplal Pap 22 

S0.0790 

$0.1800 

S0.1490 

Per Directory Lisaed ToU Free Numba' Per Mouth: 
S 10.00 
$27.00 
S S.00 

1999 

Moadlly recm1ing c:barge: 
C1mge per call for all calls originating &om 

paypboaes 

kcaHildat 
AS Tela: kaliom, lDc. 
223 Eal De La Oaem s.r
S-Bllllm, ~ 93101 

S0.4S 

1999 



5.JA 

5.15 

5.16 

Dedicated Ta I adoa T• Free Servlee 

Usage Sensitive Charges (R.alc Per Minute): 

Calls origiuting and terminating in continental 
United States (AU Day Paiods): 

Calls originating or terminating in Alaska, 
Hawaii. Puerto Rico. U.S. Virgin h1ands 
(AD Day Periods): 

No.Usage Scmitive Cbargea: 

JmtaParion fee for toll &ec number: 

S.D.P.U.C. Tlrifl'No. l 
Oripa1Pqe23 

$0.0790 

S0.1800 

S 25.00 
Per Direcsory Lilted Toll Free Number Per Molllh: $27.00 
Cblrgc per call for all calls originating from 

payphones 

Tnml Cant Set ,ke 

Uage Sallitivc Chaps (Rale Per Minuae): 

C.U. ariginatjng and tcmrinating in CCli•iuenul 
Uniled Slates (All Day Periods): 

Calls oripwing or taminating in AJab, 
Hawaii. Plla1o Rico. U.S. Virgin Islands 
(AD Day Paiods): 

Nan-Usage Sensitive Challpl: 

Clmge Per Call 
Clmge per call for all calls originwting 6am 

paypbJnes 

C.Bildm 
ASTelec ·:,,;am,lac. 
m Eat 0e 1.a o.m Sired 
Saa a.t.a, Otifcnie 93101 

S0.4S 

S0.1800 

$0.2500 

SO.JO 

S0.4S 

1999 



AS TELECOMMUNJCATIONS. INC. 
Wa AU.SrAR TELECOM 

Usage Sensitive Charges {Rite Per Minute): 

AD Day Paiods: 

Rdumed Oaeck Charge (Per Check): 

5.5 Special Pa 1•1111111 

S.D.P.U.C. TnTNo. I 
Original Pap 2A 

S 0.1790 

$25.00 

$0.85 

Carrier may. from time to time. waive or vary 1bc rates and charges associated 
wich c:atain ICrvica b .. IIJDJbODII, market racarcb, oc OCbcr similar purposes. 
In DO CW lhalJ the raa1ting rates and dlllga exceed the ralcs and charges listed 
in Ibis tariff' far 1bc IIIDC scrvica. 

.,,, 
S..Hililla 
ASTclm: . ••• lac. . 
m ea.De 1.ao.nas.m 
Sala ...... Calihlie 93101 



s.D.P.U.C. TlriffNo. I 
Oriplll Pap Ne. 2S 

5.6 Sa ,Ice Olmlllp ,_ ALISl'All'1 llw Ra, Al Werlll, Grwl S11111. _. 
1'rlflt PlaJ c r I n Applicable na.e sc:boduJea r« the following ICr¥icca 
are povided in Seetiaa S.8. 

5.6-1 Swlllllll Acaa l+ Sa ,Ice AA outbounll loag dittwn ICIVice. Tbil 
•¥ic=e IJlili?n Famre Gn,ap D access. 

5.6.2 0c• a • MC11111 Ou6 •• Sa ,Ice An~ Jcma diitw-:c 
••ice 81111 llll'liza dedi- ad Accell LiDes to UIIDd tbe •wice 
locllim(1) of o..aoe,N r ID c..ricrl POP. 

5.6.3 Sat lrfTa I cSil+•T•PneSa,lce AniabcMpllaasili• e 
••ice .. leid·HWI calll OYa' tbe local telq,boaae lines ore.. 'I'. 

Calla are 1oll iee ID the c:aOing pwty. 

5.6.A o.• a I Ta I ,..,,, T• Free Sa wtce An iaboanrl long dillw, e 
•rice dal taneimsa c:aDs over dedicated ADCaS Lines &om Caria's 
POP IO die IClvicc locllion(s) of Cus1omcr. Calls arc toll lee 10 tbe 
c:alliDg paty. 

5.6.5 Trawl On Sa ;Ice All oulbciuDd ... diltllltle lelYic:e lbll aDan 
C. r ID place long &ew« calls fnlm localiom odlcl' 1111D dacir 
...... rvy Mticc loaltiaa de+oup the UIC of a IOU 6ee netwOII. accaa 
-•herrad • AlllboliDlioa Code. 

5.6.6 C.• • C Tz I Sa ,Ice A ICl'Yice 11111 allows Customer to place long 
tile e alls .&am a liDe Iba is nat praublclibed to Carrier by ctialina a 
Clllicr Id Sifiis:ariaa Code (CC) in the fonn ... 0 XXX" or •t O JO xxx.• 
oradlawiK. 

"" EmlliWm 
AS TcllC • •- Ille. • 
mEa110e1ao.mS1rect 
.... ........_cr:s • 93101 



SD.P.U.C. TariffNo. I 
Origiml,. No. 26 

5. 7 De Ill~•• ACUSI Uaa - Dedicated Access Lines may be required to connect 
Oaslomer' loallions to Carrier's POP. Such dcdicakd Access Lines. when 
RqUired. lball be lhe sole 1espon11bility ofCustoma-. Notwithstmcling such 
1Clp0US1Dility, Carrier may, upon Custolna's request. order such dedicated 
Access Lines on behalf of Customer and invoice Customer for all rclak:d 
recurring and non-n:cwring charges. 

5.1 BAJB AND CHARGES 

5.1.1 

A. Conwalllioo Minutes, which reflect usage sensitive chuges resulting 
&om me of Savic:e, are billed for all Services •:xccpt Casual Calling 
Service in inarmems of six (6) seconds wi1h an initial paiod u indicated 
below. FoUowiog the initial period, all charges for these Saviccs are 
aw- rM to lhe next b.iper six (6) second ia.:acawt for billing purpose$. 

The c:barF beach call is then rounded up to the nearest S .01. 
Conwamion Mmes for Casual Calling Service are biUed in "'ina-aoeuta-... 
of one ( 1) minute with an initial period of one (I) minule. u indicated 
below. Following the initial period, all charges for Cuual Calling Service 
arc aowwk,d to die next b.iper one (I) miJnde inacmeut for billing 
purposes. The c:barge for each call is then rounded up to the nearest S .01. 

a. Olbcr than the c:mrges indicaaed in prior sections of this larifl: there arc no 
imuJJMioa dllip or monthly recurring charges for Sc:rvice. except for 
charges indica«ed in Section S.3 met the imt•Uttion cblrgea and/or 
molllbly aecua,ing duirges aaociated with lhe use of dedicated N#::&S 
Lines ontaed by Carrier oa behalf of Culaomel' . 

. ,,, 
Eallidal 
AS Tcloc . ,._, lac. 
m Eaat 0c La o.m SIied 
S... ....... Califania 93101 

1999 



8.D.P.U.C. TariffNo. 1 
Oliplll Paae No. 27 

A. TIie iailial period - Swilc:bed Accea l + Savice is lix (6) IDCCIOlls 

a. n.e iailial period • Dodicated Access Oachound Service ii• (6) .,..,.. 
C. 1111c iailial period b Switched Tamination Toll Free Savice ii cigblem 

(18) IIIOOIWh 

D. 1111c milial paiod b Dedicaaed Termination Toll Free Sa vice is cigldem 
(ll)IIIOOIWh 

E. 11le iailia1 period b Travd Card Savice is tbiny (30) leCGlids 

F. 11le illlitial period b Camal Calling Savice is one (l) mimv 

5.1.J ..... ,ke .... 

lJSIF Swailite Qaga (RIie Pu Minute): 

hllalm: SO.IIS 

so.us 

iM 



IM 

Usage Scmittve Cblrga (Rae Per Minme): 

lnlalaa: 

lalrallla: 

lmallla: 

Non-Usage Scmitive Cblqcl: 

lmhDarion fee b lDD he aambcr. 

s.D.P.U.C. TariffNo. I 
Oripal ... No. ZI 

$0.079 

$0.079 

$0.IIS 

$0.IIS 

Per Dindoay l..ille4 Toll Free Number Per Madh· 
Moadlly nicuniDg c:barae-; 

S 10.00 
S27.00 
S S.00 

Clapper call ball calla orig Siag ... 
paypllola 

Kallilllm 
AST+ . ri Ille. • m lilll 0e 1.ao..a S11ec1 
._ ...... ore ... 93101 

S0.45 

1999 



D. 

E. 

.,,, 

lnlcrlm: 

lnlralau: 

Non-Usaac Sensitive a.ga: 

lntt•Parion fee for toll he numba: 

S.D.P.U.C. Tariff'No. l 
Oripal Pase No. 29 

$0.079 

$0.079 

$25.00 
Per DiffaJry Listed ToU Free Number Per Month: $27.00 
Omge per cell for ell calls origineting 6am 

paypbones 

TnwlC...Satltt 

U.. Semiliwe Clllqa (It.- Per Minute): 

lmalala: 

lnlnlela: 

Nao-lJaee Scmitive Cberga: 

Cbqe Per Cell 
Cbqe per cell for ,0 cells origineting &om 

peypboaa 

Kallildm 
AS Telei: I ••. Ille. m l!altDe taOllaa s.. 
S.. ......_ C tlG • 93101 

S0.4S 

$0.170 

$0.170 

$0.30 

$0.4S 
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EXHIBITF 
(Key Personnel) 



....... P.Hldll'I 
PrNldenl 
AU.STAR T.-o,n. S.. a.awa. CA 

Ken Hldln. ~It d AUSTAR Tllecom. pll 1111111 over 30 yws d 1111 co.11,ulicllol• 
..-y...,.a ... palcullr ....... lnllllla.........-nt. Mr. Hilden)c*INALLSTAR 
Tlllcaln'S ..... ODl ... if. STARTellca.w1ura11D1-.1nc. (fl11itaq. STRX) In 1818 .... 
...... ._,_. .. T....e111IIOCCaVlcaPr11J:w1tdSalea. Priarlolllll.MWVlm 
PNeidlllt dS.. IIWIII eo..t Tlllcoi,aulicllol• ("WC1;. • ftllllols Mda lang dlltlnCa 
Cllrilr and tparC elglll,-n a AlgiDI• Vim AWlidlllt It WITel Mr. Hldln lllo apn .
,-. at lCI In• ._...,dma.-a; ... .,.... ... ...,..MCI•••• acraa .. CXIUM'y. 

Mr. Hldln beglrl NI caw in 1111 c IJilliluicalol• In .. mkl 1980'a wOltdng Mi•slnga tar Pacac 
T ..... • C:0...-lf..... MI .ding um:lflly In .. San Ft•scllco 8af .... Hthltd ~ 
a1 ••~II Pac Tai blbe mowing ID Sculwn Padlc Canl'nunk:allan Compalr, is 1978, .......... becal,• Spmt. 

M PNlldll• d ALLSTAR TellODln. Mr. Hldln ii reepo1salllt tar lamllMling ALLSTAR's 
*alligl&.dndial, and a.111Jngal opeilllim .. AU.STAR Telecom ii a ~awned 
.._.., d STAR Tellca111u.icllai-. Inc., one d .. na11on·s 11rgeat p.ddy held 
i**,ollilAllll lang dillaa campaliflS. llundled is 1998, AUSTAR Telecom ss«ielZM is 
a9lrtng •lctled and dedic -.S long diltllia lllMCe, IDI free serw::e and caling card Nfvk:e lo 
i ......... ~ toQINd bulineaes. AUSTAR has grown lo len .... offices NltiollWide. wlh 
---· major acau1t INml loclled is Europe and Asia. Under t. leadership d Mr. Hlden 
and NI ma.ag1111•• 1Nm. AU.STAR Telecom ls leading ST AR's mpansion In the global 

Qihii•cilll --. 



management bios 

Officers & Directors ..: 1 
'~ 1

1 

• • 

...... 
• r.tSllell ·~Osaui• 

BEHIND STAR TELECOM 

·:1ri:.wp111:r £. Edgc:cumb 
Mr. Edgecomb co-founded the Company in September 1993, 
served as President of the Company until January 1996 and 
has served as the Company's Chief Executive Officer and 
Chairman of the Board since January 1996. Mr. Edgecomb 
has been a Director of the Company since its inception. Prior 
to that time. Mr. Edgecomb was a founder and the Executive 
Vice President of West Coast Telecommunications ("WCT"). 
a nation-wide long distance carrier. from August 1989 to 
Dcccmber 1994. Prior to founding WCT, Mr. Edgecomb was 
President of Telco Planning, a telccommunicatio11s consulting 
fmn. from January 1986 to July 1989. Prior to that time, Mr. 
Edgecomb held senior level sales and marketing positions 
with TMC Communications, American Network and Bay 
Area Telcpon. 

•. I':' I. 'd:i','r 

Ms. ·casey has been a Director and Secretary of the Company 
since co-founding the Company in September 1993, and bas 
served as the Company's President since January 1996. Prior 
to that time, Ms. Casey was Director of Customer Service at 
WCT from December 1991 to June 1993, and served as 
Director of Operator Services at Call America. a long diaance 
telecommunications company. from May 1988 to December 
1991. 

•. ·a•w 1 11:111 rumi)-
Mr. Crumly bas served as the Company's Executive Vice 
Presideru-Salcs and Marketing since January 1996. Prior to 
that time. Mr. Crumly served as a consultmt to tb.e Company 
from November 1995 to January 1996. was Vice President of 
Carrier Sales of Digital Network. Inc. from June 199S to 
November 1995 and was Director of Carrier Sales of WCT 
from June 1992 to June 1995. Prior to joining WCT. Mr. 
Crumly served in various sales and marketing capacities with 
Metromedia. a long distance company. from September 1990 
to June 1992 and with Claydest.a. a long distance company. 
from May 1987 to September 1989. 

, me.· :. liul:;ruu 
Mr. Kolsrud has served as the Company's Executive Vice 
President-Operations and Engineering since September 1996. 
Prior joining the Company. Mr. Kolsrud was an 
international telecommunications consultant from March 1995 
to September 1996. Prior to that time. he was a Vice 
President. Corpor:uc Engineering and Administration of IDB 
Communications Group. nc. ("IDB·). an intcmational 
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communications company, from October 1989 to March 
l 99S. and prior to that tjme, he was President of the 
lnlemational Division of IDB. 

K,.'ilr D. £ 11u 
Ms. ·Enos bas served as the Company's Chief Financial 
Officer since December 1996 and as Treasurer since April 
1997. Prior to tbal time. Ms. Enos was an independent 
consultant in the merchant banking field from February 1996 
to ovember 1996 and a Vice President of Fortune Finmcial. 
a merchant banking firm. from April 1995 to January 1996. 
Ms. Enos served as a Vice President of Oppcnbeimcr & Co .• 
lnc_ an invesuncnt bank. from July 1994 to March 1995 and a 
Vice President ofSur:ro & Co .• an investment bank. from 
January 1991 to June 1994. 

, , , ,lu ·,•,._,. ·.;11i ' 

Mr. Chesorus has served as a Director of the Company since 
May 1998. With over 14 years of telecommunications 
industry experience. Mr. Chesorus comes to ST AR after 
serving as President and Chief Operating Officer of ACC. 
Corp. now TCG, where he held responsibility for all sales. 
m.arkcting. customer service, nctWork engineering, and 
opcraring activities throughout ACC's U.S .• Canadian, and 

.K. subsidiaries. Before his election as President and COO 
in 1994. Mr. Cbesonis held the positions of President of ACC 
Long Distance Corp. (U.S.). President of ACC-Tel 
En1erprises (Canada), and Managing Director of ACC Long 
Distance (U.1(.). 

, . . ·r. · ,;1,i ~11 

Mr. Gershien bas served as ll Director of the Company since 
March t 998. Mr. Gersbien has been the Seruor Vice President 
of Sales and Marketing for Level 3 Communications, a 
telecommunications and infonnation services company, since 
January 1998. Prior to that time, Mr. Gersbien wu the Senior 
Vice President of National Accounts for WortdCo~ Inc., an 
international telecommunications company, and President and 
Chief Executive Officer of MFS Telecom, a division of MFS 
Communications, Inc. prior to its merger with WorldCom. 
Inc. 

,,.,,·. ,>11 riur ·11111:.. J .. 
Mr. Hutchins has served as a Director of the Company since 
Jnmwy 1996. Mr. Hutchins has been President of GH 
Associates, a telecommunications consulting furn. since July 
1989. · or to founding GH Associates. Mr. Hutchins served 
as President and Chief Executive Officer of ICC 
Telecommunications. a competitive access provider, and held 
senior management positions with several other companies in 
the telecommunications industry. 

" u, c. S1H!t1e1.1:ur 
Mr. Snedegar bas served llS a Director of the Co~y since 
January 1996. Mr. Snedegar bas been the Presider and a 
Director of UDN since June 1990. From June 1980 to 

hnp://www .startcl.com/bios.hbnl 
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February 1992. Mr. Snedegar was the President and CEO of 
ArneriTel Management. Inc .• a provider of long distance 
telecommunications and management services. Mr. Snedegar 
is also a director for StarBase Corporation, a software 
development company. Mr. Snedegar aJso serves as President 
of Kendall Venture Funding. Ltd., a reporting company in 
Alberta. Canada. 

,i·,1111 I U 1rjiJ; 

Sam Tawfik has served as a Director of the Company since 
February 1999. Mr. Tawfik founded PT-1 Communications, 
Inc. in April, 1995 and was Chairman of the Board of 
Directors and Chief Executive Officer of PT-1 until its merger 
with ST AR in February of 1999. Prior to 1995, Mr. Tawfik 
invested in and managed fixed and liquid asset portfolios for private ilCC-OUOts. 
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South Dakota Public Utllltles Commission 

WEEKLY FILINGS 
For the Period of August 19, 1999 through August 25, 1999 

If you need • complete copy of a filing faxed, overnight expressed, or mailed to you, please contad Delaine 
Kolbo within five business days of this filing. Phone: 605-nl-3705 Fax: 605-773-3809 

CONSUMER COMPLAINTS 

CTll-037 In the Matter of the Complaint flied by Lyle Tunhelm, Andover, South Dakota, 
against MCI WorldCom Regarding Increase In Rates Without Notice. 

The ~ad indicates that he was contacted by a telemar1<eter rep,esenting MCI offering a rate 
d 10 cants per minute for long distance calling. The Complainant then received a billing in which he 
was c::halgad up to $3.04 per minute. The Complainant wishes the billing to be rerated to 10 cents 
permirdll. 

Staff Analyst Leni Healy 
Slaff Anamay. Karen Cremer 
O...Flled: July8, 1999 
111181WlllllicJl1 Date: NA 

C19SMI JI In the Matter of the Complaint flied by Loren A. Odland, Arlington, South Dakota, 
against Prefemtd BiUlng Regarding Unauthorized Switching of Services. 

The Coq,lainart indicates that phone service for Trinity Lutheran Church was switched to Preferred 
Billing wilhout IUhorization cuing December 1998. The Complainant has been unable to 
succeafuly f8IOlve the dispute and is seeking complete reimbursemen~ of charges and penalties 
a111118d 

Staff Analyst Lani Healy 
Slaff Allomey: Camron Hoseck 
0... Filed: August 9, 1999 
IIIB Wllllliol, Date; NA 

NATURAL GAS 

NGII ON In 0.11.a. of 0. Fling by Nor1hWestem Public Service for Approval of 
Coilbac.1 wilh Devlallons with Dakota Elhlnol - Lake Area Com Procenon. 

NcdM.•1 "8m Public Services is proposing to revise its South Dakota Nat\nl Gas Tariff. The 
popa11d revision lists an additional Coubact with Deviations to serve 03k Ethanol - Lake Area 
Com Processors, a new ethanol plant near Wentworth. 

Staff Analyst Dave Jacobson 
Slaff Allomey: Karen Cremer 
0.. Flied: August 24. 1999 
lnllMnion Date: September 10, 1999 

1 



NGft-G05 In a. ...... of the Ring bJ NorlhW1mm Public Service for Approval of Tariff 
RavlaiollS. 

NorthWestern PIA>fic Service has filed lo AWi1e its Soulh Dakota Naual Gas Tariff by act,asting its 
fuel rel81ttion percnage in Stal ctiol, 6.2. The Gas Transportation Tariff General Terms and 
Conditions call for the retention pe1a1 llage for the C01'11)81'1Y's South Dakota distribution system to 
be ac:tjllllted arnally based upon the actual pe1cadage incuTed by the Company in the prior year. 

Staff Analyst Heather Forney 
Staff Altomay: Camron Hoseck 
Dale Filed: August 24, 1999 
lnl8rvention Date: September 10, 1999 

TB.ECOIIIIUNICATIONS 

TCll-087 In the llalter of the Appllcallan of TON Services Inc. for a Cert111c:a1e of Aulholtty 
to Provide Telecommunlcallons Services In Saudi Dakota. 

TON Services Inc. has filed a request for a Certificate d AIM1ority to offer resold interaxchange 
services, specific:ally prepaid card service, to residential and business OJStomers. 

Staff Analyst t lealhar Forney 
Staff Allomay. Camron Hoseck 
Dale Filed: August 20, 1999 
lnlervention Dale: Septemba 10, 1999 

AS Telecornnu,icati, Inc. dttJla AU.STAR "laf1 com has filed a reqaaest for a Certificate of 
Aulharity to offer resold it ..... i •mchalage w vices. incu:ling. ... no1 . to. 1 + 
1111 ccxmuw:ations service; ~ IDI free, privale line, and lnlWII card SIIMCBS. 

Staff Analyst I taaltier Forney 
Staff Altomay: C8mron Hoseck 
Date Filed: August 25, 1999 
lnlervention Date: September 10, 1999 

You may recelw this listing and other PUC 111lblk:at1a1• wa our w 1111·11 a, via lrarnet e-mail 
You may..._..,. or UIIIUbscrtbe to the PUC m r • 111 .... al hllp::hw•.sllle.Sd.uslpu 

2 



INTER.OFFICE MEMORANDUM 

TO: PUBLIC UI1LITIES OOMMISSIONERS 

FR.OM: HEA1HEll R>RNEY 

SUBJECT: 1UJ9-0IB IN TiiE MATIFR OF AS TELECOMMUNICATIONS, INC. 
D/B/ A All.STAR TELEOOM FORA CERTIFICATE OF AUIHORTJY 
TO PROVIDE TELECOMMUNICATIONS SERVICES IN SOU1H 
DAKOTA 

DATE: NOVEMBF.R.22, 1999 

OC: BllL BUllARD, ROLA YNE All.TS WIEST, GREG RISLOV, CAMRON 
HOSECK, ERICE. BOHMAN 

The following infonnaion was provided to commission staff as part of a data response oo 
the~ dodra. I thought that it would be of interest to you. 
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Deoemhcr 13, 1999 

ALLSTAR Telecom 
223 E. De La Guerra 

Sota Barbara, CA 93101 
(805) 899-1962 

Soadl DlbJca Public Utilities Commission 
APDficm· ML Headier Forney 
Capi1o1 Bailcting, 1• Bo« 
500 Eat Capitol Avenue 
Picm:» SD S7501-S070 

TQHR 

Dear Ml. Forney: 

RE p,. -· 
DEC 2 o 9 

rtl:tl/:esDAK0TA PUBl.lc 
COUuiSSK>N 

,. .... to conapondcnce recmtJy received from your office, please find encloaed an 
Griginal and ten copies of the following reviled original tariffpaga: 

Plge7 
PlgelO 

Page 13 
Page 14 

Al yoa roqaea&ed. tbc revilCld paga ranove any refeaeuce to AS Teleoo+iiMUlllkanom, 
Ille. '1 culleclian of dcpolill in the Sate of South lllkota. 

Ac:bow.lodga,m and dlle of fflCeipt of dlil bwmiual leaa' is rapec::dblly requeaaed 
111d a pae addr e II e d o,,m envelope is cnclolcd for tbis purpose. 

lfyaa ._.. bne my qwtic,111 nr.nliD, tbia &Jina or need Ill)' supp1ear,ag1 iabn,.._ plew coi•n me It (IOS) 963-1619, alftlPOll 3711. 

'l1llllt )'OIi - your •••• :c 

Sincerely, 

~ k"';;_...----

Eric E. Bc.,hma,a 
On Bcbalf of AS Telec:ommunic:al Inc. 
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AS TELECOMMUNICATIONS. INC. 
dNa All.STAR Ta.ECOM 

SJ>.P.U.C. Tlrift'No. I 
Ongiaal hie 10 

3.4 Cucelladoa or Discoada•uce of Senitt by Carrin' 

lA.1 Without incurring any liability, the Carrier may caoccl future Service or 
discontinue existing Service to Customer for: 

A. Customer's noncompliance with any of the provisions of this tariff 
or any applicable state. municipal or Federal law. ordinance or 
regulation. 

B. Nonpayment of any sum due Carrier for more than thirty (30) days 
after delivery of an invoice to the custody of the U.S. Mail or other 
standard delivery savice. 

C. Use of equipment in such a manner as to adversely affect Carrier's 
equipment or Service to others. 

D. Where Service bas not bcco duly authoriud; has bcco obtained by 
&aud. false pretenses. or trick:; or Carrier bas reason to believe that 
Service bas been or would be unauthorized or obtained 
fraudulently, under false pretenses, or trick. Whenever Savicc is 
canoclcd or discontinued pursuant to this Section 3.4.1.E., Carrier 
may, bcfure restoring Service, require Customer to make. at its 
own expense, all changes in facilities or equipment necessary to 
eliminate unauthorized or fraudulent use and to pay to Carrier an 
amount reasonably estimated by Carrier as the loss in revenues to 
Carrier resulting &om such unauthorized ulent use plus 
claims lodged against Carrier by third parties. 

E. Any order or decision of a court or other govenuncnt authority 
bavingjurisdiction that prohibits Carrier fiom furnishing Service lo 
Customer. 

3A.l Carrier shall give Cust mer such notice as is required by applicable laws 

1999 

and rcgulalions pri canceling or discootim1ing service. In the absmcc 
of any legal requirement to the coalnly, Carrier may provide Customer 
with such notice as the Caricr deans neca• ny to give Cusaomer m 
opportunity to ranedy the cause of the planned canc:dlalion or 
discontinuation. 

KcnHildca 
AS T c:lc.:e • ataas, me. 
223 Easr De: La Guan Street 
Sama e.t.a, Califomia 93101 

1999 



AS TELECOMMUNICA110 INC. SD.P.U.C. Tmft'No. I 
Or.-aPascl3 Ala ALI.STAR TELECOM 

3.1 Payamt _. arr 1 

3.1.1 All Service by Canier is provided wl biDed oa a moaebly bail. For 1bc 
biDing of fixed dmges, Service is c:oasidered Lo be atabti!h d upoa 1bc 
day whic:b Caricr notifies CUskJmer of the installarioo 1111d taling of 
o.eo..cr·s Savic:e. For the biJling of usage-smsitive c:barges. Ollhrlcr 
.... be billed tor alJ charges acaued beginning upon its initial acca.s lo 
Savic:e. All charges shall be billed monlhly in aaears and m: due and 
payable by Cusloma upon n:ccipt When Carrier is IIDlblc lo bill 
Customer calls due to lac:t of complete billing infomlllion or for Olbel' 
reasons, bills for Savice may be rmden:d up to oac buDdred cigbly ( 180) 
days in am:ars. The raacs charpd to Customer for Service shall be lbc 
rates in effect oa lbc first day ofCustomcr0

1 billing cycle. 

J.1.2 Bills are due and payable upon receipt. lalaal 11 1bc lella' of a me of 
one and ooo-balf'pcrcmt (1.S%) per moadl, or 1bc moi11•n nee eUowed 
by law0 lhalJ be charged OD my amoaal iriH4iOiF.g unpaicl afta-dmty (30) 
days from ddivay of m inYoicc 10 tbe cmtody of tbc U.S. Mail or oda 
ltlDdard clclivay ICl'Yice. 

11.3 Tbc wurily of Alllborizltioa Codes used by Omomcr arc die 
rapoasabiJity ofClllkwna:. All calls placed using IIICh Aillbaiimiaa 
Codes or llliDg facilities owned or c:oatroUed by Customer all be bilJcd 
ID 0momcr and must be paid by Cuslamcr. 

J.IA Carier i'CICIVCS fbe right 00 ID ongoing basis to c::xamiae lbe credit record 
and paymem babils of CIIIIGIDer. A Customer whose Scmcc Im been 
diaco.•icened by Canicr for the ooo-paymmt of bills mall be .equiled lo 
pay aapaid belance due IO Carrier hebe Service is .alOl'ed. 

3.1.5 If DOlice from Culklmer of a ctitpr.de II IO d4rges is DOI niccivcd in 

1999 

we iliac by Caricr wi1bia oac lmDdnlCI ~ (IIO) days als deliMy of 
• iDvoice to lbe CUl10dy of die U.S. Mail or odla' Mwhd ddiYaY 
llnice. the billing will be c:cmida'ed c:ormct and binding 

Kaallildm 
ASY. . lac. 
m 1:a11 Dr 1a o.m:a Sued 
S.... ...... Cail:uia 93101 

1999 



s.D.P.U.C. Tsift' No. I 
Or.-Pa,el4 

11.6 A c:iwF of twmy-five dollars ($25.00) OC' lbe applicable ••-.Y rmm 
cbcdt dmge. whichever is lea. sball apply wbcneYer my cbcdt cr dral 
b paymcnl of Savice is not accepted by lbe imtibdiou cm wllic:II ii is 
wriam. 

u lnlcatiomUy left blank 

1.11 M,w Pay&EMI- Carrier docs not require er collect advwe pa)iDCillS &om 
c.o-.n. mlea mch paymmlJ are specifically pn,vided b ia Ibis tlrifl 

1999 

~Hildm 
AS Telcc micaricw, lac. 
22J Eall De La GDena s... 
s... ...... Califaail 93101 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATIER OF THE APPLICATION OF ) 
AS TELECOIIIIUNICATIONS, INC. DIBIA .) 
ALLSTAR TB ECON FOR A CERTFICATE OF ) 
AUTHORITY TO PROVIDE ) 
TELECOIIIIUNICATIONS SERVICES IN ) 
SOUTH DAKOTA ) 

ORDER GRANTING 
CERTIFICATE OF 

AUTHORITY 

TC5088 

On August 25, 1999, the P\blic Utilities Commission (Commission), in accordance 
with SOCL 49-31-3 and ARSD 20:10:24:02, received an application for a certificate of 
authority from M Telecomnulications, Inc. d/b/a ALLSTAR Telecom (ALLSTAR). 

Al.LST AR proposes to provide 24-hotx ir lb astaa i llaacchar ve ta la carnrrmications 
• vices over the facilities of other carriers. These services will include toll free NNice, 
priYale line service, travel card service, and 1 + telecomnuiication services. A proposed 
tariff was filed by ALLSTAR The Commission has classified long distance 98rvice as fully 
competitive. 

On August 26, 1999, the Commission electronically traismitlad notice of the filing 
and the~ deadline of September 10. 1999, to interelled individuals and entities. 
No patitial • to nervene or comments were filed and at its JantaY 6, 2000, meetir ag, the 
Conwniuion considered ALLSTAR's request for a certificate of authority. Commission 
Staff rec::a,mended granting a certificate of authority, • lbject to the ca ldition that 
Al.LSTAR not offer a papaid calling card OI require daposi.s ot advance payments without 
prior approval of the Commission. 

The Conwniaion fi that it has jurisdiction aver this matter pwsuant to SOCL 
Chapter 49-31, specifically 49-31-3 and ARSD 20:10:24:02 and 20:10:24:03. The 
Cormwsion finds thal ALLSTAR ~ met the legal raqunments established for the 
granting of a certificate of authority. ALLSTAR has, in 8CC01dauce with SOCL 49-31-3, 
demoulbalad ufic:iel1t technical, financial and managerial capabilities to offer 
tel1comnu»c:ations services in South Dakota. The Commission appro.- ALLSTAR'a 
~fora certificate of authority, subject to the condition that ALLST AR not offer a 
papaid calling card OI requi'e dlp>lits OI advm payments without prior approval of the 
Commission. As the Commission's final decision in this matter, it is thecefont 

ORDERED, thal ALLSTAR's application for a certificate of authority is hereby 
gaa ad, llqect 1o the condition that ALLSTAR net offer a prepaid calling card 0t require 
deposits or advance payments without prior approval of the Commission. It is 

FURTHER ORDERED, that AUST shall file informational copies of tariff 
changes with the Commission as the changes occu. 



t:lv Dated at Pierre, SOIAh Dakota, this J,il day d January, 2000. 

taliHCATI o, - 6'12 

TIie ....... ..., calla .... . 
1&ot 1.t .......... ...., .......... f/1 .... -. ...................... .... .................... ......., ... ' 
• ' J plllpliJ'-'-



SOUTH DAKOTA PUBLIC UTILITIES 
COMMISSION 

CERTIFICATE OF AUTHORITY 

To Conduct Business As A Telecommunicatiol"'s Company 
Within The State Of South Dakota 

Aulhority was Granted Jaooary 6, 2000 
Dodcet No. TC99-088 

This Is to certify that 

1hil Clltr.( 121 ii 111 11d in acca1 dance with SDCL 49-31-3 and ARSD 
21t1Ct.24:02. and ii•~ to al d .. mdtionl and lmatim• cmllllill8Ct in 
.. NIia and ... 11 I P••• 111 its conduct d offeli,ag 18l1COfflffUlicatio11 

---· 11 .·. 
lllllcl • Pilne, Sau9I Dair.ala. this L.;J."Ut,,dtttt"' ~ 2000. 

SOUTH DMOTA PUii iC 
UTLl11ES CCMIIIIION: 




