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BEFORE TI% PUBLIC UTILITIES COMMliSSICN 

OF THE STATE OF SOUTH D;GKOTr9 
, . . 81 . .  , &-fi? & a;$$j ;$; ;c; b - ,. U.",. L - - u r i ~ k r  {g.,>% , st .  eb gqzk'gc:'*'a~ p wi 4 r ~ ~ r ~ ~ i w ~ f 6 ; ! %  

I 
- . - A ^ ^  . , - - -  -.--.- ",_ 

TN THE MATTER OF THE APPLICA- 
TION OF CITIZENS TELECOMMIJh'I- 

IONS COMPANY OF NEBRASKA, 

CITIZENS TELECQMMUNTCATIONS CO&lrP,kNY 

INC, (Citizens Nebraska) hereby respectfully requests 

Utilities Commission (Commission) grant it  a 

to South Dakota customers who are served out of the Lincoln. Schaskn Egehrrtyc, 

application is being submitted pursuant to 

20:10:32. 

PI. APPLICATION FOR CERTIF1CATE 9JI; ~Gff%0Rt"lE""Ri 

111 support of its application for a Certificrfe of Authority, 

braska provides the following information: 

1. Name, address and tetephone xrumbrrst 

Name: CITIZENS TELECOMMUNICATIONS COMP.9SY OF UBRRIU'KA, LPtCG7 

Address: 2378 Wilshire BIvd 
Mound, MN 55354 

Telephone: (61 2) 472-5590 

Fax: (6 1 2) 472-4822 

Email: Jlass@czn.com 



The entity is a corporation. 

2. State of incorporation, date of insorparatiau, 

psration: 

A copy of the Certificate of Tncorpor 

tached as Exhibit A. Also attached is a copy of the Certificate alf Fonig  Carpami 

Citizens Nebraska (state of Nebraska). 

3. Business name: 

The Applicant will provide local exchange services unde 

Paragraph I above. 

4. Corporate information: 

A. The loeation of the sppficant's 

the name and address of its current 

South Dakota; principal office will be in Mound, Minnesata. r f S t  

Registered Agent: CSC 
503 S, Pierre Street 
Pierre, South Dakola 575-Ilf 

B. List of shareholders owning 20% 

ness: 

Citizens Nebraska is a 

tions Conlpany (Citizens), a diversified public utility which, t 

divisions and subdivisions, presently provides tclccoxl~municotions, 

and wastewater services to approximately 1.8 nlillion customm frr 22 s#a%c$, 

C, State of incorporation, dat 

corporation: 

2 



Copies of these documents are attached in Est~ifrir A, 

D. Out-of-state Certificate of Authcrrity: 

Citizens Nebraska's authority to do busi~ress in l;hc 

included in Exhibit A. The Certificate of Aufhority far Citi 

in the state of South Dakota is attached as Exhibit B. 

5. Applicant's telecommunications experiertcre: 

As noted above, Citizens Nebrnskc? is n tuh 

zcns, a diversified public utility which, throi 

visions, presently provides telecornrnunic~ions, E=t.ectric, 

vices to approximately 1.8 lnillion customers in 22 states* As pait$ 

zens provides both regulated and competitive co~'itn~utlimtlatr st;r&+ccs $0 ~ 3 r d  

business, and wholesale customers. Through 

an incumbent local exchange carrier (ILEC) in ehlrtcaa S I ~ ~ C S  pr0~5deg iii%: 

and long-distance services to ap 

83% of Electric Lightwave, Inc., a Ieading fufl+sewicc;, 

exchange carrier. 

Citizens inter~ds to focus its business ofi acqtrhhaug and 

rnunications businesses in small and medi~i 

above-average economic and population gxawth. 

agreement wit11 US WEST to acquire thc telcpbattc e-xr;hatrgc it¶ Vaienswrre, NOhr;akk, 

6. Names and addresses of appElcnat's amliaft l~ s~;asbsMi 

ent organna'zatioms, if any: 



Parent organization of Citizens Nebrash is: 

Name: CITIZEN8 CQNlfMUNICATIONS COBiPPtPu'a' 

Address: Tllree High Ridge Park 
Stamford, CT 06905-2 390 

Telephone: (203) 614-5600 

Fax: (203) G24-4640 

Ernail: www.cm.net 

7. Description of Services: 

A. Cllasses of customers to be served: 

Citizens Nebraska wit1 be providing Iacal exclraknge S E F Y Z ~ ~  ts Saatth t7ib 

kota customers who are part of the Valentine, Nebraska exchange, diliz~ns Nchmskr 

will offer customers in South Dakota long distance serviecs, intcnlet t%ceoss, gtrrq $3. 

pand services to include celiular, paging and personal c&srnt.nunie'ilaitsns s ~ & ~ i ~ e s ,  

B. Extent and timeframe of provis'rrra of serv&@s; $braiigf$ o%~rna& 

cilities: 

Citizens currently contracts with AT%€" bm frrt>uid~ the ~k3tiaag~kia rtet. 

work for its long distance products, which incltrde faerddala coti~arrmiea;ri,ases, 8i?6~,~8tJ(l 

service, international calling, calling cards and dircct dhl,  IYitkl~ cx;~a al~taifs aw st~?r8$ 

being developed, Citizens Nebraska expects to invcst a rofai of apprwimvrcly %*>.$I mil- 

lion over the next four years in the US West Ncbraska cxchitngos it is acrluirinig, in&& 

ing the Valentine exchange that is the subject of this applicatiatr, 

C. A description of all facilities to be risfi6zrsd Iry apptic~lifit': 

See response to No. B above. 



ID. Types of services: 

Services will include local excltange scetvice, Ewg disfax~ce arrd tn"cm~d 

access and may espand to include ceiiuiar, paging md pcrsona'i rat.l"sm~9 t~%~bofg$ f krrB.~&%, 

8. Gesgraphic area to be sewed: 

Citizens Nebraska seeks authority ta pr~\;ide Itoeztl sx&afige 2ei-tit-e' ~41: 

subscribers of the Valentine, Nebraska exchange l~caled ivr'thtin tkc skk ~ f - ;  Ssuth 2 % ~  

kota. 

9. Technical competence o f  sppliea~b: 

A. Educatioa and experience nf ap@fcaorat'ic mEB9ggnamti w&~&aet 

who will oversee proposed local exchange: service$: 

(1) John Lass, Vice President trndC G ~ B P ~ ~ X  &#%fi,@es, C&a$a%t R ~ ~ d a  

for Commlanications Sector. Mr, Lass Is aim a firire Ptc~fifcn\t <;iIi$.f~m T~1a;at~'r?rauz 

nications Company of Illinois. He holds a B~cblnr ' s  tic$rec in civtl orgkn~crtng (&mi 

Iowa State University. Prior to his carrewlt pr.$siii~~, b$ii I,,oM W& V i ~ c  tko"e'sr~ttb%ik- 

Integration, responsible for all apccas of acquksSttc~n-r~O~x~f;D tbUcgf:t;Cti$: E~'~%WS, %I %;%8kL 

zens Communications. Other posiiitsns pretaEwnaJg; kia'fd i~nef istk;: v i c ~  Fr~bt4ctt$, kg~c+ 

nue Assurance and Regional Operations: Vice Pre;i~z$!cnt k g  Mc%: Yt$vk, P\b":~ss%yi&&%+& 

Tennessee, and West Virginia. iMr. lass jafrre4 CItjr';~as 8% BFtpt Cl$n$t&b i3$klb-$c;e ' F ~ i d *  

phone Operations Manager for thc Sherbtgmc, 'itiew %etxk &!it&# ;ti h44)0, te) f h ~ ? ~  

held a variety of operations positions in Ncw Yark uncS tEa~  klirktvs$% 'ir~ifh i.Qit"E aft*$ BXcmst 

tel. Mr. Lass is currently respansible for all hceh al t:,'it2xe%x C:f?nttr;kt%icat1;*$1%$ %:G~Iz~& 

Region operations. The Central Region ~onsisb o f  khs: atate$ aQf fnwik ii%i~mh.~ &fi$x?s.e4 

sota, Nebraska, North Dakota and Wisconsin. His rusi~unsibilitica inr ihc t'i'airal Ksg.mn 



include the oversight of all hnctions titifhin the regiaa thai 

plant service, customer care, sales, and marliering. 

(2)  Richard M. Shelton, Vice PresidentiGo: 

will be employed by Citize 

for the Minnesota, South Dakota, and eastern half of %\iosrth Rgik~ia prt$.e".~iits, 

work history includes Area Manager for Phc GTE pr~pcl-ties itr Sbfi;nnwr:r ei 

that, a Division Manager for Minnesota, 'North .and South Dskcrtu, milt 

for GTE. Prior to that time, Mr. Shdton 

sitions for Contel and GTE. He has worked 37 

His current responsibilities include operations, cngineafing atid ret 

Comn~unications Central Region 

and eastern Nortli Dakota. 

(3) Glenna Lawson, Vice Pacsicfeal, 

and Iowa: MS. Lawson's work experience inciudt?% 

with GTE prior to the transition to Citizens. Ms. 

Customer Operations for Nebraska and West Iowa Disbict, 

Iowa and Nebraska, Sr. Ad~ninistrator of Central Ok"%i@a= $uxpptin (f $Q K$m&f$t) 

Office Supervisor, Central Office 

sitions. As Area Manager, Ms. Lawson t v s  responsible i'csr t k  

NE/Western Iowa District, including cust;otnc?r sctvice., hsatefgr6'1. atid ca~nknrttrrlry 

As Central Office Manager, Ms. La~vsun wits; nspnnsibla ftsr the B V ~ E ~ I I  a e g ~ ! t ~  

two states' digital and equal access contfcrsia~.rs, rwtilt~~ msinteaattcs; &ad 

central office dispatch and test center. Ms. tat.vson's curremi+ r c ~ p o ~ f s i k % $ i  lxri 



erations, engineering, and retail sales for Citizens properaics in Nets~&ska 8sd !~!w-ET- %%&F_i*"k 

would include the South Dakota customers in the Lincoln, N ~ b ~ t a s ~  exck.mg@- 

B. Ability to respond to customer ~rlampfsiiit% and /~g&k~$@$ ~@g%8#&g 

quality of service: 

Citizens Nebraska will continue ta utilize perst~frnef in phec at 1h6 ~ E ~ G Q E  

time, so a high degree of familiarity wi th the exchalge aatl related pt in  will r~nr~iru. TBF 

Valentine exchange will be n~anaged out o 

appropriate toll-free numbers for registering complaints will be Bra place< 

10. Emergency services, operafay sewiegs, 3die~e%c$%~kng$ 

directory assistance, and telecommunicafio~rs relay %ervices~\ 

Citizens Nebraska will continrre tol offer a rdt-gc af r&\&tcbge%cy S+SP 

vices, operator services, interexchange services. d i ~ c  tory as%lslhacc t~C@$~7;fnt@ik~i~$1* 

tions relay services. The transfer of the e.y.~trif.rt-gc shoal6 appclar i@ kra $~;IPP~~G%!u &I[; c;c~old 

tomers. 

11. Financial info~mafion: 

A. A Financial Sta 

in Citizens Communications Annual Report, 

B. The latest annual report 

munications is attached as Exhibit C. 

12. In terconnections: 

A. Local Exchange Carri 

neck Not applicable, as Citizens Nebraska %ill hc the ineifnxh~nl c.iefi:%gigg 

carrier. 



B. Timing of interconnection services: 

N!A 

C. Copy of any requests far interconnection:; 

N/ A 

13. Tariff or price listing: 

Initially, Citizens Nebraska will 

As these rates have been found to 

affected South Dakota customers will hwe rerasot~ziblc ryie%, 

term, Citizens Nebraska anticipates that it 

to provide both technological improvement and 

and rural customers. 

14. Cost support for tariff or pm"re list: 

This is not required under So~Etk 

not be serving more than 50,000 customers it1 South Dt;ltcttii, 

15. Marketing of local exchange sct-trices: 

Citizens Nebraska intends to offer; 

cluding those in South Dakota. Citizens 3cbr;;rskrt wilt 

to develop a customer education oulreach to 

to Citizens Nebraska. This will incl udc rrctvspap 

priate. Through this outreach effofi, 



17. States in which npplieant b rcgiffere8 ar eniFw4 (D @resi&' tek- 

cammunications services: 

Nebraska, has never heen denied 

standing with the Nebraska Public Ulilitie Commiggfos 

18. Customer eomplaiofs: 

best customer relations in the industry. 

existing call centers to handle 

Nebraska exchange. This servirc change 

ers. 

19, With regard ta 

would reseive motice: 

For Citizens Nebraska: 

Craig A. Marks 
Associate. General Caunscl 
Citizens Communications Conlgrnny 
Suite 1660 
290 1 North Central At'entxe 
Phoenix, A2 85012 

Charles A. Hafilan 
Maslon Edelman Bornan Bi Bnnd l.i.p 
3300 Nowest Cenfer 
90 South Seventh St, 
Minneapolis, MN 55402 



Darla Po llman Rogers 
Meyer & Rogers 
P. 0. Box 11 17 
Pierre, South Dakota 57501 

20. Billing and cailecting cHrarges from ruoIomer:d: 

Customers will be billed in the a ~ t c  mmmr is they Vigm prim %a i?&e 

sales. Customers will receive their bills monthfy in the rn;tll, a d  they \%~tlF ~ r t ~ i - 6  pigs~t~et 

to the Mound City, Minnesota ofice. 

21. Applicant's policies relatang fo sniieitatir~.rt sf at.w eagtaatga wt& 

prevention of uaauthoi-ized switching MihcaJ strlmice: 

Citizens Nebraska abides by the fcfter md spirit of ;kt) rlppiih~%i~ &tit~s k x ~ k  

federal statutes and does not engage in slamn~ing. As Ci tixnf; Xcbr'agk~g $9 a# i n c ~ ~ ~ s I ~ ~ % t  

local exchange carrier, this issue is unlikely Ictr arise, 

22. Number and nature of sompbiarts: 

There are four pending corr~plnints agrtitrst t B S $Vat !&~GPK~ hy S P ~ ~ $ B ~ I  a>&@. 

kota customers in the Valentine, Netrrwka cxchmgt:, 

23. Written request fur waiver o f  irsappllrablt: mf~g: 

Applicant respecthlfy requests waivcts of' any Inappiboirrble ~glB8,r; I Y G R ~ ~ ~ ~ ~ E L  

ing to application for certificate of public convenimee and nlfessiry sshnritred h)i irfipli* 

cant. 

24. Federal Tax Identification EumRitm: 

FOP Citizens Nebraska: 



In conclusion, Citizens Nebraska rspspr~tfully~ rgwsis tkt this gg7d5mfili4* 

sion grant it a Certificate of Authority ta provide local czck~kge tr~rrica m gM e?~se*d 

area. Applicant requires a Certificate of A$ltho&y to provide slate-ogt$re-a@ I C ~ G E O ~ ~ ~ E ~ .  

..;--4:--- - . . - 
~ir~nuuna senilces to [he South Dakota ~usiomets located in ihc Vaisnrik. 8cbfash;e exc 

change. 

n 0 .. . .  dW 

nespec~~uvy submitted this )."f,? -.4L day a f a 3 u q  , - L_-- a &%$% 

r r c u  r ldLt %% fFt*Wf;rS%aY 

P' s* Box f r t 7 
Picab* Sautbb Uakcrt~ $?5;trf 
A~torndy fnr Cifi&~ns Y6trtlnniwh~%issllara 
C:rr~mpmy rsPNstur~&k% 



ST.-% TE oj" D IZ t .kW .&,RE 
CERTTT;ICSTE ofESCORI;OR,l"f*EC%3 

,4 STOCK CC?WUWTZ<3Y 

Fia t .  The name oC Cnr Corporation is Citktmz T e l ( t ~ i ~ i r m ~ r t i ~ d ~ ~ r x  Cf~mpkr? 
of Scbraska 

Second: Its regiswed office in the State of Dc!s~%-sse 8s ro Ic teatad ai. 
1 (a 13 Centre Rand, in the City uit&%rnirtgtrira, C3rtfxry QEYQW C&&r;. 
Z p  Cade 89805. Thc regissercd ngent irt chftrge &mof i s  C&q~.hmhift~ 
Service Company 

Tlr n'rd Tne purpose of the corpodon is to engage ixt bwfaf A&; usr $.=*~.f?y 
for whicn corporzrtioas may be org ik~ed  trader the Gelrllsid t",c?~;t&ti~~ 

Law af Delaware. 

F'ourzh: The amount of the total authorized apiwt sT3ck af & r ~  ~bqx~f;tttsrs r $  
1,000 shares at no par value, 

Fifth : The n m c  arid mailing address of \he incotparittt~r is as <~eflllakai";: 

Charles J. Weiss 
Cilizcns Uutities Comptuby 
Three High Ridge Pak 
Sramford, CT 06905 

S a l t  : The Board of Directors shdi have the pawe: tip adapt' mead QC r$peJS (Ilc 
Bylaws. 

Seventh : No eector shill1 be personally liabEe to tthc CckqamtEahr ar k& S Z W ~ Q W ~ W  
for monetary damages for my breach af fiduciiriuy duty by mZ9 dieesaa as 
a direcxor. Norwithsanding the forcgahg se!nflrtfrcc+ a d%&tof be 
Liable ro thc cxtent provided by appliwhic Ijl~rv,, fi] forbre& af the 

I, The Undersigned, for the purpse of f o ~ g  a cowafi@a;n uddw the k&m sf &c Ska* 
of Delaware, do makc, filc and rccord rPiiv Ccmficatc, ttnd da anif) &a athk f&gk$ ~ C P ~ E P ;  

stated am me,  and I have accordingly set my hand &is zMt day- orSeptaib, f e59Q 

STATE OF EELBWZdE 
sc=T&?Y ClLf STATE 
'IsZON OF CORWRATXONS 
LED 1::30 09/03/1999 
991370299 - 3092736 



APPLICATION FOR CERTIFICATE OF AUT~~QRFZITY 
TO TRANSACT BUSitNESS 

@#@608'3 9 P4: 4 
' PZE?JS TEI,ECO~I~IUI~: CRT 1ON5 CO 
;pa ogf13/1?99 09 39 an Scojt Moore, S s c ~ t x y  0.f Sfate 

Room I30 1 State Capitol, P+Ci.. Box 94606 
Lincoln, bfE 68509 

Submit in D~rpiicaee 

Atta>h a certificate of good standing duIy audrenticated by &a tl+~&fi~i& kavizbge%$:@dy ~fkbse 
corporate records in the state or country under whore h w  the croqo~ri;i~i.r $3 inc@*&t&; Sa~h 

.Lb 

certificate shall not be more &an 68 days otd. A ccrt'rficd GORY ~f th:~irr;F~% rilt~*qar:~f,i~~ 
should not be submitted and is not acceptable in lied af such cdfiat i;+ 

N m e  of Corporation C I T I ZENS TELECOMI4UN I CAT iOb1lS - EOF%PANT p GF NEEGEASRB _Y,-.-,,i_ 

I _. ___,* 

Fictitious Name of Corporation 
(to be uzed only if actual corpora name is u n a ~ ~ i ~ a b l r ' f ~ ~  

Date Incorparation s E P T EM BE-* 1 9 s -  

Period of Duration PERPETUAL 

Address of Principal Office THREE H 1EH 8 3 8GE PARIC, -- STP"INf2@@B, d y  ~ - - m . w - ~ ~ ~ ~ ~ ~  BPgT? % 
Saccc Addfess T h p  

Registered Agent THE PRE 

1 9 0 0  FIRST BANK BUItDfMQ 
Registered Office 2 3 3  SOUTH 13TH SITREET, LIFICQLbI f$g$Q$ 

7 v -  -w w ~ w n -  

Street ~ d d r c s ~  r@ 

NOTE: T h e  Business Corporarion Act ~tquircs h a t  every titbgbc sipcd by rhc c h a i ~ t a n  mPuB.=aaasd QI 
dirtcrors. the presidcnc, or one of h c  officcrs o f  rhe corponrian, If &G e"5@6~&4Syfbl h a  nqt y6P & . m b  &mfd ilrr 
directors have nor yet been selected, the filing shall bc signed by an inkcrrl;l~atat, $'the eaqa&s$a.;bir ii 4% tb& f22Ml 
of a receiver. tmslte, or ocher coun appointed fiduciary, rbe friiag shstE& iigq~red try ti&% ~&GEC.B@ 

NOTE: To complete this farnl. you must list or'ficers and d i r e c ~ ~ t ~  QIZ bat% 

FILING FEE: 6 145.00 plus YS.00 far each page listing addibianaf ~ fGcef2  ag1<$4iteaxtL@r5 



STATE OF' 

Drjmrtmm't rlrf Staec 

I, Scott Moore, Secretary of State of Nebraska do hereby certify: 

the attached is a true and correct copy of the Certificate of hutl~uriiy 
to transact business in the State of Nebraska For 

a Delaware corporation, as filed in this offiee on September 13,1999. 

I further certify that no occupation taxes assessed are unpaid und no 
annual reports are delinquemt; a certificate of tvithdra#va"l~as oc>ItIt 
been filed and said corporation is in existence as af the date afr;Xnr's 
certificate. 

In Testimony Whereof, X have hrereunfo sc9 my lraltd and 
aEfixed the Great Seak o f  the Sbtc 
of Nebraska on September 13, in 
the year &'our Lord, crns 
thousand nine ltrrndred atid 
ninetprtine, 





Pursuant to 
business in 

Secretar) of 'Sta~c FILE N'IZ ,, ,-,_-+ ..-_, _ --"- 
State ~ a p l t o l  REC&pED 

RfTt:Flka'f" NO -__,+..+,- - .-_*--  &"I 3 3~ 

SO $ 1 ~  Q$ .*,<* 
of Authority Cii $&St - 

qpliri  $r r C r r i r T r l  i *Bihwq  :r 

A 

I ) The name of the corporation IS C I T I  ZEN5 TEtECOIUbYW.1 ICAT 1 ONS CWP%isF OF :1:E2PPs1$RdL ----- +d.",.=.-- -.--- q@&y* --- 
(cxan corporate narnc) v L 

e 

( 2 )  I f  the name of the corporation does not contain tfre word "corporation", "comp;llt'ty'", "i~~oqurt:kr~d"~r "1tmitedi' I-,$   at 
ccrntaii: an abbreviation of one of such words, then the name of the corporation with the word ut zrbt4tc:utatron bvktrb xtEttr7~:iU :+4&1 

thereto for use in t h ~ s  state is 

(3)  State wherc incorporated DE!AkiARE -.-.-Fcdcrfi t Txpqe r  kD* -+A-z4-- :J5-k:sJ&p$ ----L-a-A- 

f.45 The date of I& Incorporation 1s 9-3-1999 .. ,a~cf thz pert& ef its tlur'littn~- may b 
perpetual. i s  PERPETUAL .--' 

(5) Thc address of its principal office In the state or country under the laws ofwhich i t  is ihcu~tlz&ted u 
1 U 1 3  CENTRE ROAD, t.4 5 LPlI ~C~C1&-)UEEi~~~r#f,t: ,,,lr2CJ % 

mailing address l f  different From above is: 

(6 )  T h e  streel address. or a statement that there i s  no street address, of ifr prTq-XS~d rcgstcwtf &flm i ~ #  the; Stet6 O ~ S Q U ~ R  elukhea r.3 
-9 

5 0 3  SOUTH PIERRE STREET PIERRE, $3 d L  ''-k* 3 
U_-rY*--CULYIWCU*C" iUi-411y. &f@ II-ILi&&Y-Y_IC 

and the name of I& proposed registered agent in the State of Soutb Dakota 31 that I ~ ~ R C S O  E5 =f&17;A23p24&.2g3b?,%i.x 

(7) The purposes whlch tt proposes to pursue in the wansaction of busrntss rn the titarc ol'Ss+rrth Q;rk,&~ sxa [sate: spe~kk p w p t s k  

(8) The names and respective addresses of its directors and officersarc: 

Name Officcr Title Sttech Adrfrr:~~ @I? Sutq: Ltp 

-- -----"-+d?>- Yl""'.~.",4lr-,-""liY-Y ""+-irir"U /I(LUIU -4- 

PLFASE SEE ATTACPIED LLIVUu**- I I I ~ ~ ~ I . ~ L ~ I I ~ I ~ ~ ~ M M M M M ~ ~ ~ . . ~ ~ w ~ ~ c ~ ~ ~  

(9) The aggregate number of shares which it has authority to asuc, itemi~cd by ctsssez, Fir ~ a f t r r  dibhdrd$,3h,r$e?i. :"n-&thc!~bf gdr safttu, 

irnd scrics, ~f any, w t h ~ n  a class is:  

Number Par value: p" 'fzfu" is d%a;~let~~:xtt tka! 
of shares Class Scrtcs :%art$ :vc withour par k.ntzre. 

1,000 4P3 PAR VALrfE - 



(10) ' f i e  aggregate number of ~ t s  ~ssued sh?ses, ltemrzcd by C~;LYLT, ~ , 1 r  FJIUU O# ~ . h a r ~ i ,  S ! Z Z : ~ S  :tifh~tff i-L;rr raIee*&se% '~&fi;& d 
wthtn a class, IS: 

-. ./ 1 ,. %., . - --- & - , , -, . " -,A-t- 

[ I  1 ~ ' ~ e m o u n t  of its stated capttal IS S l l  300 
" - a ' - . - . - ' - -L - -c~&~4~&L-&-  

Shares issued times par value equafs stated capital. In the wsc of nu par taiuc srwk, stn.te& i;apital i$ ef;% <6n$tlfeE~tisi.i ~ h ~ $ , ~ ~ f $ $ ~  
the issued shares. 

. . 

(1 2) This appli~ciition i s  accompanied by 3 CCETIFI 
sckrrowlodged by the  Secretary of State or other ofi 
it is incorporated. 

(13) Tl~at such corporation shall not directlyor i 
domestic, through their scocktiolders or the trust 

The application must be signed, in the presence 
by another officer. 

I DECLARE AND AFFIRM UNDER THE PENA 
AM3 CORRECT. 

Dated JUNE 15, 2000 

N~tarisl Seal 

**4+*r**4******~******8****,*$*+~ 

The Consent of Appointment below must bcsigncd by r 



Consent of Appointment by the Registered Agent. 

JAGPIIEL'INE 3 ,  3ASPZF;. X5ST. T,"E F15PS 
The proper filiiS ice must zccornpmy the application. Make rl~ccts p ~ y a b l e  to the S~rrcLlry nf  Slate, 

FEE SCHEDULE 

Xud~onzed  ~ 3 ~ 1 1 3 1  S I O C ~  of 75,000 or Lcss $ s!r 1 
 ole^ S>S,Ot!0 and not cxceecllng i00,OOO I l Q  
(S\.r*r SiM,WII md nor cscceding 5W.000 130 
ih r r  SSblOlfDI1 and not exceeding I ,OIK],OOl~ 1 50 
Ovrr Sl ,IXID,IW;lO ,ind not zxcccdlng 1,5Cfl.O110 Y!i) 
C3\ cr  5 t ,Sflfi,lKXj 2nd not escceding 2,000,000 231 
L'fvcr '$Z,IX)1I,W)1) and not rxcccdrng 1,500.0Ol) 3tIf) 
fJlver EZ,SQII,CMICi :~r\d nor cxcced~ng 3,000,000 350 
ilk e:' 53,tlOE),W00 irntl not escccding 3,500,000 4O(k 
C,)ver 53 ,SfiD,(K)fI) nnd not exceeding ~,000,M3U a3U 
O u q  S.l,tB)ll.(lOi) 2nd not exceeding 4,500,040 Srk! 
(3.r cr S i  .50[).CB0 :ind nol exccctf~ng ~,000,00r) Fsfk 
Fnr tach sddirlunal %500.00(1, $40 in add~c~on ro S55C. 
::fir V)L)TP(\SCS only oi  ~ ( m p u t ~ n g  l'ecs under rhis secilon, lhe dollar vnluc ofc:~ch authtmtctl dra~: hhbrngn t?zt ~i t i i c . :  \ticil ~ I L *  C~Ltl i tJ  :$s 

P;IF ~ n l t i c  ;rrtd LIE value uf tach auchonzcd \hare having nn par value shall be eeltiat r t ~  ohc  hundreti drsH,ta rt.r %l"i,rrc The' ntnBltfltLtE 

8irni.)tlnr chargcd under thls subdiv~s~on may nor exceed sixteen thousanri cintl;irs. 

f;lP,ING INSTRUCTIONS: 

f'hc 24~pl icnr ta~~ lnusr be s~gred. In the presence of n notary public, by the chaimlan of the hcanr:f nF tlrrcctc,r$, lilt rt? jttfe$~~fcnt.,tjr $:I: 

i?bher sCfificcr. One origins1 and OIIC photocopy of the application must be submitted, 

I'irr :lppllcacion rnusr be nccompanicd by an original, currently ciated, CERTEIGATE (TF  FA^ ;t C$KI'1PufC8rE 61" 
GOOD STANDING from rllc Secrctnry of Srnte In rhc state where i t  incnrpomtcyl. t\ p h ~ ~ i o e ~ p y  of :i t~~tlOic$ti: tb not i \ ~ ~ ~ p f a b i d ~  XE 
should he dnted w ~ t h ~ n  nincry 190) days nf subm~lring it ro our ofticc. 

3 ~ 1 1 t h  13;1kuta law rcqulrcs every corporalion to continuously ma~ntain a rcsidcnt af thrs stare as the tegnttsrcd .r!rlcri:nt I rniitvllrcr .;y orb 
Lhe ~pplrc:l~rrm). l'lic ~.cgisrcrcd ngcnc's address is ccmstdercd tile rcgisrcrcd tsfficc arbtrcss r ~ f  die crrrf?Llt:~trirtt tr\  -?i\,k~ttl Ll;ilir!t.t, ii 
cctnrplrtc: *,rrrct :iddrcss must bc listcd for service of process, 

71'ircl Cnoscnl crT Reg~slercd Agcnt poniorl must be s~gned by the Sourh Dakota registcrcti ngmk, 

h.fn11 ttlc applicaunn, ccrr~fica~e, and tiling Ice to the Secretary of State, (3oq)r:lte Ui r r s l~n ,  ilX) 11 C:npltot i l v s n u a  ITruai:, t3E) 
57501 -5070. ' h e  tlupl~carc and u Ccrt11ic:rrc ol' hurhonry w ~ l l  hc rcturncti lor your rcccrrifs. 



CITIZENS TELECO~VI~~UNIC~\TIONS COkIPANY OF NEB&%Sk;t 





State of-'Dela.rurrre REc@v@ 
n R 

Office of the  Secretary of S t n t ~  
- 

I, EDW2,RD J. FREEL, SECRETARY OF STATE 02' EBE 

DELAWARE, DO HEMBY CERTIFY "CITIZENS TSLECO-G"ITfONS 

O F  NEBRASKZ,I" I S  DULY 1NCORPORX.TED UNDER THE m'7s OF 

DELAW'FLRE: MUD I S  I N  GOOD STANDING AND BAS W LEGAL 

EXISTENCE SO FAR AS TEE RECOmS OF THIS OErFXCE SBtlW, 

FOURTEENTH DAY OF JUNE, A - D .  2 0 0 0 .  

3 0 9 2 7 3 6  8 3 0 0  ,.x~I't%ENTXCnEt:W: 

0 0 1 3 0 2 5 2 1  



S c c r c t a r y  01 State 
: ; L a t e  of S o u t h  Dakota 
4 0 0  E. Capi.col 
P i e r r e ,  S O  5 7 5 0 1 - 5 0 7 7  

LETTER OF CONSENT 
TO USE SlMlLAR NAME 

CORPORATION : 

LII4LTED PARTNERSHIP:  



Receipt Numbcr: , R W ~ L ~  
File Number FB024071 

CERT OF AUTHORITY 

For 

CITIZENS TELECOMMUNICATIONS CQMPAIblSY OF SE1;S.T&%Sk;4 (Dt"=] 

Filed at the request of: 

CITIZENS COMMUNlCATlONS COMPANY 
ViRGINl.4 L COOGLE 
THREE HIGH RIDGE PARK 
STAMFORD CT 6905 

State of South Dakota 
Office ofthe Secretary of State 

Filed in the office of the Secretary of State an:Thursday, July Q(I, 2OlSG 

W* Secretary of State 

Fee Received: $1 10 1,000 @ NO PAR 







T O  F A M I L Y .  FRIENDS A N D  E U 5 l N E S S  F L S O C i A i E ;  L?C,%+) - - b E  :',$qw; 

41110 O U R  E M P L O Y E E S  TO C N R I C P I ' I 5  A N D  i F ' A t & R D l h $  ~ ~ c ~ 8 = y d ~ 4 f l * : ~ ~  



"We are now 
I 

right iri - -  Lei +LA - qtrv , I a t  the 

with the rig\-i t qtr;;'tec .-$ t b. 2 -.; ;,, ,- and- 
In place 

to execute that strategy." 



F e l I o w  S h a r e h o l d e r s ,  

D u r i n g  r h e  f i r s t  t h r e e  m o n t h s  of 

and value-oriented inrututiond investors who 

great majority of Citizens shares, The 

responsive ro the extraordinary changes that occurred a i  

I n  1 9 9 9 we ser our ro becoi-ne one of the nation's leadhg reiec 

companies, dramatically increasing o 

while simu1taneously proceeding with 

tions. To ensure thar the execudoc of this program y ie id i  h e .  

we brought on a new, experienced and aggr 

grear performance record. We are now posi;ioned in the 

rime with rhe righr straregy - and with the sight peopl 

strategy. Effective May 18, the companyk 

Communications ro reflect our new commimenr and focur. 

We b e g a n 1 9 9 9 with a plan to separate Citizens k 

traded enriries. Our goal uras to unlocic the intiinsi 

was going unrecognized in the public market. 

tepid and our stoclc price declined following ihc ?ian'r aiinonn;:nm:, 



P* shor t  whi le  1 a t e r ,  m o  important changes in the market landscape occuzred, 

%c &st was a sea change in the prices offered for public services properties in 

-.* ,,;tsr,, . -fP -T hansn&ons: Doubit-digit multiples of cash flow in conuast to the single-digit 

mdti9ies oi cash flow ut2ity companies traded at in public markets. 

5 e iQ a d, spproximately 2 million telephone access lines in :he m a 1  and suburban 

zrezs &at are Citizms' market focus came available for acquisirion. It appeared passi- 

to S& OZ pb l i c  services properties - for double-digit nultiples of cash flow - to 

hzd purchzse of access lines for single-digit multiples of cash f l o ~ ~ ,  thereby enabhg 

as to ~itZde$ny capira1 to  generate substantially larger cash flows. In addition, ss a pure 

-iziec~-m~zi.;?arions company, there was good reason to beheye that we woilld enjoy 
* r gjgbrr public market multiples than as a combined telecomiuriliy company. 

D~xri;rzg t h e  second ha l f  of  1999 ,  we announced agreements to purchase 

neasiv 1 t;riiiim access lines from GTE and U S WEST a n d  engaged kvesmen: 

~ + * L ~ ~ A  .,.inw,% . .o aais; us in the sale of our public services propez:es. 

I A O c t a b c r 1 3 9 9 ,  we announced the sale of our water and wastewater neament  

brasinssses $813.5 million. In February 2000, we announced rhe sale of our electric 
--1' upperittions far 5333 d l i o n .  Both transactions were made at double-digit mulriples 

eki cash 3o;x The  process for the sale of our gas distribution businesses i s  proceeding 

GI: ::ack. 

The a f  r c t -  t a  x ?rocetds from the sale of our public sen.ices businesses, along with 

c~c::i$s:fgns fim our cash and investment portfolio, will he used to permanenrly 

$trd r6c c o ~ x a c t c d  access line aquisitions. Thus, with m:nimal addition to outstand- 
8 . ,  fzg tq2iq2 oor incic~edness, we will be able to add dramzt~czlly to our cash fiow* 



NEXT 

DOCUMFENT (S) 



2 - 

D u r i n g  t h e  f o  u r i h  q u a r t e r  of 1999 we made some impbr;ant n;magmear 

changes and additions. In October, Rpdy Graf was appointed ?;aidear rind c h i d  

operaring officer. Rudy is no newcomer io Citizens; hc brings us mafir - 
experience and outsiandhg perfoimancc in boih u;iieiinc and wircies r ~ ~ e ; o ~ a z i c a .  

tiom, most recenrl). as prcsidenr and chief operaring afficei of ou; a ~ y :  ~ a : ~ d d  

Cellular Corp. 



u u r  pr ime ox3lective now IS 
3 

to unlock the values that  we 
have been buiidina these 
many years." 

Adding much-needed  a d d i t i o n a l  t a l e n t ,  e x p e r i e n c e  a n d  d e p t h  

i% rspe:a&g rrazn~gemcn:, Citizens appoinred Scott Scheider, formeily senior 

6 - m  V "  

,,I,, .l-5idest md ciiief financial officer of C~nnzry Corn-rouricadons Gorp, and 

Cz~czlri3aI C d i d ~  Gorp.) as execuiive vice presidenr od Ci-seas and as president oi 

$1$3335 Ca3fzal k n c z e s ,  Gtizens Capitd Ventures is 2 nex  invesrment subsidiary 

a: capcaring crppsrnmides in e-commerce and the Inremet thar will enhance 

agL pcz;i~iio of refecommunications business lines and services. 

$a&z "jakeF Cases. ah0 joined us from Centennial Cellular where he was a principal 

c.ptzt:~sg a5icz.r. jake has assumed the position of chief operaring officer of Citizens' 

Z&~&OOZ b~t l iaes~e~. Other important additions to  staff horn Cenrennial and 
* t,s?:~y f~iredt., Michael Harris, appointed to  fill the lcey position of vice presidenr, 

=i+Jpfiam*. "-rrus+Llzg arid new re~k~oiogy;  Bob Braden, vice president: business development; 

gad k~-:e "6.VzAy vice president, ;dormztion technology. 

Kc b $g an zh e y ca r 2 0 0 0 with a new plan and a nen- ream that hss worked 
& .  

C -  ia3,i.,c: -.'a*- rs: :zany years and that promises to transform our company into a ielecom- 

~ f i ~ ; i a ; I ~ ~ s  Ieabt.; wit$ a razor-sharp competidve focus - v:hkh brings me Sack to 

:kt! i;asiiuu~nal Lmes;or mee&lgs mentioned at the beginn:ng of this lertcc. 



I he year  2000 will be 

assured that we inv 

whose time has come. 

value of Cirizens' zrsets and nra:egy 

shareholders? " 

the nex? live yezrs. 

from subsranrial inrernai 

io dciivv do~bie-&gk anzsai Ly;:lairs -- 2, -a - A U+ G-- U ~ C I  it. L - r j l S S  . 

en terptlse. 



" I  have seen few opportunities.. . 
that  are as  exciting as those 

P r  esented by Citizens an 
Electric Lightwave today." 

Dcr in s  t h e  pesr  few years,  we have written enthusiastically about our 

CL2C {(i"~xpeeltit'e local exchange company) subsidiary! Electric Lighnvave, Ilnc, 

I E : ,  a d  its ail&g prospeas and potential. I am pleased to reporc that 1999 was 

g .hd-e* ,iaa&$ goin: for 533, ane that saw the c o m p q  move flrrnly in the direction of 
. . gezmfi;l.~ pjs;ir.;e aperating cash. Bow. By mid-year 2000 we expen ro set: EL& 

+e,+d+. ;.,a& q ,r pi-=asa . ,Lir w &&i: AOR- par re& with gua~reriy irnproverne~in in performance expecred 

5aa Cim on, itrcrzshgly, we are focusing upon the synergistic opportunities 
e. A 

%c&e;_ci.:! &&I Qdzess Co~unicauons  and &ding many mumally profirable 

* ..#%L$+ *.. fa***wd*d**- 

8 n c  thing i r  c e r t a i n :  The year 2000 will be [he year of the CLEC, Durjng 

51,399, =my farge m w  ixaves~nencs were made in CLECs by financial players like 

Gai6mi.,nr: SasAsZ 1;tf~zklbcrg &avis Roberts, Thomas Lee, Forstmann Litde and 

x k2+i4-isi51,i;b tAr.+-. -Y, 4 d * f ~ ~ ~ d i 6 ~  6 , P a d  d"JIen. V e  expea to see further endorsements of rht  

tviz&rc; ai G;izensY CLEC il;v:sment and undoubtedly the beginnings of a consolida- 
f .  r 

Q; m d s s r ~ *  W5aze~er the eac~entualiry, we can rcsr assured thar we invesred 

tar]:; s; ; i  w,+e!y LI zrr ip?lls*q whose k e  has come. 



percen; rise in 

only &a; ac Cidzesrs' me. v d ~ r ,  

O v e r  my long  car ter ,  
. * . . cesshI ;eieco1?zrmzG=a:ian.s bi;sL~esxzo msr have p;itrc k6a~&cxa ~ ~ 5 ~ 2 p ; i ~  ~g :%vtaa%:*n 

V...YY*II.LIeCI A - - - P.L.L. .Lfilli- iilXtXI KZ& 3% $ X ~ Q R @  $ ~ Q S P  pr%gkgg@$ 

L E O N A R D  T C W  
-t , t P '  I "  . Lnairmztr, mu 1-n:e; cxacwve ~ ~ z t r u ~  

March 24. 2030 



a .  

maximlzrng company \ialue 
f o r  our shareholders. I I 



R U D Y J . G R A F Pres~oen; and Chrei Opeiaring CZicer 

I r o o k  my prssirion st C i t i z ens  h;aunizE & r k e v ~ i ~ L ~ ; ; ; T ~ t ~ t ~ t ~ g ~ ~ ~ g $ & ~  

of roicz, 6azz: rexT and inzg~  !~cP;~~Fs, 

T h e  t c l e c o m m u n i c z r i o ~ t r  itidutttv in I!$% f&~;k~*~*&fF:h$ci;i ra-2qz+xai::b$ 

io interact r;i& s:~dza:$ oVm f$st6?~t%t BS h@:r",2~@:~ ~@&Q%c,$ Ubc~lifQbk" &&d 

remote hospi;aIj. are acccsring biegasmc asis::$m& $?:A :&$!i~?t&&~ 2ppJ%z~b~,f*2-6 tt:: 

link ihem vi rh  h e  5z;r Z.s:t~m ia ch%r 'rwzid, 



" W E  & B E  P R S V ; D I N G  C U S T O M i f t S  iA. --I S E C O N D  L I N H S ,  i k T E Z h i 2 T  "z:*fr;,;:--', - 
A N D  i F U L L  S U I T E  OF V a i G E  kb$D Zt+?'.4 $ ~ ~ 3 = . ; ~ : ; j "  

i lu i  p i i o r i t i e s  a r c  clear: Ourcompanymustperiori; smoorbiyas afully 

P IF- 5 .-;~a..d k.2.: 20: as a coHerion of pans compeiing wirh one another at company 

z % p z ~ i . ~  0 ~ s  g5eiing iighr is r n e x i i i g  company value for ow shareholders. 

Suhrx an: iai i n  cr em e o ial v a lu  e has been created rhiough judicious siafiing 

dd&$ons &zr bat:: &amatic&y haeased  the suength o i  o w  senior managemen: 

c.eal;z, a3;t: ;aS~s3i4it new ream is skilled in wireline, wireless, cable reIe\$sion and 

~ ~ ~ : e z i c %  w k - ~ ~ b g y ~  qith lifecrnes oi experience in highly com?etitive en~?ironarenrs. 

a d ?  t$zy a:= h&,@g new m e r e  iO Cidzea~, 

D u; hatp thr, g a s  t few months , ors- nzu: ream has me: -P . - IC~  nearly aU of our 

ca$aycs+ raaxk:; of whom ;roictd t he  saxze quesuon: "Why fiss Citizens, for so long, 

vril:; ;z.zr",d w chage :a&er &2i? creating it, 2nd what are you going to do about 

::ii 03: t ap l~ j -z?= ,~  WZE cbaping at &:: bit io be ready to give an): potential com- 

I**=:& X*  
,r,,,,:,, 2 ;8;2 %;1: :bek manzy. empioyers u,.e h e ,  calenred people who love 

*u,.* cgi,, k,.,.,, utm~,o,a, &elr rompany md hei r  comnwides. O ~ e r  9ij percent of our ernplay,. 

i- i r  zra tcz ~ ~ ~ T ; P E % S ) : ~ A : %  and have a vested inreresc in Cirizensk0ni:nued success. 1: have 
a ,  Y /  

5 z t 6 ~ ~ 3  ra ra:$t ro :heir re~tmendaxions  and to suppon i e i r  efforts no; only ro ger - =* 

~ F C  d=.zc, ;ils;;~ :O 33: then on iqe cutting edge of the blisiness. 







"FOR 6 5  Y E A R S ,  A S T R C  
C1712EEdS k H O M E  F I E i  
C O M P E T I T i V E  A S S E T . "  



c . - . ( ~  .~ . - r  4 5:3!"kL Wiifrv$ZiEKS P - L L O W  U S  T O  P R C v l D E  C U S T O I $ E H S  W I T H  A PR.CTQQII;T & t l X  "i 

k?""\i,",',G3f5 L O C A L  A N D  LONG-D ISTANCE i r O l C E  AND D A T A  S E R ' ( / t C E S  Vt:?!; h r i l 2 f i y l , : j Q :  

TRPXSPORT F 3 R  BANDWiETH. i l \ i " f ? . i j r \ iE  5 $ R v 3  

+,.A p - ~ k  *a ~*ra&,e* rsC ,. *djas&r -8 to mtorner, connect operacing personnel ro senior manage. 

.-4raa4 * * L ~ F ,  au.l N+ + *A:' ar;ildi$ Q ~ C  @ a ~ ~ I : m e ~ t .  TO the commlmities xve serve. For 65 years, a 

~ t f  ~ D r & ~  p r w -  ----  , ~ ~ B E E  aafo~ncrt &e sourtriy has given Citizens a hone field advantage, 

+ a %+ ,,~,,r, ?lG + a  ,$;ili: 3 now 0% :ritiidk compcxiri~~e asset. 

G-fatcra hae l td  b p  aeqnrisirians gives  us more ril;~oners to whom we 

t~m: mars prn,.F&zts, &I ggge~si?rc, S S C ~ U J ;  responsible acquisirion snateg). is an 

sspCaw: 2% cii f i 5z~ i f%*  f:i:~%t-tb plan. In 1999 alone we asreed ro acqcie nearly 
1. .d r 

Z?i&dE aC$E:mna: :dep&aut access h e r  5om GTE and U 5 WEST. Aiter chese lines 

srr ~QW&;?.:E& m a  a;$&: ~ s : c ~ s ,  tS1-&ens wilI serve nezrlj- 2 d i i o n  comrnunicarions 

~$tt,i:%:~- & ; X ~ S  is alx; id~ 5:: 10th fargesr telephone eoillpany in rb:: United 

*-a..*i" 
.+rcr &*;G+ ~ c i ~ ~ ~ ~  .,, aazI .t~gf prgridcae US ivirl; ~b t :  scale to be more efficient, cosi effec- 

%-;2 ::;r;i.2 pz3fiz5lr. Qu;l S C G D R ~  million access lines will n2ke possible profi; margins 

k25h:; :BAG ;e=;-,.8$ b:: ahit tud I Y ~ I  only 1 miIiion access iines. 

$2 ur de g i t  i+z 8 CE r t tv Q r kr i ~ i t l  aUow us to provide cusromers wirh a product mix 

,**i$~$** ?**a2 -*tb-2 * -$.-<q , -.. iren.a*e,..9 .-&*A: 4 r a . u  i ~ , ' ~  &Z*~GE voice and data services w i h  high-speed transport 
* *  - * ,  .:i. - r i ru.s= % ~ ~ , Y M & . ~ z . ~  .,r2:,:mcrx iCFsirrkrs~l.. ;-re jcsT<av !hying connected co our cusiomers' increasingly 

~ i > u ~ ~ i ~ t ~ ~ a ~ : d  ; ;LTxc~~.z~z~:~Q~s ntt& is key to bo& customer rsention and new 

:=ma $cx;cs:!c:m. @&zbHhg a2r :elccamunications tusroaer base and Electric 
L -  * 
. , sge?a~~s~,% &:&~QRE n~~r'rai~:  @425 uz B ~ ) o w E ~ U ~  tool ha.: can sarisfy the needs of 

:$: 2% & ~ ~ s ; & ~ g  b=tji~,tss B X ~  resibeiitiai customers. 





3% 0 t P Y 3 i?: m c r c , ci;r caS:orr?ers - like eFreqone else 1;: rne world - ar~e 

f '~$&iz l$ hz~f~sing kc Vast :2fo-aces 01 t h e  hte~ner .  Ciuzens Capita! \.?encures is a 

~ ~ ~ p z i r ; ~  vte h - f i t t .  i ~ ~ g t ~ _ d  10 &vet;: in Internet m d  e-co=merce senrues  that arc 

i?%zsp.:?i~ -$.-1:5 -,:?ir $y:_%-s:exis 236 camez~ sides or' our business. 972 mus: become more 

:kbRqi i "-=-- .#nrre n,ea,:iFaz;;,sr =+i-- - ElttSZQlia~rSr,. p Ci~izeri~ Capixi 'i:trazes is aheady exaloring 

~;F,~";CPA%:%C 7 3  5li& &:_id P L p p s  ;3;d ~~i~~zziizlicacions SO~Z:IO~S, and in suscesps 
h .  " 

<vaL: 2 t?=z;':: .,:~4,5;2~$ cz5:zi~ler5~ ~hfixzh~1citt-s and e,3_aloy-t.es. 

f%* 2 r ~ d u  f4:r t h e  n e w  Ci t i zens  is b a s e d  on  a f e w  s i m p l e  

f i r  % b -24 3 h B r ,%dkp,:$nc% :,;o a cleaziy m r ~ ~ ~ d r z t e d  and shared vision co-won, 
= * s:swtae,:: :~$i~_:ill=~s; ;eh&ixre: rje&cz5on ro customer satisfacrion,: accounrabiliry 

+. . . ' 
$33 2.:1:h:zi:y $2: l:~>fc*:gesj  lid^^ i0-r ezeauuaric behanor: and compensarioo 

*.*p ,* "- *.**.,. w* * * *  i r  . a ,  

a, I . , brbrihi*.Lrc. i vr'lt 5tZZCiST9 a&?%:: +O these basics, vce will enjoy success 

$,%$?; t b ; .  e ;: ;~~;1g,-,x%;7, 



L E A D E R S H I P  
S E L E C T E D  F I k A N C I 4 L  lL:fCSsN!h'7'Z". 

" y z f i t s  



Ciaire Tow 5.6 
Presidexi, Tow Faundurron 
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Part I 

p '? $ EA $ , Description of Business 
ciC 
P & ~ S  m~fuaI report 011 Form 10-K contains forward-looking statements that are s u h j c ~  rct r h k b  mff 
~tfrwr;di~&es w&ch could cause a a a l  results EO differ materially from those expressed or: ir!qiieiif HI rbc 
smzerneirrs. Further discussion regarding forward-looking statements, including the fa,rr~rs\ whiv~k mgy 
auw aLmd results to digex from such statements, is located in Item 7, "'M.snagementls Di~~cus$~,t.r irird 
,&a~IyGs of Esanc id  ConGirion and Resulrs of Operauonsn in this rc:port. 

Chmxd DeveIopment of B?xiness 
B c  *C03xpa55yn helodes Cirizens Utilities Company and its subsidiaries except where the? EorrrrXt or 
s;.aEemenr indicates crefienvise. The Company provides, through subsidiaria, cornrnunicu~tieri~~ SHT~E$ 

gwimatpify to rural and suburban customers throughout [he United Sates, and competitive local cxet~arig~c 
wr;ir;r. {CUC) ~trvicesm retail business customers an4 to other communications carriers tkr~uigk it.$ g%$h 
~xmrscf su"bstdiary3 J3ecaic Lightwave: Inc. (ELI). 

'4 I ar Gapmy was incorporated in Delaware in 1935 to acquire the assets and busiriess of a prreficc~%~ttr 
pt;bllittutiGq ;.;cotpotation. Since then, the Company has grown as a resuIt of investmenr in cikvned spc~xti<3.?wa 
and fram mtaercsus acquisiuons of additional communications and public utility operations< 

Durisg t998, the Company announced its intent to separate its telecornmunicatj~ns and patstic uriliep 
apmiam into stand-alone publicly traded companies. This separarion was being made in recaG.riltsrrgt 
d diffmmr invesnnent features, performance criteria, capital srructures, dividend po!icie,~i, cuutri,mtrr 
p~q&erntnrr; and segulatory designs of each business, and would allow each business tu ~TIWIUE i f r  ayi(yt 

etrft* snd compere more e8ecdveIy in its respective markets. During 1399, oppo~~runiria kicam@ 
av$$ailr&i~ acqtGrc telephrme access lines that meet the Company's investment criteria whBe the: ptri.;zt;e 

\%lrrarinns for public utility operations increased. Accordingly, the Cornparry abtstzdvnsd ~rk 
apeatfoa stcartgy and announcedits intention, to acquire telephone access lines and divest in ~rlrbl i~ urtXip 
;tipatirum by sale, 

mar Chrnpiyny continues to expand through internal investment in its telephone and CBC apara,tiaoe arid 
otqe~i&$Ean & zadclirional communications operations. The Con~pany's new subsidiac)), Gti~ariii G~pttgk 
V~BZQEC~ wilf cqioce oppsrmities to  build and support internet based communicatit>ps $a!tjt[i~pt~ UF 
a&c:t=* syxre-fgk~ with the systems and content sides of our business. To enable the sernrrgy, the: Cornp;xnp 
$ p ~  agsefiibi~d 9 management team skilled in wireline, wireless, cable and lnrernrr occl*rnr;,lagy a;4rid 
mt.rtjrrake6~fg &illsv 

&a May and Dmmber 1999, the Company announced that it had entered hxn apatsrbsxle,k IO 
par&= approximateIy 911,006 telephone access lines for $2.8 billion (See Acquisitions and Irrveacmcr~fie 
Fn 9432zim %c) below). fa October 1999, the Company announced the sale of i ts warcr and w;ngc?vnrgr 
wmwmsiyf; E ? U S ~ Y I W ~ S  )Olf $5835 million and in February 2000 announced the sale of its clectris buoirtarsra ~ R P  
$$aJ atillion. 4 % ~  p3twceds from these sales, along with the planned sale of the Company's gas fiutiinccis~lr, 
w321 k ustid to ,permanently fund telephone access line purchases. The Company's. financial rescrutxrs md 
agenda% performance mable it to  make the investments and conduct the operations necessav rts licme 
&eawSng a r m  and to expand through acquisitions. 

fjj,Lg Pipiantid Mamation about Industrj Segments 
7 % ~  t & r a p n ~  traditionally measured its segments by service (Communications, EI,,I, Gas, Els?c:tr~~~ "iu;"ar~r 

%as~wneer), The Gas? Electric, Water and Wastewater segments have been discontinued snd are nil- 

tofigrf p:rsm5eit, rZs rhe Company becomes solely a telecommunications provider, the measurcmknr rti 
$ewma witl G&Y~ to be more representative of the Company's business activities, 

% s c  f iJ cxf&e Noter; to Consolidated Financial Statements included herein sets forth firrandxi i f i f ~ r : ~ f ~ ~ r ~ ~  
aboat it~befsv scgrnents nf the Company for the last rhree fiscal years. 



(c) Narrative Description of Business 

C O M I d U N I C A T I O N S  
Through its subsidiaries, collectively known as Citizens Communicarians, rhtz Cesrrspszy p r ~ ~ i d s  k ~ k  
regulated and competitive communications services to residential, bminess ant3 &@Eaiik G+ZS<*:+~~.  

i%ra*'Z 4WGi&2&l Com~unications services consist of local network services, nemork access zcn-xds, " r ~ ~ g  d~%*,"-~ 
directory advertising, cenrrex, custom calling and caIler ID semica, paging, C & $ B ~ $  hraaez ~I:c%?;~ m z ~ e  
mail and conference calling and cable television services. The Company psu~t&o i<*t:ab .n~t%a& QSKe 64;4. 
the following appraximate number of access lines in the foliowing xatars: 

Stare - 
New York 
West 'Tirginia 
Arizona 
California 
Tennessee 
Nevada 
Wisconsin 
Utah 
Idaho 
Oregon 
Montana 
New Mexico 
Pennsylvania 
Total 

The  Cornpany provides network access services and billing and cofXecrxiofit; s@;st..uica ~iws~tiky %a x%3%y 
Corporation, MCI Worldcorn, Inc. and Sprint Corporation, The Cotnpa~y i a  abn epf.Gtxnisiing lf4 ~ e ~ < k  
support sysrerns to offer local resale capabilities in its lcrcal exchange %k;mcfifsc seimirrg U ; E ~ P ~  tea efi@@t@r 
CLECs. 

T h e  Company owns a one-third interest and is general managing partner of MO~~X.VLI Ceffalsq A cetf~br 
iimited partnership, currently operating twelve ceU sites in Arizona. By yeaz-er%ef 2000 thr pafinetghhp 
expects to be operating seven additional sites. 

Strategy 
The Company's traditional telephone operations and those of EW will be operared in dai51e caztituxtnba with 
each other to become a total communications provider of voice, data, tern and +mag$ s~rrltr"ic& 2 6  cngtrlc 
communities to have 24-hour access ro the world, with the Company having the ability z& a-s;rid& sJilJ 69 it& 
customer's communications needs. The Company is increasing service leuels, praduct: avri tabit i~ 234 
adding customers through customer growth, acquisitions and the planned cxpatrdcd wa rrlBtf"$ & ~ ~ I Q M &  
broadband nenvork (see ELI discussian). To better serve- our expanding customer bas, the Gumpan$ i g  

migrating to a regional operational strucrure. This wilI put mamgerncnr and opcrkr5ng ,cesawrci:4 cfmtr ta 
the customer and solidify commitments ro communities served. 

Regrilatory Environment 

Local ,Exchange Competition 
The Telecommunications Act of 1996 (the 1996 Act), which became Iaw in Febrtrq 1996, is dtom~rrie1tkv; 
changing the relecommunications mzrketplace, including the rural arcas scrucd by rke Cllsapmp. Ths: 



Fedrml Gmunicarioas Comnission (FCC) and many sra cc: regulator). agencies iue conr1ri;ttnfi e-%i"uPf:\sa.i r7- 

rule-making praceedings to implement the Act. New and pr~posed FCC and state mfcs In:~ue ~-f~g,t~ftt&, 4$;6 

cantittue ta impact, &e Company's operations. 

T11e primary thrust of the 1996 Act was to open local telecommunications markers ta conrpctkrtaa *it++& 

preserving universal teiecommunications service. The 1996 Aa and subsequer~t FCC tntercte>n~izc~~g~ 
ziexllisirsns esrablished the relationships between Incumbent Local Exchange Carriers I'FLECsI, si;r r, -b , 3s tf'ci: 
Cmpany and Gompcriri.;e Local Exchange Carriers (CLECs), such as the Company's swbridiav Fi,l, aed 
:he mechanisms for mmpetitive market entry. Thaugh smaller carricrs like f;itiz$ss, wha sa:rf 
predsminanrly rural markers, did receive a qualified exemption from some of tho techrxica! rcqwiiaenrana 
i m p a d  upon all ILECs for interconnection arrangem8enrs, the Company did nor receive an esrtt~~p-rion ifurzt 
~~rereelnnectian or IollaI exchange competition in general. The exenzpdon, which is known as( C E ~ E  F E ~ ~ W X  
rdcphone c c t m p q  exemption, continues u n d  a bona i ~ d e  request for intercunneccisn is reccivtrd Zmrrr a 
GLEG, and a srare regulatory commission with jurisdiction determhes thar discnndnuancr of eSie 
exempurra is warranted. The stare commission must determine that discontinuing the excmpticjfr twb1 nat 
adversely impact rbc availability of-miversal service in rbc srare nor impose an ondur ccononlic hrrdship nn 
rbc G ~ m p a n ~  anand that the requested interconnecrion is technically feasible, 

Under tkie 1996 Act and subsequent FCC ruies, a CLEC can compete using one or nrore of &tc 
mehnisms. The first is by construction of its ovm local exchange facilities, in which case the El,,E[i'z: 
ahligation is interwmeaion for purposes of traffic interchange. The second allows CLEQ to purehrrn 
%lnbun&cd nenvork elemenrs ~ E s )  at cost from the ILEC and assemble them into local exckangs arrttiatf~ 
m&ar supplement: the facilities it already owns. The third is by resale of rhe ILEC's retail scrviccg ptxr&b:ks: J 
etwhaIgSaIe rate5 from rhe ILEC. Since passage of the 1996 Act, Citizens has received over 2 %  rccjf*btgts f~;; 
~ ~ ~ t a t u r e c ~ i o . ~ ,  Over f 0 i-ndividual competitors are operating in the Company$ (~~;cmtkaes~ Txt*~ 
compeettars %re: rnaialj! sen-ing internet service providers and a few large business customer*, ,$tltrre 
c~aptiro:s hare aken advmrage of rhe ILECYs requirement to pay the CLEC reciprocal compcxuari~rt f@r 
T I Z ~ ~ ~ C  dcfivered to &;he CLEC. The explosion of the internet has provided CLECs with an,n jlc~zftisdhte 
t%jcrc,llranirm ;a build naffic and reciprocal compensation revenues. The Cornpmfs rural markor4 hatvq 
limi&d &r impact of reciprocal compensation, but additional threats are expccred a$ CIECr; b@r m &air& 
ifim  and and sbird tier markets. In 1999, the Company paid approximatrly $1 60,000 in ~titziprtirc;tl 
taz~~mra?iticstt* 1Sort.evcr, rhe Company has signed additional reciprocal cornpensarion aplieemcmfs wad 
weri~E wnding thac will increase reciprocal compensation in 2000. V7hile Citizens Ca~nmumricari~n~ 1s 
r~:cip~wat rompensarion payor, E l l  is a reciprocal compensatio~l receiver. The Con~pany expects vihc trnp,x.r. 
ofte&ptw1 carnpcnsarion in the future to be somewhat mitigated by lower inrerconnectirzn ic;rceii and ghr 
spped (xi Dt;ligirA Subscribes Line (DSL) and other nework services that allow customers rc:, obtain a dircgr 
ix-r,k EC, Z S ~ C  in~cm%t at a iotver cost. These types of non-swlcch arrangements are not expected m be aubjga CG, 
ra$pr~aX ccpmpensation. 

hifig overturned by tke Uniced States Court of Appeals for the Eighth Circuit, the FC&':L ru3a 
~alsr'iding gutdance ua the sares on the minimum required U_hJEs and the priclng of interconnecrirjn se..-vi<gs 
vixn =itloisred by the United States Supreme Court (rhe Court) in 1999. The Court3 dtctelsjn 
sr;a:;zndc& to ahe FCC for further consideration the articulation of the minimunl requirtid UhZz, 2,31;6 ir: 
1999, <be FCC issued irs order on the remand. 'That order designated almost all of the earlier $t.rignatarJ 
ki%Xf ag minimum requirement and promulgated several new ones. Of the newly dcsignar~d UNEE, $5 
nnt ccmid have the greatest impact upon the Company is known as line sharing. Line sharing rcqlxEct?(i 
the Cnmpnny to rnake t he  necessary arrangements to allow competitive DSI, providers to acctgg rRt: danh 
pnrafi of tack of the Company's local dial tone h e s .  What this means is thar compstirers codd prdi~~l& 

9% o~sricc: rc? Company's customers without having to also provide voice grade services, 

t k i v m d  Sewice Reform 
Oa&g &e 1996 .%er, rhc FCC was charged with the task of transforming the historical implicit 8absi;lt~ 
wt:&x~fszzs into an explicit arrangement, which would be funded in a nondiscriminarory mannrr by $I{ 
reiccomrnsnka~~m p~oviders. Kistoricaily, ILEC rates for non-basic services were set high sa aii%~f beiakv 



cost rates for basic services, predominantly l o c J  resid~nnaf scrvr'ezs. f-ilrawevct., : e g ~ b f , ~ 3 ~  sing ;?,ag~~f;%us=r 
mandates combined with competitive pressures dictate that pric-rzs ft;rf ail r~lec@rn:%~mi~z&*~+ @$-&ice% 
beconie more aligned wirh their cost. In Octabe-r 1999, rke FCC ~itra'aiishzd :a f i~w &nfe@&& QWP&-Z 

mechanism for non-rural carriers. As a rural carrier7 rrhe Company i s  rmcsksubf~ct t4 ttxe %~%~E~CE~LT~~~-&X~.~?+.% 

will continue to receive universal senrice funds under the currtrvs mnbecfdpd east kas& i + g i ~ x r ~ $  
fund. In 2000, the FCC is expected ro begin reviewing alxrnatiues for 3 new a s w * ' p ; ~ * i . C  St!:6Bre-?,If&g;r-;t% taiie,:: 
rural carriers. 

Price Cap Reform 
- ,  

Price cap regulation is a form of race regulation in which the intersi:ate rctrr?*s~f &ft't.e~d kEI38:a SS&E&%-& 

madmums that are periodically adjusted according Z E ~  a mechanism co~italnd 3rn the KG'S fai~k. 
mechanism adjusts rates ezch year by the inflation rate less a p r o d u w i v i ~  kste=:a a8 the X-f&&a~ T !  
FCC last set the X-factor at 6.5% effective on Jdy 1, JB96 by the Price Gop R E ~ Q ~ M  0td0# i$du~$ iqi 
May 19 97. Piice cap carriers are allo\sred to retain a 1  earnings gen.hesa,ted by apcrakifig er 4 5 ~  E&k-jxt 
capped rates. In this manner, affected ILECs are rewarded for ;ti;hi~t=irsg spwatiag ~ ~ & G S P % G ~ ~ ~  F3tz 
Company has elected to  be subjecr to  price cap regulation, 

h 1999 rhe Court, in a decision that wili cake effect an April 1,20OQ, ~~5:argd E ~ C  FCC's 3Lq SP9: hikg 
Cap Reform Order. The Court found tha t the FCC had no? pfoprfy rt~pptartad their ~%#:xkui&iot., nf f 4 i ~  C . f f  b 
X-facror and then remanded the calc~lat.ion of 20e X - f ~ ~ t ~ r  res the FCC For fuf&et &~~$id&skLa@ &fi& 
articulation. The FCC is currently reviewing &is: matcer and is expe~sf :  to in%$€ 8% g&tf b'f+,~t~ ;4psB 9% 
1000 establishing a revised X-factor. T h e  revised factor shoutid E ~ C O J I I ~  $fet-t.Zfr& QB r, ~QoQ, fcdt% 
possible, but unlikely that, the new factor wiIl be retrcractitiuei). spplizid to Julp !, I%&, 

Regional Bell Operating Company Long Distance: Efi try  
Under the 1996 Act the Regional Bell Operating Compsnics CP-OCsj weft pieetud~d eoe~p~trag k~ 
most long distance markets until they satisfied the state regahtow 5r~&cyff~ t~ith iji~ilt~$dictk&~ an& akc F$-:C 
that their markets had been sufficiently opened to Hocaf exchange campctiiitfae, h O%ah-w iOBq5 &e B&%- 
York Public Service Commission (KVPSC) detcr,nx~ned that Be8 A~hrktiA mark~ts &$ &@ %fm~, "tecrt 
sufficiently open to local exchange competition, and recammttahfed ta d3-z FFIC ~ B z t  &It &fl&kiC bg ~ ~ Q S F &  

approval to enter all long distance markets in the state; 10 Deceabtrr f $99, tR& FCC&>&eufw& rq&i-iE.~%~t$ 
Bell Atlantic to begin offering all long distance services :sa i ts ewts:fiurw% fgk X8wi "r"sl.ek. Sktee ;he Cam~tgty 
currently offers 1049 distance service in Xew York, it i s  pt~sibft thitt xiie e&rq @i Bell r%~lit~it t~ _tzt,s., tkg, 
market could impact the Company's operatiions. Tftc FCC and r%;ftcr sate:$ wny t&+k& ~tkr&t &tiasu fg* 
other RaOCs and states during 2000. 

6 

*4.s discussed more fully in Regulatory Environment,in each af tka @onp&n$'s agsbsf&,firere $3 zRr: p;r~skd:ei&I 
for competition from several sources including, but not limited t~ M ~ M  XLECS h r  i~~ikkmt%%"~k gg"lcgit 
CLECs for enhanced data and Internet services; Long distance p.rcruSd@fs ine!gding hT&TC@~fxtttmY 
MCI Worldcorn and Sprint Corporation, as tvcll as, other cammr~nic*rutra,.re bsreksellse *big pr$w@p, gp 
array of other communications services including cable toirvi&m canmpasilet: ilC&TV.& E!=~P% geiFtf'a&~, 
international carriers, satellite carriers, teieports, microwave car&em, W~~&CI$L IC~C$&@W~ ~t.ytizcm a g ~ a t & i  
and private networks built by large end users. Although the fro~artieal far r6:%@trt~@n ed%es ZB aa&f iagm% 
the Company is rhe dominant ILEC in aU of its serice tcrrirtxjcsf anxi bd:ev& i t d l  ar k i ~ ~ k k p ~ $ $ l & ~ @ d  gq 
manage competitive threats. 

E L E C T R I C  L I G H T W P ? I E  
ELI 1s a facilities-based integrared ~ o r n r ~ ~ ~ n i c a r i o n s  provider providmg ;s hr~ai!  magc ~ h f  ~e~%mtzafe~xie4~t~ 
services to businesses. ELI provides the full range of ptoditcrs and sem.icesF itnc~udtng &~t~4hk$l%d%t gfickbq 
disca~ce voice services, enhanced data communicacians scrrrices and dcdic~~tif m4~~+rr;u+pplirrt~a~vrc1a~ jb&g 
western United States. ELI markets in the tve$tern United :tt~rares ro :atbit Er~enin~z,~ swebm~rg, wud~ itgr 
primarily communications-intensive orgaiizatluns, arid na~inml@ to wh+>ics~!e ~~%ttsr#zett$, &Q 

communications carriers themselves. 



ELI inrrrcncly provides the full range of its services in swcn major cities and thrir sutraui~difig, a.;reaP. 
incttldtag: 

Boise, Idaho 
Portland, Oregon 
Salt Lake City, Utah 
Spcikane, Washington 

Phoenix, Arizona 
Sacramento, California 
Seattle, Washington 

-m r ,re mjor cities include an extensive network of approximately 1,871 routc miles of f t b ~ r  opn; cgkxle 
~sraIied EO cIeatc a series of Synchzonous Optical Network ;SOhTT) rings, which provide a hfgherdcg~e 
~f sta'aiilq and dependability. Switched service, including local dial tone, is provided frarn 8 ?Gv"erarI Lt&j$ 
509 stt.it&fies in thtt primary major cities. ELI also has transmission eqrripment colocatcd ~ i r h  s?c'itc/attg cg 
the EEC ar 55 Iacations. 

Elf$ bas broadband data paints of presence in its major cities as well as other stmtegic eiticti iic~ot4 :he 
Crrited Statesl including: 

hdanta, Georgia Austin, Texas 
Chicago, Uinois Cleveland, Ohio 
Ddlas, Texas Denver, Colorado 
Housto~i, Texas Las Vegas, Nevada 
Los Angeles, California New York, New York 
Philadelphia, Pennsylvania San Diego, California 
San Francisco, California W'ashingron, D.C. 

i- cU h a  de~elioped an Internet backbone network with 42 routers providing Interner connerriviry !n ~i3d'i gt 

:& ;smgrkcts, including presence at all major network access points and over 125 "pcecirtg xrcangt~~tlestsl.i" 
s%$& ~ t h e s  Ifirerner backbone service providers. A peerlng arrangement an agrocrnenr whsrt. ft"r8:mc" 
baickbme sm lc f :  providers agree to allow each other direct access to Interner data cor~rnacd urr tit@~r 
ngp&~1tk9. IT, addition, ELI'S broadband network consists of 32 frame relay switches, 23 A~yrt~htostw~~ 
Tr;yn~ier Made i.t%Tkti) switches and 77 network-to-network interfaces. Narionaf and anrttnr:etiast~k 
coverase IS p r ~ ~ i d e d  rbrough strategic relationships u71d-1 other communications prc3~1den~ 

ELI owns or leases broadband long-haul fiber optic nenvork connections bemeenits major crticg x l t ~  
3 1 

art6 i& st;-ar~gic mazktts across the nation. By carrying craffic on ELI5 own FaciEries, ELI 2s &it: rp 

stxrntztl <he utilization of its network facilities and rmninlize nenvork access and carsarn Jnrr;'rCfuriElri,"t1iisj 

casts* As of December 31, 1999, ELI operated long-haul networks with a rota1 route milrsgr oi 2,Iw k $~~iig=ii, 
iakduding rcrutcs between Phoenix and Las Vegas; Portland and Seattle; Partland and Spokana; P@ni,rnd ~ B A ?  
Ettmc;; P~idand  and Boise and Boise and Salt Lake City. During 1998, ELI began CQIMW\;G~~Q;I id whrsr: 'E 
b~ltcres wEif bc :fie largest ringed SONET in the western United Staces. The approsimarcly 3,2Jft,i paih 
s&f*heabmrg,+g is expected to be completed in 2000 and will connecr Portland, Sacrammtfii, %an F~g~~r;fiw;c~% 

j,os itngeles, hs Vegas, Salt Lake City and Boise and \\-ill include Dense Wave Division hfdriylntgatq 
5DWPtrl) equipment. DWDM is a technique for transmlning 16 or more different lighr-cmvc jrg~~qgfici~a 
sn a siinglc fiber to increase transmission capacity. 

brj tk dcvcIoprnenr of ELI'S long-haul facilities, ELI has formed stmrcgic relatkonshipi wrtts 
caulpanics chat mabi t  ELI to (i) utilize existing righrs-of-way and fiber op t~c  faciliiics, i t i i  !rvr~agc+ r i . ~ w  
tonstrurnun expertise and local permitting experience and (iii) minimize capital requirern~exe irl afQks dwr 

cmcnd ics ncnvork infrastructure more quickly and economically. In addition KO vhc t~l:lrtg+hqbi 
agrcen;rina, another agcernent provides for a fiber optic nenvork in the Phoenix, Artzona rnerrci&d,zgti 
PdtiZ. 



ELI entered into a fiber-swap agreement during 1999 which e x h a n g s  urausr;td fiber oa kg mz~#o& 
unused fiber on another carrier's nenvork. This exchange wiU provide EW wi~h f i  %B~EE ffa8refuo% %It $&%E 

City to Denver and continuing on to Dallas. ELI anticipates Licorporaeing the 0&cr ~ a ~ i a * ~  ffk: I;S@ :% 
network during 2000. 

US West Communications, Inc. (US West) accounted for approximnte'lp 1!3% tlj E&J$ rp.wmte i~ $993- 2% 
revenue from US West consisted ~rimarily of reciprocal comptisatitm msbnrrg  it^ &e tia$spm ZR& 
termination of traffic between US West's network and ELIt$ nertvazk a d  atr 18 m~fiik d ~ k ~ * t $ % ~  
agreement. 

The foilowing table represents certain operating information r-tiiidng ta ELI: 

Route miles* 
Fiber miles" 
Buildings connected 
Access line equivalents 
Switches and routers installed: 

Voice 
Frame Relay 
Internet 
ATM 

Customers 
* Route miles and fiber miles also include those to wfirch ELI has rnclwi.+ n* prrr.w;m: t~ I ~ s t i w  $n& f&$f S@~~@&~MZ$, 

Strategy 
While ELI expects addirional network growth IZ 202000, tlsp:isli~ with the ~awspteas"~~: in 186gy.k~i 
routes, the primary focus in the next year is rargered a t  iricreasing the ttsi: of rss tnss@ed &ss&~ b&casi; Eu 
expects a substantial portion of its growth to come from insrt$skd pnar%d~rt nf t&&; lupc%fiat taa b~ifdiag, 
a focus on sales to customers that are connected to the, network ;md I& a z r a . ~ ~ ~  x :~k&z  &xe i% &b 
seven major cities and surrounding areas. ELI aanricllpates :5 highex atlrlurrtct ei snia t[% ~; t~b$z  ZZE~~SC.B ~nreh &E 
completion of its long-haul routes. 

Replatory Environment 
As a common carrier, ELI is subject to federal, state znd Iwal rcsiii:xG~w~ FCC &xzz~t;ti4it& f~grldscnsa~; 
over all interstate communications services. Stzte csrpt.~~szio~rr~ reciizan f a i d i ~ ~ ~ n  we$ kIi i~qig~$tatg 
communications senices. Local governments may require FA.1 rea ohmin b ~ ~ ~ s + s  E*P hmi~ham seg~E~tk~ggRg 
use of public rights-of-way necessary to install and opcrare its neworks, 

Telecommunications Act of 1996 
Wid1 the passage of the Telecommunications Acr of 1996, th., imc;lre;r$c firr &u$'F ,LY~~~$  defipsatld far tnhlawtc:cd 
broadband data services and the development of carnptxkiw pttbFIc data; and w g e  ~n;g~&12tkS, ffL8 s4~+ 
substantially expanded the breadth of its product ofiring and Ers gmgrsphie iawh in rbe ~ I P ~ T  !LVZ ygg~g. 
This includes expanding the number of Iacal fiber ncnvorks from w e  na wvgn rlri~& TFI -ths ~ ~ $ 5  & ~ u r d  
development of the data and Internet nenvork acrass rktt CAP. +See sdd3t;ian;d rdamatjsg r g t z g d  $9 
Telecommunications Act of 1996 in Cornrnunicatfamr; section ;ibzw-sj, 

ELI has various interconnecnon agreements in the stares in i t  opcratcs, Tlec$e &ghternentB gcr$fb:: 
reciprocal compensation relatii~g to the transport arid nrtntrra~inn uf tra& b c ~ e ~ ~  thc UC:s and EkFi; 
nenvarks, On February 25,1999, the FCC issued a Dcclarsioq R~rl~ng and S ~ T ~ C E Q ~  t%$p+*~d Rgft~aiaking 
that categorized calls terminated to Internet Service: Prwidcrs (ESP&) gas "ierg,r'tym cn:~ss~srei~ss%ttitc~ dKbrdek 
coilld have the effect of precluding these calls from retipramf cdsntpnr%r,i@n chargetip $-?BWEY~Y:., h e  
stated that ILECs are bound by the existing lntcrccrnncaion argreczamits and $he stars dec.lsilcms FAZE :keg 



defim.d them, ?he FCC gave the states auhority to interpret existing inteccannecrian ngeei-m%a, $r%+:~ ;kr: 
FCC u r d s  Oregon, Washington, California and Arizona have ruled that cahls terminated ro DFs ikvct;dd k 
ini:trrde& in the c&ulation to determine reciprocal compensation. 

Ses:& Regdi;ti~n 
hia~sw s&repabEit utilities alinmissions require comnunicarjons providers, such as EEJ, to obtakr t j $ i c ~ ~ t ~ r %  
au&ofjy prior to initiartig inoastate services. Most stares also require the i i h g  of r=iM or g t ~ ~ f :  ZBG*~ 

xnai'nr ctr-sramerspecific contracrs. Ln the states in which ELI currentip operates, EL1 i3 nw ~u1~jcc-r co 
rate+at-.mu,lt or price regulation. ELI is subject, howevtr, to stare-specific qnality of seuvi i~,  ~ I A ~ Y S Z S B ~  
$twicev periodic reporting and other regulatory requirements, alrhough the extent of suck rcc~ts~r&n'itnt:; t +  
ge;m-~raUy Iess rhm &at applicable to ILECs. 

BLEG Compctifion 
EU hces si@fitant competition from the lLECs in each of i a  facilieies-based markets, f'Ire:IEC~~cusrar,.r;~- 
d a a k a t e  the local exchange market and are a de facro monopoly provider of local stvitchcd voice service:,, 
P ~ d v  3LEC comperitars are US West, PacBell and GTE Carp, ( C i E ) .  IECr bacz i~fipoctsntfi~?~ 
r@istion&ips wirh their customers and have financial and technical resources .~ub~~andr%lly grcaitr t6h;$z 
those aua3abk to ELI, 

CLEC 6=oqctt'rion 
Facility-bsed opesationai CLEC competitors in ELI'S markets include, among acbets: $r$'t' l,zc@at-. 
5tls~c~s, GST Telecomrnuniations, MCI WorldCom, Inc. and NEXIXXK Communitarions. lfiea~h d p11q 
markets ir; %hi& ELI operates, at least one other CLEC, and in some cases several orher CLECs5 aifgr msBc 
rg.I zke s i n e  foal cornmications services, generally at similar prices. 

Gmpet4ttirn From Ofhms 
PazcaEiaI and ectuzl new market entranrs in the local communications services business inclydc ftlJ(>C;+ 
m:e;.i;zg new geographic markets, Inter Exchange Carriers (IXCs), CATNs, eleccric urifitSes, inrarrrati~wl 
carirhrsl satcillite carriers, tcleporrs, microwave carriers, wireiess telephone system riryerrscurc iknd $ryivme 
3~=(3:11;5 btiilt by large end users. L? addition, the current uend of business cnrnbinacicpfis and gkL~nn~gg 4% 
rk?: c~mmunkarians indusrq includiag mergers between RBOCs, may increesc c~rnpplti~ioat for ELI, lX'~b 
Ehs gotisap ai the- 1996,4n and the entry of RBOCs into the long distance market, WCs mag bd rrlgti\i;lt~ff 
ga irscomtars their alm local faziiiries or otherwise acquire the right to use local faciliries mzlrJ/r~r rxlsdf r h  
S M E  srrktzi 5f EUfs competitors. 

8ks"lrti~rk Services 
Carnp~ititra for nenvork services is based on price, quality, network reliabilix cusromm sesvicr, Y G ~ Y ~ R  

$emir s  and cesponsivcness ro :he cusromer's needs. ELI'S fiber optic netwbrks provide both $iwcrst.acce~e~ 
r#~;inrg and redundant electronics, which affords ELI a comperitive advantage* 

3d$g)>-$$,cd Data Sentice 
ri';k?rmwdtofk for high-speed data services include major ECs,  other CLECs and varioos pmvibtn wfarckgs 
~ecsiczs he.$., Znrcrner access providers, router management services and systems inecg~suts,l+ &;?3 

s ~ u c r c a n f  af EU's markets may cxeate additional cornpetidve advst~ragrs ntTe: o~I\r;rc jars w~.$;lq 
fte~:dzrs &at musf obrain local access from the ILEC or anorher CUEC in eacil marker or akxt. GBEIB~;.~ 
&;am ~nrercky c.anspnn rates on terms as favorable as those available to ELI, 

jmfrars: Swrijc~4: 
" F Q ~  m&tt fa: Intemcr access and related services in the Unrred Scares is  ex~rernefy cricr?x:Ftra-t., -#g& 

b3,-rwirfi to carry related to capital COSTS? bandwidth capzily and internal praviaionbg jiad rspe-'r;$x~~srl+ 

2;~cts;rg, Camyetitian is expected to htensif-y as existing ser~ices and nenvark pravtdrrs and arw ?:shl~~%rt$~ 
; O ~ ? C ~ C ,  for cusronlers, In addition, new enhanced Inrerner services such as managed romrr ~imii ; tr  2nd ~ r &  



hostmg are constantly under development in the rna~kex~ and addrrrC~zaI iirz.5";~+rarr{%~ ':a ~bi,e ?&:kg r$ 
cxpecred by a range of competitors. ELI'S current and futztrr: c~rnptacclrrs x.ridts& c . % m ~ ~ e i ~ ~ 1 $ ~ r ,  
companies, including the RBOCs, IXCs, CLECs and CATkrs, dad other h ~ l r e f ~ ~ ~  S G E ~ Z S  ~ P O Y ~ & C ~ ,  

A C Q U t S l T l O N S  A N D  I N V E S T l v l E N T 5  

Pn January 1999, Centennial Cellular Corp. was merged in:o a cerp~zatios i;dta;& br  %k~s&3 C~;2:+6rc, 
,4nderson & Stowe. The Company received approximatdy 5205,660,QUO in ca~sk f~ aE rtgC1.taa 2wO 

C inrerests and approximately $17,500,000 related to accrued dividendz an the pf~im-cd $:cA~:: 

On May 27, September 21 and Decembe: 16, 1999: &e Gnrpanp n r n ~ u m ~ d  t h ~ t  jt b& ~ a t s ~ d  h e  
definitive agreements with GTE to pwchase appiosimattIy 36t;,@QI! tas ~f Datzrrj&tSi, k9391 &;caf 
Ioczred in Arizona, California, Illinois, kGnnesota 2nd Xebraska, B e  agstghrtE ptriichsse pxi.,e l i~~&xpt& 
to be approximately S1,171,000,000 in cash. The Company mptn tkat files2 ;acq~&zia~&, %&ti;& g e  
subject to various state and federal regulatory approvals, tvidf OW3Z cn $1 aar~+bps;lss: b24&3 &&%<I! ki*~  
closing in the third quarter 2000. 

On June 16, 1999, the Company announced &ax ir had entered iata deffniritre e:gbe&wewt$ .rvitb k%-%tst 
providing for the purchase of approximarely 545,000 (as of Deremkr 3 El 3,$9$j atephagie xwis hz$ 
located in Arizona, Colorado, Idaho, Iowa, hlinnesora, Mo~tana,  Nebmskz, %w& l h k ~ f 4  aft$ %V~b@ip 
for approximately $1,6.50,000:000 in cash. The Campany expects t.lsi~t & e ~ e  J ~ Q U ~ S L ~ ~ Q W ~  ~6iijlb gbc sab@~t 
to various state and federal regulatory approvals, will occur ~ r t  3 $fate-by-s~a~e ba;l$i~ XE$ %$it bqS~dorsi%& 
in the third quarter 2000. 

In October 1999, C e n n q  Communications Corporatian cCerte~q2 we% i?$*agzti i"IFT6 *L?/4~'2f&a;x 
Communication Corporation (Adeiphia), The Cermpciny rec~ivtd appro~cim&t&i~ 3%j_3*QQQI~k's.bb ef 
proceeds, including approximateiy $39,000,000 in cash and $27 rb,MQ,OO@ Ixt  s f f & m  $gkd~$p&id C'li;ldii$ ;% 
Common Stock, for the Company's interest in Get?mry and ~ Q Z  the Caaxpag~~k sdi:ef~%~ k% & ~ ~ x b k  t&?%.t 
venture with Century. 

G E N E R A L  
Order backlog is not a significant consideratian in dise 'Compa&yE$ bbmirrr9,~4ir and daa G ~ a p ~ n ?  har% WG 

contracts or subcontracts which may be snbjec~ rto rcnejia-jadan afpraeits ear t ~ : ~ ~ & m t i ~ a  ~t th d ~ i t ~ ~ a  t ~ i  
the Federal government. The Company holds franchises from !miti g~ecrrtn&~aa;rti~ EIc&i"t',% W&J& hgt ~ k '  
varying duration. The Company also holds Certificates $ranted bzp v&frc5w6& %:a& c&mjrre$&&a~am *br& ,t$t 
generally of indefinite duration. The Campany has no spedah apor&ngtzpifat PP&GE~E$< ~ t a $ & t  Cer~tp~ay:q 
research and development activities are not matcriaf, The ~a~pblt.ry fit* pawbr&< j,sr&lif@m@k~~ kk$snf~s 
or concessions that are material. 

The Company had approximately 6,700 cmployces, of wMch 4,A';xQ wtlr~ #0&@dtmd %$$;irk $&%$i~%it~trag 
operations and 1,800 were associated with di~continued rrpcrril;rbm, at, B~*ccn:hr 3tf 

(d) Finzncial Information about Foreign and Damestir Qpcra~ii~ns arid Expur: si\ligc 
In 1995, the Company made an inirial investment in and entard lnm defi~~kcagree~~g~~bit  tt<tt%eBfa$q;%&$g 
Telephone and Cable Corp. (HTCC). The invesrment ifi MTCC haddedtned in $~aFd.lttc Efuri.trig, k9riz@ aabig eir4 

fourth quarter of 1998 management determined thar the declirre! was othet & , y r ~  .t-:emparaty% ~g+iat&~ ;,!~bhr, 
Company recognized a loss of !ii3ly900,00O in rhe MTGG invcs;rment in C&cr i.~r~&me i2:c1.s-~tse-b~l: z't% s'lg !4rL:$ 
staremenrs of income and comprehensive income. 

In Map 1999, In connection with HTCC's debr resuucturingi the C~rnpa f i~~~- ,~ f ' s ed  a ntrkk t&!;l,g281:rn ~ c ~ i r i  
HTCC to the Company and a seven-year consulring , ~CSY~CC$ apexnm: PE ~ ~ C L B ~ Q ~ C  fei: &re s*&%a~g b~i,- 
HTCC to the Company of 1,300,000 shares of MTCC C o m ~ 1 a ~  %a& and 3BtePX?~EUte~ o~O.~TC;I~~$ 
convertible preferred stock. Each share of HTCC cont.~trieTlc preferfed st*C has .s !~lqti~&ei~%$ak~.~c ~1 $%i 
and is convertible at h e  opnon of the Company h t a  1 O shares oiFECC Ct?~~d) i ' t  $;@iK" YFa eheg~teag .lc,he 
1,300,000 HTCC common shares and rhe 300,006 MTCC ccrrnncm shares t~td~~bt.iag &r: ffTCtl: 



conretrxble preferred stwk do not achieve: an average market closing prlce of ac Icasc %: per dn;o fur the 
S Y E I I K ~  trading days ending March 31, 2000, HTCC has agreed to issue oddieon~l W C C  cr>3%3%~%3k?it2 
prefexred shares wirh a value equal to any such shortfall. As of March 15, 200(3, the stock w ~ s  tttatkmrr, &F 
$8'3,4a pttr share. 

A6 December 31,1999, the f ornpany o m s  approximately 19 "/b of the HTCC shares prcscnriy t ~ ~ t l ~ $ a ~ i 4 i k ~ ~ ~  
Company's invesrment in HTCC is classified as an available for sale security st~d ac;zalc~:i:tr:$j: E&tr a t 5 ~ ~  

:kt east netbad of accounting. Aciditionally, the Company has exercised irs right to rtclrr;tr,:b:c rmr: C z r n I ~  
~f the Bozd  of Directors of HTCC. 

i 7 B M 2 .  Description of Property 
TtfG Administrative Office of the Company is located at 3 High Ridge Park, Starnin~ti, S;;T /16!?[?$ ;% 
Ieaseri. The operations support office for Citizens Communications relocaccd from a lcascb fa~kli~p l& 

DaBas, Tags Li Eovember 1999 to a new 250,000 square foot owned facility locsted in t,cgnsy Park hg 
5600 Weadqtlarters Drive, Plano, TX 75024. The new facility accommodates approxi~%rrir: i , %fa@ 

~,4tgfiopets and has the acreage necessary for phased expansion up to 750,000 square ICR <:tnz-t9+--$ 
~ommwioadons  is expanding its Call Center operations to meei the nzecir arising frum the lfirrgcatlcrrx id 
assess lines being purchased kom US West and GTE. New leased call center facilities a r t  cl;~rcx~rly u n & ~  
xmswac;tion in Elk Grove, CA and Gloversville, NY. Also under renovarion 1s an SI170tS sqrtarc inat iazilt)ir 
&tat. was purchased in Kingman, AZ for call center expansion. The Company is erafuat~ng anaddsrana!'t:ixFS 
mzer fasilicy in the Midtvesr region of the countr .  

me operations support office for ELI is located at 4400 NE 77'%vense, Vancsutrtlr, YCh L)8&6! i~ ;sin 
approkmaartly 98,000 square foot office building which is owned. This buildmg b fully uri!txeci, $ B ~ J  X;kJ 
isass an additional 93,000 square feet of office space in Vancouver; In addition, ELI ltas Icacd h ~ q l  ts t i~c~  
spa= in various markets throughout the United States, and also maintains a ~varchaaisc f~tdMry ixr lJarcf%~~d, 
Oregon. ELI bases network hub and nenvork equipment installation sites in varjaus larlz~t~crum th~uw$jf~ri$ 
P J ~ G  uei12t in V ~ ~ I I C ~  ELI provides services. The office, warehouse and other facilities 1e;asss expire sn vat~tsra 
data thtough October 2008. 

Citizem Camunicatians and ELI own property including: telecommunications outricit: plant, c g ~ c p ~ j  
n i f ~ ~ e ,  fiber-optic and microwave radio facilities. (See description of business for lisring of lr~iqgirygt,i$~ 

"r 2 tui! 3 LcgaI Proceedings 
fa Xa~cmber 1995, the Company's Vermont electric division was permitted an  S+$'%F : t ~ 8 6 ~  ttag~gir,%e~ 
Subsgqt~endy* the Ver~on t  Public Service Board (Vl'SE) ~alIed Into question the level of rsrccs agvaCrd~d ~ h 1  
Coapan? in crsnrteaian with its formal review of allegar~om made by the Department ckf PuMicSarv~c 4 t h ~  
DF51, rhc cansumer advocate in Vermont and a former Citizens employee. The rriajar bgu~;~i uf $hs% 
p~weeding involved classification of cerczin costs ro propertyz plant and equipment ascrrwtrLT galtd, tltr 
J- ~ampaay's Demand Side Management program. In adihrion, che DPS believed chat the Comg,any ~h+>v&k 
have stsaghr ;and received regulatory approvals prior ro consuucrion of cerrain facilisics in pmr  ycigth 
1z.1~ f h, 4997, ttfe VPSB ordered the Company ro reduce !cs rates for Vermonr elecrrnc srwicr $7 ).$,$$"4 
rztmacevc: m Xavsmber 1,1995 and to refund to cusromers, with interest, all amounrs g2tkecrgd att'L.Cv 7 % ~ ;  
tftyzt zr, C X C ~ S  af the rates autnorized by the VPSB. 1x1 addiuon, the V S R  assessed aaroti'jrt: @~:~;~xiercd,"t 
to:aJjftg $1;F3,030 and placed the Company on regularoiy prohatioo for a period of at 1c.s~: fiw Fc .a i7  CJuril.ig 
rfsls ptoharinnary period, the Company could lose its iraxhise to operate in \3crmant if it viohtes rlid tat* 
a- ,,IpLnbadm prei;crihed h)- the VPSB. 'l%e ITSB prescribed finai terms of probarion tn iw bnaf o~d i !~  1~%14rct' 

$ag;crr,k 45, 1998. k Oczober 1996, the Company filed an appeal in the \'esnianr Sitppcrcic CP~EW' 
&&nging;, certain oi :he penalries imposed by the \TSB. The appeal has been fully briefbtd 3rd ;ar~;~.rrs~f-r.iud 
t5c Company ts awaiting the Coun's decision. 

It: Attwst: T997> a iawsui: t ~ a s  filed in the Unlted Stares Districc Court for the TSisrrics of C : i l f i ~ ~ ~ t i { ~ i j @  

gZ~et-e?t~h:~aI rg. Tow, et 2l.j againss the Company and i~ve of its officers, one of \shorn is also ia d+ael.. r tc~c~  r u ~  
bzhsfioi ail p c ~ o n s  wha purchased or otherwise acqulrcd Series A and Series B shares of c<lrttn'r~~ri ?;ttskq4 



the Company between September 5, 1996 and July 11,1997, inclusive. On Febnrarg 9,51198, the k;aio%$$ 
fifrd an m e n d e d  complaint. The complaint alleged thar Citizens and rhe individual daftttdants, dvriags~h 
pried, violated Sections 10(b) and 20(a) of the Securities Exchange Ac; of 1934 bast& r?$orr ctst%bptrb&s 
st;itemcn;s made by the Company, which are alleged to be mzterialIy faIse or misIazding, or arc. ariiegebta 
have farled ro disclose information necessary to make the statements made nar 6isz  or rni&~b)iag, 
plainriff.; sought ro recover unspecified compensatory damages. The Gompaay an8 the indhdua8 
defendants Delieved the allegations are unfounded 2nd filed a motion to dismiss OR $%arc& 27,199B a~dlan 
Masch 30, 1999 h e  Court dismissed the action. On April 29, 1999 the plainriffs filed 3 noti* ai gppeai 
with the Court of Appeals for the Second Circuit. The parties have entered inro a setrltmznr srfpdxratiotn 
which is subject to the District Court's approval. 

In March 1998, a lawsuit was filed in the United States District Court far the Diari:~ OF C n & ~ k e h f  
{Callino vs. Citizens Utilities Company, et al.), against the Company and thneofii-a xtffit"i'icgr~, u ~ e  il$~t?ho@ ti  
also a director, on behalf of all purchasers of the Company's Common Stock b t ~ c c ? r t  Mky $1BB& e ~ d  
August 7, 1997, inclusive. The complaint alleges chat the Conrpany and the indii-ielual deEertcfanrsS ds~,ri~g 
such period, violated Sections 10(b) and 20(a) of the Securities Exchange Act of S934 Bgmafting mrlr&i$EFy 
false and misleading public statements concerning the Compaty's relatianship with g purf"i7u"~d d ~ 6 r ~ t i . g ;  
Hungarian Telephone and Cable Corp. (HTCC), and by failing to disclose mnteriatl irtiorm:;;ctit~tf rteccssae- 
to render prior statements nor misleading. The plaintiff seeks to recover un!rpeciflcdtampasare~ ddam@&s, 
The Company and the individual defendants believe that the JIegtirions ate unfmmded .md Rltd a ~ o d m  
to dismiss, The plaint3 requested leave to file an amended carnplalnr and an amended ~aarpkxht 
served on the Company on July 24,1998. The Company's motion to dismiss &e amended c~apix5nr 
fied on October 13, 1998 and the Court dismissed the action with p~ejuzifec aa Juruc 28, $99% RI~; 
Plaintiffs filed a notice of appeal with the Court of ,4ppcals for the Stkcand Circuit, bfi%8~$ it& b w ~  
completed and oraI argument has been scheduled .for April 1% 2000, 

In November 1998, a class action lawsuit was filed in state Diswia C o w  for JcSfctsdn Pneil;h, Lacria&;w~, 
against the Company and three of its subsidiaries: LGS Natural Gas Company, LGS hrraste~e, he, er;td 
Louisiana General Service Company. The lawsuit alleges h a t  the Campatly and thct7tkct amdbe&:nrfsiima 
passed through in rates charged to Louisiana customers certain cosrs that plainriff$ ctwnrcrr& %%1@1&hftt@f, 

The lawsuit, seeks compensatory damages in the amount of: the alleged w~rcfrarges afid padidve &&m@g@ 
equal to three times the amount of any compensatory damages, as :dt~wed under Laui$iaaa Iritn-, Sxt. adrtitisub, 
the Louisiana Public Service Commission has opened an investigation inre tKa aitlt?$;rtiam &sed ifi f:ks 
lawsuir, The Company and its subsidiaries believe that the aMesations rmdc Hi tha i~w:$udz &f,tc: ~mr~uatk&$ 
and rhe Company will vigorously defend its interests in both the lawsuit and the wlared D;~m~imsid@ 
investigadon. 

In addition, the Company is party to various ocher legal ptcrceediags arisil"sing in the nsimgL eaurqt &rsC 
bvsiness. The outcome of individual matters is not predictable' Howwet, maaagcmtnt &dic;vt~-rh-&c- 
ultimate resolution of all such matters, including those discussed above, a&cr csns-4deri~g insgrange 
so~rerages, will not have a material adverse effect on the Carnganykfinmciaf posidan, r@t;rdts drf operations, 
or its cash flows. 



i T E 2 Submission of Maners to Vote of Security Holders 
None in fourth quarter 1999. 

Executive Officers 
M ~ r m a r i a n  as to Executive Officers of the Compan~y as of March 1, 2000 fn l iu~ts :  

Xam: -.. 42 
Leonard Tow . . . . . . . . . . . . . 71 
Rudy J. Grai . . . . . . . . . . . . . SO 
Roberc Brrtden . . . . . . . . . . . . 54 
john H, Casey, 3II . . . . . . . . . 43 

Roberr J, DeSantis . . . . . . . . . 44 
Michael G. Harris . . . . . . . . . 53 
E gayne 7de r ty  . . . . . . . . . . 39 
j. ,Michael Lovc . . . . . . . . . . . 48 
L. Russell h.9itren . . . . . . . . . . 48 
Livingston E. Ross . . . . . . . . . 51 
%OPE Ha Scfzneider . . . . . . . . . 42 

David B. Sharkey . . . . . . . . . . 50 

Current Position and O& 

Chairman oi [he Board and Chief Eict~tive Officer 
Presidezt an3 Chief Opesaririg QF&ce;r 
Vice Presidenr, Business DeveIopmcnt 
Vice President and Chief Operating Officcr, 

Communicarlons Sector 
Vice Presidenr and Chief Financial Officer 
Vice President, Engineering and New Technology 
Vice President, Regulatory Affairs 
Vice President m d  President, Citizens lJublic Serviwn Sscrw 
Vice President, General Cou~~sel  and ,4ssist;int Sacrerarp 
Vice President and Chief Accounting Officer 
Executive Vice President and President, 

Citizens Capiral Ventures 
Vice President and Chief Operating Officer, 

Elecrric Lighnvave Sector 
Vice President, Informarion Technology 

%ere is no family rdationship benveen any of the officers of the Regisaanr. The term of efficecri c,t:h trtt$td~ 
foregoing officers af the Registrant will continue until the nes t  annual neering rf the Board at Z~irfcttin 2nd 
until a successor has been elected and qualified. 

L E O K m  TOW has heen associated wirh the Registrant since April 1989 as a Dicaetar. In Ji;rne fil4K4 
F V ~ S  rimxed Chairman of the Board and Chief Executive Officer. He was also Chief Financial Oiiicec f g ~ x g ~ ~  
Oc;oE$Cr 3991 through November 1997. He  was a Director and Chief Executive Officer of f $ r \ ~ ~ ~ r f ~  
Currrmunications Corp. from its incorporarion in 1973 and Chairman of its Board aE 0irg;rijrs Pgr,ra 
0.0:tcrbct; 1959 until October 1999. H e  is Direnor of Hungarian Telephone and Cable Corp,, Ch;tipt:gs tlrr 

E ~ P :  Board af EIectric Lighnvave, Inc. and is a Director of the United Scares Telcphont: hq~,c;nar~&. 

RUDY I. G W  has been associated wirh the Registrant since September 1999. Me i h  currarlcly PfgsiL;i?&~ 
m d  Chici Operating Officer of the Registrant. He is also Director and Chief Execucrvt: C7iEi~rr o i  Elgcrtth 
Lightwavet kc .  Prior CO joining the Registrant, he was D~recror, President and Chief Qprrasing Q$i~;sa  ni 
Centennial Cellular Corp. and Chief Executive Officer of Centennial DE Puerro Rico i r n r n i Z * o ~ m b ~ ~ ~  1F'gfj 
to A~gu;u9r 1999. 

ROEERT BICWEIU' has been associated with the Registrant since November 1999. Me was clecrcd 8% L g , ~  
President, Business Development in February 2000. Prior ro joining the Regisuant, hc w;rs Yi.'rt;r Y " : ~ A ~ c R ~ ,  
Busitress Dtsvdoprnent at Century Communications Corp. from January 1999 CCI Qceobctr !'139. E%c was 
Ssrticr President, Business Development at Centennial Cfllular Corp, from Juue 1996 to Jaa~xr?; t94Y 
xnd kcid o t k r  officer positions wirh Centennial since h'osembe~ 1993. 

JOfW FX, GG4SEY, In has been associated with the Regis~rac: since Xovember 1999. I.lr 1.; ~ ~ r r r ~ ~ : r f r t  Y$cr 
Prrrstdent of the Company and Chief Operating Officer oi ;h- Cnnmunlcauans Secror. T'rtrir to $rtarrrg &E 

Registrant, be was 17.ice President, Operations from Januan 1995 ro Januaxy 1997 and then Seniit~ %i;e 
f2;esir4m~, itdmi&sua~ion of Centcnnia! Cellular unril So\ m b r r  1994. 



ROBERT J. DESfiJX has been associared wirh the Regisuant slfict: Jmuary I9SB He s%%s P;es:dr&t 
m d  Treasurer since Ocrober 1991, and Vice President and Cnief Financial 0if;rcr skce Xt)r~+~~be*rf fYZ?+ 
He is currendy Chief Financial Oiiicez; Vice President and Trcasme~ af Efreceric Ligkhtpiive, IBE, 

h-IICHAEL G. X W S  has been associared with t h e  Registraat sinre Dccembct f 89YL 3,Ia is eu~m:ir i-5~s- 
Presidenr, Engineering and Flew Technology. Prior to joining the Registrant, ht %%as i-&i~lj~ '@ZE P:ZS~~C-F-P+- 
Engineering of Centennial Cellular from August 1991 to Decemkr 1999, HE &I$& Sa,rki&r V~GZ 
President, Engineering of Ccnnrr)r Communications Corp. iron1 June f 9311 to t3crnhz: 1931, 

F. Va41%E LAFFERJ3 has been associared wiih h e  Registranr since 1994. i-lc de-~tcd Ww P&idat, - 

Regularoq .sffairs in February 2000. Prior to &at date, he served as-'GEct p~flksiden: ~f sfe ~ r ~ ~ ~ ~ c c a w i ~ d f i a ~ s  
subsidiaries since Januasy 1998. Since 1995, he has hdd senior positions: uvcrseting regeti%tsry &&aizs @f P& 
Cornmunicatians subsidiaries of rhe Registrant. 

J, h4ICHAEL LOVE has been a s s ~ i i ~ t e d  wi& the Registranr since h3ay 1990 f t p 7 ~ ~  S8~611r:~b~~ h984 
through January 1988. He was Vice Presiden~. Corporate Plimning frum ;C,f;x~,ik 1948 thr&t:& 
January 1997, He was appointed ' t ke  President, Pubtic Services In Januuy It $97, If1 f&6uf P!- I!49% Icr @&$ 
also appointed President, Citizens P u b k  Senticcs Sector. 

L, RUSSELL h m E N  has been associared with the Regiszrsat smcc June 1990. He wzs Gt~ersf ~';QG%S~ 

u n d  June 1991. He has been Vice Presidenr, General Cotrnsd and As%n~n:nt hi;litt~s;alzg $iasg JUEG 24P'Ec 

LR'IXGSTOS E, ROSS has been associated with the Regisuam sincc A~g5es~ IS?;  E.Ie %% ~ ; ~ G E F ~ B s & L % ~  
and Canuofler from December 1991 through December 1999, HE is tb~%eridy VLr Fgaidgnc &ad Ck@f 
:jccotmrin~: Officer. 

SCOTT N. SC2HhTETT)ER has been associzzted with the Regisrrant since October 1394, 3-h i a  cbfr~~ekf 
Executive Vice President and President, Citizens Capital Seen?tifc&, a wkLaPlty if$thit?i&f~ af Kktit~%&:. 
He has been a Director of Electric Lighrwave, bc, since Deecnz&r 39%. Pduf $0 tt$lning &t! %qfs@a@-rtBc 
w a s  Director [from October 1994 to October 19991, Chief FmandiaE Qf&re.t)t Fif&s& D a ~ 8 k r  tq94 ;~ 

October 19991, Senior Vice President and Treasurer Ckem $.me: 19% to October o i  t":@o;c:&:s,.p 
Communications Cop .  He also senred as Directot, Chid firtanerd iC)f$kceq %fktr;it. '3zi;e P?&zdc~tt &&d 
Treas'aer of Centennral Cellular from Augusr 1993 ro Oefobc~ 1 9 9 .  

D.S,\D B. SHAREY has been associated with the Kegistr.l.aao since +jaugi&~t 1999 $5 P G ~ $ I Q R ~ ~ ~  to f ~ L P ~ $ C  
Lighware, Inc. He hzs been President and Chjcl Operaring Crfi5cc-r af Ekrte~e iqbm!avr+ lad, r s i ~ ~ e  
October 1997 and is Director of Electric Lightwave, Xnc, ;2bdi&aall~t kt hrs E7w~ YIG~ Pr~$eden:-~sl and f.;ki@f 
Operating Officer, Electric Lightwave Sector sf the Regisrtaat since F&mar). ZOO@eI'2ib~ $Q'$ :~ii~s;rg%Jc,ttd~ 
Lightwave, Inc., he was Vice President and General Manager arf b~er;romedix Paging, z7 siltI;r%:ies!sb ccia~at~? 
headquartered in New Jersey, from ,4ugust 1989 tlrclugh July t 994, 

STEIEK D. WARD has been associated with the Regiscant sitrcc Jwuery ltjt'30 snd tu% gljkctcLS 
President, Information Technoiogy in February 2000. Prior t& j6ihing the Registrat, FIE was % ' ~ b  P ~ s i d e ~ i ~ ~  
Informarion Systems for Century Cornrnurlications Corp. Dam June to Dc-e~srzbe: 1499 ;sn$ D i r c s ~ q  
Information Semices from Msrch 1991 to  June 1991;. 



P a r t  I1 

>-- 

r FA 5 Msket for the Registrant's Common Equity sad Related S.toclk-hnider &latr~r:rc 

Mttl: Rastge of Common Stock 
731% Cornparry's Comrno~l Stock is traded on the New York Stock Exchange wder the syt?rkS tXS4 *Re 
frsIIo\t.lsg table indicates the high and low prices per share as taken from the daiiy quottl~_ltjc:spubfi~i.,ailE rn 
"Be Wag Streer Journaln during the periods indicated Prior year prices have bccn sdiustcd nlek 
Qrtjdends declared &LOU& December 31, 1998, rounded ro the nearest 'iltth, [See Nnte, 9 oF X#$ht~?f 
Cansolidartlit Financial Statements.) 

1st Quaner 2nd Quarter 3rd Qoarrer 4th QUICP~EP 
High Low High Low H'~h-L2~ -.*#- Flrr?ir - .,*,z,,w --*< Soew --- 

1399: 
CZN, , ,, S 8% 57% $ 1  $731/16 $1236 - 510% ,,,.,+L.+, <I44 ,4k.,,r,,A $FWJ.pi 4-u,- - 

,& of February 29,2000, the approximate number of record security holders of ckc Compats).'s C:cjarmhn 
$ i d  r,va$41,020. This information was obtained from rhe Company's transfer agent 

DiEidmk 
R e  amount and rinling of dividends payable on Common Stock are within the s ~ l c  ducretrntt rxZ fhr 
Cainpanyk Board of Directors. The Board of Directors had undertaken an exreniiive rcut.clii\r @;if' 
&rnpmlfs dividend policy in conjunction with its strategic plans to become a tclec"c)1%flruni~5gif.1:%t~ 
cornpans, rtsuting from this review, the Board concluded that the Company di~cnnrinuc d~%?rdefik$!\ &?r 
he, p89~mrac ~b the December 1998 stock dividend. Quarterly stock dividends ciealared ;xrrd rq&adiX e)P? 

Cammrsn 5twk were ,75% for each quaner of 1998. 

Rccertt, Sales of Urnegisrered Securities, Use of Proceeds from Registered Sec~~rities 
%ant 



! T E M 6 .  Selected Financial Data ($  in thousands, except for pa-~haze smauats? 

Revenues (1) . . . . . . . . . . . . . . 
Income (loss) before 

discontinued operations and 
carnulative effect sf change in 
accounting principle . . . . . . . . 

liasic income (loss) pepshare of 
Common Stock before 
discontinued operarions and 
cumulative c f k a  of change in 
accounting principle (2) . . . . . 

Net income . . . . . . . . . . . . . . . 
Basic net income per 

common share (2)  . . . . . . . . . 
Stock dividends declared on 

Common Stock (3) . . . . . . . . 
. . . & Q<~~EI~Z$GZ-~, .---sue&xh-u 

1999 19518, , - f94k tcj9,r" ? 0- -&-- --kU_UY.LliU-i-"* 

Total assets . . . . . . . . . . . . . . . $5,771,745 S5,392,932 %4,8?2,8S1 54..?23,14r9 $3,PB &+hf$? 
Long-termdebt . . . . . . . . . . . . $2,107,460 %1,7'3,335 $1,983902 $l,469k5t:! SIsfj$$JEf 
Equity (4) , . . . . . . . . . . . . . . . $2,121,185 51,991,021 51,880,416f $1 ,$79$3S $%,$$9,923 

(1) Represents revenues from continuing operations. 
(7) 1997, 1996 and 1995 are adjusccd for subsequcnr stock ddividtdds. 
(3) Compounded annual rate of quarterly stock dividends. 
(4) Lncludes Cornpan)' Obligated Mandatonlp Redeemabfc Convrztihlt Prrtrcrd Sccwirm. 

1 T E IVI 7 Management's Discussion and Analysis of Firrm;eiaX Candidon 1xi8 Kaaf~ O@r06rrt~le 
This annual report on Form 10-K contains fanvard.1noking satmeit% $fur A t r  sltihiect rw- rtdk art& 
uncertainties which could cause a m a l  resulzs tol difftx ma~midiy iicm t b w  expre~gc~f (ztr iwpl-ked t-tis ch 
statements. All forward-looking statements I'indudiag orvf r~pf~scxt&zrotrse are an& pf@d%tio&$ .r*t 
statements of current plans, which u e  constantly trnller ~ C Y ~ W  by &fftl Ca;~t"ipka!, A& ~ ~ ~ X * # & ~ ; I ~ E C T I W ~ & ~  
statements may differ from actual future results due to, bu: lhmtt4 10, $.haage rta &e ez@n1:zwp ~ F r ~ h a  
Company's markets, the nature and pace of sei7hnologieal ckkngeh r.h'lt ~uahcre a&& ~$f&ei~%gic$g rtf 
competitors in the Company's markers, changes in legal and rcglrt3rm-y ptthoy* Y;xa:eaw m *tr~cgslii encgwI 
rhe Company's ability to identify future markets and sitcca$&uirtJp cx~and cdax~lyt~sa,fke  mi,^ ~Bpr@&g$g$ 
and services offered in the Company's target markets, remaifiiag YLM imxes, &it c f l e ~ a  06 az;qulxii:xaa$ 
dispositions and the ability to effectively integrate bnsinesss acqufrcd, Rertd~rg d m i d  gmtsidar: X ~ ~ S C  
important factors in evaluating any statement in t h i s  Farm IO-E: os uthenvie mn3e by ?;Eke: Coapger?~.~)~ 09: 
its behalf. The following information should be read in conjw~crian with iht rafi%afl;d3t~d fiasa~aE 
statements and related notes to the consolidated financial statcmms indud~d in thi+ ;spaE, The G B ~ ~ B F  
has no obligation to update or revise these forward-looking starem1:nts m tcficl;r tbc fiedurrswe paf f  s XIFUPZ 

events or circumstances. 

(a) Liquidity and Capital Resources 
The Company considers its operating cash flows and its abilky ro rar'sc bcbr %E$ q u t q  rapftaf ta $kg 
principal indicators of its liquidity. For the twelve monrhs ended Deccmbcc 31, €993, ah?; Cgmgdatitiy s e d  
cash flow from operations and proceeds from net finaxicings rrad adtrances from pgrticf ddirirtg kxilgq 
services to fund capital expenditures. Funds requisitioned from the Iadus~tEaf Deeele-mmzt Rcv&-rucgc B&nb 
construction fund trust accounts were used to partially fund the canzrraar'izn caf ~ti;;Iiq- ?faat, 



In October 1999, the Company arranged for a committed $3,00O,OQ0,090 rcvolvirng bafik c;rcdrp $&'i.kf;-. 

Tkir credit facility k i n  addition TO credit commitments under which rhe Carnparlp tmay b~rlpt& :X? I1-r 

fS400,1100,000. ?Izere were ntp amours  outstanding under these corn~rxime~l~s ae Decertrba 3 1, f 9535% 4,Q 
bas cummitred revolving lines of credit with commercial banks under which it map F~QxF&M-~ ~cp  +~i 

5400,000,000. T h e  Company has guaranteed all of ELI'S obEgatians under thcse rep,~a!\;ing ling$ okae&;r- 
As cf December 31,1999, $260,000,000 was outstanding under EZT's rc~olvitrg line3 of ere&, 

 TI^ April 1999, ELI completed en cffering of $325,000,000 of five-year senior unsccurt~d n~tcs, ' h e  acgsc 
haye aa interest rare of 6'05% and mature on May 15,2004. The Company bas guaranraed tks pltyr2xetla 
p6nisipaI and any premium a.td interest on the notes when due. 

Her capitat expendimes, by sector, have teen and are hudgeted as follows: 

Communicatiom i l f  . . . . . . . . . . . . . .  $396,800 
ED [3)  . . . . . . . . . . . . . . . . . . . . . . .  200,000 
General. . . . . . . . . . . . . . . . . . . . . . .  3,000 

$599,800 
Discontinued operarions (3) . . . . . . . . .  $169,900 

$769,700 

$3: induds approximttk $34500,i%OI! and $7,700,000 in 1999 and 1998, respectively, far the C O ~ ~ ~ C F U G ~ I U ~ ~   if i3n r;lf)kt~ttififiit 

suppatr afiir;t, Wudcs S176,0UG,000 in 2000 for the propemes to be acquirrd from G1X and US J ~ C $ ; ~  
[2i Indudes appraximatc!~ 53s,OOO,OOO and S60,000,000 in 2000 and 1999, respcnively, nf non-cash c8prd Iearrc nLiitii?q+. 
142 Tire 20OD budget assmu £1111 year ownership of discontinued operations and includes approx~mnttlp S41,4U&EIOQ @I? $ qmir: 

i v a ~  pipeline p ~ j m .  

74ne %mpany anticipates that the funds necessary for its 2000 capira! expenditures will bt grsvrdad ~ ~ G ~ J Q  

crptraeizsns; from advances of Rural Utilities Service loan contracts; from catnrncrcial gaper: note$ pbby;xl$ji.:;. 
itm debt, equity and other financing at appropriate umes and from short-term hotrowir~g% Q & ~ E  %m& 
ctgdit facilities. Undl disposed, the Company's discontinued operations capiral expandrcurm wk\l ;aka i 7 f~  

b d d  through requisitions of Industrial Development Revenue Bond constsuction fund trwr accnaLg3 at$& 
horn paxties desiring utility service. Upon disposition, the Company t~ill  receive reimb\~n$~rcn: ili[e~$.%~rt 

1999 scmal and dl 2000 budgeted water and wastewater and electric sector capital expt?ndimr&:~ t;:siFf$iigns 
ra the t w s  of the respective sales agreements for these businesses. 

Aqtti~itions 
On Bli;lj- 27, September 21, and December 16, 1999, the Company announced chat it had entxh~d tfi%ei 
definitive ageemeats tct purchase from GTE Gorp. (GTE) approximarel~l366,008 tersphot~e aaqrirg 16iw@ is,t$ 
a i  Derxicmbcs 31, 1995) in Arizona, California, Illinois, Minnesota and Nebraska EOP ;flrprsgigi~tpIy 
51,171,M0$00 in c ~ h .  The Company expects that these acquisitions, \vhich arc: subjrcr tu vsrweilg 
and k d s d  rcgufato.ol3. approvals, will occur on a state-by-srate basis and will bcgiri ctlcwing in rk;, thk& 
qi3azizs 200a 

Qn jttet 16,1999, the  Company anriounced that it had entered into definitive agrsemcnts oo pttrshasa irnatt 
Vttix Chmtmications, Inc. (US West) approximately 545,000 relcphanc accea Ernit? fa$ i!r 

D~ctlmbct 31% 1999) in Arizona, Colorado, Idaho, Iowa, .Minnesota, Montana, Nebrash, Nor& irif&figi 
i ? ~ d  %yarning for approximately 11,650,000,000 in cash. The Company expects rhzt these: szc\u~sidfwl-r, 
which are subject to various state and federal regulator)! approvals, will occur on a swre-by-sag haw+ a d  
will begin closing in the third quarter 2000. 



T'hc Company expeccs ro temporarily fund these telephone access l in t  purchases with cash aed &vzst%nt 
balznces and proceeds from commercid paper issuances, backed by the cornd~ed b t ~ k  a ~ d i r  $&&fitks, 
Permanent funding is expected to be from cash and investment balances and the proce~ds &am t b ~  , 
divestiture of the Company's public services businesses. 

Divestiture 
On August 24,1999, the Company's Board of Direct~rs approved a plan of divestitwe ,far: the Cdmp;lifiy4r 
public services properties, which include gas, electric and water and masrewater busine5;sei.. The pa~cti&& 
from the sales of the public services properties will be used KO fund the telephone access lim purshaser, l-fic 
Company has accounted for the planned divestiture of the public  service^ pmperries ar a di$~antinm& 
operation. Discontinued operations in the consolidated statements of income; and campraheasiue inenme 
reflect the results of operations of rhe public services properties including atbcated tnr;erest ;:xpens fur the 
periods presented. Interest expense wras aIlocated to the disconfinued operadoes based oti tkc ~wsr~h.i"l$g , 
debr specifically idenrified with these businesses. 

On October 18, 1999> rhe Company announced that it had agreed to sell its trt'3tt'cr. and tt.nsnwattc 
 pera at ions to American Water Works, Inc. for an aggregate putchase price of $83%,QQOsW@, Ti~k 
transacrion is expected to close in 2000 following regulatory approvals, 

On February 15,2000, the Company announced that it had agreed ro selk its desvir utility g,~~raaioxu, Y h  
Arizona and Vermont electric divisions v.411 be sold ta Cap Rack Energy rJ?.~r~p. and the. Xawi tH%%-&i\ 
Electric Division will be sold to Kauai Island Electric Co-op for zm agpegat& puf&&,i~~ prke ai 
$535,000,000. The transactions are expected to close in 2000 faHoxuing reguhtaq apprrs~b, 

Sale of Invesments 
h January 1999, Centennial Cellula 
campany organized at the direction of 
1,982,294 shares of Centennial Clas 
Mandatorily Redeemable Convertible 
the preferred stock into approximately 
approximately $205,600,000 in cash for all of its 
related to accrued dividends on the preferred 
approxirnareIy $69,500,000 in the first qu 

Qn Ocbober 1, 1999, Adelphia Co 
Communicat-ions Corp. (Cencury). The 
Srock. Pt>rsllant to this merger agree 
$ID,S32,000 in cash and 1,206,705 sha 
S79,6013,000 based on Adelphia's October 1, 
reporred a pre-tax gain of approximately $67, 

A subsidiary of the Company; in z joint venture witb a 
cabte television systems in southern California serving over 
Cornpail). enrered into a separate agreement wirh AdeIphia to 
LO this agreement on October 1, 1999, the Company receiv 
1,552,302 shares of Adelphia Class A Common Stock (far 
Adtiphia's October I .  1999 closing price of $57.00). The 
apprclx'rn1arelg SS3,900,000 in the fourth quarter of 19 

Hnngarian Telephone and Cable Cow. 
In $lay i 999, in connection w~rh J-ITCC's debt resuuc 
HTCC to the Company and a seven-year consulting 6 
MTCC ro rhe Company of 1,300,000 shares of HTCC 
convertible  referred stock. Each share of WTCC con 



and is convertible ar the option of the Company into 10 share$ of HTCC' Conlnlem Stock. Ib ch~4f exttf"i2~Llt 
1,300,000 BTCC common shares and rhe 300,000 HTCC cornmaxi shares iuidcrlyms;; the EtTCC 
convertible preferred stock do not achieve an average market closing price of a t  least $7' ;rcr %tt;c.rrc- :;1kr dz 
twenty trading days ending March 31, 2000, HTCC has agreed to issue additionai I*flCC cueiqcnrk*:: 
preferred shares with a value equal to any such shortfall. As of March 15, 20011, the stuck H'x:~ tf;~tCI:~g 2 
Sgl%& per share. 

Regut awry Environment 
En December 1999, the Company entered into an agreement (the Agreemenr) ul.Ids &e Staff dnd C ~ a $ w ~ t i e  
iidtrocate Division of the West Virginia Public Service Comlissiosl (RVPSC) to c~nciauc the ci-,rnp+b~%rit 
incentive regulation Plan (IRP) through 2002. Under the Agreement the Company will r td~icg  a e ~ f e  tm+2 
other senice rates by $3.5 million annually beginning in February 2000. In return t11a Conrptt~p kez$r~e 
af earnings regulation for three years and have some pricing flexibility for non-hasir: scf~ i~ct t ,  

h p a a  cif Year 2000 
l?le Y2K issue resulted from computer programs using a two-digit formar, as crpposcd ro faue tn tnijtzhf; 
&.he year. Such computer systems were unable ro interpret dares beyond the year: 1999, ivhictl anrlsf: 
caused system failures or other computer errors. In late 199?, the Company deveropcd a pragrm t.er;t;tJ~m$ 
rhc YZK issue. The program w2s designed to protea rhe safety and continuity af tiic Celr?;garry'* 2cPqit<c 

delivtr?; and support capabilities, computer systems and other aiticid funceians, 'f'E~e c ~ m p & ~ y ' +  Y?K 
program addressed problems &at could arise: (1) In Information Technology i,IT! xrcas iat:4i4:Ef;dbiliig 
infoxmarion s)-stems and rechnologies; (21 in non-IT arras such as comn~lmjcarions ttetworks sn,) q w ~ t ~ f t q * ~  

u&q+ convoE and monitoring s:stems, premises, fadlltlrs and general business eqtltpmencr znd &WC f ~ i  

S?.~F~!~CZS of produns and services not being YLK cornpi~~nr. Each of the Con~ang's srlcrcrn had G ph$c&n 
tl~ffrnce :hat mzinaged rhe. prrjgess of h e  Y X  efiom. T!le Company had derttrn:inrd prrudrrn, tat t~hibg 
corrective acrions on mission cririca1 systems and pruO.clsa so as to ensure cantmucd $$;Ttve~ i,ir cr\qti 
Szsiness acrlviri-es. 

The Cum~any's systems, products and services proved Y?h: ready, as theic w r c  no syrexvi uri C ; : J : S ~ W ~ I ~ S  

nmp~aing hijures on mission critical systems. The Compan:"~ susc-~ssful entry iintu rhe ymc 1E;)fJO w#iil A 
~ d ~ a t i a n  of a two-year preparation program, The Y3K plan called far utvenrory& aseemsrnetlt, reni;ru;~riitq 
a;ad tmzing. to ensure &at the impact to our business ~ t .~)u ld  be minimal and manageable, 7 % ~  Cump;~n$ 
rontiriue :a monitor 'z"K related exposures both interndfy and with i t s  suppliers, r-unafnerk :ifir;l fiphi9~ 

basiaess partners. The Company% Y2K efforts were cssendally conlpleoe by &a ertd oi cbc EB~~~;I~:,$%;IBRIF :,~BI 

f 999- Ti re  ccapletion of the Company's Y2K efforts coupled wirh I ts  conringency pB~~.zrrs cw~ustd that rha. 
estzblished and expected ievels of customer service were mainrained without mtraupcuoa~ dki~trtg fLfw 

miffcrj-,iurn vansirion. 

Fox the mraIve nianrhs ended Dec~mber 31, 1999, the Company spent approsirnort.lp S23,193,tI4!0- $ 3 ~  jj% 

YZK efforts of which $16,089,000 related to continuing operations and 57,406,OOO cclartd IY dt4dr'r~@f'sggkt 
operations. For the tweIv2 months ended December 3 1. 1999, continuing aperarilsns Y l K  eelr'wn.i sa2I;i& 
approdmately $15,628,000 on TT efforts and $461,000 on non-IT efforts. Far rhe rwdue months f l i~&& 
Dceembtr 31,1999, discontinued operations Y2K efforts include approximatzlp $2,833,600 nlk I"T&tirf", 
and. $4,571,000 on nori-rI' efforts. The Company expects to spend an additional $1,6OQ,OOg In 1Bt3Cj 1 ~ ~ 1  re* 
xealaining Y2K efforts. 

Ct ra in  sfate regulatory :;ommissions where the Company operates have issued orders allowing tkro sf$~.':it~ 

si Y2K cosn for cocsideratioa in future rate proceedings. In accordance wich thesc orders, -the CCsrtt~iaa+ 
has defcrtcd appraximate1)- $5,767,000 of the $23,495,000 1999 Y21i expenses, of which $3,IJij@,BElC? el,? 
$&[are$ ta is continuing operations and $2,767,000 are related to i t s  diseoncirzued apcrarrafraA 

?;rw Accounting Pronouncements 
In Jon5 299S, the Financ~al Accounting Standards Board (FASBi issued Ssatemcnt ~i Flnanciat AcT:L~c;rg~rirg 
Zrandards !5FA45) No. 133, "Accounting for Derivatltx Insrrumencs and Hedginp, hcnvirica" i,SF,'iS r i j r  



5F.U 133 requires companies to record derivatives on the balance sheet a5 assets or  liabiiities mea-%zed 2; 
fair value, Gains or losses resulting from changes in the values of those derivative waujd he arrc;tstza:cd 
dcp~nding on the use of the derivative and whether it qualifies for hedge ;kccounting, TIte kctpcAmIc1cn %s 
hedge accounting is chat the hedging relationship must be highly effective in achieving ofkertag chaxga irr, 
Gir value or cash flows. In May 1999, the FASB issued SFAS 13-1 "Accotlnting for Derivatbe 'fnsteurstersrs 
and Hedging Activities-Deferral of the Effective Date of EUB Statement No, 133," which d e f ~ r ~ d  the 
clfcaive dai:e of SFAS 133 by one year. This statement makes SFAS 133 effective for all fis.sal qusrcets oi ag 
fiscal years beginning after June 15,2000. The Company has not fully evaluated the impact ai the adapzo~ 
of SFAS 133. 

Ib) Results of Operations 

Telcco~nmunications revenues increased $154.6 million, or 17%, in 1999 and $72.5 miltian? nr 5.?*@, m 
19%. The increase in 1999 was primarily due to increased communicari~ns nerwork access sewiter 
revenues and ELI revenues. The increase in 1998 was primarily due to increased commrmnicatianr-s: ngwmk 
access senices revenues and ELI local telephone sen .ices ' revenues. 

Corr~rnunications revenues 
. . . . . . . . . . . .  Ner-wark access sewices 
. . . . . . . . . . . .  local ~lenvark servlces 

. . . . . .  Long distance and data services 
. . . . . . . . . . . . . . . .  Directory services 

Other . . . . . . . . . . . . . . . . . . . . . . . .  
Eliminations . . . . . . . . . . . . . . . . . . . .  

Total . . . . . . . . . . . . . . . . . . . . . . .  

1999 - --" ,IS?@, , , , 

Changc from Chigr: from 
.haunt  Prior year ;Isr!ourrt , _  -Pna~ i-~;tt 

Is in ti~ollrands) 

Nemiark access services revenues increased $71.3 million, or 17%, in 1999 primaily due te, incwaxccf 
minutes of use, increased special access revenues, a universal service Fund setr-l~rnenr: and ib t  aoquit;leiari of 
Rhinelander Telecommunications, Inc. (RTI} in November 1998. Network access sewicc,s- rct*en~& 
increased $28 million, or 7%, in 1998 primarily due to increased special access revenues rstririrrgfram thg 
introduction of the DS3 product, increased circuit demand due to Internet gmmh an$3nc:re;tst?$ mlnutcr; 96' 
use, partially offset by an FCC mandated interstate mircixed access rate reduction which became cf(cctit.g 
July 1, 1997. 

Local network senrices revenues increased $25.4 miIlion, or 10%, in 1999 pnmnriiy due €0 huuanrsr and 
residential access line growth, increased customer calling features and private Iinc sdes 2nd rhr acquidtian 
nf RTI, local network services revenues increased $11.7 million, or 5%, in 1998 primarily due ti3 busSt~~3~  
and residential access line growth and increased custom calling features and privae lint salts 

Lorig distance and daca szrvices revenues decreased $20.1 million, ot 21 %, in 2999 primarily dtlc zn &c 
elimination of long distance product offerings to out-of-rerritoq customers, panialil- ofiset by ~ncr~aqeki 
long distapce minutes of use by in-territory customers. Long distance and dara strviscs revenues i;rcrr;tssd 
$5.8 million, or 6%, in 1998 primarily due to the curtailment of cezrain commrmications ~ccgdir fisnp 
disrancr: senrice operations in adjacent markets beginning in 1997. 

T l ~ c  d~rectury sersices revenues increased $1.8 miliion, or 6%, in 7999 primarily due ai chc aeqkiqit~i.rn af 
R?'I and increased adverdsing revenue. 



Brficr revenues increased $3.4 million, os 6%, in 1993 primarily clue to increased hifling i i ~ d  i.~~ilr$tz~~%$ 
revenues, partially oifser by the phasing our of certain surcharges resulttrg frm rat-c cats d ~ k q i 1 3 r f ~  $3 

California and New York. Other revenues decreased $4 milIion, or 8%, in 1998 l~rimctrity Cfw crt f t ~  
phasing out of certain surcharges resulting from rare cns:: decisions in Caltfiirnia and ?dew ycir.rrk, 

Eliminations represent network access revenues received by the Company's local exchange F;.pEr&trrur~ f g t . 3~~  

i ts  long distance operations and ELI. 

1999 1% - ---L--w--e. i 7 * - <-,s 2 &p * 

Chlnngc i r ~ m  Chan\\: warn 
Arnobnr Prior pcar ,&c~yf.~ hw{k~b,, E~YXL* & 2 ~ y f % $ ~  

(5 In thousnndsl 
ELI ;et.enues 

. . . . . . . . . . . . . . . . . .  %ems-ork services S 53,24 9 46% $36,589 P r j  $3$,q ;, 
Local telephone smices  . . . . . . . . . . . . .  77,393 103 % 38,169 261% kgt$&; 
Long disrmce services. . . . . . . . . . . . . . .  26,698 117% 12,309 ,i 1 8,b40 
Dara services . . . . . . . . . . . . . . . . . . . . .  29,470 113% 13,613 56 9" 8,kY 
Eliminations . . . . . . . . . . . . . . . . . . . . .  (2,8 17) (8%) - ]  (#C;if i ;  satB 

,.G7,,&Xd > 

. . . . . . . . . . . . . . . . . . . . . . . . .  Toral $184,191 SS% $97,829 69% $,%P%fq :*:,,.-*2*w= 

Ncmtork services rzve.nues increased $16.7 million, or 46%, in 1999 primarily duc to t ~ c ~ v o &  qkj5irt~~~~ti ,  
and sales oi additional circuits to new and existing cusromers. 1Venvork  service!^ ~HVMUI$ ia4:rgLt$e$! 
$3'1 million, or 9%, in 3998 primarily due to sales of additional circuits to nev and cxistirrg ~x~ir t r~~r~qtg 
partially offset by rhe expiration of a short-term contract with a silpificant custnnacr, 

Lrrc;aI telephone services revenues increased $39.4 million, or 103%, irt 1999 primarily dtjc to In~g3f$f:,*r& 
rcciptocal cornpensacion revenues resulting from the establishment of incerconnoction agreetzl;'fad;rfP;rfPs i rh  3wrp,pf 
new states and increased traffic. In addition, increased sales of the integrated service digirgt nch$*ce:rfEr~t?i@fi+ 
product ta the ISPs and increased access line equivalents contributed to the increase, 1,~c;xS EB!O@~~C%SX 
services revenues increased $27.6 million, or 261?/a, in 1998 primarily d u ~  rr! irr~r,r~ascb rz~$pr-@;'ri 
campensation revenues, increased access line equivalents and increased sales of the I%DN p r e d u ~ ~ ,  

tong distance services revenues increased $14.4 million, or 1170/0, in 199.9 prim~cily dbtr rti I G P F ~ S ~ ~ , ~  
revenues resulting from the bundling of sales of long dlstance with other producrs, rke addlion af r\aw 
customers and increased prepaid services revenue. The Company exited the prepaid sctvicca nr3rkns if? t$ihy 

&kd quarter af 1999, a result of the decision to focus on higher margin producrii. L ~ n g  dirmart srrl;fcq$ 
revenues increased 54.2 million, or 51%, in 1998 primarily due to incxeased prepaid serwi!~r rriintr#eo 
pxo~~ssed resuking from new* customers and increased revenues resulting from bundiin,g gf errd k*,jtg 
distance with other products. The increase in retail long-distance revenues were pardaily 6ti;et $nf 
decrease inwhoIesale long distance revenues primarily due to the elimination of a large cuCronPX:e W& ~;ria$a 
problems. 

Data services revenues increased $15.7 million, or 113%, in 1999 primarily due C C ~  incr086ed .~;$k#~;y id 
Internet atld frame relay services in new and existing markets, Data services rcvanucs incroa~reti 5 s  mrFfrr~tr 
or f 6%, in 1998 primarily due to increased sales of Internet and frame relay senices in ngzv ajzd rwaeiikg 
markets, and the inuodunion of new producrs such as ATM and RSVP, 

E?t?tjnasions reflect revenues received by ELI from the Company's cornmunicacian~ aperarifini, 



NETWORK ACCESS I!XPEISS'Se 

t 999 -- 1 $<& BEL,.'. . - .  "A ,-u,, 

Chngt ham C%%~gc &&n 
.Amount Priar vcaz kfsrouar ,&IA<S m&f - J$~Yz 

-5- ly- -UL C 

15 ir, B e u s d )  
Xetwork access . . . . . . . . . . . . . . . . .  $160,267 14% 5340,471 3 %  $ns&'L$ue 
Eliminations . . . . . . . . . . . . . . . . . . . .  (48,848) 38% 2+6i1 32% Jg$23T21 

' T O ~ I  . . . . . . . . . . . . . . . . . . . . . . .  $111,419 6% $18.$,003 {$%] 
-cL_I-- 

Network access expense increased $19.8 million, or 14%, in 1999 prirngrily i l u e ~ ~ e x p z ~ ~ ~ ~  rd~tg&tb $ 8 ~  
ELI national data expansion, partially offser by decreased communicntioiir; S ~ : L ~ F  ~QGB dkttdm ;~;ifi&'i& $'A 
use from out-of-territory long distance customers. Nerwcrrk :kames expense inegaz;.,;f %5,5 rniElrlw= of 3%- 
in 1998 primarily due to ELI revenue growth, ELI national dam mpansioa e,Ffuts, x ~ 4  iimi6c~~fgta&b& 
ELT long distance services, partially offset by lease terminations as a rewk ~f &z cuwatiz~mf; ~i ,i~rt&gv 
communications sector long distance service operations in 1993, 

Eliminations represent network access expense incurred by the Co~~partjfs l a q  d z s t ~ ~ ~ t  oprlatrt~& 2a.a 
services provided by its local exchange operations and expense ine~rred by the Carnpa~y~$ c@m&is&fcaf.i@%~ 
operations for services provided by ELI. 

DEPRECIATiOrci .9,W ,AhfORllZATIOS E%TIL%E 

E-S krr- theiu%&ztigT 
Depreciation and amartization . . . . . . .  5262,430 32% Sf 9&,@# $9; 

Depreciation and amorti 

comrnunicaions sector. 
primarily due to increa 

T a e s  other than income . . . . . . . . . . .  64,469 15% 
Sales and rnarketin 

Total . . . . . . . . . . . . . . . . . . . . . . .  ,5705 511 29% 3547'3993 ~ h l ~ ~ \  A= 'r-&QmM 

Operating expenses inc 
the following items: a 
development of cerrai 
recoverable; restruc 
Company's corporate 
conrinuing operations 
to colrrinuing operations of $4.7 miIlion. 



s;osrs3 the i u U  year impact of RTI 2nd ELI expenses relanng to t h e  espansian of data sr?rv.i;es an-ti prc+;t 
cxir casts. Operating expenses decreased $59.4 million, or 12%, in 1998 pthlatii?: dw t~;i 1947 pfa-iil'i-r 
char&& to earnings, partially offset by increased ELI operating costs, YZK c a t s  add sapRFacihaa es-rer 
~Earazed to continuing operauons. 

Taes other &an Income increased $8.6 million, or lj?,,, in 1999 primarily due m iilcte:nscs inr p,%?mil ~ f i Q  
properq taxes. 

Sales and marketing expenses increased $24.6 million, or 52%, in I999 primarily duc r t l  i f i c n ~ ~ ~ ~ l  
prsomd and produci advertising to support rhe delivery of services in existing and newp markrts rndu&in@ 

excarrsion of ELI data services and products. Sales and marketing expenses decreased $?A rrlijfindt f:r4: 
1996, in 1998 primarily due to the curtailment of certain comrnunic;ici~ns sector long illratafic~ Wi~t 
opmtions in adjacent markets beginning in 1997. 

INCOW FROM OPERATIONS 

1999 1998 Ip"s" 
. r a c r u 3 - . - -  .J, - ,i , 

Change from Chan~t  fra~rr 
Amount Prior year A u n t  Trier sac- -&j@ggb* 

(S in thousands) 
Communications . . . . . . . . . - . . . . . . .  $103,727 (34%) $;157,567 6,2079'a $ r2,d$iFr 
ELI . . . . . . . . . . . . . . . . . . . . . . . . . .  (95,659) (26%) (7'5,9231 (58Pij .... ($&k2<$!~ 
Incorn. [lair) from operations . . . . . . . .  % 8,068 (9040) $ 81,644 - 161 VIb jwl: 
ta@ams from operations decreased $73.6 milkon, or 90%, in 1999. Of this decrease, $57,1 nitltan w u  drvq 
to &c faifowing irems: asset impairment charges of $36.1 million, restructuring charges .;rftt3c8tecl ttr 
canriauing operations of $4.1 million, pre-acquisition integratiort cosn of $3,9 rnilji~n, ~cpir ;at t ik$~ g&t~r; 
a$iwattrf to conunuing operarions of $3.5 million, costs associated with an executive rctitcrnale zzpgrmGax 
a ~ ~ c ~ r !  ru continuing operations of $4.7 million and accelerated depreciation crE $4.8 rtliilkk *fl\g 

~smining  decrease is primarily due to increased ELI losses and $9.1 million of incrcascd Y2K ca$tsr, Fnqoae 
from nprarirrrrs increased 5132.4 million, or 26196, in 1998 primarily due ro 1997 prcetax ~hssgca sta 

earnings, pat-riaHy offset by increased ELI losses, Y2K costs and separation costs, 

INVESTMENT AND OTHER INCOME 

1999 ZP9R f 49 : - - ? ~ A - w ~ w # ~ " ~ . * .  +!"&f.," -<+s-.- ,", 
Change from Chengc frlmni 

. hounr  Prioryear Amount F P I U T , ~ E : ~  ,,7&~tgpgt,- -- 
( %  h thousmds) 

Son  operating gain on sale of 
. . . . . . . . . . . . . . . .  s&sidSixp scuck $ - NIA $ - NtA $ "234 

Invtsment income . . . . . . . . . . . . . . . .  243,611 660 % 32,038 1 4(!4, f 35,$4i?' 
Orha incame (loss), ner . . . . . . . . . . . .  (20) 100% -- (26,746) (4434%) -.-,a- '344 .. - .<,- 

$243,601 4,503% -- $ 5,292 (467~r &2~2; 

7 % ~  nan operating gain on sale of subsidiary stock in 1997 of $78.7 n~illior~ represelirt; the pcc-ax gsirt c-rw 
;&cElJ iniciai public offering of 6,000,000 shares of Class A Common Stock at: a price o i  $16 per 6h3rc ~ g +  
3lovcmbcr 24, 1997. 

Iaraxmcnr incomr increased $211.6 million, or 660%' in 1999. Of this increase, $221 miltion waq C ~ M ~  cw 
rbe $695 nillion gain on the sale of the Company's investment in Centenniat in January lFF99, ePg 

$67.6 iinrfiian gain an the sale of the Company's investment in Century in Qmaber I999 q~ja!  !ti& 



$33.9 millinn gain on the sale of the Company's investment in the cable joint venture in Oaaber 1,998- 
investtn~lnc income decreased $1.4 million, or 4%, in 1998 psirnariiy cfue to Iawer ;tver~$c: ̂m?&atmmr 
bctsnces. 

Ohcr income (loss), net increased $26.7 million, or 100%, in 1999 and decreased $343 rniuiari, ~:434%, 
in 1998 primarily due to the recognition of a $31.9 million loss resuiting iron1 the decline in v~1uc of the 
HTCC investment in 1998. 

MINORITY INTEREST 

. . . . . . . . . . . .  Minority interest 

hanorit)' interest is a result of ELI'S initial public offering in November 1997 
sltarc of ELI'S loss before income rax. 

INTEREST EXPEhTSE 

19 99 

Interest expense . . . . . . . . . . . . . . . . . . . .  

Interest expense increased $19 million, or 28%, 1 

p"ttia!iy offset by decreased short-term debt bala 
3 998 primarily due to increased ELI net borrowings, 
XFUDC. 

INCOME TAXES 

. . . . . . . . . . . . . . . . . . . . . . .  In4cwrne raxes, 964,537 

Income raxes increased $60.6 million, or 1,536%, in 199 
increase in the effective tax rate. The effective tax: rate 
~ncame reslulting from the sale of investmenrs 
52 million, or 105%, in 1998 primarily due to an i 

DISCONTINUED OPERA.nONS 

t$ in thausamisfst 
. . . . . . . . . . . . . . . . . . . . . .  iicrvenues 5613,216 1% $t;OS,Sf4 

Clpera~ing irrcome . . . . . . . . . . . . . . . .  $ 62,179 (15%1 $ 96,525 
. . . . . . . . . . . . . . . . . . . .  Vet irlcome 5 27,359 (25%) $ 36.528 t6O%k 



Revenues from discontiriued operations i~creased $3.7 ~llillion, 01.1. %, in 1999 p;irnctlrf!p b i i r t ~ ~  r;z't";iacd4&r3 
consumption and customer growth in the electric secrnr, partially offser by lower ptnrel~,zs&d m r f  ~;ii?.~ 
costs passed on to customers in rbe gas and electric secrors and a dtcccase in customer usegc &&E PLY WArsYet 

weatbtrt conditions in &e gas sectoL Revenues from dis~oncinued opera~jrras incrcssed %7&2 ~afS3-ci;fic~ ti; 

14X, in 1998 primarily due to the acquisition in October 1997 of The Gas Carnpznsng f"I"Cc) i6139 rncaxw~; 
consumption and customer growth in the gas and warer/~astewacer sectors, partially Q ~ ~ S S Z  by ,.t ~ Q C X ~ ~ P Z  tr: 
garrevenues resulting h m w a r m e r  weather conditions and lowe: purchased gas and fuel cc.jir psrcdrm to 
casroinets in the gas and electric sectors. 

@perazing income horn discondnued operations decreased $14.3 million, or R G ~  :IlGonw $rum 
discontinned operations decreased $9.2 million, or 25%, in 1993 primuilp due tct rc?;t~t~ctlrri~g~karg:a~ 
scparat4an costs, costs associared with an executive retirement agreement, roi~irnissiotr ~rJsr:x?' ~krst+mc~ 
refunds in Arizona and increased Y2K costs, partially offset by an increase in gross margins and il- $ec#$nt-~r 
in income taxes. Operating income from discontinued operations increased $29.9 mlrl'licxn, or 454c ,wad( ftaf 
income from discontinued operations increased $22.5 million, or 16O%, in 1998 primarily duz IW tllc ir?L:'' 
charges to earnings, partially offset by Y2K and separadon costs. 

MET INCOME Ah'D NET INCOME PER C O W O N  SHARE 

1999 1996 ~jc@P * IX.m"-*,.,*r_h 

Change from Change frdrn 
Amount Prior year Araounr &;ffw$_" k.3m9ir 

($ in rhoussnds) 
Xct Income . . . . . . . . . . . . . . . . . . . . . , $144,486 153% $57,060 4(;,$9;T $lalfiiT 
NethcomePerCommonShve . . . . . . . .  $ 3 . 5  150% $ .22 45Q%, S ,On4 

1999 net income and net income per share were impacted by the following after rax iterns: gdin3 tar: the: uhgq 
of investmalts of $136.4 million, or 52P per share, asset impairment charges of $W,3 miiliwn, ar Bi: pqg 
share, an executive retirement agreement of $4.1 million, or 2$ per share, rcscrucr-urtrig ;its?gcn ef 
53.6 rnjllian, or 1 !$ per share, separation costs of $3.1 million, or 1 4  per share, acccslscatcd d~pa-pr~i;rlatj$~r~,'+$$ 

43 ntitlion, or 1C: per share, and pre-acquisition integration costs of $2.4 million, or 1q  per diart. tP$d i 2 $ ~  

incrurnc and ner incame per share were also impacted by after tax net losses from El,! of $54,1 mrltrs;xn, rxr 
I l c  per share? and after tax Y2K costs of $12.2 million, or 56 per share, 

199S ner iacame and net income per share were impacted by the following afcer razt iratm: cjje R C I T ' I - C ~ ~ A  
ivrtrz down of the Company's investment in HTCC of $19.7 million, or 7$ per share, th t  cuanutsri-ti~ &jags 
of a change in ac.counting principle at ELI of $2.3 million, or le: per share, and se~aratiua; C Q S ~ V  trg 

$13 miliion, or 10 per share. 1998 net income and net income per share were dso impacted by ahrr mxqer 
Imsses from ELI of $34,8 million, or 14$ per share, and after tax Y2K costs af $5.3 miUisn, ~x ?;d petk *hiisst 

1997 net income was impacted by after tax charges to earnings of $133.1 million ofwhich 5 103, C cnif.(iun 
rctla~ed :o continuing operations and $30 d o n  to discontinued operations. For conrinuiq operaeisrrg, the 
charges rcsulred from a re-evaluation of certain business strategies including iss crur-afetccrrrt~fi; f ~ ~ z g ,  
distsnct aaressive grqw:h strategy, accounting policy changes at ELI in andciprion oi its i~itid p&&; 
aEcring and curtailment of certain employee benefit plans. Far discsnrinucd sprmtiotl~, airc g l~agk4  
gtsuitd frcrora public utility regulatory commission orders and the curcailmenr of certain ernpisycr h6$tgfig 
ptans. 



i f  E 14 7 A Quantitative and Qualitative Disclosures abcrlrs Matkct Risk 
The Company is exposed to the impact of inreresr rate and marker risks. l[n the nocma! cuuzsc ct%h~~msa, 
the Compa,ny employs established policies, procedurrs and inzernal processes to manage its crxpostttc-;o 
interest rare and market risks, The Company's objective in managing its interest sate tilk if to 1lmi.a  he 
itnpa~i of interest rate changes on earnings and cash flows and to Iower it$ averali bocs~wi~g cmrs. Tfi 
gehlcve these objectives, the Company maintains fixed rare debt on a majority of" its ba rmwin~~  an'4 
refinances debt when advantageous. In an effort to reduce interest rate xisk ELI issued fixed inreregt $&r 
5325 nillion, five-year senior unsecured notes in April 1999 that are guarmteed by rhe Cornpa~y~ n r t m g  
procceds from the issuance were used co repay outstanding borrowings under ELTS Boating rate ftzttzkc~dft 
faciliqt, The Company maintains a portfolio of investmems consisting of both eguir)r snd debt fimei34 
insuurnenrs, The Company's equity portfolio is primarily comprised crf investmen:nrs in camrnyr t f sd~~k  
companies. The Company's bond portfolio consists of government, corporate and mrmie;1pal fixtd-inc6gtje 
bcc&t.itieS, The Company does nor hold or issue derivative or 0 t h ~  firrandat insn~mz17;w f ~ r  traaia$ 
purposes. The Company purchases monthly gas futures contracrs to manage well-delhed cam&@ ,E"~ice 
flu~ruations, caused by weather and other unpredictable factors, associated wtxh the fJ~rnpa;z?-L 
co-lnrnitments to deliver natural gas to certain indusrriat customers at fixed prices, This derttkatitrr: f a a ~ c i ~ j  
lnsuument activity relates to the discontinued operations and is not macerid r; the Company% cansdid6ted 
fin;lnrial pasirion, results of operations or cash flo~vs. 

! 'I E M 8. Financial Statements and Supplementary Data 
The foflowing documents are filed as pan of this Rcpon: 

5 ,  Financial Statements, See Index on page F-1. 

2 ,  Supplementary Data, Quarterly Financial Data is included ir, t l t r  Finallcia1 Sntemeizts, ]see 1. ahycir: 

I T E M 9 .  Changes in and Disagreements with Acco~mnxants on Accounting and FinmdJ Disdnmat 
h h n c  

Part  111 

Thc Company intends to file with the Commission a definitive proq? rnxrmmt h r  the 3,080 Annaal 
hilceting of Stockholders pursuant to Regulation 14A not later than 120 days, after Dcscmfisf ?1,29!$9, The 
information called for by chis Part III is incorporated by reference to that proxy fitatcriltn~~ 

Part  IV 

r r E M 1 4 . Exhibits, Financial Statement Schedules and Repons on Farm it-K 

(a) The exhibits listed belom~ are £ded as part of this Report: 

Fshihrt No. Description -- 
3,200,1 Restated Certificate of Incorporation of Citizens 

to May 21, 1998, as restated July 2, 1998, 
3.200.2 By-laws of the Company, as amended to-date of Citizens Ucfliries Cornpnny; wwcth %EL 

amendments to May 20, 1999, (incorporated by reference to Exhibit. 3,206,2 ari dnr 
Registrant's Quarterly Report on Form 10-Q for the six rmXI~fis ended juac 30, %YY9* 
File No. 001-11001), 

4.1 00.1 Indenture of Securities, dated as of August 15, 1991, to Chcmical Bank, as T ~ w I ~ G ,  
(incorporated by reference ro Exhibit 4.100.1 to the Registrant's QaanerJy Rcpetr otr 
Form 10-Q for the nine nlonths ended September 30, 1991, File Haz QOJ~14OQlj' 

4,f 00.2, First Supplemental Indenture, dated August 14, 1991, tincorporared by refc:errr~ EQ 
E,.rhibir 4.100.2 to the Registrant's Quarterly Report an Form 10-Q for th: nmt =on(ira 
ended September 30: 19911 File NO. 001-11001). 



E&br No. 

4-100.3 
Dcscrignon 

Letrer of Representations, dated August 20, 1991, from Cirizcrrd tftiiitim Ci>i;l$sr;$ and 
Chemical Bank, as Trustee, to Depositor!, Trust Company (DWSC) for dr!jo~r~ f s I  g c ~ . ~ r i - m ~ . :  

with DTU, (incorporated by reference to Exhibit 4.100,3 to the Regiskrt"a.n:k Q:,lrn4t;e& 
Report on Farril 10-Q for the nine months ended September 30, 1991, 
File No. 0.31-11001). 

t .  Second Supplemental Indenture, dated January 1.5, 1992, to Chen~krt tbnk, as f~ ; tr t~e ,  
(incorporated by reference to Exhibit 4,100.4 to rtie Reglsrranrr's. Adnun1 Rsf~3cs r,Q 
Form 10-K for the year ended December 31, 1991, File No, 001- 110$j1i. 
Letter of Representations, dated January 29, 1992, from Citixcsrts titdrclc~ I : : t r~h?; i f s l  sad 
Chemical Bank, as Trustee, to DTC, for deposit of securities with DTC? (irnci;~wpr"~1".at~d f3-r 
reference to Exhibit. 4.100.5 to tlie Reg~strant's Annual ELeyrc,rt on Farrr, tcl-K i~i: ght: $?,*g 

ended December 31, 1991, File No. 001-11001). 
Third Supplemental Indenmre, dated April 15, 1994, to Cfremical Annk, ars "f ius t .~~ ,  
(incorporated by reference to Exhibit 4.100.6 to the Regristrant's Form 8s.K C:;u~trt;rf g,tpii:r 
filed July 5, 1994, File No. 001-11001). 
F o d  Supplemental Indenture, dated Ocrober 1, 1994, 'to Chemjcal Plank, a$ 'rrS:ii$re3 
(incoiporated by reference to Exhibit 4,100.7 to Registrantas Farm 8-E;: 611t-t-fma we pi^ 
filed January 3, 1995, File No. 001-1 1001). 
Fikh Supplemental Indenture, dated as of June 15, 1995, to Cl~erniczl Bank, aa ^f 's t l . : t~~ ,  
(incorporated by reference to Exhibit 4.1 00.8 to Registrant's Form 8-K Cmrimib Kapi~f* 
filed March 29, 1996, File No. 001-11001). 
Sixrh Suppleinenral Indenture, dated as of October 15, 1995, to Cllernica! Elark, ,rt 

Trustee, (incorporated by reference to Exhibit 4.100.9 to Registral~ct Porrrl 8-h; C::::la~ri.eat 
Report filed Mzrch 39, 1996, File No. 001-1 1001). 
Se~ench Supplemental Indenture, dated as of June 1, 1996, (inco~pc>ratcct tn)r rcaennr.e tt2 
W b i t  4.100.11 to the Registrant's Annual Report on Forrn 10-h' fur thc yc~t f  ~ R T I ~ E ~  
December 31, 1996, File No. 001-1 1001 ). 
Eighth Supplemental Indenture, dated as of December I, 19'96, (irreorparaecd ky sC$iji~gn,e 
to Exhibit 4.100.12 to the Registrant's Annual Report on Form 10-K For the yelair en$#%$ 
December 31, 1996, File No. 001-11001 1. 
lndenture dated as of January 15, 1996; between Citizens Uriliries C~mpanp  nnb Cjk$~niid;jik 

Bank, as indenture trustee (incorporated by reference to Exhibic 4.200,1 tb the %eg~d$$%'f;~rf~*s 
Form 8-K Current Report filed May 28, 1996, File No. 001-11001), 
First Supplemental lndenture dated as o j  January 15, 1996, between Cjc'rdcns t.lei%tri:n4 
Cornpan? and Chemical Bank, as indenture trustee, (incorparared by refere~~ec t ~ t  

Exhibit 4.200.2 to the P.egistranr's Form 8-K Current Report filcd h4ay 28, 19!!i, 
File No. 001-11001). 
j% Conrtefiible Subordinated Debenture due 2036, (contained as Exhibit k rcr 
Exhibit 4.200.2), (incorporated by reference to Exhibit 4,200.2 to the Regimartrk 
Form 6-hT Current Report filed May 28, 1996, File No. 001-1 IQQl), 
,*ended and Restated Declaration of Trust dared as of January IS, 2996, t4 Crsizttne 
Utilities Trust, (incorporated by reference to Exhibit 4.200,4 co the Regisfralrts B:~hr~tt 
Current Report filed May 28, 1996, Filc No. 001-11001). 
Convertible Preferred Security Cemfi care. (contained as Exhibic A-1 to Exhitri,t &32cl,Qr, 
ihtorporated by reference to E-uhibit 4.100.3 KO the Registrants Form 8.K G ~ ~ E F ~ R O  fi~rpcr:~~; 
iiied May 28, 1996, File No. 001 -1 100 1 i, 
, hended  and Rcaared Limiced Partnership -4greement dated as oi J a n u ~ ~  t 5 ,  i t y k i i b  t ) t  

Citizens Utilities Capital L.P., (incorporated by reference to Exhiblr 4,7,QQ,S 18 t & ~  

Registrant's Form 8-K Ctlrrent Report i1ii.d May 35, 1996, File Nu, 001.1 IBQtj. 
Partnership Preferred Security Certificate iconrained as Annex .4 ta ExNbir 4,20S,Eyi, 
(incorporated by reference co Exhibit 4.1UO.6 to the Regisnant's Forni 6-K Ct8:wrkz $;r;p*lgt 
filcd May 28, 1996, File No. 001-11001 





Exhibit No. 

10.24.3 
Description 

Farm af ELI's 6.05% Senior Unsecured Nclres due 2004, (incurpontcd by rrFet&:irrv! J14i 
Ehibir  19.24.3 of ELI'S Annual Report on Form 10-K for the p a r  trrilcd t~cf,ci!i%bs~ -33, 
1999, File No. 0-23393). 
Letter of Representations to the Depository 'Trust Camparsy darcd Aprd 28, i(49tE, wtxk 
respecr to ELI's 6.05% Senior Unsecured Notes due 2004, (incorporatrtd bI* ;efw~n;e 
&hibit 10.24.4 of ELI's Annual Report on Form 10.K for the year erkded 14csdnthf 3Ec 
1999, File No. 0-23393). 
Asset Purchase Agreements between Citizens Utilities Company nnd CT& %1~i*&l"~1tkhrt 
dated May 27 and September 21, 1999. 
Asset Purchase Agreements benveen Citizens Utilities Company and US %'c!;r 
Communications, Inc, dated June 16, 1999. 
Asset Puchase Agreements between Citizens Utiijdes Company a i d  ktlsric;lb &keg 
Works dated October 15, 1999. 
Computation of ratio of earnings to fixed charges (this item is includad hetcin tor  rka $txh 
purpose of incorporation by reference). 
Subsidiaries of the Registrant 
Auditors' Consent 
Powers of Attorney 
Financial Data Schedule 

Exhibits 10.6, 10.6.2, 10.16.1, 10.17, 10.18, 10.19, 10.20 and 10.21 arc managsmenr cqncPrkrrc$ of 
sompensatsrf plans or arrangements. 

The Company agrees to furnish to the Commission upon request copies of the Roalty and Cfasrcl &Iarsg~~a. 
dated as of &larch 1, 1965, made by Citizens Utilities Rural Company2 Inc,, to the Uni~eisFf 5tzrr~i a! A a t l r ~ , ~  
{the Rural tiiiliries Senrices and Rural Telephone Bank) and the Mortgage: Noras which tht ~ t l t i j a ~ a ~ ~  

secures; and h e  several subsequent supplemental Mortgages and Mortgage Tv'necs; copies-uf rhgrt~*getsy~tgass 
governing the long-term debt of Louisiana General Services, Inc.; copies of separscc t a s ~  :tgg~@m&s~$!r-~~x~! 
indentures governing various Industrial Development Revenue Bonds; copies of doitrsrnifkms ~*rijtti,ng E&% 

indebtedness of subsidiaries acquired during 1996, 1997 and 1998, and copies cbf the: crgd~r xg~erlrn~n: 
benveen Electric Lightwave, hc. and Citibanlc, N. A. dated November 21, 1997, Thc Cnmpaxky+iigrsG% us 
furnish ta the Commission upon request copies of schedules and exhibits ta irtms 10,25, 10tZ$ ~ard t(&T? 

Ibj Reports on Fonn 8-K: 
Titc Company filed on Form 8-K dated October IS, 1.999, under Item 5 "Orher Evogr;' 2nd Ires:: 7 
"Exhibits," a press release announcing that it had agreed to sell its water and wasrswater < ~ w e ~ x ~ l ~ n $  t i i  

therican P7ater Worh, Inc. 

The Company filed on Form 8-K dated November 10, 1999, under Item 7 "Exhibia," a pra$~, ~&!~aliii 

announcing financial results for third quarter ended Seprember 30, 1999 and operatit18 data 

The: Company filed on Form 8-K dated December 20, 1999, under Item 5 "Other Evenr.rl'' art;$ ?it~ht 7 

'"xhibits," a press release announcing a definitive agreement to purchase 106,850 r~laph(~nr age+$ fjrr,ttt 
irem GTE Corp. 
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~Ti7~~t91 ;  L;rll:~Ic~ Company and Subsidiar~cs 

tP iGFX T 3  CONSQL, IDF,TED F I N A N C I A L  S T A T E M E N T S  

! L ?  
Itxdrpendent Auditors' Report . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. ................ Cwiizrlidared balance sheets as of December 31, 1999, 1998 and 1997 
Cansobdated statements of income and comprehensive income for the years ended 

FSecernber 31,1999,1998 and 1997 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Cansnli&ctd statements of shareholders' equity for the years ended December 31,1999, 1998 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  afxd1997 
Ccx~faotidated statements of cash flows for the years ended December 31, 1999, 1998 

mdi987 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  %ores to consolidated financial statements 



INDEPENDENT A U D I T O R S '  R E P O R T  

Tue Board of Directors and Shzteholders 
Citizens i3tiE-n'es Company: 

We have avdired &e ivcompanybg consolidated balance sheers of Citizens Wtfiiries Cqrnpgay god 
subddiarja as of December 31,1999,1998 and 1997, and the relared c o n s ~ l i d ~ t ~ d  sttlteincnch b f 3 i e i s ~  
and comprehensive income, shareholders' equity and cash flows for the yws then srthd, %a 
' coasoiidated financial statements are the responsibility of the Cornpay's management. Oud tespnolihtliry 
iz: m express an opinion, on these consolidated financial statements based on ottr audits, 

We conducted ourau6b in accordance with generaUy accepted audicing standards. %osesean$ar$s teqrxktdk 
&at we plan and pen'osm she audit to obtain reasonable assurance about whcrher the finnnig! sat*n 
arc free of material mirsratement. An audit includes examining, on r rest basis, n i d e n c ~  r u p p o ~ h ~  tht 
amours and disclosures in rhe financial statements. Pa audit also includcs assess&g sb ~tr; t~uq~~#g 
prhciples used and significant estimates made by management, as well ae evaluating rbe nvcrali &n%a@ef 
statement pxaentacion. We believe that our audits provide a reasonable basis for our npi~icrn, 

In our opinioa,rhc consolidated Olancial statements referred to above present fairly, in all matrsi~l r r s @ ~ ~ s ~  
Ihe financial position of Citizens Utilities Company and subsidia~ies as of Derrn~ber 311 1939, f'I1Pl'-&pd 
1997, and die- results of their operations and their cash flows for the years then endcd in conf~zrniry with 
generally accepted accounting principles. 

A5 discussed in Note 1(m) to the consolidated financial statements, the Comparly chaag~d ik mefhtad i f  
aaounring in 1998 ro adopt the provisions of the American Institute of Certified Public Aafi~ar~ieat~w 
Statement of Position (ATCPA SOP) 98-1 "Accounting for the Costs of Compuser Soh.itrc 4wdt:d m- 
Obtained for Internal Use" and AiCPA SOP 98-5 "Reporting on the Costs of Scarr-u~ Activi.uinr:+.'* 

NEW k'ork, New York 
&kit.rIr 14,2600 



f b M % ~ L ; D A T E O  B A L A N C E  S H E E T S  
@@.%,4u' 32, 1999, 1.498 and 1997 

Cark . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 37,142, S 31,922 S 

0 t h  .rtr . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
LRSS dlovrance for doubtful accounts . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . .  Marerials and supplies 
. . . . . . . . . . . . . . . . . . . . . . . . . .  Other cufrent assets 

Tmal current assets . . . . . . . . . . . . . . . . . . . . . . . . .  308,624 
Pmprq, plant and equipment . . . . . . . . . . . . . . . . . . . .  4,458,654 
1-s accumulated depreciation . . . . . . . . . . . . . . . . . , . .  1,569,936 

lnvcsrrsl~nts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $9I13S6 
Rcgulatary users . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 841942 
Refctxed debits and other assets . . . . . . . . . . . . . . . . . . .  141,661 
Ali$ets of discondnued operations . . . . . . . . . . . . . . . . . .  1,656,412 

J,iabllirics and Shareholders' Equity 

%hen-?arm debt. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . .  187,984 
Income rams accrued . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . .  ~:l~t \ f : r  taxes accrued 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  i ~ ~ r ~ r s t  accrued 

. . . . . . . . . . . . . . . . . . . . . . . . . .  f~ueramess' deposits 
. . . . . . . . . . . . . . . . . . . . . . . .  Other current Ua MISties 

Total curcenr liabilities . . . . . . . . . . . . . . . . . . . . .  467,012 

Cbefcured incame raxes . . . . . . . . . . . . . . . . . . . . . . . . . .  460,208 
Cusr~rncr advances for construction. . . . . . . . . . . . . . . . .  172,067 

. . . . . . . . . . . . . . . . .  Brtf-r-ired credits and ocher liabilities 
. . . . . . . . . . . . . . . .  C~nrrikutiws in aid of construction 

Rtgar!arory liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . .  

53innrir). intercsr in subsidiary . . . . . . . . . . . . . . . . . . . .  
C~nrpsny obligated naandatorily redeemable 

crinvertihlc preferred securities* . . . . . . . . . . . . . . . . . .  201,250 
Sbreiztzldcrs' equity . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,919,935 

Tosf liabilities and shareholders' equity . . . . . . . . .  $5,771,745 
" Wcprcscnr. sciur~ries of a subsidiary trust, the sole assets of whch are securities of a subsidia 

rcws ai  v,*hlck are convertible debcnmes of the Company. 

Prr: amompitsying Notes are an integral part of these Consolidated Financial Statements, 





Sf.lazns Wliirtics G~mpany and Subsidiaries 

C i i f u ' S O L I D A T E D  S T A T E M E N T S  O F  S H A R E H O L D E R S '  E Q i j i T Y  
For thg. Y5e.s S2ndtd Dcccnlber 31, 1999, 1998 and 1997 

Common Additional 
~5 ttr rheuraads, Stock Paid-In 
~ & f n , ~ ~ e r ; ~ s h y  amounts) (6.25) Capital 

Biirlanc!: January 1, 1997 . . . . . . . .  659,788 $1,381,341 $ 244,066 
iicquisitinns . . . . . . . . . . . . . . .  604 2,736 

. . . . . .  Camman srnck buybacks (1,226) (47,326) 
Stack plans, . . . . . . . . . . . . . . .  188 6,380 
Stuck issuances to fund EPPICS 
dividends . . . . . . . . . . . . . . . .  24 7 10,175 

. . . . . . . . . . . . . . .  Nix income 
Other cumprehcnsive income, net 
of tax and reclassification 
adiustmcnt . . . . . . . . . . . . . . .  
Stock dividends in shares of 

Ccrmmon Srock . . . . . . . . . . . .  3,148 127,119 (130,267) -- 
Ralartcr: December 31, 1997. . . . . .  $62,749 $1,480,425 $ 132,217 5 3,@0 

. . . . . . . . . . . . . . .  Acquisitions 133 2,150 
Ccjmmun stock buybacks . . . . . .  (453) (14,370) 
Stock plans, . . . . . . . . . . . . . . .  171 5,935 
Stack issuances to fund EPPICS 

dividends . . . . . . . . . . . . . . . .  273 9,789 
k c  income . . . . . . . . . . . . . . .  
0th~ comprehensive income, net 
of em and reclassification 
xdtrrsrnrent . . . . . . . . . . . . . . .  

St,uck dividends in shares of 
Common Stock . . . . . . . . . . . .  1,914 70,259 ,(?2,173) 

Balance December 31,1998. . . . . .  $64,787 51,5541188 $ 11alfJ4 
. . . . . .  Camman stock buybacks (1.571 16,4683 

Scock plans. . . . . . . . . . . . . . . .  63 8 20,475 
Srock issuances to fund EPPICS 

dividends . . . . , . . . . . . . . . . .  25 1 9,70 8 
Net income . . . . . . . . . . . . . . .  
Ocher comprehensive loss, net of 
rax benefit and reclassification 
adjustment . . . . . . . . . . . . . . .  

Balance December 31, 1999. . . . . .  $65,519 $1,577,903 $ 261,596 

Thc accompanying Notes are an integral part of these Consolidated Flnalzdat StatfmmtsL 

F-5 



C O N S O t l D A T E O  STATEtd f -NTS OF C A S H  F C O V L ~ S  
Fa: &e Ears Ended Dccrmher 31, 1999, 1998 and 1997 

iS %i Qousands) 

Net cash provided by conrtnukg operating activities . , . 
Cash, flows used for invesdng activities: 
Secuskies named . . . . . . . . . . . . . . . . . . . . . . . . . . .  
S~miries sold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
5~~urir3ers purchased. . . . . . . . . . . . . . . . . . . . . . . . . .  
Consvurtan expendimes . . . . . . . . . . . . . . . . . . . . .  
Business scquisitions . . . . . . . . . . . . . . . . . . . . . . . . .  
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . a d . . 8  

Cash flows from Emancing activities: 
Lmg-term debt borrowings . . . . . . . . . . . . . . . . . . . .  
Issuance of common stock . . . . . . . . . . . . . . . . . . . . .  
Issuance oi subsidiary srock . . . . . . . . . . . . . . . . . . . .  
Short-rem debr borrowings (repayments) . . . . . . . . . . .  
Cornon  stock buyhacks to fund stock dividends . . . . .  
1,~ngcttrn debt principd payments . . . . . . . . . . . . . . .  
Ozher . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Calsh used for discontinued operations . . . . . . . . . . . . .  

T);c 3;;ccrmpanying Notes are an integral part of these Consolidated Financial Statements, 





Qtnolrs tltilnrrr Company and Subsidlzries 

NOTES ' i O  C O I ' J S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S  

i l )  Summary of Significant Accounting Policies: 

{a) 13esuiption of Business: 
The Company provides both regulated and compedtive cornrnunicatious services to residedal, business 
and wholcsale customers through subsidiaries and Electric Lightwave, Inc. (ELI]. ELI is a hcikides baed 
integrated conmunications provider providing a broad range of communiarionr, sera*ices tku~ghttut tbo 
Uehcd Stat%. The Company is not dependent upon any single ge~gaphic  area or sbg1e customer for ?:s 
tCt'enUeS. 

ln M n y  Z998, the Company announced its plans to separate its communit:iztioos businesses axid pubfie 
arvkes businesses into two stand-alone publicly traded companies, The Company discon~inucri if,$ 
scpdrntion plans when opportunities became available in 1999 to acquire. teUecommuzGcatio~~ prapcwtie,~, 
D~iring 1399, che Company announced that it had entered into various agreements to purchase 
appmxin~arely 91 1,000 telephone access lines from GTE Corp. (GTE] and t7$ Vest Cammunimticjns, lag;. 
:IfS %esr] for approximately $2,821,000,000 in cash. In August 1,499, the Company's Board of I3ire~1rs,.: 
approved a plan of divestiture by sale for the Company's public services properriea, ~rhich indnde 
efetrcic and water and wastewater businesses. 

Oa October IS, 1999, the Company announced that it had ageed to sdl its water and WQP~GF'~-stet 
opcrittrons io American Water Works, Inc. for an aggtegare purchase 11rice of SS35,fXQZI,GlOO, The 
transaction is expected to close in 2000 following regulatory approvals, 

Qn Flzhruary 15,2000, the Company announced rhat it had agreed to sell its electric rrtiliry npemtie>ns& Tile 
i\.rizona and Vermont electric divisions will be sold ta Cap Rock Energy C ~ r p .  and tlte Kauai ff-fttw&il 
eItctric division will be sold to Kauai Island Electric Co-op for an aggregate purchase price au' 
%S,25,0f30,000. The transactions are expected to close in 2000 following regjulatory gj~ptaurb~ 

Tht G s ~ ~ p a n y  expects to temporarily fund these telephone access line- purchases with cnsh knd iavestmcnc 
hrrjaaccs w?d proceeds from commercial paper issuances, backed by comnnitred bank credit farilities. 
Pcrnlanent funding is expected to be from cash and investment balances and thc proeet?ds f r ~ m  rhcs 
drvcscirurc of the Company's public services businesses. 

{b) Principles of Consolidation and Use of Estimates: 
The consolidated financial statements have been prepared in accordance with gonerall? ncecgtcd accctuntiap 
principles and include the accounts of Citizens Utilities Company and its subsidlarim, Cwni<h 
reclassifications of balances previously reported have been made to conform ra c u r m t  prc8cfitatintl. 

Ti\e preparation of financial statements in conformity with generally acccpred acc-mrrdng prhctpJ~s 
requires nanagemenc to make estimates and assumptions that affecr the rcpcned amowis of ;issets ;~nrt 
l~abilit-ics at dle date of the financial statements and the reported amounts of revcnucs aitd cwsa during 
the reporting period. Actual results could differ from those estimates. 

(c) Rrvcnues: 
I'ke Campang records revenues when services are provided. Certain cornmunimtions ;cvereurs 
esrlmatcd under cast separation procedures thar base revenues on current operating costg 2nd inw* b ~ t m c ~ t ~  

in i;tcjliiies ro provide such services. 

Id) Canstruction Cos~s and Mair~tenance Expense: 
Propertyrr)., plant and equipment are stared at original cost, including genera1 overhead. a ~ l d  arr a l E ~ \ ~ ~ n ~ e f ~ r  
funds uscd during construction (AFUDC) for regulated businesses and capitalired inrermr br *~a~g;lrred 
trusinc-sseh, Maintenance and repairs are charged to aperating expenses as incurred. 



Citiitcns Utilities Company and Subridiarits 

N O T E S  TO C O N S O L I D A T E D  F I N A N C r A L  ST;TEMEt.1'T.S-[Canirnued) 

. m C  represents the borrowing cosrs and a return on conman equiry nf hmds used ta f~x:&t?e 

eonstruccian of regulated assets. MUDC is capira5zsd as a component of additions 1.0 prbye:r:*., pixrtt 
equipment and is credited co kcomc. AFUDC does nac rcprerjent currulr cash car~iag3j ~I:JWBVG& ii&$i%$ 
established regulatory rate-making practices, after rhe related p!asl'i is placed iri service, the Gi3riytpa~ty :s 
permitted to include in the rates charged for regulated services a fair return an and dcptcciairoaa .~rri s t a b  
,WtDC included in plane i? service. The amount of iLFLDC relating to equiq is included in orBe~ifi~e,me, 
net {$2,547,000, $2,700,000 and $4,566,000 for 1499, 1998 and 15\97, respccsivelyl and uhi: ,:~tr5aft4 
relating ro borrowings is included as a reduction ai interat e.xpea,se ($2,330,000, Zr1,72R.tQi3Q n~;fci 

51,1225000 for 1999, 1998 and 1997, respectively). The book rilue, net usf salvage, nf rotlrifir puop%te$ 
p h t  and egaipment dispositions is charged against accumulated depreciation fo i  re&&tttd Bpsrri&B%, 

CapimXized interesi for unregulated construction acdvi.lies credited to intem~t expen41: aeht.td gn %Lf$ 
saipitd e+qcndimre program amounted to $8,681,000, S10,444,000 and $4,693,000 for 1999, hBBa %si& 
1937, respectively. 

{el Depreciation Expense: 
Depreciation expense, ralculased using the suaighr-line merhod, is based upon the csrin3atd servae Snn 
rarious dasifimtions of property, plant and equipment and represents appmsirnatcig ?36 ,6% R"i. k ~ r  
7999, 1998 and 1997, respectively, of the gross depreciable prc>perty, plant arid cq\:iptn~fi:nt, 

Regutawry Assets and Liabilities: 
The Campany's regulated operations are subject to the provisions of Statement of Finanrrd t$tr;f>k2~ft%t?g 
Srandasds (SFAS) f30, 71, "Accounting for the Effects, of Ce-=in Tpes of Rcgulatiap," $FA5 "71 requgru 
;qplzrred entities to record re,dzlatory assets and iiabilrries as a result of actions ai regulatscs, 

The Conyanp conrinuously monitors the applicabdin. of SFAS 71 to irs regdated opcwtiana $!:A$ TI 
ax some fatutc date, bedeemed inapplicable due to changes in the regulatory and cumpe~iriuez gnvtstiwmqu;$+ 
itndi:ux a decision by the Company to accelerate deplu-)ment of new cechaology. If tht: Cornpa~y w~ciz re 
dimnrinuc  he application of SF.45 71 to one or more of its regulated operations, thc Coo~par%y ~ v t m k ,  be 
requixed ro write off its regulatory assets and regularor). liabiiiacs and would be required r;a t ~ d p s  
ran":ing amaunt of any other assets, including property, plant and equipment, that would %K diomad 
recn~erable related to those operations. The Company believes its regulated aperations candrtrrt: w ri40qg &a 
zhtetia £or SFAS 71 and that the carrying value of ia regulated property, plant and cquipr.crcnr: L$ :egqt~gfg%i~ 

in accordance with esrablished rate-making practices. 

{gj Snp&mmt of Larmg-Lived Assets and Long-Lived Assets to Be Disposed Qf: 
2 % ~  Company ~wiews long-lived assets and certain identifiable inrangibles for impairmerzr. ~ t w + q ~ i e ~  ec,aas 
or changes in kc:~mstmces indicate that the carrying amount of an asset rmy no$ tzc I T N E ~ * J B ~ ~ $ J ~ ,  
Rtcorttrabilit); of assets to be held and used is measured by a comparison of the carrying .amsuxlt izf 3~ & y ~  
;o Miare net cash flows expexed to be generated by the asset. Lf such assets are csmidtr~c;?, ao k tmp;r;fqiL 
shrimpaimeat is measured by the amount by which the carrying amount of she assbrs rxccccf ths  tar^ Y~F$$G 
During thc f o ~ ~  quarrer of 1999, the Company determined rhac certain 1a~gliiu~'O aisees in :kc 
Cammlrnicatihzns sector were impaired. PLS a result, the Company recorded $35,13t;,OUO of pre-ssi i'rEaqgg4 

as part of orher operating expenses, including appro~mately S15,369,000 refared to ;a dedsitrsi ~n,a&~ by 
management ro discontinue deveIopment of certain operational spiems and approxt8qsrrly 
$20,767,000 related to certain regulatory assets deemed co be no longer r~covrrablr, , 

(h] hvesments and Shor-r-Tern Debt: 
Invcstmenrs include high credit quality, short- and intermediate-term fixed-income S E ~ T M P ~ T ~ ~ ~  ipq:3tqr;f~ 
$tar  and municipal debt obligations) and equiv securities. The Company dassiik rrg j.ti;eameftg* ;a* 
purchase as atztailable-for-sale or heId-to-maturit).. The Company does nor rnaicrain a wading 2~*$ t f~x i l iCr~  



friizzns Un!rrrcs Campany and Subs~diarles 

: * i b Y E S  T D  C 3 M S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S - ( C D ~ . ; , ~ . , P ~ )  

Secixifies classlfied as available-for-sale are carried at  escimzred fair market =itme. These scetxxtns WE $%id 
for an indefrnlie period of time, but mighr. be sold in che i u ~ u e  as changes in marker candrzions aremnaax 
iactora occur. Net aggregate unrealized gains and losses relared to such seil3tlririesz net s fmxs ,  are c=$ddt.& 
as ix separate component of shareholders' equity. Held-to-maturiq- securities represented &se W~ZLFX Z ~ E  

Company had the ability and intent co hold to maturiq- md were ~ r r i e l d  ac arnmrci~d gosh s J j ~ a ~ d  IB~ 
amortization of grcmiums/discounts and accretion aver the period to matrsriq* Inretesr3 riit'idecds and g ~ ~ s  
and losses realized on sales of securities are reported in Invesm~enr inccme, 

The Company evaluates its investments periodically to determine whethc:r aaag deciCthe in h i  calrte, 
thc amordzed cosr basis, is other than temporary If the Company deterrriioes &ah a del~ne;  ill Ed Qaltte iii 
other than temporary, the cost basis of the individual investment is wtitten dava :a hifir rxlue &%i& 

becomes :he ilew con basis. The amount of the write down is included in earnings as a ion, 

Canli-r~cscial paper notes payabie is classified as long-term debt when it ts in tend~d ta be :cfinanced wrtB 
lung-term debt securities. In 1998, short-term debt represented commerciz~t p a p r  aoeep p$yxbk 3 IQi were 
repard In January 1999 with the proceeds from the sale of the Cornpimyus invcszment ia Gsl;tcfi~$d 
Ccllular Gorp. (Centennial) (see Note 5).  

iij Income Taxes, Deferred Income Taxes and Xnvesment Tax Credits: 
T"he Company and its subsidiaries are included in a consolidand federst- incomet tax* reengri, Pkte C=.QITJ~&~ 
utilizes the asset and liability method of accounting for income taxes. Under the asscr ond ffabiixr.: maht~~Ii, 
dcferred income taxes are recorded for the tax effect of temporary diifftrencrls ~ ~ F M Z ~ B  the: € rn~n~ ia% 
statement and the tax bases of assets and liabilities using ?ax rates expeaed to be ift rfiect whew 1 % ~  

remporary differences are expected to turn around. Regulatory assets arrcl liab$id~s Sg,zt$- fii'! tfi4;:k4ib3e 
incnnle tax benefits previously flowed through to customers and from rha aiIow,zaee fa: ibmds d8zd d~zrwg 
conscrucdon, the effects of tax law changes and the tax benefit associated .tvi~ta um@i,~rt%~ircd detet~d 
investment tax credits. These regulatory assets arid liabilities represen-r the prsbatrlc net ir--r 16 ease tn seveau15 
thar will be reflecred through f u m e  ratemaking proceedings. Thc h~c*escmenr b x  czcJs~s tr,i&mg :st 
regulated operations, as defined by applicable regufatofy authorities, fieus: k e n  d&feste& sni-5- 224 k ~ ~ g  
arnorrized to Lncome over the Ilves of the related properrres. 

(j) Employee Stock Plans: 
The Company has various employee stock-based compensation plans, Aioivcfs unda the= p k w  a r~grg~~g t~d  
to eligible officers, management employees and non-management exempt atnd nct:l+rxzzxpt cmp!~p*s. 
Awards may be made in the form of incentive stock options, non-qualified srwk ~pdbnr~&~t~)i;'k: &pptgcfilp~i~u& 
rigl~rs, restricted stock or other stock based awards. The Cornpsrry ncopizes ecrsmpcnsstian atpent4 ~ r s ,  thr 
fi~~a;tcia) statements only if the market price of the underlying stoik cxccsds &e cxcrcisa pri~:.an the darc QE 
grant. The Company provides pro forma net income and pro forma xttt inrkrxne pcr wowwss shxm 
disclosures for employee stock option grants made in 1995 and flst~ro yeaa based on shs $air ~.nira& ul  rlxg 
opcions at the date of grant (see Note 10). Fair value of options granted is tanrputed asing~he Bisck Sch~tt:5 
cjprion pricing model. 

(k) Non Operating Gain on Subsidiary Stock and M i n o r i ~  Interen: 
On November 24, 1997, ELI completed an initial public offering tIPlO) nl' S,DUfr,&)OO %kates I ~ E  its CFass 2% 
Common Stock. The Company's policy is to account for salts oi subsizlirtry stuck as in,trsme sragzne;P;: 
transactions and as a result, in 1997, the Company recorded a prc-tax non operdtinggaln o l i ~ p ~ r t ~ z i ; ~ ~ ~ c l ~  
$78,700,000 resulting from this transaction and continues :o constrjldittc ELI, The fkz~zpa* zztains 
approximately 58% of the voting interest and approximately 82% crf thc ~c~;zomtc twrieabtr rfi 

bfinont)i lnterest represents the minority's share of ELI'S loss b e f ~ i ~  intc~m:: :a befiefit as of ?3z~?n:kr 2 
1999. The Company viill be able to record minoriry intercst incomc only to tits +xtctlz ~i ihr s ~ s n t ~ t i ?  
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K O T Z S  TCI C O N F O L i O A T E D  F I N A N C I A L  5 T ~ T E M E ~ T 5 - ( C o n : t r , b e d j  

inrcrex. 5 EL1: betomes profitable, its earnings will be recognized in full by the Campmy unrn!, i h e a  $ t $ ~  

Campany recognized in excess of its economic ownershr:, percentage are recovered, M e r  such rck~wtsp~ ;he 
Compafiy xiii recard minoriq interest expense on che cunsolidated siatemznr of i~fcrsrne and G Q ~ ~ ~ T ~ ~ P R C M ~ S Z  
incone rnil wiU again record rninoriry interest on its balance sheer. 

il:! Ncr &come Pa: Common Share: 
Basic net income per common share is computed using the weigfitecl average numbat of ~~11rxft3a s h ~ x c ~  
butstanding during the period being reported on. Diluced net income per common shut rc%t~tz Ph-., 
porentiai &lntion &at could occur if securities or other contracts to issu:: comrnon stvck were axercrwl ti$ 
:an.vesed into c a m o r ,  stock a t  the beginning of the period being reported on, Both Basic z i ~ l  %Iutes"l m$ 
inmzie. per common share calculations for 1997 are presented wit11 adjlusunents for sribsavpcnc c ~ z k  
db~idexir. There were no stack dividends declared in 1999 (see Note 14). 

imi Changes in Aacconnring Principles: 
& hki'fx 1948, the Xccoundng Standards Execurive Cornrnittee of the BSCPA rrltzastld State,~mcirft cti 
Pnsinm (SBFj 9S-1, "-4ccounting for the Cons of Compurer Software Developed or Obtained lcrr' lutcrilgf 
Use,' 5QP 98-1 requires &a: certain costs for the development or purchase of internal-usc acti;ttve~til ta 
apx~aE~ixiand amortized over che estimated useful life of the sofnvare and cosrs for chr prclimiurar) pf ' cT t~ ; r  

sragt~ -and the post-implementatiodoperations stage of an internal-u!;c campurer b~fwa~e cjtv,vglc,~~m~&r 
proie.cr beexpensed as incurred. Capitalized sofnvare cosrs included in consrrucdon work in pcrfp~53 g~fject  
cc~stsforincemdly developed and purchased software. The impact of h e  early adoption of SCYP 9bl.  we$ to 
capitalize approximately 56,100,000 in 1998 that would have been expensed hid the Co~xparry nfit sat& 
adoprcd SClP 98-1, 

En A p d  1998, rbe Accounting Standards Executive Comnli ttee of the MCPA released 5QP 9Fi-iT, *'Rd:pc~pr;~n$ 
on ~jlt: Costs of Start-up Activities." SOP 96-5 requises that the unamortized portion of drfrrrcrd %$3tFr hp 
casts 6:: wirten ofi a n d  reponed as a change in accounting principle. Future costs c;ii ~ ~ ' ~ r l ; - t i j ~ (  ' I FCT:~V~T I~~  

&;~~nlrld &en be expensed as incurred. Ceitain third parry direct costs incurred by ELI in ccv~rrccitn~r w t b  
negaainiitxg and securing inirial rights-of-way and developing network design for new mrlckci: i:ie>cx,sgrr ap 
ltxziri~ns had been capitalized by ELI in previous years and were being amortlzeif over five ysagk+ Tt~e 
Corr,pr)- clecred to early adopt SOP 98-5 effective January 1,1998. The net book value of ~ f Y r i a ~  dg(eFi+gq 
ameurtts was $3,394,0&0 which has been reported as a cumulative effect of acbange in rtci.surrcirr,rg prrnchglr. 
ifi the z2ccrnclns af income and comprehensive income for rhe year ended December 31, 1998, acvgt ~ f g  
ingome tax benefit af $577,000 and the related rninor~ty interest of $483,000. 

r2) kupwt)', Pfaat and Equipment: 
Tbt caaponenrs of property, plant and equipment at December 31,1999,1998 and 3.99"iarc as b'sUuw! 

1999 19% 19Yf 
----I- *- ---.fir, mr+, ",. 

($ s) tbc,usntider 
Td9.nbsmc outside plant . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,244,808 $2,067,566 $1 9&3,$%:' 
3kiephclr.e ce~zraf office equipment . . . . . . . . . . . . . . . . . .  1,272,647 1,076,030 9"P9,8?iJ 
brkxraation sysrcms and other administrative assets. . . . . . .  619,865 .SO!,S7tr 27-3 tB@ 

. . . . . . . . . . . . . . . . . . . . .  C~ns~tt;ctian ~ ~ n i k  in progress 286,836 372,248 3 54,38$ 

$ 3 ~  34agcr~ and Acquisitions: 
0 3  Xia? 27: Septcrnber 21, and December 16, 1999, rhc Company announced that i t  had enscr3cf: Itrti; . * . .  
Gc:"i:n;;:ye agrecacnts co purchase from GTE approsunately 366,000 telephone access t i n s  [$t; t>! 



R B T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S - ( C a n i i n u e d )  

Deccnllser 31, 1999) in Arizona, California, Illinois, Minnesota and Nebraska £or zppgnxi.mga3y 
$1,171,000,000 in cash. The Company expects that these acquisitions, which are subjece-rta 'i'h6ods sm:e 
n d  federal regularory approvals, will begin closing in the third quarter 22000. 

fjrt June 16, 1999, the Company announced that it had entered into a series of definitive ztgreements :D 
purchase from US West approximately 545,000 telephone access lines (as of Decem'bcr 31, 19991 ,;a 
.Arizona, Cojorado, Idaho, Iowa, Minnesota, Montana, Nebraska, North Dakar3 .and Wy~mkg h'sr- 
approxixnately $1,650,000,000 in cash. The Company expects that these acquisitiorrs, which we mbjczr- t ~ r  
variaos srare and federal regulatory approvals, will occur on a state-by-state basis; and %-ill begirt cfnsing iw 
rllr r!xird quarrer 2000. 

In S a ~ s r n b e r  3 998, the Company acquired all of the stock of Rhinelander Tekwmmunx'c~r;i~~n~ kt iR%k 
far ap~ox~rna te Iy  $8 4,000,000 in cash. RTI is a diversified relecommunic.atiorrs ccompaa? engaged ,rfk 
providing local exchange, long distance, Internet access, wireless and cable idevision s&~iicts to rard 
markets in Visconsin, This transaction was accounted for using the purchase mcrhod ~iaccouaGn~and the 
results of operations of RTI have been included in the accompanying financial sratcmcnrs from cbe datg at' 
acquisition. 

In Dere~nber 1997, the Company acquired Ogden Telephone Company {Ogdenj in s stwk for SBCX: 
transaction. In 1997, the Company issued 2,308,262 shares of Commori Stock raceffe~tthe merget; ifi k99gu 
288,554 additional shares of the Company's Common Stock were issued in cormecticyn with &b 
rransactian. Ogden was an independent telephone operating company providing serdses tcr resid~nsia£ 2nd 
cammcrcial customers in Monroe County, New York. This transaction tvas a~co l ;u l~d  $at t t ~ i ~ g  thepooliag 
of inrerests method of accounting and the results of operations of Ogdcn have bea 3x1thdeb i~ &a 
s~compan~ing  consolidated financial statements since the beginning of rhc 19!57 ye= 

Bicvenucs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $S,tiO,QQO 
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . . . . .  $ s"6+80ff 

Basjc ner income per common share . . . . . . . . . . . . . . . . . . . .  , , .. $ ,22 
Diluted net income per common share . . . . . . . . . . . . . . . . . . . . . . .  S ,251 

dirsnnrinued operation. Discontinued operations in the 
comprehensive income reflect the results of operations of the 
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N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S - ( C o n t l n v e d )  

On October 18, 1999, the Company announced that it had agreed ro scll its w r c r  and %s*tti;ts%kb&:ra 
operations to  American Water Works, Inc. for an aggregate purchase pice $$35,8CR,066. 2% 
transaction is expected to close in 2000 following regulatory approvats, 

On February 15,2000, the Company announced that it had agreed to sell its electsic utility ager,actr$.nr, t'be 
Arizona and Vermont electric divisions will be sold to Cap Rock Energy Carp, and the Ksusi (T.l~q,s-&i& 

s efetvic division will be sold to Kauai Island Electr~c Co-op for an aggregth: pu~t'use 9r1& at 
5435,000,000, The transactions are expected to close 111 2000 following reguhtorp apprwab  

Summarized financial information for the discontinued operations is set foxrh b.-tasv: 

1999 --- 1498 -----r;.LUuw3i 

15 in thnussr~cJ~! 
Cyrrent assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 109,250 $ 107,4~7Y 
Net property, plant and equipment . . . . . . . . . . . . . . .  1,459,95 8 1,343,526 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  87,20ft 6- ---- 
Total assers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,656,414 $1, $1 1 048 k.-~-A*%v,* 
Current Iiabilities . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 18,Q40 $ 17i13!l 
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . .  133,817 124,908 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Other liabilities 158342 i__u,nnn,+, 126,24,3 
Total liabilities.. . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 310126'9 $ 26S,286 - , '  L-*3*icX 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Revenues $ 613,216 $ tiU,'4,Sli/c 
. . . . . . . . . . . . . . . . . . . . . . . . . .  Operating income 82,179 96,525 

hcome taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,230 1 S,3BES . * t~erincome . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 27,359 $ 36,128 

(3 )  Investments: 
TIrc components of investrnenzs at December 3 1, 1999, 1998 and 1997 are as hflntwsc 

1999 -- 199G 
--x*-,1F-*IuI 

(Si tn thoti$addqr 

Srate and municipal securities . . . . . . . . . . . . . . . . . . . . . .  $233,021 $141 ,f B?, 
Centenid Preferred Sec~xity . . . . . . . . . . . . . . . . . . . . . . .  - 207,67P 
iLliuketable equity secmides . . . . . . . . . . . . . . . . . . . . . . .  243,591 1$3,66'1 
Joint Venture with subsidiary of Century . . . . . . . . . . . . . .  -.,- 49,5S5 
Other fixed income securities . . . . . . . . . . . . . . . . . . . . . .  114,77111_ -A*~A 2114 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  foral $59 1,3i $464 146 --- = ; i : ~ s h w s  

ln January 1999, Centennial was merged with CCW Acquisition Corp,, a campa-ny crr~@i,~'tized xr a;hc 
dircccion of Welsh, Carson, Anderson & Stowe. The Company was a holder oE 1,982,294 drag3 $4 
Centennial CIass I? Common Stock. In addition, as a holder of 102,187 shares o$Mar;tdartrf:i1y 14et[cqa~abi& 
Convertible Preferred Stock of Centennial, the Company was required to convert rile px~fcncd sskras" !tn~u 
approximately 2,972,000 shares of Class B Common Stock. The Corapanjl receiver1 appr~%irri~rplp 
$205,601),000 in cash for all of its Common Stock interests and approximately $'17,30D,('$00 ~d;lte~! g v  + 

accrued dividends on the preferred stock. The Company realized and rcperrcd 3 preqcax, wtsr $4 
appraxfmatcly $69,500,000 in the first quarter 1999 in Investment income. 
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M O T E S  TQ C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S - u ( C o n t i n u e d I  

On October 1, 1999, Adelphia Communication Corp. (Adelphia) wzs merged t%+ch t;Jmrwf 
Communications Corp, (Century). 'The Company owned 1,807,095 shares of Century Clssr A Camfao~ 
Stwk. Pursuant to this merger agreement, Century Class A Cornmoll shares ex~bianged ,ifor 
S1O1SJ2,000 in cash and 1,206,705 shares of Adelphia Class A Common Stock (far il rota1 mntker ~%hebI" 
$79,600,050 based on Adelphia's October I, 1999 closing price of $57.00). The Campsay rearied and 
reported a pre-tax gain of approximately $67,600,000 in the fourth quarter of 1999 in Invesment ixi~o&t%~, 

-4 subsidiary of the Company, in a joint venture with a subsidiary of CenmyI owned aad opefated low 
cnble relet~isian systems in southern California serving over 90,000 basic subscribers, In July 19%~ the 
Cnmpasty entered inlo a separate agreement with Adelphia to sell its interest in tht: joinr: vcnmrei ~ " u . I ~ u ' ~ E  
to this agreemenr on October 1, 1999, the Company received approximateiy $2737CT0,U0fl in cash a$ 
1,852,302 shares of Adelphia Class A Common Stock (for a total maxket value of $133,38037,0BQ b%l;ad i3n 

hdelpiiia's October 1, 1999 closing price of $57.00). The Company realizeti and reparred a pre-t-ex ~f 
approximately $83,900,000 in the fourth quarter of 1999 in Investment income. Dt~riag 1499, rhet. 
Company reclassified the cost related to the Company's joint ventuse with a subsidiav of Ceattrry from' 
other assets to investments. Prior year presentations have been restated to conform mta the carreat !-cat 
presenration. 

The Chairman and Chief Executive Officer of the Company was also Chairman and ChkfExecuti~e Offica 
of Century prior to its merger with Adelphia. Centennial was a subsidiwy of Ccntuq- uuntik if tv;;\~ &&d, 

The following summarizes the amortized cost, gross unrealized hcldiag gains and Posses aad fair maitiklr 
vnlue for investments. 

-4s of December 31, 1999 -.. . . . . . . . . . . . . . . . . . . . . . .  ~va~ble- or-sale 
As of December 31, 1998 -- 
Meld-To-Maturity . . . . . . . . . . . . . . . . . . . . . .  $107,679 $ 15,673 S; - $1 z ~ , > x  
Available-For-Sale . . . . . . . . . . . . . . . . . . . .  -. 215,228 100,329 [8,41P] 30?+ta82 
Joinr Venture with Century . . . . . . . . . . . . . . . .  49,385 - rr* 49,5@ 

As of Dccember 31, 1997 -. . . . . . . . . . . . . . . . . . . . . . .  ~ r l ~ ~ ~ o - ~ a t u r i t ~  $107,679 '9 78,608 $ - 
. . . . . . . . . . . . . . . . . . . . . .  Available-For-Sale 284,630 19,673 fl3.483) 

Joinr \rentwe with Century . . . . . . . . . . . . . . . .  49,196 - - 
The amortized cosr of held-to-maturiey securities plus the aggregate fair marker value oi aveitable-for~sds 
secwitics for each year presented above equals the toral of investrncms preaenred in the hirqeuing 
investments table. 

Marketable equity securities for 1999, 1998 and 1997 include rhr Campany+'& invcstrnerar in Hltng.z+rim 
Tdcphone and Cable Corp. (HTCC). The Chairman and Chief Exccurivc- Officer of tfre Cctm~anp i s  zba 
rnrmber of the Board of Directors of HTCC. 

In 1995, the Company made an initial investment in and entered into definitive agrcemtnts with 'HT~CC, 
'The inrrestmcnl in HTCC had declined in value during 1998 and in the fourth quwtcr ai 19% mnnggemc,Bt 
drrern~ined that rhe decline was other than temporary. As a result, the Company reragnixcd a toss ~1 
$31,900,000 in the HTCC investment in Other incornc (loss), ner in 1998, 
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N G i E S  7 0  C O N S O L I D A T E D  F I N A N C I A L  S T ~ ~ T E M E N 7 5 - - t C o n ; 1 n r r e d >  

In i%y 1993, inconnection with HTCCS debt restructuring, the Company c~nceiled: a nt>re~rbl\$srwti. $&@a 
HTCC to the Company and a seven-yea1 consulting services agreement in e r~hnngc  inr rhr i i i w ~ g r  $ 
HTCG to the Company of 1,300,000 shares of HTCC Common Stock grid 30,l)QQ shara of KPGf2'9 5 ! : ~  
convert3.de preferred stock. Each share of: HTCC convertible preferred stock has 5 Ji~uidntion e a h ~  6$ P:O 
and is convertible ar the option of the Company into 10 shares of FKCC Cornnran Stotk, %1 $hihe rs$@Bt &J& 

1,300,QOO HJ'CC common shares and the 300,000 HTCC common shares underbit:& tb T(l'C@ 
convertible preferred stock do not achieve an average market closing price of at  leilsc $7 pw 3hak@ ~ C I E  th4 
tuuenq trading days ending March 31, 2000, HTCC has agreed to issue: addiejonal Xf'CC c ~ ~ ~ ~ ~ ~ r x ~ ~ ~  
preferred shares with a value equal to any such shortfall. 

AtDecember 31,1999, the Company owns approximately 19% of the HTCC shart?sprest:r~dp t.xr~ssa~dig)t, 
The Company's investment in HTCC is classified as an available for sale security and accoui~trd !or u & ~ f  
the: cost method of accounting. Additionally, the Company has exercised Its right tu nan'tixitc strs mnaj~cr 
of $he Board of Directors of HTCC, 

f6j Fair Value of Financial Instruments: 
Tbc foItuwing table summarizes the carrying amounts and estimated fair values for ecreairr a$ tk 
Company's financial instruments ar December 31, 1999, 1998 and 1997, For che s ~ k e t ~  Btq+tngfgt 
insrmrnen~? represenung cash, accounts and notes rece~vables, short-term debt, accounts p a p ~ b k  m3 oeh& 
accrued Iiabiiities, the carrying amounts approximate fair value due ro the rclat-ivcly sbart s n a y t i d ~ ~ x i {  
those instruments. 

1999 1998 I r * "  
rr W h W % " 3 ( 1  -(r,*. *, v y r i  

Carrying Carrgmg t2iirrrtrtg 
Amounz Amount Fair \Jnlue :\moue* b tjd;; G+jtja Fair -- ----- - .  , ,.*<I -.i L - 

($ in thousands) 
!nvtrstmeats . . . . . $ 591,356 $ 591,386 $ 464,146 $ 479,819 $ 447,6y,T $ $&,$fa3 
Long-term debt . . 2,107,4613 2,046,541 1,775,338 1,864,631 1,553,9&2 i,ed3y%~; 
EPFJCS , . . . , , , . 201,250 226,909 201,250 171,566 2Q2 ,%4ir 'p;zt~$ 

T h e  filir vdur of the above financial instruments are based on quoted prices ac d ~ e  repc,rtlng date lot r f q ~ % ~  - 
firrancid instru~ncnts except for the investment in the Centennial Preferred Security and yhc Joint Y 8 r k e ~ ~ i  
rvixti Cctlrq. The fair value of the Centennial Preferred Securiry was estimated to he ia sccrgtsd %tidlF! .u,c 
~ccerzrber 31,2337 and its conversion value at December 31, 1998, The fair value of thc Jid>int: V q ~ 4 t ~ f g  gil& 
Cm:uq- was estimated to be its book value (see Note 5). 
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N C T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  STATEMENTS- iC :on : lnu r ,e ; i  

(7) Long-term Debt: 

Debentures . . . . . . . . . . . . .  
Industrial development 

m'enue bonds . . . . . . . . .  
. . . .  Senior unsecured notes 
. . . .  ELI b n k  credit facility 

Rural Utilities Service Loan 
Contracts . . . . . . . . . . . .  

. . . . .  Other long-term debt 
Cnmm~-rcizl paper notes 

. . . . . . . . . . . . . .  payable 
. . . .  Total long-term debt 

Weighced average 
. . .  . lntcrest rate at , flr~:Whrt 2 1:. _+__--A- 

Dccembcr 31, 1999 Maturities 1999. I PQ5 , .- - ~95: & 

iSi tn :hw':=~id$~ 
7.34% 2001-2046 $1,000,000 5~:LTOC,QtrB 5 i,fl0B.b:fb 

The total principal amounts of industrial development revenue bonds were $St;9,93.5j000 in Ig49 &ad 19% 
and $349,935,000 in 1997. Funds from industrial development revenae band issttances arc- beid hy &~m,cgetz 
until qualifying construction expenditures are made at which time the funds me rettsasd. The aHrtlluarr 
presented in the table ~ b o v e  represent funds that have been used for cans;rtucriorr tirrirllgh Dscem-xber 3t, 
1999, 1998 and 1997, respectively. 

Qn December 31, 1997, certain commercial paper notes payable were: cfassified as b n p - r e ~ a  askt ~~E:E;~~;OSE 

rhe nbligations were refinanced with long-term debt securities. 

T h e  Company has available lines of credit with financial institutions in akc amnrtntcs nZ WtOt7D,0Z)Q,NQ, 
wirh associated facility fees of 0.06% per annum and $200,000,000 wtth na asxl~dsrcd ixc3it:-ie:c;, ub~b 
expire oa October 27, 2000, and another $200,000,000 wirh assaciatcd Xacihry ices of 0$7&25'?F pf 
annum vvhich expires on December 16, 2003. The terms of she latter line ai crctrfir prz>~i& the! % ~ r r i p t t y  
wirh extension options. There were no amounts outstanding randcz t h w  stttmraib~z~n~r~s at D ~ e m b ~ t  f If 
1999. ELI has committed lines of credit with commercial bank,% under which it msy baretr-cu ~ f p  ea- 
1401),000,000 which are guaranteed by the Company and expire Nsvember 13, 2082. The E,B s g &  

faciciliry has an associated facility fee of 0.05% per annum. A s  of Dcccmbcr 31, 449% $%&IZOOO,'P,Odi7rit.~p 
autsranding under ELI'S lines of credit. 

In April 1999, ELI completed an offering of $325,000,000 of five-pear scntar un?life~i;lle$ ntates, Rg MaEtlJ 
have an interest rate of 6.05% and mature on May 13,2004. The Company Rzfs p ~ a t a ~ t ~ e c l  :he p$pzrk$p6t 42; 
plkcipal and any premium and interesr on the notes when due. 

The Company's installment principal payments, capital leases and rnarurieim of iarrptcrisi, dehr for rkg tfmt 
five years are as follows: 

ZOO0 2001 20::: 2@rJ $ >z;1134 - - -----A m -<=-A"*-. , ".*<ss ~+"*-.sG~ 

15 tn tht~ust~n$~ 
installment principal payments . . . . . . . . . . . .  $ 5,258 % 4,839 S 4,953 %5,G9 5 5 $,tu,'g 

Capitalleases . . . . . . . . . . . . . . . . . . . . . . . .  25,898 22,Tl")f 442 fig=: 91 f 
Maturiries . . . . . . . . . . . . . . . . . . . . . . . . . .  - 50 000 -* ~ j 2 . s  g&y - L 222te Y---4uc q*.w_II 

$ 3 f . i 5 6  577,546 2 S 3 , j ' S  $453jd&23 
A m , i l i t n  *.-s-**i m v  
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NOTES TO C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S . - ( C o n t i n u e d }  

Holders certain industrial development revenue bonds may tender a t  par prior to tn:lwriry '?'he sr:ext 
tender dale is April 1, 2001 far 514,40C,000 of principal amount of bonds, Thc Cln~p&n-y ~spc:%q :&Y 

zmarhc ail such bonds which are tendered. In the years 1999,1998 and 1993, it~tccsr ptiyat~rfs arr dtt~4~s. 
and Iong-term debt were $93,017,000, $77,038,000 and $69,566,000, respectively. 

t8) Company; Obligated Mandatorily Redeemable Convertible Preferred Securities: 
During Ehe &st quarter of 1996, a consolidared wholly-owned subsidiary of rhe C;c,mymy, C:,lr&enz VztT~tie 
h s t  [the Trusr), issued, in an underwritten public offering, 4,025,000 shares of 586 Cr?mp~.riy BW8z:gd 
3fmdatarify Redeemable Converiible Preferred Securities due 2036 (Ttust Convertibfs Prrcfe~r'rcd $ E C ~ ~ P I Z F @ *  
or EPPlCS), representing preferred undivided interests in the assets of the l"rust, wirh a ik6jtkiai~a~~fi 
preference of $SO per security (for a total liquidation amount of $201,2S0,000)" The prazcech f t~ya~ gk~e 

issuance of the Trusr Convenible Preferred Secwities and a Company capital cuncributian cveri: us& rcj  
pltrchase $207,475,000 aggregate liquidation amount of 5% Partnership Convertible Prcfcrrcd 5eeerrrrrf~i 
dae 2036 &am anorher wholly owned consolidated subsidiary, Citizens Uciliries Cvitiji t& tth.fi.~?1 
Pmersh ip t  The proceeds from the issuance of the Partnership Convertible Psefenczi Sacurittefi i~143 a 
Company capital contribution were used to purchase from the Company $21 1,736,0$0 aggregate p~i~expdf  
an~oault of 5% Convertible Subordinated Debentures due 2036. 'The sole assers uf the Trlxat &re thp 
Partaership Convemble Preferred Securities, and the Company's Convertible Subordinstcd I>~l~irrz:~r~ra uilr 

substantially ali the assets of the Partnership. The Company's obligarions under tha agl-cesnerit~r~i~ite~ket~~ 
the Issuances of such securities, taken together, conssicute a full and uncondicjonnl guarantee by zkp 
Campany of &e Trust's obligations relating to the Trust Convertible Prdcrred Sccuritin 4urd g5ic 
Pamaship's obligations relating ro the Partnership Convertible Preferred Securities. Tke  $1 46,:*224,6$1{) rid: 
net prmccd; from the issuances was used to permanently fund a portion af preriausi 3c;qtiebocu gtf 

tdecommunications properries. 

fa ;bccordance wish rhe terms of the issuances, the Company paid the 5% inrere~t on the G%rtrlla"et$ic 
Sufmi&~atcd. Debentures in Citizens' Common Stock. During 1999, 1,004,961 shares aE C~OIB@,<~E 
were issxrcd r~ the Partnership in payment of interest of which 976,464 shares were sold by t l y ~  Pgrtrtc~it;krp 
to saisfy cash dividend payment elections by the holders of t l ~ e  EPPICS, The snbx procs?e& ant{ ct~q 

reaainirmg 28,497 shares of Common Stock were distributed by the Partnership to he Trusr, Dbxrirjg'lf!fJ$, 
1,0932.74 sham of Common Stock were issued to the Partnership in payment af j~cercfis: ttg k;rki:& 

5,W933t shares were sold by the Pamership to satisfy cash dividend payment elections tly the lit~j~aapry crrF 
&E DP1G;S. l l ~ e  sales proceeds and the remaining 84,043 shares of Common Stock wcse disrcihueod 'try the 
Parmadip to the Trust During 1997,986,579 shares of Conamori Stock were issued ra tbe Parrnenhip [fi 
gaytryeat ot* intefest af xvhich 952,007 shares were sold by she Partnership to satisfy cash ciividmd if"iayyfi&~_~ig 
ehenicms by rhc hoIders of the EPPICS. The sales proceeds and the remaining 34,572 2s&areg of Ctarxar~~lr 
Stock were distributed by the Partnership to the Truzr. Tne Trusr disrribuced d ~ e  cash m d  ah~i lw*  85 
di%-jdrxrds rc the halders of t h e  EPPICS in 1999, 1998 and 1997. 

(9) Gpkaf Stctckz 
4 % ~  Gnmpanpis siutfrarized to issue up to 600,000,000 shares of Common Stock. Quarterly ssisck diuid~tksia 
bad ken bedated and issued on Common Stock and shareholders had the option of r?xr,rottirtg Jar &.rd 
"Ct3mrnt.m Scock Dividend Sale Plan." The plan offered shareholders the apportunity to have chcit .litps& 
sfii;a&nds sold by rhe plan broker and h e  net cash proceeds of the sale distributed to them q ~ a f t t r i g ,  

Tit 3r:lounr and riming of dividends payable on Common Stock are within the snlc dber~rrsi~i 95: ~ b s ~  
Gampaa,-'s Baad of Directors. The Board of Directors had undertaken an exansivr rcvirw aE t h ~  
t:~rqpanp's dividend policy in conjuncrion wirh its revleMr of strategic options for ebc Cnlnpat- rrt %%?PI. 
Rce~i;rng frog1 &is review, the Board concluded that the Company discontinue dividcndr afta:\r she gvsfrtacar! 
~f December 1998 stock dividend. 
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N O T E S  T O  C O N S O L I D A T E D  F l f $ A N C l A t  S T A T E M E i 4 T $ - ; ~ a r r ~ t i t i e d ,  

Quarterly and annual stock dividend rates declared and annud stock GviQesd cash ~r,*~f:~.4xb;r had$rs$~hi 
. c  . 

for all stock dividends declared through December 31,1998, a~vtr~11una~G to ~ ~ e s ~ z ~ s s ~  -:$". CG~G&,"-S~ 3~ 
the Board have been as follows: 

pGk - PK $ &,  
. ., .......... 1;. ,.%xi%'%: ................. -- ---.-. --.&+I., x-/-'cx$' 

.%$$+$ =id,L-*' . *$? 
sxG.-4&-" -' 

." :.~:,L,,:,z .-.+ -- -. 
r*f* * i 

* j 2 . y ~  2 ,- .@$. Firstquafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  c -. >:P,- ....... 4 -F & 
Second quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .;3 R ~:~g?i~~ 

- : s l t * y  * ,+ " 
Third quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . .  2 3  ie hl.;~&. 

-, S&:,F a. ,+* 
Fourth quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  _.,___. ~2 __...... :(% d?:z:iA: 

,2'4'yhj 

f 6". 5: "$*; . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Total zir2,.~~c,,q ,- -, .G.F%;,.:., 
,----,-.? 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Compounded Total - .----- 
L Y '  t7. 

Cash Equivalent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .ii82%4$, 
W..L-- 

The Company purchased 631,000 shares ar a cast of %b,B2530.ai) in %%P. X%G C ~ i ~ g n q -  pttfeE&kt$ 
1,811,000 shares at a cost of $14,826,000 in 1998 zrrd 4,9MP43Qriratc$%a & cc~%;bf $aa;${t.t~$3i;l a!+?: 
to pay common stock dividends. 

In December 1999, the Company's Board oEDir.re;;te~;s zs&s,.i~~~:hr pu~'~h;lt~e, he% i_~t%tr se $;n\c, %p t@ 
$100,000,000 worth of shares of the Campany's hzomata S Z K ~ ,  

~~:$&:.:gx$$~&$;, 
Balance at January 1, 1997 ......,........................ - * .. L. ., .. E$!@i.$*~gdd@]r 

. : ;*K;y;~@!.  ...... .. ;- Acquisitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ii h5 L. dR . , F ,,. ,* ,>. 
Common stock (dividends ................................ .. .. :.. gg,?q,q:t .u; % ,. Vc T @$$- *. ,.. 

Common stock buybacks ........................... ....... ; .. ...,. ~ & ~ $ ( ~ ~ ; @ ; ~ g :  . . .  ', .., ,. ... ,J.:. 
Common stock issued to fund EPPICS dividends ................... , , :.. a + % .: &&ik~&g, 

.& 'd: ,> .- -,. 
Stockplans . . . . . . . . . . . . . . . . . . . . .  s . . . ~ ~ . , . ~ L . + . ~ ~ i s , . r x + + r . u G ~ , r + ~  

-: ,qNn,ToL &as;,&a&& .:.s $I &,? 
Balance at December 31, 1997 ............................................ 2$%$%4&g<8-$. , .. 

*.:, ;;y: jmj; ...... Acquisitions ............................................... #. a&*+$,, !' ... Common stock dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ', ....... ,. Fq$-$Fifj&j,@ 
Common srock buybacks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .Us... . . . .  ~ & # ~ : ~ ; , s @ ( @ j ~ f  . Common stock issued to fund EPPICS dividends ........................ , ~+J$h$k@$#~ 

&g; : e ,  Stockplans . . . . . . . . . . . . . . . . . . . . . . . . . * . . . .  ~ . . F ~ . q + . s L ' c . . c . q + ~ c .  ,& ,-4 .ria'b~isYw~.tt.4t i i~CCC 

Balance at  December 31,1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  + .& . , ZJS&'Mff,h@@ 
(."* u. ,@ " E ". ........ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Common stock buybacks eq.k.& ,.Q@A: 

Common stock issued to fund EPPICS dividends ......................... , 'E,@@~$~~Q@ 
Stock plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ,, .%<- 9yraL~w&& % gq 3 gg~, 

r j  8.). .q.- , 
Balance at December 31, 1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ,. ~ ~ ~ ~ ~ ~ , ~ ~ i ~ $ ~ ~ ~  

*.w-7 

The Company has 50,000,000 authorized but unissued aharet; of prnfc.rzeJ $z+ru:fc;. $$,Of p8QY 

(10) Stock Plans: 
At December 31, 1999, the Company had four stock bascd compensrrtisn p%n& d s ~ d  EI,E k d  ma x ~ t k  
based plans which are described below. The Companv appties -4PB apftu-ion XF. 23 an$ reht~d 
interpretations in accounting for the employee $rock plana Nc! cornpcmat;iar! hpr; f~$f;i@bi$nd i& 



C=idaxxs Eifiticr G~mpwIy and Subsidiaries 

@OPES T O  C O N S 0 i l D A T E D  F I N A N C I A L  S T A T E M E N T S - ( C o n t i n u e d ]  

rha financial statements for options issued pursuant to the Management Equity I~rentive Plikx; $kfF.lPi, 
Equity incentive Pian (EIPJ, Employee Stoclc Purchase Plan (ESPP), ELI Employee Stock Plarch-~se lT;w 
ELI BPIJ) or ELL Equity Incentive Plan (ELI EIP) as the exercise price for such apdvns ~ , l l s $  equal ta zke 
market pdce of the stock at  the time of grant. Compensation cost recognized for the C;omp%&$-'s ff5re;;~or-i" 
Deferzed Fee Equit). Man was $481,240, $463,748 and $352,017 in 1999, 1998 and lgl?*y r~sj1sctsiu~4~*. 
H$d the Company determined compensation cost based on the fair vafas: at t l ~ e  grant dace fur iw MEtR, F"T?* 
BPI?, ELI ESPP and ELI EIF', the Company's pro forma Net incame and Ner inco~rc* per il'ckmwman $Fr,vr: 
would have been as foBou?s: 

1,999 ~ a ~ g  
P 

1 Bt;f" 
,S."&d** -,*,- 

($  iil thotissri~ds\ 
As reported $144,486 %S7,060 $ 1 0 , 4 ~ ~ ~ ~  
Pro forma 130,613 46,QOa' "PS"tY 

?kt Xnt~me per common share As reported: 
Basic $ .SS $ ,22 $ L14 
Diluted .55 .--a 77 ,{a& 

Pro forma: 
Basic $ .SO $ .I8 % ,O1i 
Diluted .50 . I6  A..? 

Tire itdl impacr of mtcdaring compensation cost for stock options is not reflected in rhepro Eotrna amcltiam 
sba.tre kcause pro forma compensation cosr only includes costs associated with the vesrrd pa$tkr, gsi 
qtiapts granted pursuant to rhe MEIP, ER ESPP, ELI ESPP and ELI EIP on or after Jmufiry J,lB9$, 

ln Havmber 1998, the Compensation Committee of the Company's Board of Directors appr~val 4srre:ft;- 
aptian crrzhxrtge- gragram pursuanr to which current employees of the Company (exslodirrg gqrjrttp 

~xecudve offi~asj holding outstanding options, under the MEP and EIP plans, with an excrcit;~ pr1ca irt 
c ~ e w  a; 52 OaOUbad the tight to exchange their options for a lesser number of news nptioas wiFh an  axcreiae 
prrce aE$?*75, A calculation was prepared using rhe Black Scholes option pricing modcl $0 dasocdiuic ghtf 
~x;icBa,grge rate fos each eligible grant in order to keep the fair value of options excharrgeci equal 50 the,fiti$ 
vdue of ah2 aprions reissued. The exchanged options maintain the same vesting and expiration. recrns, "'lux 
~ i b ~ j i  option exchange program had no impact on reported earnings and resulted in an aggegdds nee 
cedtduciian it% shares subject to option of 2,202,000 for both MF;IP and EIP, 

2ri i.?iagpjr5r 1998, thtr Compensation Commiaee of ELI'S Board of Directors approved a %ask ~ p ~ i o n  
ev&&agc" puoFam pursuant to which employees of ELI holding outstanding options with an cxrrcb& prr,:t: 
h; c s z r ; ~  of 515.50 had che right to exchange all or half of their options for a lesser number of ncw,~Bg~!la  
~ ~ ~ s x  an werzisr: price af 58.75. A calculation was prepared using the Black Scholes opeinn pricing mrliJa) 
bacmirre Z ~ E  exchdnge rate for each eligible grant in order to keep the fair value of oprims E X L T ~ ~ ~ I ~ ~ ~ !  
cquat ta rhc fair value of the options reissued, The repriced options maintain the same vegtin~ UIL[ 

~ ~ i ~ a ~ a t r  nrms. T h i s  stock option exchange program had no impact on reported earnings and ccsrllrcd irr ii 
nc: :~d:duczion in shares subject to option of 546,000. 

R.th ELP asid tbc Campatry repriced these employee stock options in an effort to retain emplaye~s at 8 C ~ ~ J I E  
,%*ken a &iplfieant pcrcencage of employee stock options had exercise prices that were above faif marker 
:=~IUG. ~3ciir.p~n~ati~n cosw have been recognized in the financial statements as the exercise price wiir 
riqna;i to market ~ Z f t t e  of rhe stock at rhe date of repricing. 
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f J O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S - ~ G ~ P ~ ~ B I Y ~ C ~ F  

Management Equity Incentive Man 
.'. 

Under the MEIP, awards of the Company's Cornman Stock may be pi~ntec? ta ;t$iF~kit: iskce@rt ~ : a r ' ~ e @ s f ~ k  
employees and non-management exempt employees of the Gmpang iar ;r.,b~id~stiia :w t h ~  !evm Q< 
incenthe stock options, non-qualified stock options, sro& appretiator, r.igkh!c f5AEF,si, PESE~G&~ &hr&;k QF 

other stock-based awards. The h4EI.I' is administered by the Compea$i;at:-a~u C~hsx;ttrr & & $7art& D? 
Directors. 

The maximum number of shares of common siock mhich be iaacd p-i"tmlli;r: to fi:r;a& g~otrp  "4me k 
5% (13,103,5 12 as of December 31,1999) of the Company's ccd@mon stwk awie$~ii&rig~ 2% a k ~ ~ ~ d &  ~ $ k $  
be granted more than 10 pears after rhe effective dare ~ u n c  21.1990) of the KmP. 321~ s;iw~i;~ &if 
stock options and SARs shall be equaI to or greater &an the hir market raiw;c aE $he: i~rld&yi$g ~ Q B & B ~  
stock on the date of grant. Srock options are generally not ex.ereisaibtre Qn %kt: il,iltt oipslrtt &gr wtsr w ~ r + ~  
period of time. 

Under the terms of the MEP, subsequent stock dividends and srwk ~ p i i i ~  hare ;he eke: to? mcn2r;rh rig 
option shares outstanding, which corrcspoodingly decreases the sv$.rag~ gxe.tti:i~ prtce nf adbtlrrdi.%g 
opdons, 

The following is a summary of share accirin. subjea xc? option under the k@,8la i\&uiic$ xu: ~ 3 ~ g e q s a r  
stock dividends for 1997. There were no stock divides& declared in 19% 

*ei$i&&k 
SBia:.is Snbe* A.*%r R@ ?z%@t&m 

S I ~  ~%+GPF*- jr$j&@ 3 2%b 
"-->L u.,... x,..*LL.,r .++%b"+wa.k 5 

Balance a t  January 1, 1997 . . . . . . . . . . . . . . . . . - . . . . . . . . . . . . . .  ta,3FHLB26 $%E,@2 
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  S,64k,tX3@ gJ.3 
Opuons exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  F ii%&;&3Ol %@at 
Oprions canceled, forfeited or lapsed. ....................... rtr$ #i~&!, d&G,-.x*&k2-{ ~ 2 ' -  lUI% 

Balance at December 31, 1997 ............................. i2 31%3163 F @ ~ Y ~  
Opuons granred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 ,,&6Y4@@ .c +a . 61 
Options exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  : % ?tB5:WZ f. 1@.3$ 
Options canceled, forfeited or lapsed. . . . . . . . . . . . . . . . . . . . . . . .  id OB%?F~Y~~I s b k . m w a L , ~ ~ z , d + ~ ~ f  1 3 ,il!a 

Balance at  December 31, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ?,.~l%3,tlf$tl B $,I 
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  i%k44*tX)@ R @;k 
Options exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $db3;&4qSi. &:%B 
Oprions canceled, forfeited o; lapsed. . . . . . . . . . . . . . . . . . . . . . . .  i:4?6$.Wr: 

uauw~.*ZW ,;,..- %,L>$ 
Balance ac December 3l! 1999 . . . . . . . . , . . . . . . . . . . . . . . . . . . . .  tC3p&%j;.QS~k $ 9 *a 

*M+m&&rw 

In 199 8, as a result of dle stock option exchange pmgran! rpptrttved by ths; Csx%&m:kt:: &hC 
Board of Directors, a iorai of 3,801,000 opdonr were eiigiblc for orch.aqcc. oi whi:h r,$SaSliK! sp:ia$* 
were canceled in exchange for 1,869,000 new options with: an mtrc&e a$ $?.'?$. 
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NOTES T O  C O N S O L I D A T E D  F1h'iANCI84L S T A T E M E N T S - ( C o n t i n u e d )  

2 % ~  i~If~rr.1xtg table summarizes information abour shares subject: to aptions under the biEIP A\! 
Bgeerb'trs: 31, f 999. 

*-%, - ---, . --,-. Options Oqtsranding 
Weighted Average 

~GZIZ~BZZ Rmgc of Wcigh~ed Average Remaining 
Exrrcisc F r k ~  b-crcise Pricc Lie in Years 

14,OQQ 5 4 -  5 $ 4  5 
_3d64X,EBQO 7- 8 8 6 
X$,2O500O 8-10  9 8 
z,i,r;ssipao TO -- 11 11 5 
2,278,860 11 - 14 1 2  4 

55,4,i?OO 14- 15 1 4  4 .... 
a n.2sgqaa 
-i_ZI 

$ 4 - 1 5  $10 5 

Nusnbler 
Excrc;sa bls -- 

14,000 
1,889,000 

866,000 
1,960,000 
2,343,000 

559,000 
7 631 000 3- 

I' s M vi*z:ig'o;ed average value of options granted during 1999, 1998 and 1997 were 63,17, $2c.2,h,xn9 
54,23, rspectiveiy, For purposes of tile pro forma calculation, the fair valuc of each c)psinn gdrrr I$ 

a t imated an the date csi granr using the Black Scholes option pricing model with the iollo%ing wcigkrei,f 
$ V Z ; ~ ~ C .  ~ s ~ m p t i o n s  used hz grants in 1999, 1998 and 1997: 

1999 ,[:j,gg, tgfi4 -. , ,.,-*...--* 7 i . i . .  

4. uwddcnd yield. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - .Lira*, 

%.- a - ..,xP~csgd t-OLD b~ty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29% , .  j ~7::c- *F CQ.  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  R~r;k-&e:: inerest rate j,32% 4,;13% $xe:l,.$.?4i, 
4",s . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ~ q ~ c : e &  Efrc ,, ti years 4 year,$ d ptio,r$ 

Dnrirkg 1996, the Company granad 566,694 shares (adjusted for subsequent stocl-; dividends) of.r~~ccrictts$ 
~rwk awuurds ts key employees in the form of the Cornpany's Common Stock. Nane of thc rastrieted aogk 
Giay k $8b$, a ~ s i g n e d ~  pledged or otherwise transferred, voluntarily or involuntarily, by t h t  ernploycltrr at\fil 
~ t f g  tah~mior'if lapse in January 2001. At December 31, 1999, 559,974 shares of restricrect stock y r i q  
a:s~kzcr&iag. Carapensatioa expense of $1,268,000, $1,2S 8,000 and $1,302,000 far tRc y ciPn ortdo6 
&ecember 3I, 1999, I998 and 1997, respectively, has been recorded ill connection with tlria~r grar-rrg, 

kqlziry fi.tbsls"a6vc Plan 
2s $fay 1996, the &archolders of the Company approved the EIP. Under the EP, awards at' rhc Cl;r.mp&npk 
Ct>mmon S r ~ z k  mn_y be granted to eligible officers, management employees and non-m&nagemincnr: 
c;np!oYces cd &chc Gonxpan): and i ts subsidiaries in the  form of incentive stock options, nonnqualibicd gr;aq:k 
~pPrbf;S, m ~ ~ k  ~pprecixtion rights (SARs), restricted stock or other srock-based awards, nhr: MF i~ 
~d~lrb~i"u~-:zritd try the Compensation Cornminee of the Board of Directors. 

Ihr rnclninxurrr. number of shares of common stock which may be issued pursuant to awarcls at any i ~ t ~ j e  M 
l k S $ S $ Q O  5f3i~re5~ which has been adjusted for subsequent stock dividends for 1997. There were d~t$dk 

dt.;S$ertds declared in 1999. No  awards will be granted more than 10 years after the cffecrive dan (Map 27, 
f GSrtf: ai r;hc EP. The. exercise pdce of stock options and SARs shall be equal to or greater than thc r ~ j t  
zz~rke: ~r.-rht of thc underlying common stock on the dare of grant. Stock options arc gcttccskl)~ r i a  
exrrcn9itbie on the date of grant but vest over a period of time. 

Gni$c: &r ce:= af &c EIP, subsequent stock dividends and stock splirs have the efieec nf incea;lilinr; Jrr: 
C J P B ~ ~  ska;.z:< auts~anding, which correspondingly decrease the average exercise pricc of ~ ~ s j i t ~ n d g i g  
c~-;t.:ir~nr~ 
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N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S - { ~ ~ r t : i l t r e c t -  

The ioIIowing is a summiq of share activity subjecr to option under the ED' adlas~cid far ~rnb~~qr;eti:_rir_ .~~'t%k 
diritiends for 1997. There were no stock dividends declared in 1999, 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Balance at January 1, 1997 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Options granted 

. . . . . . . . . . . . . . . . . . . . . . . . .  Options canceled, forfeited or lapsed 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Balance at December 31,1997 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Options granted 
. . . . . . . . . . . . . . . . . . . . . . . . .  Options canceled, forfeited or lapsed 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Balance at December 31, 1998 
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Options exercised 
. . . . . . . . . . . . . . . . . . . . . . . . .  Options canceled, forfeited or lapsed 

Balance at December 31,1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

As a resulr of the stock option exchange program approved by t h e  Compmsrztlm Cazrr~n-ittt~ F I ~  E ~ E  $adid 
af Directors, a total of 2,453,000 oprions were eligible for cxhange, of lu+hicR %1'h2.3-,t.B0 ap%ihrtz; wete 
canceled in exchange for 1,606,000 new options with an exercise price :eoi Sr?*?5, 

The f.ollo\ving rable summarizes information about shares subject to optinns mder &e E&a: Bt.~~xt?i!ef -%IjL 
1999. 

Yu~ube? 
Oursranding 

3,635,000 
1,504,000 

133,000 
317,000 

- 900,000 
6,579,000 

Options Outstanding 

Range of Weighted Average 
F~cercise Prices Exercise Price 

The weighted average fair value of options granted during 1999, 1898 axjd E?iS'S i\f$3 $3,Pd, $>,st %iyjd 
$4.25, respecrively, For purposes of the pro forma caimIabofi, chc i a x ~  vaEm 9% cal;Ei, ciptrfrn ps-fft $9 
estimated on the date of grant using the Black Scholes option pricing maclef witk the IotIa*la$ tyciFhget$ 
average assumptions used for grants in 1999, 1998 and 1997: 

1 9 3  ~ s i Y l  t.l.;r? - i S c r M m i  r,w= <r+~se=,,%-&<, 

Dividend yield. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - - 
Expected volatility. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ?Y% 2&% ,h k ~ + v \  /U 

Risk-free interest rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  , . . . . . .  ,i,,47%1 S.E$CJIL ~,+845& 
m k p e c ~ e d  life . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  = . . . . .  b pars 6 y e 0 ~ 9  y t g g ~  

During 1999, 1998 and 1997, the Company granted rcsrricrcd stock axeardsm kc? ~ r ~ i ~ & ~ t ; g g ~ i ~  &T. $ g i g s ~ :  bf 
the Company's Common Stock. The number of shares issued ar, ratricxed btadk awzids <Errntrtg ?SPtk'li %a% 



$;r! 1997 wer9: 9M,100, 464,409 and 23,018, respectively (adjusreei for s~lbsequent stock drid~.itds ifi 
f !?SF, csr" ;.he xes~' i t r td  stock: awards may be sold, assigned, pledged or otherwi3c uansfersctt, 
~831fotar3y 02 k ~ b i v a ~ d y $  by rhe employees until the reszicrions lapse. The restrictions arc both r i r ~ x  -&rid 
~zti~:aane based, & December 31, 1999, 946,976 shares of restricred srock w u e  ourstg~~d~n~t. 
Tiisapm~.~+:iort e ~ m s e  ai 51,305,651, $508,000 end E2,7,000 for the years ended December 31, t994'1, 
1398 a d  14S1 rtsp::cti~d~~ has been recorded in curinection with these grants. 

Ei%ployw SSQGL &u&aszse P1m 
Eie C D ~ P X F ~ ' ~  E P P  3~x3 approved by shareholders on June 12, 1932 and amended on May 2, t5f47, 
~ ~ i % t %  the E2& &pibk cm$oyees of the Company and its subsidiaries have the right to rrub46riI1~ to 
pdrzhastt.$~tis O ~ & ~ O I I  Stock at the lesser of 85 O/b of the mean between the high and low market pace$ 
og the dq- r>f the purchase period or on the last day of the purchase period. An ernplrryec may eiccr rrl 
h - e  up w 20% 05 annual base pay withheld in equal installments throughout the designatec\ paytrail- 
& ~ & G G Q ~  pectoci for &rr purrhase of shares. The valtie of an employee's subscription may not tr;ucccd 
$%5,@0 is a i ~ y  one calendar pfz .  .,An employee may not participate in the ESPP if such employer ovttrt; 
st& p s k s b g  5% 01- more of tbe ram1 combined votlng power or value of the Company$ capital stuck, 
At 0% Dccamhr 31, 18993 there were 6,407,195 shares of Common Srock reserved for issuance under the 
Ev5R Tam &%a* msy be adjusted for any f u m e  srock dividends or stock splits. The: ESPP ~ v i l i  termin;auc 
aha %hi ~hzr%t;;&&rzmcd have been subscribed for and purchased, unless terminated earlier as axrclrdctf hy  

b g d  aF Dti;snc~ox~, The ESPP is adminisiered by the Carnpensa.tion Committee of thz Baadd of 
D i r ~ z ~ ~ z ,  As QE $2e~eir?i'i>er 32,1999, the- number of employees enrolled and participating in the ESfIFi itfag 

l;;i:@B& $ad tAs t~td ~f~mber of shares purchased under the ESPP was 3,201,887. For purposes &a pn, 
Z&PS~ aktsi~~ion, campn~azicsn cost is recognized for the fair value of the employees' purchase nghrs, 
4;;k&& 'aff~t e%tim~r;ed askg the Black Scholes option pricing model with the following assnmptinna fajr 

.$g&&fi@aa pt~t:~ds h&a~;lfig in 1999, 1998 and 1997: 

1999 14YR 1 ci'rq* -- --I- .%v-;b,, : ... 
.i~jili%"j&md knttlitb' . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - nlw 

gw&&$.e-zf WD%&~II.;%. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29 % 26% ,Lilh . + Rj.r;&,-~cs EB$E,YP@ r a k  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5.28% 4.924b S,~.15~!f~, - %,%p%i11ed $if& . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  , . . .  6 months 6 months h m~firbt;  

T%s $keigiz:~&a%~c~age f&ir~*sfue of chose purchase rights granted in 1999,1998 and 1997 was $;2,55, $?",o$ 
ged 5 1,3, re~ptxgiweiy. 

&$J F&g~iayc~ St(of:b: ht.6fnrse Pian 
T i  EU FAfP wds approved by shareholders on May 11, 1998. Under the ELI ESPP, eligible emplciyccs hf 
$All wf g~'wriSx ia purchase sbates of ELI Class A Common Stock at h e  lesser of 85% of rhe qvgrilgt. c,i 
5 3 ~  Bgii md IWW msrkcr prices an the first day of che purchase period or on the lasr day of rhc pwrci~x:~~ 
?;it& An e~ployee efecr to have up to 20% of annual base pay withheld in equal iascallrnerrcs 
ahtwk@g~ti~ dl'tre dekgwcd pay~oll-deduction period for the purchase of shares. The value of an empioyr,r'u, 

L i tq;3tcgLpt:oe nay ~ 0 %  exceed $25,000 in any one calendar year. An employee may not participate ip the EX,I - -.- z.@P &m:b esn?~$oytmv;nr* rrwk possessing 5% or more of the total combined voting power ar valwc y i  ail 
&k+z:i. DI e%zpii;l'i: f x t ~ k  a: Ell .  As of December 31, 1999, there were 1,950,000 shares at ELK Cltass 
C:~~gmvm $Y,c~c& g c ~ ~ v e d  icjr rs;sl;ance under the ELI ESPP. These shares may be adjusted for any futwr: stack 
d.v;d~adt 5%: ::rack qlb, %ft %PP will terminate when all shares reserved have been subscribtd ffar ail$ 
>s:~kacai, ; L ~ I G J ~  rzr,.r*tn;zrc$ earlatties or extended by the Board of Directors. The ELI ESPP i s  admidstere4 by 
:kc Cc;r*pr,jt$;a,~~dtfi C:1~~frnS~ce 5f ELl's Board of Direcrars. ,4s of December 31, 1999, che nitrnbec ctf 

Z S M E ~ ~ E ~  m d  participating in die ELI ESPP was 691 and the toral number of shares purchased 



Citizens Utilities Company and Subsidiaries 

E.IOTES T O  C O N S O L I D A T E D  F I N A N C I A L  STATEMENTS-tEloaEinue6;  

under the ELI ESPP VJRS 328,664. For purposes of che pro  forma tdcu!aticr;l, compen~a8i:ac L 
recognized for the fair value of the employees' purchase rights, which erxitrll.a.roti using tk 3i .k .kv~la- 
option pricing model with the following assumptions for subscripxion p ~ i a b s  Eiegirrning ia 'liM9 o&d "E95: 

F45- - &,-?- x a u ~  

Dividend yield . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  iui Crrr 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Expected volatility E%%i 7&%& 
2" % -  Kisk-free interest rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 %  &CB25$ 

Expected life . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , .  6 mafia& B a&&&% 

The weighted average fair value of those purchase rights granted in 19952 astd 5 $8 r v s  $4.97 a&$ $%$& 
respectively. 

ELT Equity Incentive Plan 
In O m b e r  1997, the Board of Directors of ELI approved he ELI Under ~tfre ELI axeagdg a$ EGs 
Class A Common Stock may be granted to  eligible diretttolrs, o!iice.csl, nsrxagemket e a p h $ ~ e +  
non-managemenr employees and consultants of EU in the form of Incentive srt~& spererw, notaqrald<qd 
srock options, SARs, restricted stock or other stock-based awards. Tkrt EU ii ~zdrnirrigtered 't~p the 
Compensation Commirtee of the ELI Board of Directors. The excrcBe price foi cktxrmch 8t%-ar& $baf$~@t"cki~s 
rhan 85% or more than 110% of the average of the high md low srwk prinzccs 0191 :kz dim rri ge2gzb %a: 
exercise period for such awards is generally 10 years from the date of gtmt. ELI b~85 ~6sett"ac& 8C4?@tB00 
shares for issuance under the terms of this plan. 

The following is a summary of share activity subject t o  option ander r k  ELI EfE 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Balance at January 1 , 1 9 9 7  
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Balance at December 31, 1997 .  
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Options canceled, forfeited or lapsed . . . . . . . . . . . . . . . . . . . . . . . . .  

Balance at December 3 1 ,1998  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . .  
Options exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Options canceled, forfeited or lapsed ......................... 

Balance at December 31, 1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

,As a result of the stock option exchange program approved by the l3.J G g r n p c r  Cv~fkli~::ac ~ r f  

Board of Directors, a total of 2,212,000 options were ciigiblc faark ~xchtrnge~ (;,d w$i& 2,426,tYd0 v~j57i43~3 

were canceled in exchange for 880,000 new optians in Augt;sr 1998, 
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Th-e fogbdng rabb summari~s  information about shares subject to options under the EIP a i  Dez~tnL1a.T t ,, 
I 99gw 

Options Outstanding - 
We~ghted-Average 

N u m k  Range of Weighred Average Remaining 
Q~E;:a+&na Exercise Prices Exercise Price Lifc in Years 

41~00~ $ 5 -  8 $ 7  9 
1330S,0hJf) 8- 9 9 9 

33 Z+OUQ 10 - 1.5 13 9 
-86S,goO 15 - 18 16 8 

&524,fiCO $ 5 - 1 8  $11 9 

Number IVcighrd A$ehj:a 
Exercisa blc -- ----.+,u-wlwhL E~fiyct/ki+a Pttea , **: 

12,000 $ 2  
675,050 9 

S 8,OOQ 1 $ 
594,000 16 

L339,OOo $.! 2 

FDI p ~ o s e s  of the pro forma calculation, compensar~on cost is recognized for the fair waluc a! tkg 
employees' purchase rights, which was estim~ted using the Black Scholes option pricing model wiih the 
iafIowing assumptions for subscription periods beginning in 1999, 1998 and 1997: 

1999 $$.? -- -.!%?.!.- . . ?S*<*W.-;*<. 

-DI,Gderici field . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - *"I 3mm I. 

. - Expctcd voiariljf?; . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  66% f 5 0 5  4(r :k$:!$$ 
8i$k.-6ces interar rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 . 3 4 ~ 6  5,d.q x $;#:$:%.. 

a+ Emr:rd life . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6 years 6 pa r s ,  y~le 

The \v~ightcd+average fair \value of chose options granred in 1999, 1998 and 1997 werc S6,1S, 56,941 mi 
$$+T 3% fe$pective,.iy, 

$3.2 b s  granrtd 610,000 restricted stock awards to key employees in the form of Class A (3:omxxuet Strlak 
zwc it~j_t.LO+ rhcsc restricriuns Iapse based on meeting specific performance targets, At Decrmbrr 31, TFO!i, 
5%l,aOO sham af: this stock were outstanding, of which 259,000 shares are no longer r%%nfted, 
Cl~mpfigaarsn e q m a  was recorded in connection with these grants in the arnounrs of $2,5:j.3,00fi, 
S4,$66,g00 end $229,000 far the years ended December 31, 1999, 1998 and 1997, respeeevely, 

Sra101~' Defmcd FCC Equity Plan 
Tlic Conip~ny'r Xljon-Employee Direaors' Deferred Fee Equity Plan (the Directors' Plan) was approved by 
&&r~hrsidcltra arr May 19,1935 and subsequently amended. The Directors' Plan includes an Opriaa Plan, 
5 t s k  Pian and a F a r d a  Plan. Through the Option Plan, an eligible director may elect ro rrccjv~ MF ellt 

S301iQ3D per zm3m of Itis or her director's fees for a period of up to five years in the form of rlpdoa~a 4~ 
p$k;&asr C~rripaay camma stock, the number of such options being equal to such fees divided bt;20{% af 
zbc filtr m~,ikcr value ui Company cornmon stock on the effective date of the opcions and are cxcreizsbte gt 
::iFT& aithe fair maket vdue of Company common stock on the effecdve dare of the options. Thrangtt- the 
S e ~ k  %art, &neiigiMr director map elect to receive all or a portion of his or her director's fet?s in rhc farra f ie 

%"fa XJsgrg, rXap rirmber of such Plan Units being equal to such fees divided by the fair msrkrn ualng clt 

F",~~.r,yrsny c~mmmx S E Q C ~  on certain specified dates. The Formula Plan pr~vides each Director t s i  ~ 4 . 1 ~  
Chzlpgo7y ~ptEt)~i~  to purchase 5,000 shares of cornmon stock on the first day of each yeas begiming in 2997 
~ a b n d i  sn~~firluing &aorrgh 2002 regardiess of whether the Director is participating in the Oprian Plwn or Sro& 
ibhfr. XE addl~ilan, on Stprcmbcr 1,1996, options to purchase 2,500 shares of common stock Itrere granscd r& 
catk Di:ecmx The cxe-xcisc price of the options are 100% of the fair market value on the date of grant an$ 
C -  *BC t 3 ~ i o ~ f ~  3rr. excr.:issMe six months after the grant dare and remain exercisable- for ten years ;tfrqr ~kjg 

ganr dart, In zhc cwilr af termination of Directorship, a Stock Plan participant will receive she valu& q i  syct.t 

Bhn I.?,::, i r ;  yni;her sock or cash or installments of cash as selec~ed by the Pardcipanr a t  the rfmc of 
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related Stock Plan election. .4s of any date, the mi;uiimumnumbtr ~ ~ ~ ~ ~ F & ~ ~ ~ $ ~ ~ ~ % % G % ~ E L ~ R  *&ad~fi.$,,c $%w 
may be obligated to deliver pursumt to rhe Stock Plan and eke mir&mm%i hrrmhe: $I ik -&W&BP& 
stock which shall have been purchased by Tarticipadts parsuam~o$~~? 0p"tsug~ i i? '~z;~z~&w$~~~mq: $~zs&B 
pursuant ro outstanding options under the Option Pian thdf nu& i?s: o a ~ ~  ~ S - X " G B ~  3"; -s-d ta%P&i 
outstanding shares sf Common Stock of the Company as sfsuth dat~, ssr&Ftkt r-*~dri~m~&& 1% t 'i!fexLm.+~ cb 
changes in the corporate structure of the Company af fecag  capiztkl g$"ixk, ' f zs  ZG &;r&:%~?s 
participating in the Directors' Plan in 1999. In 1999,rhe r o d  Q@aris tb&~~!~ath~sii i ;~&ed 8-53~%% 
and 15,027, respectively. In 1998, the total Opdoas and Pkn Uiai~s ezmrd 5 e ~ z  kBSA%'l a&d 84>&4~~ 
respectively. In 1997, the total Options and Plan Vjiitd e ~ ~ e t f  teerz 38$1,@$ &G& i53HT. raP&v&b 
(adjusted for subsequent stock dividends). At December 31, I99Y3 67L437 @pt~~aa;s ~$~$7;%5.1;k2& 3: 

weighted average exercise price cf $9.66- 

On December 31, 1999, the Option Plan and the S t ~ k  Pdart ~f &e Dzfed'fc& kc Eqg~iv R49, $wtn;;?: i$ 
accordance with the plan's terms. In replacement of these plans, the nafi-z.i;izp'raye~ I . k ~ e ~ i , s  $6- k ~ d ~  ti8c 
choice to receive 50% or 100% of their future fees itl eirhersrwi?'? azstc*c"k tliixs- %ff$t&. t$ g f z e ~ ~ i k  X%e($?t.~;k 
will be purchased at the average of the high arrd low or, the &f$t wadifig &=E PF tiit !t$f f % % z $ ~ i f .  3#&&ke~ 
Value). If the average price is lower on the Ian uadkn$ day @k %afe~k%~$ {Fiiiiii k$ir:kts VitiE~GJS 8 ,  

adjustment will be made by paymenr of adbitiotlcrt stwk 6a f5tibgkh%$h&~g.3 ,p&d i@-t@$+w zia&bttik $56 & s 4 3  

purchasable at the Final Market Price. If stock mi%% aan'reiem;Jf they %Elk k paigh$tt4 rse ~ 5 %  P$ the $fi+fr5f: 
Market Value. In the event of a lower Fiaef Market V % l [ ~ q  %B 8dfid~p&+#t~ %ilk b& %&&r bF ga$%@g$ t& 

additional stock to bring the shares paid up ta rke ~ t l m   fa pia~h&$ie the $sh%rih$riigk~k #%kq, 
Stock units (except in an event of hardship) we hdd bp the C t * c ~ p i i ~ y  .*m~i& EF&~&@@~C:$ &$ dca.tk 

The Company had also maintained a Non-Emplapc pi.te~~r5%&kk~%b%t pt&%pp&c@~~~ $$$ p&eL$k@+ 
of specified sums annually to non-employee &rmL2rs r ~ i "  the C ~ a p a f i y ~  air Ekci;; t!~&pz&ii k:$-;dtkifitLf%&s, 
starting at their retirement, death or terminadon al &ire:cza$s'n@ of isrs&v~&k:~i dw,;%~g BF+*FL ck 
Company terminated this Plan, In connection ~ i . &  th.: r;e~mis;xns;r-, V~IFW ,;% t&&t&p" $5,  8FW, &' 
vested benefit of each non-employee djrecror was ~r&di~L?tf tm bim&;?1h t & d ~  #%kimst $tr*kt~&"sk% %g~&&&&&t: 
will be payable upon retirement, death or tctmScr&ribtr %*i t!u d$f@&%~t:~fihifp. p%%,;33a~f IU&@ 
July 15, 1999 to elect whether the value af the stock %airs aw~$&e4f sg@$%@ be pfhz!%& ;lf L~J#V@B -qt$$k &i,! 

the Company (convertible on a one for onc bwsis) er in eash~~ A$ dwz 2~eornkt 3 8 ,  I$%&, $kg b*:k?%jr?y 445% !a%& 

payments was $3.7 million of which $3.6 million wilt hr papb;$h ia %f%kk :bgseJ&h%b~ jt$+ 83.. lg% 5gt:~jg 
price) and $2.1 million will be payabfrr in cash* Wdc tbc %sm&e $4 bh&g@% %if :$4& pai$ii&% & kh&- 
directors electing to be paid in stock was fixed, th%: emoung @d @a;al;h ~i&)"xbie fit% fk&ii;~$k%~ktt~~$b $&&6$1f$ ga &I 

paid in cash will be based on the number of ~toek i t n b  B ~ Y P X ~ ~ C ~ .  $ha fkm mi~j, @rLt kt &1k- Mr&rse;g likrc, 

(11) 1999 Restructuring Charges: 
In the fourth quarter of 199 9, the C ~ m p a n y  apptavtd ri pi&& kt? z,.struu::aZttc EEVC QQkti%:gt4au :5 ~:@@;~&F~B;$ ~~a$kf$ 
activities. In connection with this plan, the Comgaftp rtcat"rlXcd a ~ F G * ~ , Y %  :$5#y9t3a@:43 i8 @k*ji 

operating expenses, The restruccuting resuirs in hb ~t?du~dc.afi a%4% c@gpari&.;sa tq$w:elzgL d f&&+ 
process, certain job functions are being outroitrced xatJ <xtkk~bi~ ~ Y ~ E J ~ R % ~ E C ~ -  :%-I&' a@g:z%& ex%p$&~?a ~ e s g  - 
communicated to in the early part of Z\l'overnbcr 399$lf), 

As of: December 31, 1999, approxirnateiy $223 ,ia88 rri ~hc. gwra had b ~ r :  pard ;tirs%% 17 ~ t r j $ : j ~ ~ a ~ .  %giyj 

terminated. The remaining accrual of approximatciy S%+P3YL$~N 13 tsren~dkd %.E G&LF$ i7tiir%kze !dgjii.t;g~~, 
These costs are expected to be paid in 2800 and rh?: temsising 2%$0yce.4 tfiil! k ~ t g g a t ~ . e ; ~ g $  trp g&%, 

(12) 1997 Charges to  earning;^: 
During the second quarter of 1997, rhe Company raordcd opproxiraargiy $OE+',f 9[i,Xl$ ~i,g~.t,;t i:  gbis~~s~+ 
to earnings of which bl53,500,000 related rcr cantia~tng ~pg&&ztr,t,* &P& $djE&533grQ8 $ t ~ ~ ~ s ~ t x ~ a &  
operations. For conrinuing operations, the charges rcsgfreb :"ki7~t. 4 c;g.ev&it:irian c,$ -~~:ggi,itlr % T $ . C * ~ ~ & Z  

F.35 
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%r"pfe$ts i~dtseiing 3rs out-of-territory long distance aggressive growth strategy, accounting policy colza~gsa 
2% m a~zi~iparion of irs inirial public offering and currailment of certain emplqee beaeEir plaris* T:c~t 
di&rsne&ud ape~tttions, the. charges rcsrrited from pubiic utility regulatory commission orders i~tncl $kt: 
; l i " ~ ~ % i l ~ ~ ~ t  81 eerc;rin ernpfuyee benefir plans. 

~ $ 3 )  &Gb~dc TXZef: 
Be Zst3'fiotuingif a recotrcifiation of the provision for income taxes c~mputed  at federal statutory utes ta rhc 
a e i l  amwmt: 

1999 139s j STY -*- ----i--i. --".,"",,l"l. 

( %  in thousinelri 
bsad~darcd tau provision at federal statutory rate . . . . . . . . . . . . . .  $65,773 $11,558 $ 1,473 
katc ;tmlhe. ~ a t i  provisions (benefit)> net of federal income tax. . . . . .  1,266 1495 1 t ,3 52 
~flaa-m:,.s br &ads rtsed during construction . . . . . . . . . . . . . . . . . .  (1,072) (1,3223 ( 1,43 I t 
Yc?zi:ax5bk ib9e:sirelent incame . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,609) 6,932i i4,Zk) 
Wabmz&aiin of ~nvestment tax credirs . . . . . . . . . . . . . . . . . . . . . . .  (613) \54S) tGS9j 
$i ir l~~~ ~!!w~&i dcpt~oiation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,706 4,870 3,$}46 
& 

$a$; f~se::re &$i:u~meiit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,4S S (4,760) 56?! 
ir i,d~sps%y Xi& ~ ~ u r a n ~ e  . . . . . . . . . . . . . . . . . . . . . . . , . . , .  2,599 S61 f ,ZQlb 
$8: i~a t1~~ m'rercs: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8,290) (2,433) -I.m 

.+& a:h$gt n ~ t .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 72 55'1 1 I* 1 kS - L I* ...-.I . X U  

$64.587 $ 3.948 $_1,:198 -------.-.-- w s s l j  r&L****w 

~%%Q%BE;ZW~: 21,1949+ 1998 and 1993, armnulared deferred income taxes amounred to $4$$0,903$Qg0, 
$432,2%3+$%3t~ :zrrd 9488,31@*ODO, respectively, and che unamortized deferred invesrmcnt tax cc~djt:$ 
rmur.trd $0 59.303,004 S10,609,(lOO and $12,398,000, respectively. Income taxes paid d u r i ~ g  &c ywf 
sT:e$BgS,OOB, S52454,OQO and $27,?6S,O00 for 1999, 1998 and 1997, respectively, 

' 5 2 ~ ~  C + B ~ ~ G R X , ~  ~i ' i h ~  BE$ deferred income tax Iiabilit?; a t  December 31, are as fallows: 

C=i~n*d ~ z P ~ ~ ~ B ~  :a frabilities: 
. . . . . . . . . . . .  P ~ c t p z y ~  p5m: mnf equipment basis differences 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  %qaRd:~r~- &ss*@ 
Q E % % & R ~ I  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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The provision for federal and state income taxes, as well as the mxcs ctratggd ail edikd re sbdteeku;t&6%' 
equity, includes amounts both payable currently and deferred flot EsBy%t?ni in fi~t1rru;e $ ~ h 1 t ~ d $ 2 9  ~ ~ E G I % &  
below: 

Income taxes charged (credited) to ihe income statement fur 
conti~~uing operations: 

Current: 
Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

.................................... Total current 
Deferred: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Federal 
............................... Investme~lt tax credits 

State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I . . . . .G. . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Total deferred 

Subtotal ....................................... 
Income taxes charged (credited) to the income sr;ztement fm 

discontinued operations: 
Current: 

. Federal ........................*.......*+.++... . 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  State 

..................................... Total current 
Deferred: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Federal ................................ Investment tax credits 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  State 

................................... Total deferred 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Subtotal - .... 

Income tax benefit on dividends on convertible preferred securitie;: 
Current: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Federal 
State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Subtotal 



1999 1948 i c l i t *  -- -'-LI--+- x r -  ii i. 

( %  tn rhocrsfintlsi 
f4m:ne rari benefit on cumuIarive effect of change in accounting 

gxtndpte: 
PC- ~ ~ + ~ M n l :  

FcdersI', . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - (4781 ah,,d 

5fdtc: - * * * *  ..... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - -,+ 
P- -.-.,- ,#*"..8-*e *" - L,C 

Swbtfst~E . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (478) =m., 
-c --"- _il* --.* ,wa>s" ~* - 

Tarat hlcame sass charged to the income sratcrnent ( a ) .  . . . .  74 965 YS 097 3,5 s t --' 4 .  6 ,-, , 

Sfiwrns tmet; cbeged {credited) to  ;hateholders' equiry: 
hkrri:d iffcome t ~ x a  {benefits) on unrealized gains or losses on 

3writies :~lssified aas available-for-sale . . . . . . . . . . . . . . . . . . . .  (25,906) 32,7532, hX ?' 3 
Gweng h e f i t  arising irom stock ogtions exercised . . . . . . . . . . . .  .......... t'fdtk! 

. . . .  5 r t c 5 t ~  ~XCXPS. charged (credited) to shareholders' equity (b) - f, C$+l (27.1 68) -3&757 <*:&*, 

tzt5af inict~me rsx~s: tai pfus ib) . . . . . . . . . . . . . . . . . . . . . . . . . .  $47 ?97 $ SO) 764 $ I q) 84 "1. A ==-4T~%-i  EL%$^*$%^&, 

7b$ C.~::rrr~pd~.cl~f aitawativt: minimum tax credit as of December 31, 1999 is $92,124,000, which ~3.~1 bs 
srninl furnard indelaidy to reduce future regular t a r  liability. This benefit is included as s debir ai:unirt 
*mr3cd iTt:~afiI!i? C&Xt2$,' 

t % f 3  In6;omz Per Ccrmmon Share: 
i%i on$ ge~~nciMsGnnaf t.he:.net incame per common share calcularion for the years ended December 3 t , lktcJtj, 
3948 23ii i 99f is 2s bifntvs; 

- , 19% 1998 1997 
-"---- -.,- ", r w b 

($ in thousands, except lor per share amounis) 
Per Prr iir r 

bcttme Shares Share Income Shares Share Incame Shi l r~h $h!yt: - - --w!?ww, 

:** I%r,fklS ger 
awtw&% sbgre: 
, %  . Of4.IQBti  260,1513 $,55 $57,060 256,879 $.22 $1Q,100 21;U,2_25 b.Q.1. 
k+f~& sf $ t $ ~ i k ~ ~  

V ~ F P ~ +  + . * . - h a - 1,779 - 742 - - ,53Y -" 
, , , . $!43,486 262,392 %.55 $57,060 259,621 $ 2 2  $10,100 260,824 $fit 

k!l &wc $m&x~nnx% repzescnt weighted average shares outstanding for each respective period, All per stJ,lr~ 
smm~ais;n:+ @MI: ken adjusted lioz subsequent stock dividends for 1997. There were no stuck diriskncfs 
ddskrtd in $999' 'fit: diluted net income per common share calculation excludes the effect ~f potenrrjrtlfi 
43ihzwt)% 9 6 8 t ~ s  w h n  their excrkst price exceeds the average marker price over the perlod. The Cnxnpany hrr+ 
3ri,0Z%,kmg ,grhir$-t".c: of ~ ~ ~ P E F E ~ I I ~  djlutive Mandacorilp Redeemable Convertible Preferred Securiries 3viaiczIl 
rtt. cnn~saitobia $ G ~ Q  somnnclfi S E ~ C ~  8r a 3.76 to 1 ratio ar an exercise price of $13.35 per share ;tnd 
d r  3 xb,itiijrd ~r ~tces.,ora!ly 4ilrrtivc.r. stock options at a range of 510.54 t o  $14.24 per share. Thesr itemowrri: 
142k;4~e.96 &'lk I ~ ~ ~ W ~ Q C P I F S ~ T ? C ~  dividends and were not included In the diluted ner incume per con~mar~  shwe 
:a$~*~xfmm drr: m y  u$ the sbat-t. pcriods as their effect was antidilutive. 
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(15) Comprehensive Income (Loss): 
The Company's other comprehensive incame [loss) far thc ~ Z P  

follows: 

Net unrealized gains on securities: 
Net unrealized holding gains arising during period + + + c. 

Less: Reclassification adjustment far net gains r e a h d  in aez 

Net unrealized gains on securities: 
Net unrealized holding gains arising during pericid + I. ; p& r qg,- 4gq5;gr a..r ,. ,$ zt3 II kai:i; .Aq2% 

Add: Reclassification adjustment for net loses rcctiled Sfi. tiat 

g., g..: 4-64 $, -p ~ ~ 9 %  -. my.; ,,,. *, Other comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . ,dJJw wHB ----.,*,+-,- 

(16) Segment Information: 
The Company is segmented 
regulated and competitive co 
a facilities based integrated corn 
throughout the United States. 

items. EZZTDA is a measure 
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@*.yf=I?g5 $0 G B N S O L ~ C I A S ~  i D  F I N A N C I A L  S T A T E M E N T S - ( C o n t ( n u e d j  

w~a2'" ~f i fement  agreement, rmructuring charges, pre-acquisition integration casts &nd ~ r ~ ~ ~ ~ r i n n  
cQrh-%@~ial item5 for 2398 indude separation costs arid the HTCC inverrment write-off, special ifenlr ir,i 
I397 indude the 1997 charges to earnings. 

Cctmmv~~&;rtinnsz 
R e ~ k i s s  k ~ ~ k ~ d h g  special items , 
hreiscment rere~ues .....*.. 
&venues as reported ......... 
Dle~rc~iatPan , _ . . . . . . . . . . . .  
Op~tatlng iorome floss) ....... 
E R r n a %  .................. 
edpiral ap.nditures, net . . . . . . .  
Tngsi igment  ssscts .......... 

* st 4,167.003 of the 199? &ages 

. . . . . .  

. . . . . .  
. z . .  

. . . . .  

. . . . .  

. . . . .  

. . . . .  

. . . . .  
earnings. 

Year En+d Dertrnhc& 
,,--+*_ ,J- -__i 

1999 
-__C 

1345 1 yo- -"- -..-A- *** %<' 9-,- 

td in thousands) 

!q *..- . -..:. 
k -vmuc3. 4 ....................... . . . . . . . . . . . .  
.ji"tet*gezm~st ge~rltlues . . . . . . . . . . . . . . .  . . . . . . . . . .  
Rrrenatr rs rr.psired . . . . . . . . . - . . . a .  . . . . . . . . . . .  
I)e~rgcia!ion 
<)=,". ~ . . :. . . . . . . . ‘ . . . . . . . . . . * . . . . . . . . . . . . .  
- petatmp brr . . . . . . . . . . .  .................... 
EIH'TUA . . . . . . . . . . . a . F . . . .  . . . . . . . . . . . . . . . . .  
Capirr! ~&pnndizurcs, tier. . . . . . . . .  . . . . . . . . . . . . . . .  
?ial rcynienr arrcrl .......... . . . . . . . . . . . . . , . . .  

8 $ p w i i i r i  ~d-,~a ip a ~ o - ~ s h  fapita1 Lase additions. 
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N O T E S  T O  C O N S O L I D A T E D  F I N A N C i P t  ST&TEtq~EP4T$-=~Efa~-:.*. : ,e3- 

,+ = ,  *- a * - f  -- "la a- &+*&:?~z'g- The following table is a reconciliation of certain segment inr~jt; tt+ the tistat CG_~%SC~? $ 

.y- vdkE 'g.m.-i .% ;*- - -.i; .-, j* 
., . ....d.L.-&-.<e, ~a?:~&~,E.3~~%bP:T?s:zk& ;~5G-~~,z~,~. - 

* c,' '. .- .............. 2 ...... :+a$. , ..--.,-. -.--. "z.i%? -,".--.---- .., 

(4 *C &$~5gmgg$ 

EBITDA $ .$.%> ,;., 
Total segment EBITDA . . . . . . . . . . . . . . . . . . . . . .  . .. ,,,lr....p , @;! 5. 3 *-. qt..p$j %.,$ = . $:, ~ q % ~ % . ' p  *,u; .&L 8 

,z T-L1 ..%% $ " ..$ ,.%.,'$!&- 4%. :$.$@: Investment and other income . . . . . . . . . . . . . . . .  , . - .  ,. ,. ,we.5 ..3i +. ?.. t~ . +. ..... +it 
i=LV 3jL 

-2: -974 ;. Non operating gain on sale of subsidiary stock . . , . . . . . . .  <. aL-a.,&% 

Special items . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ~ 6 g  -: &*. g!g @ ~ z ~ . ~ ~  t $3 ,.y: ~2~~ ,4@t& . .. .$. 

s .' .&,,.: ;&!%; Discontinued operations . . . . . . . . . . . . . . . . . . . . . . .  . .  . $ .,.,..;r.. v$$J$$ ................ -,&-- g32%JP$ ,- .........& , -zQt .$.&& q,,77; 

.. .% "r ,$? $&:+?>g.=. . ,- ,,. * 4  .~~> '  

Consolidated EBITDA . . . . . . . . . . . . . . . . . . . . .  , .. + . . g,. ~ j j ~ ~ ~ + + ~ ~  :L-., . ?.::-:.d $.-, $@@L-@%. 
-: .......... - ..-,. -.--c-- 

Capital expenditures 
s?. f -  Total segment capital expenditures. . . . . . . . . . . . . . . . . . .  % 472,871 $ .S@$k,4r8 'ff .lb%..&& 

General capital expenditures . . . . . . . . . . . . . . . . . . . . . . .  6, $"& f 23% $3,$24 
Discontinued operations capital espcndimres ............ ,,,,A";,. 4"  ,r> 5 q1.T --N.72._._IvJ~~~ ip'C 1$ EL -_ d&L ~~~~:~ $@$ $%$ 

. . . . . . . . . . . . .  Consolidated reported capital expenditures 5 &ES,Q@ 5 5$2:233% 3 $24 :+&@ - ~ * ~ - P -  -- -:,"-- - 

Assets 
Total segment assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,697,S66 @q$'$,k%-" 'K2,i%"syr' L - ,_ 

$?%7,$2$ $t$:',$~? General assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  * & 4 ~ ~  $4F 
*I;& 9 [is &$A@% $. Discontinued operations assets . . . . . . . . . . . . . . . . . . . . . .  , - -  , , ,..,,L,-,,A 2 ,  

i)E 2- i r  Consolidated reported assets .......,..............a -7.. -F,"$+$ $qLQF$.*3 4% $ ~ ~ ~ ~ 2 s ~ $ ~  Z&--vw -4%%+2=g5 --.I- 

(17) Quarterly Financial Data (unattdired): 
$J&* &!$** @F$ 

*,I - .,.: .- . ,  ... 
,ard,7,7 j;&$y&ygj&r3$$g;; $*<;; 

Rg%?:tsltj. , 
.&%,",Z. ..L.a-.% 

St?, $@$igp 
LV?..... ...*.dLd...,.. t. 

g:f,ili,$ji 
<.>A*, ....... ... .... g$i&%p?? +,*.-.,<%?*~ .*, 

{,$ &$s$g&ra&gf 

1999 
First quarter . . . . . . . . . . . . . . . . . . . .  . . .  $264;?%! $$',4*,$,$;$ $..:23&. % 1 .$ig.k. 

n;u: yis ap Second quarter . . . . . . . . . .  , , . . . . . . . . . .  273,946 ;:v !<xi& G!,jiX L z Q" 

'T-1 .;$'? f 'f ,!X(j<$ $1 Third quarter . . . . . . . . . . . . . . . . . .  .. . . . .  *. st-".  
<$$$ 

,' :;%j '!y '1%. pp .3  Fourth quarter . . . . . . . . .  , . . . . . . . . . .  -, 2?7,2'1% ,. .&t 4s& 
iz$: 

1998 
First quarter . . . . . . . . . . . . . . . . . . . . . . . .  $224,540 $21tT7 3 $r 0 0  $A@ 
Second quarter . . . . . . . . . . . . . . . . . . . . . .  224,51 X S .Sp&iZ -ti& . t ~ g j  

Third quarter . . . . . . . . . . . . . . . . . . . . . . .  23tr,324 E4,Grt- t 'Q#f ,Od 
F o ~ ~ r r h  quarter . . . . . . . . . . . . . . . . . . . . . .  247,453 !,'i;sa .9f ,$ ! 

First quarter 1999 results include an afrer tax gain of ;~pl>roxirn:uely 5-12,9Ml-OE%h t%e s$k <~ewte%&uk 
CeJlular stock (see Note 5). Fourth quarter 1998 rcs;t~ics it~dt~de ass irj'rssr t%k g d h  a~pprg~%i@,at&i& 
$41,700,000 on the sale of Century stock and at? afrer rax gain sf appzeximat6'1y sSE,irtCJ@vllffO@zr :Ek.z"k,d&r-s[ 
rhe Company's interest in a cable joint venture (see Kotc 3, uffsct by ;!$E~I~I.% ~ia$aqr imp~~gmrag &&og~daf 
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s%%@xintateIy $t2,3irG),000 (see Note llgj), after tax costs of an executive rctitetmcnr ngtectpcrxk $7: 

%*206&Oi& after tasresnucturing charges of approximately $3,600,000 (see Note 1 I), after tax i m p ' b ~  rtf 

a-axie:atsd depreciation of appromi.meely $3,000,000 related to the cllange in useful life of an uper&tirm 
systex~ at~d aftct tax pre-acqu~irion integration costs of approximately $2,40O,QUO (set Kercc.; $Ii 

Fist qumer 1998 resuits include an after tax curnularive effect of change in sccoundng priixiple. n6t nl 
rclarcd minorit). interest of approximately $2,334,000 (see Note 1 (k)). Fourth quarter 1998 rcsuirs irritbh- 
grr d i e t  EX K.rlte-~if of the HTCC investment of approximately $19,700,000 (see Note S f b  

3%~ qaareetly BCE intome per cornmor! share amounts are rounded to the nearest cent, Arlnunl rler inl;@rsr~ 
cismrnon share may vary depending on the effect of such rounding. 

CWB) Strpp~rmmtal Cab Row Information: 
i03Fawing is a schtdu'te of net cash provided by operating activities for the years ended De~errrb4.u 31, 

1999, 3498 and 1997: 

. . . . . . . . . . . . . . . .  I m m c  $LO%! fram continuing operations 
P4af~srm~ars ro rcrsnriie net income to net cash pronded by 

# cpraairrg aaivitiest 
Ocpraied-an expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Nsn ~asta &arges tcl earnings . . . . . . . . . . . . . . . . . . . . . . .  
tn~~trnctllt. g;hins . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . .  Sert rash HTCC investment write off, 
. . . . . . . .  Carnuisdm efkct of change in accounting principle 

. . . . . . . . . . . . . . . . . . . . .  Gdre on sab of subsidiary s to~k .  
. . . . . . .  &!a~zwr;lt- far eqitit), funds used during construction 

. . . . . . . . . . .  EGro;k2re$ irlclormre, tax, and investment tax credit 
. . . . . . . . . . . . . . . .  C%an%~ i r ~  apciaing accounts receivable 

. . . . . . . . . . . . . . . . .  Ghetlge ;ici:ouuaa pfipble and other 
. . . . . . . . . . . . . . . . . .  Changr i-irr accrued taxes and inrerest 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  C&%i~ge it1 rsthet aaers 
. . . . . .  Net sdsh p-rorided by continuing operating activities 

dzt ~ ~ n j ; ; t ~ t ~ t i ~ f i  with the acquisitions described in Note 3 che Company assumed dcbr of S )3,SOQ,ijUh ~wrd 
$9,4MIm0 irt IBPg arld 1997, respectively, at weighted average interest rates of S,6% and $,2%,= 
3ss~riveip 

E XSI Rrairwcnt Plans: 
PeasSon Naa -. sk %i;arnpany and its subsidiaries have a noncontriburor*y pension plan covering all employees u+o hwvt? 
met renairz semiec art& age requirements. The benefits are hased on years of service and final average pay rsr. 
a t x e t  we;;ag~: pay. Conrributions are made in amounts sufficient to fund the plan's sner periodic pcat!ig'ret 
E Q ~ Z  whrlef c~midi:i"ing tax deductibility, Plan assets are ~nvested in a diversified pnrrfcllia of equity grlsi 
hxed~iaarrlar ~ c ~ ~ r ~ s i e s .  
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The following tables ser forth the plan's benefit obIiga~iorrs and fait vdireic oi fieaft awees ,,za x*%h~ci l i fW -3 f; 
1999 and 1998. 

Change in benefit obligation 
Benefit obligation at beginning of year .......................... 
Service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Interest cost ................................................ 
Amendments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Actuarial (gain)lloss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Acquisitions ................................................ 
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

............................. Benefit obligation at end of year. 

Change in plan assets 
Fair value of plan assets at beginning of year ...................,..a. 
Actual return on plan assets .................................... 
Acquisitions ............................................... 
Employer contribution. ..................................... 
Benefits paid ............................................ 

......................... Fair value of plan assets a t  end of year 

(Accrued)/Prepaid benefit cost 
Funded status. ............................................ 
Unrecognized net liability. ...................................... 
Unrecognized prior service cost. .................................. 
Unrecognized net actuarial (gain)/loss .............................. 
(Accrued)/Prepaid benefit cost ................................. 
Components of net periodic benefit cast 
Servicecost .............................................. $ 
Interest cost on projected benefit obligation .......................... 
Return on plan assets ...................................... .. 

......... ......................... Net amortization and defersal 
Net periodic benefit cost ..................................... 

i Assumptions used in the computation of pcnsion casrsf ycac.er~d Efcxlcigr~ r>!!se;j844a*ni~ W ~ P E  d.3 iii~sk<~?+f 

&.li$ 
<b*.-<," ,..< * & A  -, 2. $?is'& - -,. * - 

Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I a * . *  7&%44&,G3C Yz$Y&~$?~ 
Expected long-term rare of return on plan asscrs ............... $a2qT?&&.ij% %82$?$%ti& 
Rate of increase in compensation levels . . . . , . . . . . . . . . . . . . . . .  dF66j?+1t4*@?* 4+i,j%24GlJC+v 

111 November 1998, the Company acquired Rhinclander 7itf-e'c~mmttnicaaorr$~ IEC,~ tnt;rgid*rt$- 18 ~ C B S ~ Q ~ X  

benefit plans. The acquisition increased the perision bcncfit utrhig-lrisn h.7 SSs!J94,@Q0 art& &e fitirii$k4 r.tB 

plan assets by $4,884,000 as of December 31, 19913. 
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b >me 1998, dre Company acquired The Gas Company (TGC), ~ncluding io non-collecti~rlg h&~!~;ixtricd 
pasion b e f i t  pbn. T'he acquisirion increased t..he pension benefit obligation by $4,37fi,C)QO a~rrt ake fsss: 
witle of glxn assets by 55,991,000 as of December 31, 1998. 

Pa?rtre&amt Bmefits Other ?'ha Pensions 
'The Campmny provider certain medical, denral and life insurance benefits for retired a-nployccr ad, iher? 
hf i&f~i ;~r ie~  and cavered dependents. 

Thc lu@o\cing table sets forrh the plan's benefit obligations and rhe portrerire~nont bcneht 1irhilr;r 
mregaized on the Company's balance sheets at December 31, 1999 and 1998: 

'Ghr~~ge in benefit aliIigarSon 
Bacfir obl&~tSun at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . .  
'%S&CCQS~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
fn&r~st:osr . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .ptgfi - 5, : 
. sxrtrcwpartts' cirntribtrtions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Arnc~dd1l.w~~ 
ff%~ttzzUl fgaf~j~9oss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
tkeqtfSsi~irsras. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
k e & c s  poiel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
'hnsGg (~"trgatitarr at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

63mge in plan ~ % W E  

Faa i.aiue d ~ l a n  assrts a t  beginning of year. . . . . . . . . . . . . . . . . . . . . . .  $ 18,710 1 6?Sh I 
Ai,trtkal dc-t'itrrs on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,280 6 T? 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  P w s k t s y i d  (9481 - 
F~i;-apttyec cnatrrbutian . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I t  +s 1 498 --*A:.,"., & -&..-..?., 
Fair r r l ~ c  GI plan asxis at end of gear . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 7 0  4C0 S tR ,Y?D ==&&& 2+2J*fl%$lAk,44fav 

Reme4 ffCn06t easr 
fa~zifezh arafes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(2S,Ohl$) $i93,293) 
ih f t r :w i~cd transidon obligation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  359 71h 
t f ~ i - i ~ f i g i ~ i ~ d  ptlcrr sctvire cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 4-P=' 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Ifnfec~grnpd {gain) (14,9SJ) -+* (&.qfi&? 
Accnied knchi cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $139.662) Spi$44$) ---.--.---".". ---<--,-., "- r x c d  

C~jillpzber~:~ of ncr periodic posueriremear benefit costs 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  % C ~ Y ~ ' ~ C @ C M F + ~ ~ ~ , ~ *  $ 751 S 9@(3 

. . . . . . . . . . . . . . . . . . . . . . . .  %nta=xcnt msz rrtr prkijencd benefit obligation 3,431 3,323 
Rcr~cat cm assct:f~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ( 1,5441 ( 549j 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  K..'n amoraamriotr and deferral (825) {%$;'r 
i;~~r~,a$$mmc gal:$ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 

w- 
iy 00%' -+".Ek'". : 

%ef pctzcfdic p3rrzrirernenr bcnefir cost . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1,840 % 1 U04 - ~_i__.icir; -\i&%C All.% 

Fa?; ~JVB~C.;  83: rnri.lrutinp, year end benefit obligations, the Company used the same discount races as tvt.fe 
a&if for she pension ptan and a 7% annual rate of increase in the per-capita cost of covercd medical kneflrk 
+-siEu&'siiy dzcreas~ng to 5% in the year 2040 and remain~ng ar  that level thereafter, The effces ai ;x If$, 
rMgcase: t f i  rhr rrss~mrd medicaJ cosr rrend rates for each future year on the aggregate uf the s s r v i ~ ~  cmd 
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interest cost components of the total postretirement benefit cost tvouid br: $&7~,00CS and :be e h 6  &:t irtr 
accumulated postretirement benefit obligation for health benefits would be $5,S4S,i20Q, The CE~S d .s f (3% 
decrease in the assumed medical cost trend rates for each future year an the aggttzgaro of the scwtgt l a b  
interest cost components of the total postretirement: benefit cast wo~lllld be $.C338,i)Of3) and rke ef!eut r s ~  &.re 
accumulated postretirement benefit obligation for health benefits w*uuld be %f3,4,Vf;,UBkb!. 

In August 1999, the Company's Board of Directors approved a plan of diwes:stitur~ for the ptihtic servkw 
properties. As such, any pension andlor postretirement gain o r  Ioss assnointed tvtrlr &r &.cic$do~&e tbre 
properties will be recognized when realized. 

401(k) Savings Plans 
The Company sponsors employee savings plans under section 401fk) of rh,c tntern,rf Revenuc: Cde:, %e 
plans cover substantially all full-time employees. Under the pians, the C ~ ) m p w  p~csi"ie~ ~rnecki~g 
co~~cributions in  Company stock based on qualified employee contriirutions. Mntck~mg contzibutii~rrs wcce 
ES,850,OOO, $5,795,000 and $4,883,000 for 1999, 1998 and ISBY, re.cptctivc1yL 

(30) Commitments and Contingencies: 
The Company has budgeted capital expenditures in 2000 of approximately 959fi,@Q(4,0h10 li:rei;Eerdiag 
$38,000,000 of non-cash capital lease additions) for conrinuing npemtions and %169i3hTitt@t~il Fa~r 
discontinued operations and certain commitments have heen entered into in csnaazrion tkrrer-tdrA, 

In December 3 999, the Company entered into an agreement with N~rrtrl 141 otrtsoutte elcdicrtts 6f fl&k5 
central office engineering and commissioning o f  the Company's nerwark, Tht Cwmp,ts.~'"sct~'t*7i~tr~za~c 
under this three year agreement is approximateIy S69,OOQ.OOO for 2600, fbT?B0b~r006 ZEXO$ iit~d 
$35,000,000 for 2002. The 2000 capital cost of th;s concract Is indudcd in the: JG180 knttigcegd ~i ; ;3@~& 

expenditures. 

'The Company conducts certain of its operations in leased premises and sko \@&stti cefrain r~ t~pfz t e t~ t  i17t4 

other assets pursuant to operating leases. Future minimum re.etrt;ri ct~tnfi.ritmmua tor aik I~~airpt~~ff~  
noncancelable operating leases for continuing operations art. as Falbm: 

Year 

2000 
2001 
2002 
2003 
2004 

thereaker 
Total 

Total rental expense included in the Company's results of operations ior  rhc yems crtdcri Decel~tV.ncc $4, 
1999, 3998 and 1997 was $30,855,000, $27,964,000 and Ll9,07&,QOYT, Z C S ~ C C ~ L V F ~ ~ ,  TRc Cn~-~tg~~np 
subleases, on a month KO month basis, certain office space in its corporate office rn a obnrkablt. trruadntit$.rer 
formed by irs Chairman. 

In 1995, ELI enrered into a $110 million construction agency agreement a~trtri an c k p t a r i ~ ~ ;  f.$d;lbc 2a;%-a:s*.!?t$bd 
in cannection with the construction of certain communicatiuns rlettvorks and fibercable Iirsks,EE.I scrvcd4%3 
agent for rhe construction of these projects and, upon cornpfetiotk of each project, i e m d  rhs laisbliirtait f i r  4% 

three year terrn, with one year renewals available through April JO,ZO(~2.81: Utccrnfrcr 3 i .  i"9tkait~f Egi198, 

F-35 



q:itracns Lirilicrcs Company and Substdiar~cs 

EW arzs- Ieasing assecs under rhis agreement with an orlglnaf cost of approximately %109,.$.tl&l1l~a *.tad 
9S7,426,QEk0 a t  December 3 i ,  1997. ELI has the option to purchase h e  faciiitiesat the erld af rhe f c ~ s c  kerf. 
for rhe m o u n t  of the lessor's average investment in the facilities. Payments under thc I e w  i t c \ ~ c ~ t i  @a 
tarrent interest rates, and assuming continuation of currcrlc interest rates, payments would nppr6x$g$$%:w 
ftLf million annually through April 30, 2002 and, assuming exercise of the purchase nprian, a f i rat 
paynzertr of approximately $110 million in 2002. In the e~~e!?r ELI choases nor to exctcise <his ulytiaa, Rg$% 
ntliigated to arrange for the sale of the facilities to an unrelnted parry and is required to pay cht knrrr. ar\;- 
diff t r~nce knvecn  the net sales proceeds and the lessor's invesrment in the facilities, Efotvr\vc~ &try arrifsw*- 
required to be paid to the lessor is subject generally ro a maximurn of 80% (approsirnately $88 t r~ i j l rc@t  4 
rbc Zessor's investment. The Company has guaranteed all obligations of ELI under r h ~ s  nperarioyi i i ~ x ~ a  

EU has entered into various capital m d  operating leases for fiber optic cable KO i r ~ t c r ' t . r ~ c  t.:t,lJk fucxl 
networks with long-haul fiber optic routes, The terms of the various agreements coverirzg rhmrt trrttrra r ~ a ~ g ~  
horn 20 ro 25 years, with varying optional renewal periods. For certain contracts, rerrtal paytlrerrts & % B P ~  

nrt s percentage of ELI'S leased traffic, and are exclusive, subject to certain rnini~nurns, For cltr'l~t' r;<wffzges, 
termin minimum payments are required. 

EU has also entered into certain operating and capital leases in order to develop ELf'r Iocai rterwtrilrw, 
rneluding an aperating lease to develop a local network in Phoenix and a capirnl lease tut Ssn Friifraaca. 
a p r ~ t i n g  lease in Phoenix provides for rental payments based on a percenFagc crf rhr newark3 tipuri*;rrtnlrt_ 
Ea~omc far G period c ~ f  15 years. The capital lease in San Francisco is a 30-year indrfrnsiMc drsd ex;i~bh?~ 
sigh; ta rrse agteement for optical fibers in the San Francisco Bay Area. The I'hacnix apt,-;ltinglti~sk rretivf3ftL 

is crrrrently operational, and the San Francisco capital least: network is expecrtcf t-4:) bt:mfiuc rlporznc%~ihit in 

rma 

;tYI~mmum payments on operating leases are included in the table above, For payments un cl;~g\r,al [sbres, iugr 
xotc 7, 

T h e  Gunzp;tny is also party ro contracts with several unrelated long disca~rce carrrcru. "Pile cgtikrr$ct$ 
p:wlde ferr based on leased traffic subject to minimum nionthly fees aggregaring as islltr~c~:~: 

Year -- Amount 

I$ In thousands) 
2000 $ 36,840 
2001 3 1,490 
2002 6,120 
2003 5,960 
2004 4,200 

thereafter 12,600 
Total $ 97,210 

'The Z?crrnont Joint Owi~ers (VJO), a consortium of 14  Vernlont urilities, iacladit~p, the Cc,it~~r,rrry, hat# 
entered inru a purchase power agreement with Hydro-Quebec. The agl7cement crsrrsins t'+rcps~gi' 
prrrvrsitans r'nac state that if any VJO member defaulrs on its purchase abligacinn under thr Qt\OMSgF ~ $ 7  

purchase power from Hydro-Quebec the other VJO participants will assunlc rcsgnnsibi.1~r~~ f3r P E I ~  
cfcfnukingparty% share on a pro-rata basis. As of DecenrI7er 31, 1999 and 1998, rhc Cungsny't cihlinntios 
iir~clcr the agreement is approximately 10% of the total contract. The two lnrgest pnrrici~.rgnrs in rhs! V j O  
rcprficar approximarely 46% and 37% of the total contract, respectively. During 1998- fhece ~ i i " t ; i  fIE&$r 38 

par~icipanrs have each experienced regulatory disallowances that have resulted ia1 crcdtt wring, di~vae~:tde.; 
and stock price declines. Both of these participants nre in the process of appealing tttr rcgwi,tzc~r$ 
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disallowances; however, both companies have stated thzr an usrtatr~fafrle ruEmg CP,U!S~ gctqP:&t."d ' ~ b k r ~  
ability to continue as going concerns. If either or both of these csmpnie!~defsrlfft clkr thw fib$r+fladi w&~~F 
the Hydro-Quebec agreement, the remaining members af thp, Z;,f0, iiic$x~indi~ng &c ~ c a r a ~ & ~ y + ~ ~ d ~ ~ % ~ 5 5 ~ t ~ z 2 ~ f e ; k  
to pay for a substantially larger share of the VJO's total power p~rcfS;~se (sbtI$&t141&t f ~ ? :  &r @r~a&J@? *xi+&& A- - 
agreement. Such a result could have a materially adverse effect oft the Gnatlciaf r~s&t-cri &r%.-~:%pi@. The 
purchaser of the Company's Vermont Electric Divisiorr has agreed a: ~Ecmng t~ $F~&XIS &F u' G % D ~ + Z + ~ S ~  
power purchase obligations under the Hydro-Quebec agrematy and the <io%$%~ny B+k< apfrcif4 W 
indemnify that purchaser against losses resulting from the " s ~ ~ ~ t i ~ "  pr~st-isfoa i~ %h>t rgzeea%wrv 

The Company is involved in various claims and legal actions atisirig ifi the OF&TMW I T ~ E Z " ~ ~  ek k~~~~itiess,~ 5% 
the opinion of management, the ultimate dispositian 06 these mattms, :tftlss c t : ~ , n s ~ ~ f c f r ~  13i?iabd&ae iU~$?&$"i-, 
will not have a material adverse effect on the Compaay's conir~lidst.ed $ r f ~ i l ~ t ~ # E  ~ ~ L ~ x ~ ~ < ~ C ~ .  z5gk$ *?$ 

operations or liquidity. 
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C O N S O L I D A T E D  F I N A N C I A L  D A T A - ( C o n t i n u e d ]  

Basic net income per share of 
common stock . . . . . . . . . . . .  -2% $ 0.SS $ ,Z2 f 

EBJTDA -per share from continuing 
oper~tions (4) . . . . . . . . . . . .  3% $ 1 . 3 2 s  1,23 % 

EBITDA per share from 
. . . .  discpntinued operations (4) 

Total Company EBITDA per 
share (4) . . . . . . . . . . . . . . . .  

Book value per share . . . . . . . . .  
Othcr Financial Data 
Long-term debt to long-term debt 

and equity . . . . . . . . . . . . . .  
Common equity market 

. . . . .  capitalization (in billions) nla S. 3*7 S 2 J  $ 
Equity market capitalization 

(in billions) (6) . . . . . . . . . . . .  

( 3 )  For 1999, special items 

( 6 )  Includes convertible preferred securities. 
(7) Equity market capitalization plus marker valuc af tong-term Lbt. 
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5 P G T O q  F I N A F d C f A L .  A N D  O P E R A T I N G  D A T A  

Five- Year 
Compounded 

-5qarjng dawj ~nnuaf Gro-ah 1999 - 1997 1996 1 V:,i. lg98 
L - - - - - - - - . . X  r hi,.- r .*-a i,>L.^< i " , -s 

Ciairmg ~ o n n n r ~ t i o n s  - 
4.- 

C--c.x----"rniiri-ni W-A"--*%,."" ** 2 2 

%kc& lfittcome Statement Data 
Raw#&$ 
%m-ot$ BCC~S S M P ~ C ~ S  + . . . . - . 14% $ 5133,365 5 432,018 5; 403,990 5 35)1,151 $ i?4,Y$: 
b a a !  ~e>&ark sziiices . . . . . . . . 16% 287,616 262,139 250,521 232,2$4 19?P)@$ 
k r n ~  Jaraacc tnd dara sefi+cei . . . n/a 76,495 96,584 104,914 59,&?2 14,2$7 
i(3l;rctop swoim . . . . . . . . . . . 13% 33,419 31,693 31,982 38,248 2dk%drc 
tltbef e * .  ' a . e . c + , . .. . . . . . 14% 48,343 44,914 48,922 50,084 2Q,4$& 
I3airsatiuils- ! f t , . . . ' . . . . . . . . d a  (46,03 1) (32,407) (23,573) 1 F 1 , 4 k ~  
T i t  r&*m#es . . , . . . . . . . . , . 15% 903,237 835,039 816,756 7S2,lOY S$t+,€"y 
Xematk ace64 , . . . , - . . . . . . . nla 80,320 89,514 96,303 61,432 fO,j?Jc 
~q~%t i&z tba  1 ~ c j  asnorthtion . . . 23% 221,285 181,656 175,363 13XiQ22 jt+I,LI$ 
M&r aptwing ftuptw. . . . . . . 18% 491,300 440,351 431,861 3 . 5  1,,Y,e,.ta$ 
Eimkiirx:lnfis 1). . . . . . . . - , . . . nla (48,843) (33,468) (26,914) [lk,.F$fJl fL.ia%%r~ 
- ~ ~ ~ i t i s g  t'~dam6 . . . . . . . . . . . 1 % 159,180 158,986 140,143 231,823 IYl,S\ii 
$kwirl E~CTRS i Z j  . + . . . , . . . . . . nla (55,453) (1,419) (142,7233 - --? 

Ow,taaing tncomc 'ttcrks] induding 
2 ~ ~ t 5 s t ~ ~  - . - , -  . . , . - 7% 1 0 3 , ~ -  157,567 f2$80) .--. >2.1AgrLt<,- - a4ic~JJ 
EWI'DA aab &gitd Elrpeaditurc Data 
E E m A  $3 . . . . . . . . . . , . . . . 10% S 3 8 0 , W  S 340,642 S 315,506 $ 379,843 5 3fH4#$j+ 
<>yita! espfi4iture . - , . . . . . . , 24% 227,176 201,453 26.3,011 184,Qd 1 1 .k lf~.J? 
li;g~\ja%?)t' !+), . ,,. .,. . . . : . . . . 7 ~ / o  1 5 3 , ~ ~  139,189 5?>4?5 .d_?%.8,u$ .-___ L:{&?J- 

Bdstl-c gh-~rcct Data 
* 
~r:t&~sset4 , r . . r - . . r , . . . . . 8% $2,422,572 52,438,978 $2,313,535 $2,204,149 $j,ijX4f!r 
Scrpkmt. - + . . . .. . . 
-La-, b"a-03- 

8% 2,106299 2,122,858 2,022,176 ,J~~&~f*~,A,d~~I~~cl&":ftf 
t ; w ~ f ~ g  aata 
i%dc~%l; f r ~ ~  , , . e . , , . . . . . . . . 7% 996,757 951,513 895,880 834,180 F 6 , " f ~ t  
P & e ~ t ~ t  pzr awes$ Iine . , . . . . . . 7% S 906 S 676 % 912 $ 902 $- 
;i~za&cd a~xcss mii~u:ts oni use 
~ r n  a $ P ~ t m f .  , . . . . . . . . . . . . nla 5.224 4,526 4,496 4 . 3  t J,lr;B 

Ewp3cqzrl . * .  . . . . . . - . . . . 8% 3,634 3,562 3,520 3,2W 1,8875 
%-~"t@a~" !~;lng dsranec mmuzes 

ai ikw :?I% rtil/litba$f 
-!a rscritary, . . . . . . d a  51 9 483 435 2E - t c r r i ~ o ~  - . . nla 5 1 221 414 lfid I t  - t~~taZ . . . , . . . . . . nJa 570 704 849 3Kh %I 

Cs%:al%' ? t r rq  di,t;itncc cGusamcrs 
- t .g i tn?tnr) . , .  . , , . . nfa 239,037 230,871 236,000 179,151 4 yl hf til - r ~ t  af mrirory . , . , n/a 1,772 8,101 22,000 40 B U , ?  fi,"SLi; 
~ - f c ~ r d , ~ ~ .  . . +  ... . nla 240,759 238,972 258,000 219,138 jsR 74 

;:zzcra~* Img B~taace ~ f i  tcrritorji 
L k"-:~~tet nlarka sitars . , . , . . . 

/ A "  ,,.I >I .d~, ' I IXt . IuL-- -x .^-u. - . . -~  
nla 215b 24% 27% 2 1 h q p  -- . ...-,--* **.+. - 3.- 2 . 

?+;n:r Tr,lt.~t tEi~fr. wds PIQ. znlnu;rr in 1994, rtla IS prcscn:ed in the compounded annual growth rare calamn. 

1 Fbcn,i:a:e>r~s t rp i een t  antv~tiw LStween the Company's local exchange operarlons and ru long-dtsraecr arid rntripaiu'ii: ttrirl 
i!ttrluag rnpeiariir ns* 

5-  F+'2.s ;%"+ $petal i t r m ~  Extude asset impairment charges, accelerarcd deprreiauon rclared to tho char i~v  tirr ueig1 iif# v j  e& 
fipetsa;@gsps2c:zr, ccr*rtr; aiuocia~cd with an executive retirement agreement, resmcmrlng clrargrs, prt-asqvii1rta~ tr\trg~~t~ar~~ ci*;lrs 
a i d  +cptuton t t ) ~ ~ ,  For 199tt. specinl items incIude separation cosa. For 1997, specral items inclntie clmrgrr fat rkr carrqiimwf;t 
08 %t:$ai~ lopry, dl~tancc semicice opcrauons, benefit plan curtaifmenrs and relarcd regulatory aseit  1l8p+frqta~\~b, 
sc;~~e;iirrr~at~~rtu.m tnfomariorr systems and software impairmenrs, and charges related to certain rcrgularocy cunirnisann 4Uaiztt 

? J % $ ~ e ~ t r ~ g  *wc>rnt crdlid~ng special ttcms plus depreciation. 
a? Z&FFD& hslt ssptrrrf expcndirures. 





S h a r e h o l d e r  I n f o r m a t i o n  

Ors February 24,1992, Cirizens Utilities commenced rrading on the New Yrxk Stuck Exch!~;(ifte: b ~ t k e ' ~  rtii! 
symfsab CZNB and CZh% for Series A and Series B, respectively. Effective August 25, 1947, E:~f~serti. 
Cornman %rock Series h and Citizens Co~nmon Stock Series B nvcrre combined inru LI sing!$ scfirr%sr%rm$tng 
stack trading on the New York Stock Exchange under the synlhol CZ?<. Citizens Equiq Praviit~ng P~et~i"lipr$ 
hmme Convem'ble Semities (EPPICS) is listed on the New York Stock Exchange unidu rhc ~~irnbrti 
CZhTf' 

cC)rt.&%ity 18,200.3, at the Annual Meeting of Shareholders, the shareholders of the cornparry ~ i - ~ r c  ot; da 

praposat- ttr change &the name of the company from Citizens Uriliries Company ro Ciriz-ens <.~t~mtr~ttt~tc~atstti-,  
The approvai of this proposal tvil  have no effect upon rhe company's stock splrlhotr or trpcin ~ - e t ~ i t i ~ ~ l t t % c  

is~aed by ar on behalf: of the company. 

As 0% February 29,2000, the approximate number of registered holders of the company's comftlon stezrk 
was 41,020 arcording to Citizeas' transfer agent. 

Thhe tshIc hefotv fisrs &e high and low prices per share for the periods shown. These prices ~vcrt' S ~ ~ C I I  tel,ip 

the daily quotations published in The Wall Street ]our?zai during the periods indicnrecf, I'r~cca k3ve t.irefi 
$djwsced ta the nearest %tith for subsequent stock dividends. 

1st Qumer 2nd Q u ~ r r e r  3rd Qunrtc.~. dxh C>rr,trtr~j 

--&.'a'-- High Lorv H~gh Low High LU_Z ......--, }!?.& *, ,-.. 4 uw 

189% 
CZ% $8'h $7% $ I ~ ? ; L  $7"/16 $12746 $1Q% $\if'!tfi S1t)" 6 %  

E~EEu--.--w- S42'h $38% $455/~ $S;401/4 $52 - - - , . - A -  $4S%i /a$Sbc ,-,My, 3 $43"3i ,, 

ZYPBr 
f . - z d  510% $Q% $113~~ $954 $10 $6% $ 9 ! a ' j 6  $'"!A 
EPblaC2S 
-*& -.'-u..,.w-.,4- -- $49'%'i6 $47 $SO1/J $47%6 $47Y8 $40l/~ -$$-I!$., "v ,.,* $i3,:?)t,v 

3- 

E D C  I 5 ~ ~ ~ m ~ r  31, 1999, prices for Citizens Common Stnck were $14.25 high, $14 bw, gslcl h r  EITTlt%;"i 
$36-$8 highs $55.38 low, 



C O M M O N  S T O C K  

Citizens historically declared and issued quarterly stock dividends on irs common s tak  based orr I& 
~~uttlber of whole shares owned on the record date for that dividend. Under current stature ;and ~gdatiuns, 
srock dividends are not taxable when received and are treated a s  capita1 rransacu'otts for fedtra! income ox 
purposes, when and if sold. Gain or loss is based on the difference between r~ajes price an8 zidirts~ed basis 
per share. 

Effective with the fksu quarter of 1999, Citizens Utilities discontinued paying dieidends Q--n i& 
common stock. 

BOOK E N T R Y  

Book entry prosrides registered shareholders of Citizen 
number of shares credited to their accounts a 
receive cerrificates representing his or her stock di ' 
rttr: quarterly statement and mailing it, or a wri 
Transfer Company. 

S T O C K  D I V I D E N D  S A L E  P b A N  

As a result of tlie discontinuance of common stock dividends, the Stock D 

D I R E C T  S T O C K  P U R C H A S E  A N D  S A L E  P L A N  

Registered shareholders may enroll in Citizens' 
sharehoIdcrs may participate in the Plan if their 
pgrmitting them to do so. The Plan provides s 
additional shares of Cirizens common stock by ma 
shareholders pay for Citizens common stock i 
and includes z commission of two cents per s 
currently a $6 transaction fee to purchase stoc 
a way ro sell shares of Citizens srock. There is 
sales transaction. For information andfor an 
Tripsfor Company. 



STOCK S A F E K E E P I N G  P R O G R A M  

7hc Safekeeping Program, which is voluntary, allows shareholden to mail their s t i ~ k  clrrrik;ifr; (12 

Citiuns' transfer agent* Illinois Stock Transfer Company. Upoil receipt, lllinois Surck "rRknriri cnhi?rr t-ktF 
Aareb~lder's a c c ~ u n t  with the appropriate number of book entry shares, cancels the rct\lqi crrtifh;ggs, atid 
&rues a srarernent reflecting the transaction. A shareholder rcquidng crrtificatrn for rnic ot plcdEgmar 
*equ~c them in writing (by mail or fax) at any time from the transLr agent. For iniarmittiaa 4~bof,tt tbil 
Program, please concan Illinois Stock Transfer Company 

CI?$ZENS E P P I C S  

Cirizens currently dedares quarterly distributions on its Equity Providing Preferred !ncuw i:onuernHr 
Securities (EPPICS!, payable in cash. Citizens EPPICS must be purchased through aiid hcid hj .r hrvkt*:rr ar 
cusiodiat iastitution. Please contact your broker, cusrodial insrirurion or Citizens' Invrsrctf Rr&i132ni 
dcpament  for additional information about this security. 

STOCK T R A N S F E R  A G E N T  

Questions from registeied shareholders concerning stock transfers, the Direct Stock ParciTnrr i lrldSdi~ Phrn. 
Ihc Stock ~ a f ~ k e e p i n ~  Program, account consolidarianr, losr certificarcs, chaugsr uf oddrar. rt~crtpt $18 
duplicate material, and any other account-related matters should be directed ra illinair Siagk 'f%knP!gr 
Company by telephoning 800.757.5755 or 312.427.2953, or by faxing to 312,427'2879, or bywtltlfir ttr 
Cirhnr d o  Illinois Stock Transfer Company, 209 Wesr Jackson Boulcvntd, iilirq Bti3. 

Cbicrago, IL 60606-6905. 



W O R L D  W I D E  W E B S I T E S  

Company information, including quarterly and annual financial ptrblic~r3.~sx~$. pieslj ~&i~,hsw~ f@&@ks g 
Citizens' senior management and other materials, may be fotrnd ar ~w%tur,na.  Fili ~~f&maf,f@z"t &%%L$ 
Citizens Communications' products and services, visit t~~~~rv.cidtcnsct7nl~m1~1ii~t&~ioa~.~fr?~, 

S H A R E H O L D E R  I N Q U l R f E S  

Quarterly and annual financial information is mailed to 
materials may be directed to Shareholder 
Headquarters by telephoning 800.245.884.5. 
Form 10-K report filedwith the Securities 
the company may be requested by telepho 
emailing Citizens@an.com. 

C O R P O R A T E  H E A D Q U A R T E R S  

Citizens Communications 
3 High Ridge Park 
Stamford, CT 06905-1390 
Tel. 203.614.5600 
Fax 203.614.4602 
Email Cidzens@czn.com 



W W W .  C Z n .  n e t  







South Dakota Public Utilities Commission 

WEEKLY FILINGS 
Far the Period af July 20,2000 through July 26,2000 

Sf yofij naed a camp!ete copy of a filing faxed, overnight expressed, or mailed to you, please contact 
8~taina Kalbo within five business days of this filing. Phone: 605-773-3705 Fax: 605-773-3899 

CONSUMER COMPLAINTS 

GT60-089 In the Matter of the Complaint filed by Helen Christensen, Cofton, Sou* 
Dakota, against Sprint Communications Comp~any L.P. and Business 
Optiotfs, Irrc., Regarding Unauthorized Switching of Services. 

'm,s Campfainant alleges that her telecommunication service was switched without her* 
e~tharrxation. She began to receive billings from Business Options. She is seeking credit of 
Cqarges and compensation for her time. 

Slaff Ar1a4yst~ Leni Healy 
Staff Attarnsy, Karen Cremer 
Oat e Q~ck~ted :  07/25/00 
!fit@aentic Deadline: NA 

6;%Q13.;0%0 Tm the Matter of the Complaint filed by Ed and Janice St. Gemme, Dak~ta 
Dunes, South Dakota, against AT&T Cornmunicatians af the Midwest;-lnc,, 
Regarding Unauthorized Switching of Services. 

Complainants claim that they did not authorize a switch in service. They received'bililings 
fram A%Bf although AT&T claims that the St. Gemme family is not a cltstarner of AT&T, The 
Ca~~pf~ inas r t s  are seeking a final resolution to this issue. 

Staff Wnaiysr. teni Healy 
Staff AtEorcey: Karen Cremer 
oafs Docketed: 07/25/00 
h"&wvention Deadline: NA 

TC00-112 Ira the Matter of the Application of Citizens Tel 
sf Minnesota, Inc. for a Certificate of Aufh 
Swviees in South Dakota. 

Cifizsns Te~~;cornnlunications Company of Minnesota, Inc. has filed for a Certificate of 
Autharrty to provide local exchange service to subscribers of the Ortonviite-Big Stone and- 
Jasper, Minnesota exchanges located within the state of South Dakota, Citizens Minnes,ott 
pmpases to offer local exchange service and may expand to include cellular, paging and 
p~fssnaf carnrnunications services. 



Staff Analyst: Michele Farris 
Date Docketed: 0711 9/00 
Intervention Date: 0811 1/00 

In the Matter of the Application of Citizens Te?leccrmmunicatiafi@ Ca~$&1r3y 
of Nebraska, Inc. for a Certificate of Authority to Fravfdsr Local Exc&a@$~@ 
Services in South Dakota. 

Citizens Telecommunicati~ns Company of Nebraska, Inc. has fiieb fqr a Cafitbate 
Authority to provide local exchange service to subscribers of the WaIentrrdr@ axeheng43 ~&IX:PIF~% 
within the state of South Dakota. Citizens Nebraska proposes to offer local sxehaflw qhfpxig 
and may expand to include cellular, paging and personal cammunttation.t., ssfvica$ 

Staff Analyst: Michele Farris 
Date Docketed: 0711 9100 
intervention Bate: 0811 1/00 

TCCIO-1 'I4 In the Matter of the Application of S&S (3ornmunicationslAlt~~~iw~~C1LS -f:f & 
Certificate of Authority to Provide Telecommunlcatiom SEFVPG@% 3 f i  @&%tk 
Dakota. 

SBS Carnmunications/Alterna-Cell (S&S) is seeking a Certificate of Autharlly ta pra~rdO t@.told 
and facilities based interexchange telecommunications services in south Dakczt%, l"h@ 
applicant intends to offer interstate and intrastate long distance, vo i c~  mail s@wra@&l &a@ 
number services, and calling card services. S&S does not intend ta provide aaerator 
services, which will be provided by S&S's underly~ng carriers and/or applicabls it&@[ @AcP.t5%3;c,;en 
carriers. 

Staff Analyst: Keith Senger 
Date Docketed: 07/21 100 
Intervention Deadline: 0811 1 I00 

TCQQ--I 'is In the Matter of the Application of Utility.com, Inc, for a C@r%ifi"tcata sf 
Authority to Provide T~tlecornrnunications Sewice6 iir 8~ouItr Qakofar 

Utiiity.com, Inc. is seeking a Certificate of Authority as a switch-based res~tler in E$u%R 
Dakota. The applicant intends to offer 1 -+ and 101 >000(. direct outbound diat'mg> @DOr'@S@ 
toil-free inbaund dialing, travel card service, and prepaid calling card service 

Staff Analyst: Heather Forney 
Date Docketed: 07124!00 
Intewantion Deadline: 0811 1 100 

You may receive this listing and other PUC publications via out website or via Tntdrfl~t e~m81F. 
Y s ~ t  may subscribe or unsubscribe to the PUC mailing lists at t?r~p:l!ww,ststdd8dd~d4p~~d 



I N D E M N I T Y  BOND JAM 3 0 200t 

t o  t h e  SOUTH DAKOTA PUBLIC 
PEOPLE OF THE STATE O F  SOUTH W.JiOTA UTILlTlES COMMISSION 

Bond Number 3 7 S  

C I T I Z E N S  TELECOMMUNICATIONS COMPANY 
Fle, O F  NEBRASKA, I N C .  , t h e  p r i n c i p a l  and 

For a CERTIFICATE OF AUTHORITY,  LOCAL EXCHANGE CARRIER 

services  wi . t h in  t h e  S t a t e  o f  S o u t h  Dakota acd  TRAWLER 

Dakota as O b l i g e e ,  i n  t h e  sum o f  $25,000.00. 

The c o n d i t i o n s  of  t h e  o b l i g a t i o n  a r e  s u c h  t h a t  t h e  p r i n c i p a l ,  

granted such  C E R T I F I C A T E  OF AUTHORITY s u b j e c t  t o  t h e  p r o v i s i o n  t h a t  

rknpar ts  F u l l y  and  f a i t h f u l l y  comply w i t h  a l l  

Dakota S t a t e  Law, a n d  r e i m b u r s e  c u s t o m e r s  o f  

ta r e t u r n  t o  s a i d  cus tomers  a s  a  r e s u l t  of i n s o l v e n c y  o r  

t o  remain i n  f u l l  f o r c e  and e f f e c t .  

T h l s  bond s h a l l  t ake  e f f e c t  as of t h e  date hereon a n d  s h a l l  remain 

~ Q P C C  m d  e f f e c t  u n t i l  t h e  s u r e t y  is r e l e a s e d  from l i a b i l i t y  by t h e  

o rder  of  r h c  P u b l i c  U t i l i t i e s  Commission, p rov ided  that  t h e  su re ty  

130) d a y s  w r i t t e n  n o t i c e  t o  t h e  P u b 3 . i ~  U t i l i t i e s  Commission. Such 

t c n a i n a t i o ~ l  a l  s a i d  t h i r t y  (30)  day p e r i o d .  

Ilatcrd t h i s  8 t h  day of January , 2001 

T o  Uc E f f e c t i v e  this  1 s t  day of  January , 20 01 



TRAVELERS CASUALTY AND SURETY COMPANY OF AMERICA 
TRAVELERS CASUALTY AND SURETY COWiAh'Y 

FARMINGTON CASUALTY (COMP.WY 
Hartford, Connecticut 06183-9062 

POWER OF ATTORNEY AND CERTIFICATE OF AUTHORITY 01' ATTORYEY(s]-%R-FAa 

X~BIV nte PERSIDNS BY THESE PRESENTS, THAT TRAWLERS CASUALTY .~ND SP~RETY C~IMPAXY r j ~  
AlrvfERICA, TIRA\ELERS CASUALTY AND SURETY COMPANY and FM&MINGTQN CASUALTY k'CC)3215W,'L"y, 
~&rpoliiliotls duly organized under the laws of the State of Connecticut, and haling their principal offices in the Cit2 ~f %3zfar6. 
Gonaly of f-Inrtford, State of Connecticut, (hereinafter the "Companies") hath made, constituted and, appointed, sndf &Q by th~e 
prERC;Plls make, constitule and appoint: Deanna D. Hanson, Jamcs E, Van Camp, \;Yilli;lm figd Van Cirrtp, &Piem, 5~wrb 
loi~kata. Ltleir true and lawful Attorney(s)-in-Fact, with full power and authority hereby conferred to sign, execute and nckx~~vIedgc, 
at itay place within the United States, the following instrument(s): by hisher sole signature and act, tlrq md jzVl bat!&, 
rt:cngni7~nccs, calltracts of indemnity, and other writings obligatory i11 the nature of a bond, resagniztnsc, w wneid~~zd 
uade&&lng and riny and all consents incident thereto and to bind the Companies, thereby as Nly and to tire ssrm eSI1eft:Ylf % 2 ?.he 
%imc were slgncrf by the duly authorized officers of the Companies, and all the acts of said Crttmne~.{s)-i:~~Fct, frgscngt trtr; the 
sufhatir? herein given, are hereby ratified and confirmed. 

?has nm;otntr1lcni is made under and by authority of the following Standing Resolutions of said Col~pat~iefs. ;i hidr R@alutrof~s arc 
rrt?w In fill) force and effect. 

i"drtiFgD Tba! "\?c Chain~~m, the Pies~dent, any Vice Chairman, any Execuuvc Vice President, any Serdor Vtcc P$estdcnt, uLy 'Lice Presdwt, 
fi;oe-ic V:cs Preskjent, the Treasurer, any Assistant Treasurer, the Corporate Secretar?, or any Assistant Secretary may alrpntnt ~tt~rnt~~.lit.ksli;t 
?ad +5,r*nu !o act for md on behalf of the company and may glve such appointee such authority as Iris or her certificate of &trlkbnt$ &5ey ;?t@&cn'l?t: 
I: apt ;%?:I: &c Companr's name and seal 151th the Company's seal bonds, recognizances, contracts of indemnity, m$ atjthi;r: !%+rjrtnp abtrgzlto~ ;lfm 
* & -  ,A<,-, *,,, r,;,as af n bmd, r e c o g m c e ,  or conditional undertahng, and any of said officers or the Banrd ofnincrdrs nt nc:J time r:luy wslii?vcizra) $tic& 

t ?;@:;:ire an9 rcwke h e  power given him or her 
7 '4. 7-a-C I.,..:,g",xi? eke Chatman, the President, any Vlce Chairman, any Executive Vice President, any Senror Vice kt.srdcnh qr ,r& Vrcf f i ~ s l r j c , ~  
; e q  te.~:hert;:c di'r3 u: mill, p2rl oT the fclregolng aurhonty to one or more officers or employees of t h ~ s  Cmp;myI prrrciideci Gr&r cut11 ' s ~ k  de1tga:lon i~ 

::; a?:r*:;g xi,! a :ap berecli is fried 111 the office of the Secretsu).. 

tbd7 .. ;-yb- . .. ' b +  -. 9?.2+i ,+ ?<>rid, recagnmaitce, contract of mdemntt)., or xsriting obligatory m thr n a t u c  uf a bond, :cc~~x:'n:iiz~c~~ far eordrlid~zill 
c: fgd7i& :;::I.$ k::::! & I 8hC and b i n d ~ ~ g  upon ~e Conpan!. when (a j signed by the President, an? Vice Ch&ntm, %q Exet-ut&ve V;ce R"r$,Ii:t'th ntq 
%::r.q 2' : :~  ' i rc i l isr  s- an! Vtcc Pmesidenk any Second Vice Eesidenr, the Treasurer, any i r r t s t w t  Tresiusrm, tPrz C~5qwrate $a~r:ra? i r t  :EL? 
,: w~.::.,:x!: 5qs::=:zr) m.sid ddp a;:estcd zoci s d r d  \ilth the Company's seal by e Secrerary or Asslstmt $ecrdar)-, a; fkj ddul? cxcctltd E,%Y~~E~" sea!. if 

. &  - .  - o r  A - a  and Agents pursuant to ihe po\ver p;escliM rn hrs or h a  ~etft&ca;c fit &CC %sl~fi$i%trt$ of $&~firip at 
2: ;igs ci: z.-irt: <~tz~ ' l l s~ \  < .  O ~ ~ C C ~ S  purslsan1 ro a \%ntra ae1egat:on oiautho;it) 

Thizl Pawcr ul Artorncy and Certificate of Authority is signed and sealed by facsinu'lc (mcchanarrlral at- printrri) uxadftz and by 
butfmriv i f  the faifotsing Standing Eaesolution voted by the Boards of nirectors OTTBA~~EL--E~= CC4SCAETf" AND 5UIULTt' 
CCS3fP,%Y I' OF A>IEWCA, TB4\rELEIRS C.+Sl;iALTY AND SFRETI' COMPASY utf d FA%%gJBGTO'i"; G;$Str~&%y 
COS'~TAS'~', i+ hich Resolution is now in full force and eflect: 

't$K5.;3 "3.i: eic R ~ ; ; S F ~ C  of each of the fo~lonmg officeis i'resrdent an\: Exezu~ave 'urrce I':n~:rtCnh, :~r+ Siehj~w XTiec, ,"kbxi&m~, LL*",Y' t/iec 
!'Tc~:$G: LY) .L-sg5&?: VIX ?residenr. w! Seacum, my As~:smt  S e c r e q ;  and tIIc mi of tl1"ozif"n'j til&y k &@he& ,lit i:*ct;tfil:is I,+ 
pez c C c,:1,on:-,5 ~t: t~ my csn15cete rziattng thereto appomlmg Resrdent Vice Fret;id~ts, Kenticnt 4As~istsrn'h Sebcf:m;;~s @or !it:~ficy~.il'i$ f ~ t  
"L-" ,, ,, -+te ,,. x::, ~i 2.5.rrz~tng md attcstmg bonds znd undeildmgs a i d  othci wiilngs ~ S i i i g a i ~ ~  in thLP nature tkateo2; r t id  wy  JUG^ ~1uy:r of B\~IKIBL 
ii-r ;LT%;~~;w.L~ kmrrg ~lizh facs:mrle s : p a w e  or facsrmrle seal shall "I vdrd and bizdicg ttparr the Campmy md any S U G ~  Faaclet 50 cxateied ,vd . . 
;rc,:5st ;-. $ 2 2  ;x~;.s:x-~:c ~ ~ ~ i a t : z r :  a d  facsxiiiile seal shzli 'be whd arid bmdtng upon rke Companr in the k ~ l i e  ~virt: ZrsSje"e7 te x,p bri5 or 
ci3rzkj:;~; :; -.+kc5 :I 15 anached 



Q4 WITNESS WEtEWIEOP, TRAVIELEIRS CASUALTY AND SURETY CoAIPANIf OB & ? ' C A ,  %mgE 
C&UALTy AND SURETY COMPANY and FMWINGTON CASUALTY COTMPMW have caused ?his inrwt;f~t ttx bz 
sa"@ed by thcir Senior Vice President and their corporate seals to be hereto af£ixed this 15th day of D~cember201K1, 

STATB OF c o ~ c n c m  TRAVELERS CASUALTY AM) stnuem C O M P ~ Y  OF h i ~ ~ a e r r ,  

) SS. Hartford 
TR4VELZRS CASUALTY AM) SUREJ"V COMPMiP 

PARMJNGTOB CASUAL'l3' COh?PANT 
C0UXAr OF HARTFORD 

BY 
George W. Thampson 
Senior Vice President 

On this 15th day of December, 2000 before me personally came GEORGE W. THOMPSON to me h~wx, w b ,  &ebcing@ mc duk 
nvom did depose and say: that heishe is Senior Vice President of TRAVELERS CAMJALTY AND SURETY C O & Q W  Of 
M B C A ,  TRAVELERS CASUALTY AND SURETY COMPANY and FARMLINGTON CASUALTY r70mMr Ulc 
~orporations described in and which executed the above instrument; that helshe knows the seals of said comxagbm; @&the seal$ 
af&xcd lo thc said insfrument are such corporate seals; and that heishe executed the said iostrument an be'halfofthe co&rahom by 
aulharitjr of' hislher office under ihe Standing Resolutions thereof. 

1, ilrc undersigned. Assistant Secretary of TRAVELERS CASUALTY AND SURETV COmM'kt OF . W R I C &  
TRAW3LLRS CASUALTY AND SURETY COMPANY and FARMINGTON CASUALTY COMPmYf no& corpaiations of 
thr. Slats of Connecticut, DO HEREBY CERTIFY that the foregoing and atrached Power of Anomq and CcMtccte of ~ u t t i a 3 ~ +  
remains in full forco and has not been revoked; and furthermore, that the Standing Re~olutions of ihc B@&s of D i r ~ e t ~ q ~  BS 
To1111 in the Certificate of Authority, are now in force. 

Signed and Sealed at the Home Office of the Company, in the City of Hanfard, Stare o f  Connecticut, Dated &is t(fh day of 
January ,2001. 

BY &*/zi&* Mori M. Johanson I-Y 

Assistant Secretary, Bond 



A C K N O W L E D G M E N T  O F  P R I N C I P A L  
(Corporate Officer) 

day of m, before 
t ~ t r ,  pers~nnlly appeared --"--* 

who acknowledged himself to be the of - ' ,, 

md=-M-l.r-n*-.-- , a carporat&on, 
and t h a t  he as such officer being authorized so to do, executed the foregoing instrument 
for %he purposes therein contained by signing the name of the corporaeion by himself 
a,$ such o f f i c e r ,  

Hy tommission expires 

A C K N O W L E D G M E N T  O F  S U R E T Y  
(Attorney-in-fact) 

$ T A T S  O F  SOUTH DAKOTA 

Cs t rn ty  of HUGHES --- 
an this 8th day of January , x, befastt- 

nc, t he  unders igned officer, personally appeared JAMES E . VAh' GMP 
, --*, 

Eouwn to me or satisfactorily proven to be the person whose name is subscribed as 
Attorney-in-Fact for the TRAVELERS CASUALTY AND SURETY COMPAlVY 01; AMERICA 
md acknowledged that he executed the same as the act of his Principal for the purposes 
t;h@rs#~z contained. 

IN WITNESS WHEREOF, I hereunto set my hand and official seal. 

Hy C n m i s s i o n  Expires 



Irutrmtt Websitc 
~ v y s v & s I i e ~ d ~ r ~ r l p ~ ~ ~ I  * 

Jim Burg 
Cha~nnan 

Pam Kelmn 
Vicc~Chnun~~m 

fi~rlan Ejcn 
M W  C lkpranann 

Suz Cichcs 
Karl% E. Crana 

Chirrirnpher U*. Cwwnz 
-I'm Ernenan 

httdrclr M, Fmls 
Mule!% FtpChbach 
X trsihcr K Foomcy 

KQty D Frezru 
MMY Gidd~rrp 
].mi Healy 
htnly IiJmfy 

Lisa Ifvll 
Dnvt Iwobsorr 
&I? b y % r  
Jmifiw Kirh 
fkh Smdlc 

Maine Kalbr, 
Clwlnw Lund 

Cscgary .4. R~clov 
X ~ r h  Scnfcr 

Ralnynr &tu Wtrst 
6 

State Capitol Building, 500 East Capitol Avenue, Plerre, South Dakolz 57501 -55% 

August 23,2001 

Ms. Darla Pollman Rogers 
Attorney at Law 
Meyer & Rogers 
P. 0. Box I l l 7  
Pierre, S D  57501 -1 1 17 

Re: Citizens Telecommunications Company 
of Nebraska, Inc. 
Docket TC00-113 

Dear Darla: 

Since the application with reference to Citizens Telecommunications Campsfly af 
Nebraska, Inc., was withdrawn, we are returning to you the original indemnlly hand 
that was furnished to our office. 

Very truly yours, 

Delaine Koibo 
Legal Secretary 



BEFORE THE PUBLIC UTlhlTIES CQiMMfSSfOM 
OF THE SPATE OF SOUTH DAKOTA 

ifhl THE MATTER OF THE APPLICATION OF 1 ORDER PERf&lTTING 
CSETIZENS TEkE@BN1MUNICAf IONS 1 WLTWDMWAL OF 
GQPWPANY OF NEBRASKA, INC. FOR A 1 APPLICATION AN0 
CERTIFBCATE OF AUTHORITY TO PROVIDE 1 CXOSING DOCKET 
LOCAL EXCHANGE SERVICES IN SOUTH 1 
DAKOTA 1 TCQQ-113 

On July 19, 2000, Citizens Telecommunii~ations Company of Nebragit&, fnc, 
(Citizens) filed an application with the Public Utilities Commission [Canm'tssian) far -a 
certificate of authority Yo operate as a telecommunications company within the state at 
South Daltota. 

On August 46, 2001, Citizens requested that its appiication far a cert#i@&t@ sf 
sutharity be withdrawn. 

At its regularly scheduled August 16: 2001, meeting, the Gczmmissian C:r)nsrd@f;e& 
this matter. The Commission has jurisdiction over this matter pursuant ta 8D@k 4$33-3 
and ARSD Chapter 20: 10:32. The Commission found that Citizens' request tia kvithiafaw 
its request for a certificate of authority is reasonable and closed; the docket, kt 18 tberaf~re 

ORDERED, that Citizens shall be permitted :a cvr'ihdraw its request far &~@rtkfi~a$~ 
of authority, and it is further 

ORDERED, that this docket is closed. 

Dated at Pierre, South Dakota, this 

CERTIFICATE OF SERVICE 1 
The undersigned hereby certifies that thrs 

document has been served today upon all parties of 
record In this docket, as Iisted on the docket service 
list, by facs~rnile or by first class mall, rn properly 

[ addressed velopes, w~th charges prepa~d thereon- 

(OFFICIAL SEAL) 

$ aP , day of August, 2001, 

BY ORDER OF THE COMMiSSlOiN: 


