


(In Thousands) - December 31, 1993 and 1992

1993 1992

Current Assets Cash and cash equivalents $ 32,638 $ 62240
Accounts receivable - Note B 426,404 431852

Unreimbursed costs and fees under cost-plus-fee contracts -
Note B 207,519 186,071

Fixed-price contracts:

Fixed-priced contracts in progress - Note C 54,644 71,646
Less progress and advance payments 21,580 3834
33,064 37812
Raw materials and purchased parts 11,714 12,114
Prepaid expenses and other assets 38,623 15584
Total Current Assats M2 756
Other Assets "Prepaid pension costs - Note | 36,489 29,858
Deferred charges and other - Note I 56,653 50,031
Deferred federal income taxes - Note E 65,544 55,844
Costs in excess of net assets acquired - Nofe A 62,401 64,728
' ' 221,087 200,461
Preperty, Plant Land 1219 7279
and Equipment Buildings 94,731 89,461
Machinery and equipment 306,915 307,420
Notes Aand H Leasehold improvements - net 75,512 75,989
- Construction in progress 13,957 11,893
< ' 498,454 492,042
Less allowances for depreciation 190,330 184,603
’ 308,124 307,439
$1,279,173 $ 1,253,573
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Superconducting

« Used for border monitoring, kealth care,
voler regisiration and other applications, this
Securt ID Document System, designed by the
Garland Division, provides instant access to
real-time information. A virtually tamper-

E-Systems groundbreaking work in high tempera-
- ture superconducting electronics accelerated in
1993 with a follow-on award by the Advanced
Research Projects Agency. Superconducting

materials will allow the company to shrink the size :ﬂuﬂg o umm on the
of electronic systems while greatly increasing per- :;ﬂm which cam eusily b verifid using

formance. Under this new contract, the company

will focus on sanding computer ald.ed de?lgn 'V Solid model hea transfer analyss o the
tools, materials research and cryogenic cooling. Montek Diision provides more aceurate data
- for detail desizn of a new electromic controfler
for the Tri-Service Stand-off Attack Missil,
Secure ID Documents (Below If) Using adoanced lightoeight
. compqsiles, the Melpar Division s drveloping
E-Systems has developed an inexpensive and ;"h;h": m{:" r;’: u's""ﬂﬂl management

virtually tamper-proof identification card. The
multi-layered ID card can be used for citizen
registry, voting, military identification, health care
and numerous other applications. In its first
utilization of border access control, the card is
scanned while an operator at a workstation
immediately verifies authenticity through up-to-
the-minute information at a central database. This
provides an inexpensive, yet extremely efficient,
means of border control.
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¥ By integrating digital signal processing
with high-volume processing platforms, the
ECI Division supports the Governmient
Emergency Telecommunications Service
with the most cost-¢ffective solution in the

telephone industry.

Secure Data
The emergence of the “Information Pﬁghway' and

 massive data exchange it leading to demands for

increased levels of integrity and privacy. E-Systems
is tackling this issue with a family of products
called TeleSecurity™. Building from our strong
record of defense security communications, the
company has developed an inexpensive wide-area
network security system that controls remote
access to protected resources.

E-Systems has developed key components of the
Govemment Emergency Telecommunications
Service. This service allows priority status for
officials and emergency support personnel to
establish communication over public telephone
networks in times of crisis, -

With widespread commercial applications, the
company’s INFOSEC offers a completely secure
information storage and retrieval system to pro-
tect both government and civilian data. INFOSEC
automates information processing through consoli-
dation of data systems using media encryptors and
encrypted compact discs.

“

Data Handling

E-Systems has a solid reputation in data handling
capabilities and has successfully applied this
knowledge to numerous commercial products.
One such application is for a data system for the
National Student Loan program.

Designed to detect and locate those who default
on student loans, this product provides a total
systems approach from machine envelope stuffers

to computers.

The Digital Multimedia Workstation uses digital
audio recording, storage and recall for passive
telephonic monitoring. With DMW, law enforce-
ment agencies and investment firms are able to

stay well ahead of those who use sophisticated
techniques to commit fraud and other crimes.

| E-Systems successfully marketed the DMW to a

significant international customer in 1993,

W TeleSec, from the ECI Division, is a new commercial data secitrity
syslem for wide-rea networks. Combining data-encryption, use-
authentication, and authorization features, this system protects critical
businecs data from fraud, theft, unlawhul entry and computer criminals.
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The provision for income taxes varies from the amount computed by applying the statutory federal income
tax rate to income before provision for income taxes. The difference is attributable to the following factors:

Years Ended December 31,
4 1993 1992 1991
Statutory federal income taxrate .......ccieiiiineiiienn, teeseeeeeseaaanaas 35.0% 340% 34.0%
Investment taX CTeditS + . vvvvvreveneereeroeeresonnsaannreasasosessasnnasssans. 26 @33 @9
State income taxes, net of federal tax benefits ............ eeerseseteriiiiieenes 39 42 3.8
Benefit of rate differential applied to reversing timing differences ................... @6 (3.3 @2
Reversal of previously capitalized taxes and payroll-related construction costs ....... 1.5 .6 14
(913,15, 00 1 7- (4 __(_.i) 2.0
Effective iNCOME tAX TALE . v vveeernecnsocsaoatnsncosessssssosnsasssnnensnes 34.8% 31.8% 35.1%

At December 31, 1993, the significant wmponéﬁts of deferred tix assets and liabilities were as follows:

Deferred Deferred
Tax Tax
Assets Liabilities
L (Dollars in Millions)
T T et 1) s — $3,817.1
Employee benefits .. ...cuituuiiiinetirieteittiiiiiiraataoct ittt 1,384.7 —
Investment tax creditS. . ...vvveerareceesesnunseresseassesassasacsonsaseennnns 2849 —
Leasing activities ... covvevt vt i tieterneneanenonnnennesessoisssseseneennnonncs — 901.8
Net operating loss carryforwards:
Federal . .oiinviitiiiieie it iaeecasaoseososssensossanssassanacnannnnenns 111.5 —
£ 71 £ Xt 60.4 —
AdVance PAYMENLS . ....ueuveerornnrseasasaaaesssssoesarsonsctaassreanassses 61.4 —
L0« V=5 o O 435.2 327.7
2,338.1 5,046.6
Valuation allowance ........oveevieiinnniiinriiteessnnttonisinsssenenanes (74.8) —
1 7Y $2,263.3 $5,046.6

Total deferred tax assets include approximately $1,033 million related to postretirement benefit costs
recognized in accordance with Statement No. 106. This deferred tax asset will gradually be realized over the
estimated lives of current retirees and employees.

At December 31, 1993, NOL carryforwards for federal income tax purposes were approximately $318 million.
The NOL carryforwards, which expire from 1998 to 2006, relate principally to the Metro Mobile subsidiaries.
Federal tax law restricts the future utilization of the Metro Mobile NOL carryforwards, permitting them to offset
only the taxable income earned by the Metro Mobile subconsolidated group. At December 31, 1993, NOL
carryforwards for state income tax purposes were approximately $798 million (excluding amounts attributable to
leveraged leases) and expire from 1994 to 2009. '

Based on projections of future taxable income, the Company expects to realize future tax benefits of federal
and state NOL carryforwards in the amount of $115.2 million.

The valuation allowance required under Statement No. 109 primarily represents tax benefits of certain state
NOL carryforwards which may expire unutilized. Subsequent to the adoption of Statement No. 109 on January 1,

1993, the valuation allowance increased $35.1 million as a result of additional state NOL carryforwards and
deferred state tax assets.
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1993 1992 1991

(Dollars in Millions)
Operating revenues:
Communications and Related Services ..........cc.iiiiiiiiiennnnn.. $12,534.8 $12,164.6 $11,850.2
Financial, Real Estate, and Other Services....«..coiviiiirnininennnn.. 4554 553.8 701.9
$12,990.2 $12,718.4 $12,552.1
Operating profit:
Communications and Related Services ........coevviiiiiiiiineinn... $ 2,821.6 $ 2,5269 § 2,566.1
Financial, Real Estate, and Other Services.......c.oviiivienicneannn. 324 21.7 1.8
v 2,854.0 2,554.6 2,567.9
COTPOTALE EXPEMSE . o ot e vttt it iiasansnnnsoecnnsanasasosennsnsnsses (56.4) (48.4) (42.6)
Interest expense, excluding Financial Services...............c.inatlL, (612.1) (694.9) (806.8)
Allowapce for funds used during construction.........vveviieeeecenennn. 224 24.6 20.6
Equity in income of affiliates .......... ... i ittt _ 483 52.4 79.5
0173 (=AY Yo v+ (- P 11.9 63.2 30.1
Other nonoperating iNCOME . ....... . ciiiiietrerineeroonsennnnnsssnas 5.5 74.2 46.0
Income before provision for income taxes, extraordinary item, and
cumulative effect of changes in accounting principles ................... $ 2,273.6 § 2,025.7 $ 1,894.7
Identifiable assets: T
Communications and Related Services ..............cccoiiiieiaiia... $25,949.9 $24,297.1 $24,079.3
Financial, Real Estate, and Other Services.......c.ccoivvvieeiniinnene, 3,380.9 3,452.9 3,948.2
COTPOTate ASSEES. v it itiiiiieee ittt teiiaiaaaas 2134 349.5 278.3

$29,544.2 $28,099.5 $28,305.8

Depreciation and amortization:
Communications and Related Services ........ccooiiiiiiininiennennnn. $ 2,4366 $ 2,250.8 $ 2,053.5
Financial, Real Estate, and Other Services........cvveiriiirnnnenrnn. 108.5 166.6 285.3

$2,545.1 $ 2,417.4 § 2,338.8

Additions to plant, property and equipment:
Communications and Related Services ........c.iiiiiiniieineiennnn. $ 2,4859 § 2,510.1 $ 2,486.9
Financial, Real Estate, and Other Services..........ccoiveinreninnennnn 33.1 36.7 157.2

$ 2,519.0 § 2,546.8 § 2,644.1

Operating profit for each segment consists of total revenues less applicable costs and expenses related to
operations, including, in the case of Financial Services, interest expense. Corporate assets consist principally of
cash and cash equivalents and short-term investments.

At December 31, 1993, 1992, and 1991, identifiable assets included investments in affiliates of $1,333.0 million,
$929.3 million, and $927.7 million, respectively, for the Communications and Related Services segment and $61.7
million, $58.2 million, and $78.0 million, respectively, for the Financial, Real Estate, and Other Services segment.

Net income (loss) for the Financial, Real Estate, and Other Services subsidiaries was $(1.8) million, $13.4
million, and $(21.9) million in 1993, 1992, and 1991, respectively. Total liabilities associated with the Financial,
Real Estate, and Other Services subsidiaries were $2,984.8 million and $3,041.2 million in 1993 and 1992,
respectively.

For the years ended December 31, 1993, 1992, and 1991, revenues generated from services provided to AT&T,
principally network access, billing and collection, and sharing of network facilities, were $1,368.4 million, $1,518.0
million, and $1,541.2 million, respectively. At December 31, 1993 and 1992, Accounts receivable, net, included
$162.4 million and $156.1 million, respectively, from AT&T.
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COMMUNICATIONS, INFORMATION,

@Bell Atlantic
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WE WIiLL HBE THE WIORLD’S BEST

"Your computer will speak,
your television will listen,
and your telephone

will show you pictyres.”

Ray s

Chatrnge gus € FO)

N D ENTERTAINMENT COMPANTY.



PERFORMANCE

K EEENGE-













We intend to simplify all that and deliver the promise of
“anytime, anywhere™ communicanions to homes and busi-
nesses all over our region.

That's why we've stepped up our vestment in broad-
band technology. By the end of 1995, we'll have broad-
band networks capable of reachmg up to a milhion house-
holds in our region. Within five vears, we'll have them in
our top 20 markers. And. because we operate cellular net-
works in many parts of the country, we'll be able ro offer

A communications
system capable of

full-service nerwork-type services to customers outside the  .oveeenen.. handling vast amounts

mid-Atlantc region, as well.
ON “"KILLER APPLICATIONS™

As with any new technology. there will be a few “killer
applicanions™ — those super-popular services that will
drive customer acceptance of full-service network capabili-
ties.

For residential customers, I think a lot of those killer
appheatons will be i the entertainment area. dehvered
to a “souped-up™ television that’s connected to the

reshtssusestassecnsseonantasanarsansraRrrar

broadband network. Our network will be o much more «+-+-
efficient wav of dehvering services that customers today
are spending billions of dollars on — things like movies-
on-demand. video games, and home shappmng,.

For businesses. the kev appliance s the personal com-

" puter. and the killer applicanons will be services like video-

conterencing. file sharmg. telecommunng. transactions, and
LAN inrerconnections — all of which will help leverage the
tremendous investment busmesses now have m mformanon
R’Chnning‘\;

Add ro that the growmg need tfor mobility — not just
ceilular phones, bur also mobife faxes. data transters,
e-mail. and order processing — and we beheve that a full-
service communications company hike Bell Atlannie can be
an mvaluahle partner in meening our customers’ needs in
the vears ahead.

At Bell Adantie, we use three simple words to describe
what all these new services will mean for our customers:
Choice. Convenience. Control.

When vou get nght down to 1. that's what the
Information Age 1s all abour.

Providing service
connections withmn a
time frame specified by
the customer.

of voice, video, and
data images
stmultaneously.

ON COHPETITION

We're entering an era in which there will be competirion

in every one of our major markets and every one of our
profitable lines of business. You'll have the telephone and the
cable nerwork in every major location, plus any number ot
wireless dehivery svstems, from cellular to direct broadeast
satellite to PCS. Betore long, customers will be able to
choose from a variety of vendors for virtually am
COMMUNICATIONS OF IOrMation service.

Clearty, competition is music to customers” cars. For Belj
Atlantic, 1t's been a wake-up call.

We started preparing oursclves several vears age to com-
pete for our customers” business. We've mvested steadih in
advanced network technolouies, reduced costs, re-engmecred
our processes to speed up response tme. and reorgamzed
ourselves around major market segments.

We're not vour father’s telephone company any more,
We're prepared to go headsro-head wath anvhody i the
marketplace.

Compennion has made us a betrer compam. And our
customers tell us they can see the difrerence.

ON FLEXIBILITY

Beimng flexible 1s a big part of being compenuve. In the old
Bell Svstem davs, we had the luxury ot dreamung up the
most elegant network solutton and then implemenning e ar
the pace that suited 1z, We had a “one-wize-ns-all™ approack
1o evervthing, from network design to customer relanons.

Today. we have to be prepared to move tast. with whartes-
er solution makes sense i a particular market tor a particu-
lar customer. That phiosophy permeates every aspect of our
strategic thinking — from our “just-m-time” network
deplovment plans. which will put the nght techmal capabihi-
ties 1 the right place at the nght nme. to our state regulate-
r plans. which give us greater pricing flexibihny, o our
“Service When You Want [t” policy on service provisiomng.
which really puts the customer in the driver’s seat.

In competition, as 1n chess, 1t's easy to figure out the
~end-game™ bur 1t’s not s0 easy to see the “mud-game” —
that is. the best wayv o outmaneuver vour opponent and
















C

== BILITY

PROVIDING WHAT YOU WANT, WHEN

YOU WANT IT, WHERE YOU WANT IT

FLEXIBLE CUSTDOMER SERVICE: EXCEEDING YOUR EXPECTATIONS FDR RELIABILITY,

ln a chanumg markerplace. tlexibihey s the key to meeting communicattons, informanion, and entertunment compam
customer regquirements every tme. After alll customers don't in the world.
want sust amy ~solution to ther unigue challenges: thev want

their solutions. And they want them today.

At Bell Atlantie, we will design, deliver. and service vour ORGANIZATION.
solution, We've buile the necessary flexibiliey into our cus-
tomer-tocused structure. our technology development. our Each of Bell Atlantic’s network lines of busmess —
product and seruice creations and our customer service. Large Business Services. Consumer Services, Smai
And. weve achieved unprecedented regulatory freedom to Business Services. Video Services, Carrter Services,
develop the capabilities customers need and to price them Directory Services. Federat Svstems, and Publhic and
compentneh s all part ot our drive to be the very best Operator Services — along with Bell Adante Mobile and

BUREAUCRACIES, NO ONE-SIZE-FITS-ALL APPROACHES. *» FLEXIBLE PUBLIE POLICY? CcOoM-T

Bell Atlantic opens for _

L
E business, led by Chairman Bell Atlantic demonstrates
and Chief Executive Officer first working system of
S Thomas E. Bolger. Bell Atlantic acquires integrated services digital
H o ion’ N
. @ Bell Atlantic Sorbus Inc., the nation’s network (ISD‘ ) A
T leading independent architecture in the nation.
provider of computer : The White House awards
o maintenance. in 1990, the “1986 President’s Volunteer
Bell Atlanuc introduces tnal  company's name is Bell Atiantic's board of Action Award™ to Bell
N of CLASS® Calling Service changed to Bell Atlantic Belf Atiantic instails one- directors deciares 3 Atlantic-West Virginia for
E in Harrisburg, the first trial Business Systems miflionth digital access two-for-one sphit of its program to encourage
of the service in the nation. Services. line in McLean, Virginia. common stock. economic development.
s L N R PR T NN RN l.-.......................----""
















interexchange
Corrier .- Customer

Location B

Finished
Art Stage

Design
Studio

Facility

ATLANTIC CONSISTENTLY RANKS IN THE TOP 3 OF UTILITIES IN THE FORTUNE SeERVICE S00.

Application Sources

Cell Site

Send or receive
faxes on-the-go,
from your fax
machine or

Iagtop.

ACCORDING TDO YOUR VIEW OF THE FUTURE."

Commercial
Printer

Pra-press

SONET Ring Restores Service to World Trade

Tower Businesses

Within hours after the
bombing of New York's world
Trade Center in February
1993, 8ell Atlantic had high-
capacity circuits connected
ot temporary facitities
in northern New Jersey
to accommodote disobled

businesses. Synchronous
optical network (SONET)
technology ond fiber ring
deployment enable us to
connect high-copacity ser-
vice with unprecedented
speed.

» BELL ATLANTIC BUSINESS SYSTEMS

any platform (wired or wireless) to thousands of people or

one individual. It's a single concept flexible enough to han-

dle everything from high-quality voice transmission to

remote classroom instruction to video programming to vol-

umes of data withour failure. We’re building full-service

networks wherever customer requirements dictare.

OpticaL Fiser RiNGsS. In these networks, a corner-

stone technology is the synchronous optical network

(SONET). In major business centers, it’s the best thing to

happen to critical communication applications since high-

Wireless Data Services

Bell Atlontic's AirBridge*"
fomily of services iokes
wireless communications
to new levels, providing @
ronge of wireless data appl-
cations. From remote loca-
tions. for exomple, cus-
tomers con track the location
of vehicles ond packages.

check the stock in vending
machines, or monitor alorm
systems. While in their vehi-
cles, toxi drivers can verify
credit cords, while their pas-
sengers send or receive —
using portoble PCs or fox
machines — data. focsimi-
les, or electronic mail.










liability method. Under the liability method, deferred taxes are provided on book and tax basis differences and
deferred tax balances are adjusted to reflect enacted changes in income tax rates.

Prior to 1993, the Company accounted for income taxes based on the provisions of Accounting Principles
Board Opinion No. 11, “Accounting for Income Taxes” (APB No. 11). Under APB No. 11, deferred taxes were
generally provided to reflect the effect of timing differences on the recognition of revenue and expense determined
for financial and income tax reporting purposes. Certain of the telephone subsidiaries did not fully provide deferred
income taxes on certain timing differences when regulators permitted only income taxes actually paid to be
recognized currently as a cost of service.

The Tax Reform Act of 1986 repealed the investment tax credit (ITC) as of January 1, 1986, subject to certain
transitional rules. ITCs of the telephone subsidiaries were deferred and are being amortized as a reduction to
income tax expense over the estimated service lives of the related assets.

EARNINGS PER COMMON SHARE

~ Earnings per common share calculations are based on the weighted average number of shares and equivalent
shares outstanding during the year and reflect the shares issued in April 1992 in connection with the merger with
Metro Mobile C_.’I‘S, Inc. as outstanding for all years presented.

Prior to Jdnuary 1, 1993, for purposes of computing earnings per common share, net income attributable to
common shares included the income tax benefit resulting from dividends paid on shares held by the Company’s
ESOPs. As a result of implementing Statement No. 109, the Company no longer includes the income tax benefit
resulting from dividends paid on unallocated shares held by ESOPs in net income attributable to common shares
for purposes of computing earnings per share. Pursuant to the provisions of Statement No. 109, the income tax
benefit resulting from dividends paid on allocated shares is included in net income.

RECLASSIFICATIONS
Certain réclassifications of prior years’ data have been made to conform to 1993 classifications.

2. DEBT
LONG-TERM
Long-term debt consists of the following at December 31:

Interest Rates Maturities 1993 1992
(Dollars in Millions)

Communications and Related Services
Telephone subsidiaries’ debentures: 3.25%—7.00% 1995—2025 $1,972.0 $1,827.0
7.125%—7.75% 2002—2033  2,105.0 2,155.0
7.85%—8.75% 1994—2031 1,480.0 1,575.0

5,557.0 5,557.0

Unamortized discount and premiumm, et .. .. c.n et n et e eeiiae e (113.2) (115.5)
Capital lease obligations—average rate 10.6% and 10.8% ...............ccoiieie.... 125.8 133.4
Other................ D 439 84.9

5,613.5 5,659.8

Financial, Real Estate, and Other Services

Notespayable .......... ... .. .. iiiiiiiiiianninns. 3.63%—11.27% 1994—2014 984.8  1,459.0
Mortgage and installmentnotes....................... 3.90%—12.00% 1994—2011 333 51.6
Nonrecourse notes. . .. .....coveinnniienneeenarannn 7.95%—10.35% 1994—1997 4.3 37
Capital lease obligations—averagerate 11.1% . ... i —_ 18.9
1,022.4  1,533.2
Corporate
Notespayable ................coviiiiiiiiii ... 6.625% 1997 130.0 379.5
Medium-term notes . .. ....oovrtieiii i 4.07%—7.24% 1995—2003 570.1 98.8
Unamortized disCOUNt. ... ..ottt ittt ettt e e ie e et et e 2.8) (1.2)
697.3 477.1
Employee Stock Ownership Plan Loans
Senior Notes........... i, 8.17% 2000 633.7 687.2
Total long-term debt, including current maturities . ...........cooiiiiieninneinenen... 7,966.9  8,357.3
Less maturing withinone year. ... ... ... ... . . . it i e 760.7 1,009.1
Total long-term debt .. ... ... . e e $7,206.2 §7,348.2




Maturities of long-term debt outstanding at December 31, 1993, excluding unamortized discount and premium
and capital lease obligations, are as follows:

Financial, Employee
Communications Real Estate, Stock
and Related and Other Ownership
Years Services Services Corporate Plan Loans Total
(Dollars in Millions)
1994 . . .ot e $ 100.1 $ 5874 s — $ 62.4 $ 7499
1998 . i it i i e e e 92.2 251.8 75.7 73.5 493.2
1996. . i v ittt ittt et 35.2 78.6 97.8 85.6 297.2
2 A A 2 43.7 130.0 98.9 272.8
1998 . .. v it e 20.1 6 201.9 113.5 336.1
Thereafter . ... oo vvveiiiiiieeeens 5,353.1 60.3 194.7 199.8 5,807.9
Total oot e $5,600.9 $1,022.4 $700.1 $633.7 $7,9571

Telephone subsidiaries’ debentures outstanding at December 31, 1993 include $2,072.0 million that are
callable. The call prices range from 104.3% to 100.0% of face value, depending upon the remaining term to
maturity of the issue. In addition, the telephone subsidiaries’ debentures include $640.0 million that will become
redeemable for a limited period at the option- of the holders. The redemption prices will be 100.0% of face value
plus accrued interest. .

Installment and nonrecourse notes in the amount of $9.1 million at December 31, 1993 were collateralized by
finance lease receivables and equipment. Mortgage notes in the amount of $25.9 million at December 31, 1993
were collateralized by land and buildings held for investment purposes.

Corporate debt includes debt securities issued by Bell Atlantic Financial Services, Inc. (FSI), which provides
financing for Bell Atlantic and certain of its subsidiaries. At December 31, 1992, corporate debt also included
financing related to the Company’s investment in Telecom.

FSI debt securities that are classified as long-term debt (aggregating $700.1 million at December 31, 1993)
have the benefit of a Support Agreement dated October 1, 1992 between Bell Atlantic and FSI, under which Bell
Atlantic has committed to make payments of interest, premium, if any, and principal on the FSI debt in the event
of FSI's failure to pay. The Support Agreement provides that the holders of FSI debt shall not have recourse to the
stock or assets of Bell Atlantic’s telephone subsidiaries. However, in addition to dividends paid to Bell Atlantic by
any of its consolidated subsidiaries, assets of Bell Atlantic that are not subject to such exclusion are available as
recourse to holders of FSI debt. The carrying value of the available assets reflected in the consolidated financial
statements of Bell Atlantic was approximately $6 billion at December 31, 1993.

See Note 8 for information on the Employee Stock Ownership Plan Loans.

The Company has recorded extraordinary charges associated with the early extinguishment of debentures
called by the Company’s telephone subsidiaries prior to the balance sheet date. These charges reduced net income
by $58.4 million (net of an income tax benefit of $36.2 million) in 1993, and $41.6 million (net of an income tax
benefit of $25.2 million) in 1992.
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6. SHAREOWNERS’ INVESTMENT

Common Stock

Common
Stock Issusble

Shares (in

" Shares (in

Contri-
buted

Rein-

Foreign
Currency

Treasury Stock
vested Translation Shares (in

Deferred
Compen-
sation-—

Thousands) Amount Thousands) Amount Capital Earnings Adjustment Thousands) Amount
(Dollars in Millions, Except Per Share Amounts)
$— $5301.3 $3,904.0 $(29.8)
(324.4)

ESOPs

433,818  $433.8 —_ 6,302 $316.7 §761.1

Dividends declared on common stock
(8252 pershare) ......oovvveiiiinnnn..
Purchase of common stock for treasury .....
Sales and distributions of treasury shares to
employee savings plans and shareowner
dividend reinvestment and stock purchase

(993.7)

329 15.3

(10.3) (2.949) (148.9)

Treasury shares distributed in connection
with stock incentive plans . .............. 3
Foreign currency translation adjustment, net
of income tax benefit of $4.7 million ......
Reduction of ESOP obligations ............
Tax benefit of dividends paid to ESOPs .....
Metro Mobile CTS, Inc. premerger
acquisition activities. . .......cceeeein..

(240) (11.5)

(70.7)

(39.7)
14.4

358
(&)
53270  2,600.3
1,340.6

Balance, December 31,1991 ...............
Netincome............coivunniieiinn...
Dividends declared on common stock
($2.60 pershare) ............o.ill..
ACQUISItIONS . ... ...ttt 337 4 186 2 23.0
Purchase of common stock for treasury ..... 3 .1
Sales and distribution of treasury shares to
employee savings plans and shareowner
dividend reinvestment and stock purchase
Plan ...
Treasury shares distributed in connection
with stock incentive plans...............
Foreign currency translation adjustment, net
of income tax benefit of §5.3 million ......
Reduction of ESOP obligations ............
Tax benefit of dividends paid to ESOPs .. ...
Metro Mobile CTS, Inc. premerger activities . 17.0
Other. ... 2

Balance, December 31, 1992............... 434,155 434.2 186 2 53569
Netincome..............irieininnnnn..
Dividends declared on common stock
(82.68 pershare) . ........... ... ...
ACQUISItion ... ... 3 —_— .6
Distribution of common stock to employee
savingsplans .............. .. .. ...
Sale of common stock to shareowner dividend
reinvestment and stock purchase plan .... 278 3
Common stock distributed in connection with
stock incentiveplans. ..................
Common stock issued pursuant to acquisition
AGPEEMENt ... .vvvieiinennnennennn e 47 Bl
Common stock distributed to Metro Mobile
CTS, Inc. shareowners .. ............... 884 9 (.9)
Foreign currency translation adjustment, net
of income tax benefit of $6.3 million......
Reduction of ESOP obligations ............
Tax benefit of dividends paid to ESOPs .. ...

Balance, December 31, 1993...............

433,818 433.8 - _ -(100.5) 3,442 171.6 721.4

(1,102.3)

9.1 (2,915) (146.4)

(1.2) (344) (16.2)
(39.6)

(42.2)
14.8

2,853.4
1,403.4

(140.1) 186 9.1 679.2

(1,166.6)

(70) 3.4)

256 2 12.3

16.0

510 4 30.3 (8.2) (66) 3.3)

@7) (@)}

56.2
(44.9)
1.6

$5,415.2 $3,093.6

|

Iz
~

436,130  $436.1 $(83.9) 50 $ 24 56343

L

|
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Bell Atlantic Corporation is authorized to issue up to 12.5 million shares each of Preferred and Preference
stock and 1.5 billion shares of common stock.

Under the terms of an acquisition of a cellular telephone system in 1992, the Company issued 46,449 shares of
common stock in October 1993. Additionally, the Company is required to deliver 46,449 common shares in October
1994 and 92,899 common shares in October 1995 (subject to reduction for certain contingencies) pursuant to this
agreement.

Under the terms of an acquisition in 1993 of a permit for the construction of a cellular telephone system, the
Company will be required to deliver 2,720 shares of its common stock in March 1994.

In 1993, the Company issued 883,832 shares of common stock to settle certain litigation arising from the
merger with Metro Mobile CTS, Inc. (Note 13). This settlement had no impact on the Company’s results of
operations.

Under a Shareholder Rights Plan adopted in 1989, one right is attached to each outstanding share of common
stock. When exercisable, each right entitles the holder to purchase one one-hundredth of a share of Series A Junior
Participating Preference Stock at an exercise price of $250, subject to adjustment. The rights become exercisable
and will trade separately from the common stock 10 days after a person or group acquires, or announces a tender
offer for, 15% or more of the Company’s outstanding common stock. In the event any person acquires 15% or
more of the Company’s common stock (except pursuant to certain transactions previously approved by the Board
of Directors), each holder of a right other than such person will have the right to receive, upon payment of the
exercise price, common stock of the Company with a market value of two times the exercise price. In the event
that the Company is acquired in a merger or other business combination, or certain events occur, each right entitles
the holder to purchase shares of common stock of the surviving company having a market value of twice the
exercise price of the right. Until the rights become exercisable, they may be redeemed by the Company at a price
of one cent per right. The rights expire on April 10, 1999.

7. STOCK INCENTIVE PLANS

Under the Bell Atlantic Stock Incentive Plan (the Plan), a total of 14,000,000 shares of common stock may be
distributed upon the exercise of incentive stock options and for payment of performance share awards. Key
employees may be granted incentive stock options to purchase shares of Bell Atlantic’s common stock at prices not
less than the fair market value of the stock at the date of the grant. Stock appreciation rights (SARs) may also be
granted in tandem with the incentive stock options. Upon exercise of the SARs, the related incentive stock options
are canceled. Incentive stock options and SARs are exercisable at dates determined by the terms of the grant, but
not later than 10 years from the date of the grant.

The Plan also provides for the granting of performance share awards to certain key employees. Payment of
performance share awards is based on the achievement of financial, market performance, and other objectives set
by the Board of Directors, typically over a five year period, and made in stock, unless otherwise determined by the
Board. The Plan also allows payment of the performance share awards to be deferred until later periods.

A subsidiary of Bell Atlantic also maintains a separate performance share award plan that provides for awards
of Bell Atlantic's common stock, distributable at various times, based on the subsidiary’s performance and other
factors. '
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Incentive stock options, SARs and performance share awards outstanding under both the Bell Atlantic and
the subsidiary’s plans are as follows:

Weighted Average

Incentive Price of Incentive Performance
Stock Options SARs Stock Options Share Awards
Outstanding, December 31, 1990 .............. 777,501 41,112 $41.68 1,293,261
Granted .. ..oveeiiitiiie e et 1,085,462 33,034 $53.35 585,049
Exercised/Distributed ..............coovinn.. (58,994) —_ $35.50 (286,061)
CANCEIEd .+ e e e ettt aaaaans (99,264)  (35,628) $47.09 (163,368)
Outstanding, December 31,1991 .............. 1,704,705 38,518 $49.01 1,428,881
Granted ... .cvi ittt 993,008 —_— $47.04 119,026
Exercised/Distributed ........c.c.ooiiinann 117,677) — $35.00 (403,288)
Canceled ....cvviiiiiiii ittt (167,834) (23,116) $51.91 (142,873)
Outstanding, December 31,1992 .............. 2,412,202 15,402 $48.68 1,001,746
Granted ... .cviciii it ittt 930,219 — $53.45 91,258
Exercised/Distributed ............cciiinannn (664,753) —_— $47.77 (280,049)
Canceled .......coiiiiiiiiiiieiiiiier i (95,100) (2,742) $52.08 (76,576)
Outstanding, December 31,1993 .............. 2,582,568 12,660 £50.50 736,379

At December 31, 1993, incentive stock options to purchase 1,742,207 shares of common stock were exercisable
under the Plan. A total of 8,114,064 and 8,888,299 shares of common stock were available for the granting of
incentive stock options and performance share awards under the Plan at December 31, 1993 and 1992, respectively.
Compensation expense related to the stock incentive plans described above amounted to $18.6 million in 1993,
$17.0 million in 1992, and $20.6 million in 1991, At December 31, 1993, employees had deferred receipt of 243,618
shares awarded under the Company’s incentive award plans.

8. EMPLOYEE BENEFITS

PENSION PLANS

Substantially all of the Company’s management and associate employees are covered under noncontributory
defined benefit pension plans. The pension benefit formula is based on a flat doliar amount per year of service
according to job classification under the associate plan and a stated percentage of adjusted career average earnings
under the plans for management employees. The Company’s objective in funding the plans is to accumulate funds
at a relatively stable level over participants’ working lives so that benefits are fully funded at retirement. Plan assets
consist principally of investments in domestic and foreign corporate equity securities, U.S. and foreign Government
and corporate debt securities, and real estate.

Pension cost is composed of the following:
Years Ended December 31,

1993 1992 1991
(Dollars in Millions)

Benefits carned during theyear ...ttt $ 1627 §$1713 § 1845
Interest on projected benefit obligation ............... ..ol 818.9 786.8 735.1
Actual return on plan assets . .. ... ... (1,731.7)  (5149) (2,166.9)
Deferral of difference between actual and assumed return on plan assets . . .. 898.3 (309.6) 1,433.3
Net amMOrtiZAON .« vt v ettt ieriiene it i 9 (10.3) (30.3)
Special termination benefits .. ....... ... o — 45.0 10.1
POnSION COSE -« oo v vttt e ettt ieee e ananeeaann e nnniaeeans $ 1491 $1683 § 1658
Pension cost as a percentage of salaries and wages ...................... 4.9% 5.7% 5.5%

The decrease in pension cost in 1993 is due to the net effect of the elimination of one-time charges associated
with special termination benefits that were recognized in the preceding years, favorable investment experience, and
changes in plan demographics due to retirement and severance programs.

In 1992, the Company recognized $45.0 million of special termination benefit costs related to the early
retirement of associate employees of the Network Services companies. The special termination benefit costs and
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The following table sets forth the plans’ funded status and the amounts recognized in the Company's
Consolidated Balance Sheets as of December 31:

1993 1992
Life Life
Health  Insurance Total Health Insurance Total
(Dollars in Millions)
Accumulated postretirement benefit obligation
attributable to: :
Retirees ........covniiiiinninnnnnnnn... $2,2180 $2950 $2,513.0 $1,893.7 $247.6 $2,141.3
Fully cligible plan participants ............ 319.8 ] 320.1 450.1 79.2 529.3
"Other active plan participants ............. 1,362.1 1740 1,536.1 1,074.4 139.5 1,213.9
Total accumulated postretirement benefit :
obligation.......................... 3,899.9 469.3  4,369.2 3,418.2  466.3  3,884.5
Fair valuc of plan assets.................... 676.9 6009 1,277.8 5128 537.1  1,049.9
Accumulated postretirement benefit obligation
‘in excess of (less than) plan assets.......... 3,223.0 (131.6) 13,0914 2,905.4 (70.8) 2,834.6
Unrecognized net gain (loss) ................ (528.8) 101.5 (421.3) (233.8) 41.4 (192.4)
Unamortized prior service cost .............. (65.3) (14) (72.7) (84.5) 9.2) (93.7)
Accrued (prepaid) postretirement benefit .
obligation.............coooiiil ..., $2,628.9 $ (37.5) $2,591.4 $2,587.1 § (38.6) $2,548.5

The assumed discount rate used to measure the accumulated postretirement benefit obligation was 7.25% at
December 31, 1993 and 7.75% at December 31, 1992. The assumed rate of future increases in compensation levels
was 5.25% at December 31, 1993 and 1992. The expected long-term rate of return on plan assets was 8.25% for
1993 and 1992 and 7.5% for 1991. The medical cost trend rate in 1993 was approximately 13.0%, grading down
to an ultimate rate in 2003 of approximately 5.09%. The dental cost trend rate in 1993 and thereafter is
approximately 4.0%. A one percentage point increase in the assumed health care cost trend rates for each future
year would havé increased the -aggregate of the service and interest cost components of 1993 net periodic
postretirement benefit cost by $48.0 million and would have increased the accumulated postretirement benefit
obligation as of December 31, 1993 by $493.7 million.

Postretirement benefits other than pensions have been included in collective bargaining agreements and have
been modified from time to time. The Company has periodically modified benefits under plans maintained for its
management employees. Expectations with respect to future amendments to the Company’s postretirement benefit
plans have been reflected in determining the Company’s postretirement benefit cost under Statement No. 106.

POSTEMPLOYMENT BENEFITS

Effective January 1, 1993, the Company adopted Statement of Financial Accounting Standards No. 112,
“Employers’ Accounting for Postemployment Benefits” (Statement No. 112). Statement No. 112 requires accrual
accounting for the estimated cost of benefits provided to former or inactive employees after employment but before
retirement. This change principally affects the Company’s accounting for disability and workers’ compensation
benefits, which previously were charged to expense as the benefits were paid.

The cumulative effect at January 1, 1993 of adopting Statement No. 112 reduced net income by $85.0 million,
net of a deferred income tax benefit of $50.6 million. The adoption of Statement No. 112 did not have a significant
effect on the Company’s ongoing level of operating expense in 1993.

SAVINGS PLANS AND EMPLOYEE STOCK OWNERSHIP PLANS

The Company has established savings plans to provide opportunities for eligible employees to save for
Tetirement on a tax-deferred basis and encourage employees to acquire and maintain an equity interest in the
Company. Under these plans, the Company matches a certain percentage of eligible employee contributions with
shares of the Company’s common stock. Two leveraged employee stock ownership plans (ESOPs) were established
to purchase the Company's common stock and fund the Company’s matching contribution. Common stock is
allocated from the ESOP trusts based on the proportion of principal and interest paid on ESOP debt in a year to
the remaining principal and interest due over the term of the debt.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS
AND FINANCIAL CONDITION

RESULTS OF OPERATIONS

Net income in 1993 and 1992 was $1,403.4 million or $3.22 per share and $1,340.6 million or $3.13 per share,
respectively, compared with a loss of $324.4 million or $.72 per share for 1991. Results for 1993 included the
cumulative effects of adopting Statement of Financial Accounting Standards No. 112, “Employers' Accounting for
Postemployment Benefits” (Statement No. 112) and Statement of Financial Accounting Standards No. 109,
“Accounting for Income Taxes” (Statement No. 109). The loss in 1991 refiected a charge of $1,554.3 million, or
$3.63 per share, for the adoption of Statement of Financial Accounting Standards No. 106, “Employers’
Accounting for Postretirement Benefits Other Than Pensions™ (Statement No. 106). Results for 1993 represented
increases of 4.7% in net income and 2.9% in earnings per share over 1992, attributable to operating income growth
of 11.6%, fueled by improved business volumes and expense controls, and lower interest costs, partially offset by
higher income taxes. Results for 1992 represented increases of 9.0% in net income and 7.6% in earnings per share
over 1991, excluding the cumulative effect of the adoption of Statement No. 106.

Other items affecting the comparison of operating results are discussed in the following sections.

OPERATING REVENUES

Local service revenues are earned by the telephone subsidiaries from the provision of local exchange, local
private line, and public telephone services. Local service revenues increased $163.8 million or 3.3% and
$134.3 million or 2.8% in 1993 and 1992, respectively. The increase in both years resulted primarily from growth
in network access lines and higher demand for value-added central office services such as Custom Calling and Caller
ID. Access lines in service at December 31, 1993 and 1992 increased 2.6% and 2.4%, respectively, over the prior
year. Revenues from value-added central office services offered by the telephone subsidiaries increased $51.3 million
or 14.1% in 1993 compared with $42.1 million or 13.1% growth in 1992,

Network access revenues are received from interexchange carriers (IXCs) for their use of the Company’s local
exchange facilities in providing long-distance services to IXCs’ customers and from end-user subscribers. Switched
access revenues are derived from usage-based charges paid by IXCs for access to the Company’s network. Special
access revenues arise from access charges paid by customers who have private lines, and end-user access revenues
are earned from local exchange carrier customers who pay for access to the network.

Network access revenues increased $117.8 million or 4.0% in 1993 and $31.0 million or 1.1% in 1992. Growth
in access minutes of use was 7.2% and 4.3% in the respective periods. Revenue increases related to this volume
growth were partially offset in both years by the effect of interstate rate reductions filed by the Company with the
Federal Communications Commission (FCC), which became effective on July 2, 1993 and July 1, 1992, and by
related estimated price cap sharing liabilities.

Toll service revenues increased $1.8 million or 0.1% in 1993 and $17.5 million or 1.1% in 1992. Toll message
volume growth was 3.4% in 1993 compared with 2.9% in 1992. Volume-related message toll service revenue
increases were partially offset in 1993 and 1992 by declines in revenues from WATS and private line services,
principally due to competitive pressures. In 1993, revenue growth was offset further by the effects of rate reductions
at one of the telephone subsidiaries.

Other Network Services revenues include amounts earned from directory advertising, billing and collection
services provided to IXCs, premises services such as inside wire installation and maintenance, and certain
nonregulated enhanced network services. Directory advertising revenues in 1993 increased $27.1 million or 2.7%
compared to a $25.3 million or 2.5% increase in 1992. Revenue growth was adversely impacted in both years by
decreasing sales volume attributable primarily to competition. In addition, the rate of economic recovery as it
pertains to this line of business continues to be mixed within the Network Services operating region. Premises
services revenues increased $25.2 million or 9.6% and $10.9 million or 4.3% in 1993 and 1992, respectively,
principally as a result of higher business volumes. Revenues from Answer Call, a nonregulated enhanced network
service, were $50.6 million, $27.9 million, and $13.0 million in 1993, 1992, and 1991, respectively. Billing and
collection revenues decreased $23.0 million in 1993 primarily as a result of the effect of favorable claim adjustments
recorded in 1992. Billing and collection revenues were also reduced in 1993 as a result of reductions in services
provided under long-term contracts with certain IXCs.




expense at the financial services and real estate companies of approximately $119 million due to the de-emphasis of
computer leasing and real estate operations.

Other operating expenses decreased $233.4 million or 6.19 in 1993. This reduction was largely the result of a
decrease of approximately $184 million due to the transfer of the Atlanticom business to a partnership. The decrease
also included the effect of the recognition in 1992 of approximately $47 million of one-time costs associated with the
Company’s merger with Metro Mobile CTS, Inc. (Metro Mobile). Additional decreases resulting from lower
expenses at the financial services and real estate companies and Network Services companies were largely offset by
increases related to higher business volumes at the Company’s cellular and computer maintenance subsidiaries.

Other operating expenses increased $157.9 million or 4.3% in 1992 due primarily to higher business volumes
at the Company’s cellular subsidiaries, recognition of approximately $47 million of one-time costs associated with
the Metro Mobile merger, and increased deployment of advanced switching software at the telephone subsidiaries.
These increases were offset in part by decreased expenses at the financial services companies, primarily as a result
of lower interest costs associated with reduced debt levels in 1992, and the effect of the July 1991 transfer of the
Company’s European computer maintenance business to a joint venture. Company-wide cost containment efforts
also reduced expenses during 1992.

Assuming successful completion of the initial public offering to dispose of a significant portion of the
Company’s diversified leasing business, future periods will no longer include a significant portion of expenses from
this business. Operating expenses related to the business covered in the registration statement were $191.6 million
for the twelve months ended December 31, 1993.

OTHER INCOME AND EXPENSE

Other income and expense includes equity income from the Company’s investment in unconsolidated
businesses, interest and dividend income, and gains and losses from the disposition of assets and investments. Other
income, net of expense, was $88.1 million in 1993, $214.4 million in 1992,’and $176.2 million in 1991.

The 1993 decrease is primarily the result of gains on the sale of certain assets recorded in 1992 and
approximately $32 million of interest income recognized in 1992 in connection with the settlement of various federal
income tax matters related to prior periods. Other income and expense for 1993 included approximately $42 million
representing the Company’s share of restructuring charges taken by Telecom Corporation of New Zealand Limited
(Telecom), a pretax gain of approximately $65 million related to the private sales of a portion of the Company’s
investment in Telecom, and a pretax charge of approximately $26 million associated with a planned disposition of
certain non-strategic businesses.

The increase in 1992 reflects gains on sales of shares in HCA-Hospital Corporation of America (HCA) and
real estate. The aggregate amount of these gains was virtually the same as the 1991 gains related to the Company’s
sales of shares in Telecom and real estate and the transfer of the Company's European computer maintenance
business to a joint venture. The increase in 1992 also included approximately $32 million of interest income
recognized in connection with the settlement of various federal income tax matters related to prior periods.

Other income and expense, net, in 1994 is expected to- decrease significantly due to goodwill amortization
associated with the Company’s equity investment in Grupo lIusacell, S.A. de C.V. (Iusacell), a Mexican
telecommunications company.

INTEREST EXPENSE, EXCLUDING FINANCIAL SERVICES

Interest expense decreased $82.8 million or 11.9% and $111.9 million or 13.9% in 1993 and 1992, respectively,
principally due to the effects of lower short-term interest rates and long-term debt refinancings. Decreases also
resulted from lower interest costs associated with the Telecom investment, as proceeds from the Company's sale of
Telecom shares in 1993 and 1991 were used to reduce a portion of the acquisition-related debt. The effect of a
$16.9 million write-off of deferred financing costs at Metro Mobile in 1991 also contributed to the decrease in 1992.

INCOME TAXES

The provision for income taxes increased $148.5 million or 23.1% in 1993 compared to a decrease of $21.3
million or 3.2% in 1992.










D el R e tatr tae H e e Tt T

of credit and shelf registrations for the issuance of up to $2.3 billion of unsecured debt secunnes

During 1993, as in prior years, the Company’s primary source of funds continued to be cash generated from
operations. Revenue growth, cost containment measures and savings on interest costs contributed to cash provided
from operations of $4.23 billion for the year ended December 31, 1993, compared to $3.91 billion in 1992. In
addition, in 1993, the sale of a portion of the Company’s interest in Telecom provided cash proceeds from investing
activities of $253.7 million. In 1992, sales of real estate and HCA stock, and the disposition of businesses, provided
net cash proceeds from investing activities of approximately $393 million.

In March 1994, the Company expects to receive a payment of approximately $65 million in connection with a
capital reduction plan by Telecom in which 20% of Telecom’s outstanding shares will be canceled on a pro rata
basis and shareholders will receive one New Zealand Dollar for each share canceled. Telecom's capital reduction
will not change the Company’s ownership percentage of Telecom.

The primary use of capital resources continued to be capital expenditures. The Company invested
approximately $2.1 billion in 1993, $2.2 billion in 1992, and $2.3 billion in 1991 in the telephone subsidiaries’
network. This level of investment is expected to continue in 1994. The Company plans to reallocate capital
resources to the deployment of broadband network platforms, as capital requirements for the narrowband network
" modernization are reduced. During 1993, the Company funded $289.1 million of postretirement health care and
pension benefit costs compared to $348.6 million in 1992. In 1993, the Company used $674.4 million of cash in
connection with its investment in Iusacell and the acquisition of two directory sales companies and certain cellular
properties.

The Company reduced long-term debt (including capital leases) and short-term debt by $168.2 million in 1993
and $764.4 million in 1992. Approximately $1.7 billion and $1.8 billion of debt was refinanced at more favorable
interest rates during 1993 and 1992, respectively. The Company’s debt ratio was 54.6% as of December 31, 1993,
compared to 56.3% at December 31, 1992,

The Company issued shares of its common stock for cash, in satisfaction of liabilities and in connection with
acquisitions (see Note 6 of Notes to Consolidated Financial Statements).
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

CONSOLIDATION

The consolidated financial statements include the accounts of Bell Atlantic Corporation (Bell Atlantic) and its
majority-owned subsidiaries (together with Bell Atlantic, the Company). Investments in less-than-majority-owned
businesses, including the Company’s investments in Telecom Corporation of New Zealand Limited (Telecom),
Grupo Iusacell, S.A. de C.V., a one-seventh interest in Bell Communications Research, Inc., several cellular mobile
communications and real estate partnerships, and several other domestic and international joint ventures, are
accounted for using the equity method. The portion of the Company’s investment in Telecom that was required to
be sold was accounted for using the cost method. All significant intercompany accounts and transactions have been
eliminated.

Network Services consists of the Company’s seven telephone subsidiaries and subsidiaries that provide
centralized management, financing, and technical services. Financial Services consists of the Company's lease
financing subsidiaries.

The telephone subsidiaries are included in the consolidated financial statements using generally accepted
accounting principles applicable to regulated entities.

REVENUE RECOGNITION

Revenues are recognized as earned on the accrual basis.

The telephone subsidiaries recognize revenues when services are rendered based on usage of the Company's
local exchange network and facilities. For Other Communications and Related Services, revenue is recognized when
products are delivered or services are rendered to customers. Cellular operations revenue includes access and usage,
equipment, and gross roamer revenue into and out of the Company’s markets.

Financial, Real Estate, and Other Services revenues primarily result from leasing transactions, which are
recorded in accordance with Statement of Financial Accounting Standards No. 13, “Accounting for Leases."”

Direct finance lease receivables consist of the gross minimum lease payments receivable under the leases plus
the estimated residual value of the leased property less the unearned income. Unearned income represents the excess
of the gross minimum lease payments receivable plus the estimated residual value over the cost of the equipment
leased. Unearned income is amortized to income over the term of the lease by methods that provide an
approximately level rate of return on the net investment in the lease.

Leveraged lease receivables consist of the aggregate minimum rentals receivable under the leases, net of related
nonrecourse debt, plus the estimated residual value of the leased property less unearned income. The unearned
income represents the estimated pretax lease income and unamortized investment tax credits.

Accumulated deferred income taxes arising from leveraged leases are deducted from leveraged lease receivables
to determine the net investment in leveraged leases. Unearned income is recognized at a rate that will distribute
income to years in which the net investment in the leveraged lease is positive.

Operating lease income is recognized in equal monthly amounts over the term of the lease.

CASH AND CASH EQUIVALENTS

The Company considers all highly liquid investments with a maturity of 90 days or less when purchased to be
cash equivalents. Cash equivalents are stated at cost, which approximates market value.

SHORT-TERM INVESTMENTS

Short-term investments consist of investments that mature 91 days to 12 months from the date of purchase.
Short-term investments are stated at cost, which approximates market value.
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@ Bell Atlantic

Bell Atlantic Corporation Brian D. Oliver

One Bell Atlantic Plaza Vice President

1310 N. Courth House Road Corporate Development
Arlington, VA 22201

(703) 351-4504

FAX (703) 351-4557

November 16, 1994

Mr. Bruce D. Kraselsky, Chairman
Constellation Communications, Inc.
10530 Rosehaven Street, Suite 410
Fairfax, Virginia 22030

Dear Mr. Kraselsky:

The attached financial statements show Bell Atlantic Corporation (BAC)

~ assets of $29.544 billion and stockholders’ equity of $8.224 billion. In
addition, BAC has credit lines of $2.1 billion. Annual funds from
operations exceeded $4.2 billion for 1993. These available funds are well
in excess of the amount which we understand is necessary to construct,
launch and operate for one year the CCI LEO satellite system.

BAC has completed an initial review of CCI's FCC application and its
business plans for satellite system construction and operation. It is
BAC’s intent to provide financial support for that satellite project subject
to normal business reviews of market conditions and the project’s
progress to assure acceptable levels of risk and return.

Actual BAC financial commitments would be subject to negotiation of
satisfactory agreements; and our customary internal business approval
procedures, including, if applicable, approval by the Board of Directors.

Sincerely,

Vice President Corporate Development
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These initiatives support plans to aggressively deploy new technology, reduce costs while
improving customer service levels, and adopt accounting methodology appropriate fora
competitive rather than a regulated industry environment. These charges included: $4.92 per share
(or $2.15 billion) related to the discontinuance of accounting for the effects of certain types of
regulation and the revaluation of telephone plant; $.23 per share (or $99.5 miltion) for costs
associated with the separation of employees who are entitled to benefits under existing separation
pay plans, including those who are part of a workforce reduction of 5,600 employees over a three-
year period; and $.05 per share (or $22.3 million) related to the disposition of certain non-strategic

investments.

After comparability adjustments in both periods, net income was $397.4 million in the third
quarter of 1994, an increase of 5.8 percent over the third quarter of 1993. Total operating
revenues for the third quarter of 1994 were $3.42 billion, an increase of 3.8 percent compared with
$3.29 billion for the same period last year. Excluding the company's financial services businesses

which have been de-emphasized, revenues increased by 6.0 percent

The company's wireless business had it3 third consecutive quarter of record growth, with
the customer base increasing 57.5 percent over the same date last year for a totl of 1.45 million
subscribers at September 30, 1994. Revenue in the wireless business increased 45.6 percent over

the third quarter of 1993.

"Our wireless business continues to show very strong results and accelerated growth
patterns,” Smith said. "We have set an objecdve for domestic customer growth of between 55
percent and 60 percent for the calendar year, and we are confident that we can achieve this growth.
In August, we completed the final stage of our acquisition of a 42 percent economic interest and 44

-maore-
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Bell Atlantic Corporation, based in Philadelphia, is the parent of companies which provide
a full array of local exchange telecommunications services in New Jersey, Pennsylvania,
Delaware, Maryland, Virginia, West Virginia, and Washington, D.C. The corporation is at the
forefront of developing a variety of new products, including video, entertainment, and information

services.

Bell Atlantc also is the parent of one of the nation's largest cellular carriers and has an
ownership position in cellular properties internationally, including a 42 percent economic interest in
Grupo Iusacell, S.A. d2 C.V., Mexico's largest independent cellular company. In addition, Bell

Adantic owns an interest in Telecom Corporation of New Zealand and is the parent of companies

‘that provide business systems services for customer-based information technology throughout the

U.S. and internationally.







n -
(In millions, except per-share amounts)

Three months ended Nine months ended
—September 30 —September30
1994+ 1993 1994* 1993+
Per Common Share Amounts
Income before extraordinary items and
cumuladve effect of changes in
accounting principles $.63 $.89 $2.49 $2.62
Extraordinary items (4.92) (.02) (4.94) (.12)
Cumulative effect of changes in
accounting principles - - - (.04)
Net Income (Loss) $(4.29) $.87 $(2.45) $2.46
Dividends declared per
common share ] $.69 $.67 $2.07 $2.01
Weighted average number of
common and equivalent
shares outstanding 437.3 436.4 437.3 435.9
Qther Selected Data
September 30
1994 1993
Return on Average Common Equity
Three months ended - (10.1)% 18.6%
Nine months ended (8.3)% 18.0%
Total Assets (millions) $24,517.9 $28,776.3
Total Employees 72,900 73,200

* Effective August 1, 1994, the company's telephone subsidiaries discontinued application of Statement
of Financial Accounting Standards No. 71, "Accounting for the Effects of Certain Types of
Regulation."

** Restated in the fourth quarter of 1993 to reflect the cumulative effect of the adopdon of Statement of

Financial Accounting Standards No. 112, "Employers' Accounting for Post-employment Benefits,”
effective January 1, 1993. ‘




BELL ATLANTIC CORPORATION AND SUBSIDIARIES

(In millions)
Nine Months Ended September 30,
1994 1993

Cash Flows from Operating Activities

Net income (loss) $(1,069.7) $1,070.3
Depreciation and amortization 1,972.4 1,895.3
Extraordinary items 2,156.7 543
Cumulative effect of changes in
accounting principles -- 19.8
Other, net (514.6) A 5.8
Net Cash Provided by Operating
Activities 2,544.8 13,0455
Net Cash Used in Investing '
Activities (956.6) (1,433.0)
Net Cash Used in Financing
Activities (1,508.2) (1,637.4)
Increase (Decrease) in Cash and
Cash Equivalents 80.0 (24.9)
Cash and Cash Equivalents,
Beginning of Period 146.1 - 296.0
Cash and Cash Equivalents,
End of Period $ 226.1 $ 2711



















World Trade Center. Currently, we're partnering
with other companies to build ultra-high-speed fi-
ber rings between New Jersey and New York City.

Within the business itself, we plan to increase
efficiericy and reduce total network costs even
further by developing and deploying state-of-the-
art operating systems.

e Fifth, we continued to innovate within our ex-
isting core businesses by introducing new value-
added services. :

Innovative network products such as IQ Serv-
ices and Answer Call have made strong contribu-
tions to positive revenue growth in our traditional
markets. In 1993, we posted close to $300 million
in recurring revenues from products introduced
since 1989. In the future, we will continue our
steady stream of service introductions, which will
include CritiCall*™ emergency notification and
monitoring service and voice-activated services.

In the wireless arena, 1993 saw us introduce
TraveLink ™, a service that automatically delivers
incoming cellular calls to roaming customers, and
we announced upcoming trials of Spoken Caller
Identification, which identifies callers to a mobile
phone by name or number with a digitized voice.
In 1993, we introduced the AirBridge ™ family of
services that provide a range of wireless data appli-
cations, including mobile fax, electronic mail, mo-
bile computing connections, package tracking, and
.remote device monitoring and control.

In the business market, we will continue to
strengthen our presence by meeting data transport
needs for large and small businesses with a basket
of high-bandwidth services, such as Switched Mul-
ti-megabit Data Service (SMDS) and Frame Relay.

e Sixth, and finally, we're expanding both within
and beyond our region by choosing the appropri-
ate markets and technology platforms to estab-
lish Bell Atlantic as the full-service network
provider of choice for entertainment, communi-
cation and multimedia services.

In some areas, the point of entry to these new
market opportunities might be our existing tele-
phone network. We recently announced plans to ex-
pand our Stargazer*™ video-on-demand trial over
existing telephone lines to a full market trial involv-
ing tens of thousands of customers in the Maryland
and Virginia suburbs of Washington, D.C.

In other places, the entry point might be cellu-
lar, or other wireless technologies such as personal
communications services. In 1994, we expect to par-
ticipate in'the FCC spectrum auctioning process
for an opportunity to establish a national wireless
footprint. Still another option is to team with cable
television operators to establish a market presence
outside of our region.

On the international front, our agreement to

.. acquire up to a 46 percent interest in Grupo

Tusacell, S.A. de C.V,, the second-largest telecom-
munications company in Mexico, represents the
most significant overseas wireless investment in our
history.

While it is focused primarily on cellular to-
day, Iusacell plans to use non-cellular radio spec-
trum to provide basic telephone service in Mexico,
where there is currently a huge, unfulfilled de-
mand. Moreover, the company is well positioned
to compete in the long-distance business after Mex-
ico opens up that business to full competition in
August of 1996.

Maximizing Value

In implementing each of these strategies, our focus
will be on prudent capital investing in opportuni-
ties that provide value to our customers and
growth to our shareowners. Along the way, we
will continue to emphasize our single most impor-
tant financial imperative—to increase capital effi-
ciency, maximizing our return from every dollar
spent. In the network, for example, we’re re-allocat-
ing investment dollars to broadband technologies
without significantly expanding our capital budget.
What’s more, we continue to accelerate capital re-
covery and target investments at new markets that
promise high returns or where there are attractive
opportunities for expansion.

Our business opportunity for 1994 and be-
yond is straightforward—enhance the value of our
core businesses by expanding our customer and
service base, and develop high-growth businesses
in the video entertainment, cable transport, cable
television, and information services markets.

In summary, transforming ourselves for long-
term growth has been a deliberate, ongoing proc-
ess at Bell Atlantic. In 1993, we were highly suc-
cessful not only at achieving strong operating
results, but more important, at changing our meth-
ods, sharpening our customer focus, and preparing
ourselves for a leading role in creating a new age
in telecommunications.

I could not be more confident about where
we're headed.

Raymond W. Smith
Chairman of the Board and
Chief Executive Officer
February 24, 1994







4-PARTICIPAGOES SOCIETARIAS
EM CONTROLADAS

Em 31/12/1993 e 1992 (em moeda de 31/12/93), os investimentos sdo os seguintes:

(Em milhares de cruzeiros reais)

Corregao Integral e Correcao
Legislagao Societéria integral
1993 1992

Controladas

- Empresas auditadas por KPMG - Peat Marwick

- Empresas auditadas por outros audit. independentes
Qutros investimentos

TOTAL

3483 880.187
594.474 616
180 853 233

4,259.208.036

2.829761707
641704512
21584 288
3.493.050.507

Os detalhes dos investime.tos em controladas estdo apresenfados no quadro anexo as Notas Exphcativas.

5-TRANSACOES COM EMPRESAS
DO SISTEMA TELEBRAS

As demonsiracdes contabeis da controladora incluem os saldos decorrentes de transagdes com

empresas coniroladas e coligadas, conforme segue:

a - Valores a receber

(Em milhares de cruzeiros reais)

Correc¢ao integral e Corregido
Legisiagdo Societaria Integral
1983 1992
Emprest /financ em moada nac 282 083 786 342.314.920
Repasse-empresl./financ
Moeda nacional 207 661 786 80 070.506
Moeda estrangeira 232 173 280 209.550.919
Dwidendos 69373379 78.260.023
Aphc capnaizaveic 110 493 396 131 166936
Qutros vaiores a receber 2421046 2.262 390
TOTAL 904.206.673 843.625.694
Parcela de Curio Prazo 400 002 087 251.456.810
Parcela de Longo Prazo 504 204 586 592.168.884

A coniroladora é remunerada pelos repasses, a
uma loxa de 0,0625% a 0,5% o semestre sobre os
saldos devedores, além do ressarcimento dos
encargos incorridos, excelo no caso dos repasses
dus fibras épticas importadas da Philips Export

{Holanda) sobre as quais houve uma taxa de
administracao (flat) de 25%.

Pelos empréstimos concedidos, a coniroladora é
remunerada por uma faxa varidvel acima da UFIR,
de até 1% a.m.




b - Valores a pagar

(Em milhares de cruzeiros reais)

Correcao Integrai e Corregao
Legislagcao Societéria integral
1993 1992

Materiais e servigos 1757 383 317 590
Repasse-emp. moeda nacional 16 371405 21029970
Outros 20 165 119 096
TOTAL 18.148.953 21.466.656
Parcela a Curto Prazo 18 148.953

Parcela a Longo Prazo

21.466 656

Outros valores a receber e a pagar decorrem,

principalmente de despesas efetuadas

correspondentes a servigos técnicos prestados a

empresas do Sistema TELEBRAS (ESTB), venciveis a
prazos inferiores a 30 dias.

6-BENS EINSTALACOES

EM SERVICOS

As principais contas e as respectivas taxas de depreciag@o s@o as seguinfes:

Imobilizado

(Em milhares de cruzeiros reais)

CONTROLADORA CONSOLIDADO

Correg¢ao Corregao Taxa
GRUPOS DE CONTAS lntggral_e Corre¢ao Int_egral_ Corregao A::al

Legislagido Integral Legislagao Integral

Societaria Societaria D,ePr_e'

1993 1992 1993 1992 ciagao

Equip de comu! automaticos 2833263737 2708869 108 T 6%
Equip de transmissdo. cabos aéreos,
subterr@neos de preédios. teleimpres-
soras centrai privada de comutagao
telefdnica automalica, equipamento
de energia e mobliarios 23 986.909 21618710 3633988629 3394 094 441 10 00
Cabe enter , postes e torres 201519 467 157 353 187 500
Cabo submerso 23 407 227 23.020 162 667
Eg de comutagdo manual. rddio analog. e
apar teletdon 946 765 647 602.801 081 12 50
Equin de computagao 12.031 382 11907 101 108 544 348 102.059 231 20.00
Predics e canaliz. subterrdnea 37 446 081 36851097 1620864 336 1552705761 400
veicuios 433 600 418 459 56 142 971 49694 881 20 0C
Terrenos 1024 852 1117995 106 996 956 104 748 536 -
Outros 2213712 1912 464 86 889 450 33 288 447
TOTAL 77.136.536 73.825.826 9.618.382.768 8.728.654.835 -
Taxa Méaia - Depreciagdo Anual 7.1% 5% 6.2%




Depreciacio e amortizacdo acumulada (Em milhares de cruzeiros reais)
CONTROLADORA CONSOLIDADO
Corregao Corregao
integral e Corregao Integrai e Corregiao
GRUPOS DE CONTAS Legislagao integral Legislagido integral
Societaria Societiria
1993 1992 1993 1992
Equip de comutagao automaticos 1694 134587 1597470834
Equip. de transmissao, cabos aéros. sub-
terraneos. de prédios. teleimpressoras.
central privada de comutagao telefénica
automdtica. equipamento de
energta e mobiliarios 16 587 338 14.731036 2.118673.505 2.060999513
Cabo enterrado. postes e torres 86.946.379 74 263911
Cabo submerso 4 602 281 3078 380
Eq de comutag¢do manual. radio analog. e
aparelhos telefénicos 632.989 780 402 832 620
Equip de computacao 10 296 060 8863011 83816 089 75 881 397
Prédios e canalizagao subterranea 18 269 729 17 244 152 627 906 282 585 075 863
Veiculos 413 004 358 197 40 857.373 35 171452
Qutros 767 899 168 388 41536 888 17 407 048
TOTAL 46.334.030 41.370.784 5.331.463.164 4.862.181.024
7-1MPOSTOS, TAXAS
ECONTRIBUIGCOES
Exigiveis (Em milhares de cruzeiros reais)
CONTROLADORA CONSOLIDADO
Corregao Corregao
DESCRIGAO Integral e Corregao integral e Corregao
Legislagao Integral Legislagao Integral
Societaria * Societaria
1993 1992 1993 1992
ICMS 578 427 68 237 582 57 331742
Imposto derenda a pagar 24 537 838 76 626 688
imposto de renda diferido 1.016 080 252 446 229 597 377 432
Imposto de renda - parcelado 660.023
Cofins 3880724 3200030
Contribuigao social 2579379 42 587 159 69 039 838
PIS/PASEP 17 446 35 558 1664 302 1396274
OQutros 9908 5834 2 202 262 1752438
Parceia a Curto Prazo 27 932 2621198 104 392 152 158 960 443
Parcela a Longo Prazo 1.016 080 291883967 647 764 004







9- TiTULOS DE RENDA -
“EURONOTES/IENENOTES"

Foram langados 6 emissbes de “Euronotes” e 1 de “lenenotes”, assim caracterizados:

Emissio Agente Data Valor US$ Prazo Caréncia Amortizado em Juros

Euronotes

t Merril Lynch 16.10.91  200.000.000 5 anos 2 anos 7 parc sem. 10% a.a.-
PAG. SEM

3 Salomon Brothers  31.03 92 90.000.000 5 anos - 31.03.97 10%a.a-
PAG. SEM

4 Salomon Brothers 16.06.92  100.000.000 5 anos - 160697 10%aa.-
PAG SEM

5 Merril Lynch 09.09.92  100.000.000 5 anos - 09 09.97 10.375%a a -
PAG SEM

6 Nomura int 22.1092 40.000.000 5 anos - 221097 10% a.a-
PAG. SEM.

Valorienes
lenenotes il
19 Nomura int. 28 1093 20 000 000 3 anos - 28 1096 7 2% a.a. (1)

{1} Pagamento onual o portir da 2? parcela.

O saldo contabil apresenta o seguinte posicdo {principal, variogdo e juros):

(Em milhares de cruzeiros reais)

CONTROLADORA

VENCIMENTO Corregao Integrai e Corregao

Legisiagdo Societaria integral

31/12/93 31/12/92

1993 - 43.774 322
1994 52.446 198 45970408
1995 18.634 571 17 852.586
1996 77 053 372 17 852 586
1997 78 265 200 74 980.859
TOTAL 226.399.341 200.430.761
Parcela a Curto Prazo 52.446 198 43774322
Parcela a Longo Prazo 173.953.143 156.656.439
O produto da captagGo dos “Euronoctes/lerienotes”  Sisternas de Telecomunicagdes. Os encargos estdo
estd totalmente repassado as empresas do STB, repassados nas mesmas condi¢des da
para aplicag@o na expansdo e modernizacdo dos remunera¢@o do “Euronotes/lenenotes”.










c) Lucros acumulados

O saldo remanescente do luero liquido do exercicio,
ajustado nos termos do artigo 202 do Lei 6404/76,
no montante de CR$ 55.605.067 mil

(CR$ 303.505.351 mil em 1992, em moeda de
31/12/93), estd compondo o saldo da conta lucros
acumulados, que serd utilizado para futuro
aumento de capital, visando sua aplicagdo na
modernizagdo e expansdo do sistema de
telecomunicagdes.

d) Dividendos

Em cumprimento ao disposto no artigo 65 do
Estatuto Social da Companhia, a Administragao
propde a distribui¢do da quantia de

CR$ 10.950.001 mil (CR$ 62.053.821 mil em 1992,
em moeda de 31/12/93) para pagamento de
dividendos aos possuidores de agdes preferenciais e
de CR$ 7.585.021 mil (CR$ 39.114.629 milem
1992, em moeda 31/12/93) aos possuidores de
agdes ordindrias. A proposta estd sujeita &
aprovagdo da Assembléia Geral Ordinaria. O
montante do dividendo por agdo foi calculado “pro-
rata-temporis”, sendo que o valor do dividendo
integral & de CR$ 0,065058 por agdo (CR$ 0,3691
em 1992, em moeda de 31/12/93). O lucro liquido
ajustado, que serviu de base para o calculo dos
dividendos, estd assim constituido:

{(Em milhares de cruzeiros reais)

Corregio Integral e Corregio
Legislagao Societaria integral
1993 1992
Lucro figuido do exercicio 495.376.039 203.981.130
Reversao reserva lucros a realizar 74.140.089 371.302.201
Destinagao reserva legal (24.768.802) (10.199.056)
Destinagao reserva lucros a realizar (470607.237) (160.410474)
Lucro liquido ajustado (LLA) 74 140089 404 673,801
Dw:dendos -25% do LLA 18 535 022 101,168 450

Os dividendos minimos correspondentes as agdes
preferenciais estdo calculados com base no Capital
Social nominal. A distribuicdo de dividendos esta
baseada na Lei n® 6.404/76 e disposigoes
estatutanias ndo considerando a interpretagdo da
CVM contida no Parecer de Orientagao CVM,

n® 16/86. Caso houvesse sido adotada a
interpretagdo da CVM, o valor dos dividendos seria
de CR$ 0,065058 por agdo para agdes ordindrias e
CR$ 0,383589 por agdo para agdes preferenciais,
perfazendo um total de CR$ 72.146.884 mil.













PARTICIPAGAO EM

31 de dezembro de 1993 e 1992

Valor Lucro Quantidade de A¢des
Capital Patriménio | Patrimonial | Liguido ‘

EMPRESA‘s ) Social Liquido da b Poasuidaa (mil)

Acao Exercicio | ordinirias{preferenciais
a Empresas auditadas por nossos auditoresindependentes
TELEBAHIA (1) 38.893.737 195.023839 25.496325 (5513933) 2565165 4.742.589
TELEMIG (2) 21.671.447 273.008.291 13.640376 34.703.133 7.147.297 11.209 766
TELEST 1.768.984  59.689.348 36.864993 7.937 120 643 146 877.335
TELERJ (3) 16.047.298 473.090.821 22.680849 9.959.631 9.329.507 8.454 425
TELESP (4) 45.542.894 1.582.783 199 99915326 164 836 284 7726941 4401595
CTBC (5) . 3.488.905 133.786 037 B1.960876 12.360.091 138.324 248 750
TELEBRASILIA (6) 4.744.597 137 345.739 80.625731 18.051.527 711.288 690 039
TELEPAR(7) 10.625.320 277082 507 97.888601 28 412.266 1.108 446 972 687
TELESC 3.506.897 141514.380 68.646323 18.332.510 832.718 1029 198
CTMR 273.920 11571844 83.136867 817.217 66 432 49 980
EMBRATEL 20.000.000 975.859.417 206,58 1642 126.517.652  4.308.267
SUBTOTAL 4.260.755.422 416.413.498 34.577.531 32.676.364
b) Empresas auditadas por outros auditoresindependentes
TELERON 631.843 28.850.522 46.831200 636.009 198.333 375 462
TELEACRE 477 921 6892.287 6.995779 (182 303) 323.692 596 641
TELEAMAZON 1437615 42.124.570 62.155547 (2.395.624) 244.234 313.981
TELAIMA 167 818 4299 349 11277933 (142 289) 121946 228 316
TELEFPARA 1.312385 55832006 35523570 3737596 434 498 785723
TELEAMAPA 191 190 5831232 10534891 91424 175597 336 840
TELMA 1225545 39573.631 18609757 727.493 545.439 1.015626
TELEPISA 863.979 24.681952 17 520902 1.338.330 398.744 792 297
TELECEARA 2.592.143 80.564.464 45136785 (996.931) 531078 834 770
TELERN 887 052 33.548 721 40.469614 3889476 266.157 376 531
TELPA 935.870 33.615.833 32.566667 1.441 094 354.176 411025
TELPE 2.540 123 95.663.869 16896769 5536 192 1.828.713 3283233
TELASA 838298 25864941 7591116 (1.715578) 1.118.026 2.120806
TELERGIPE 606.910 19738627 25278586 (732 082) 207 335 418.544
TELEGQIAS 2.232.443 95.110755 30.185403 20442 454 1.049.141 1.883 273
TELEMS 1.244.899 55405284 58417127 5.399643 333.124 581 596
TELEMAT 1.238934 45847 633 97899204 6.350.278 188.121 246.410
SUBTOTAL 693.445.676 43,425,182 8.318.354 14.601.074
TOTAL GERAL 4,954,201.098 459.838.680 42.895.885 47.277.438







PARECER DOS

AUDITORES

Aos

Administradores e Acionistas da
Telecomunicagdes Brasileiras S.A. - TELEBRAS
Brasilia - DF

E xaminamos os balangos patrimoniais da
Telecomunicagdes Brasileiras S.A. - TELEBRAS
e os balangos patrimoniais consolidados dessa
Empresa e controladas levantados em 31 de
dezembro de 1993 e 1992 na versao "Corregdo
Integral” e as respectivas demonstragdes de
resultados, das mutag¢des do patrimdnio liquido e
das origens e aplicagdes de recursos,
correspondentes aos exercicios findos naquelas
datas, elaboradas sob responsabilidade de sua
administraggo. Nossa responsabilidade é a de
expressar uma opinido sobre essas demonstragdes
financeiras. .

Nossos exames foram conduzidos de acordo com
as normas de auditoria e compreenderam: {a) o
planejamento dos trabalhos, considerando a
relevancia dos saldos, o volume de transagdes e os
sistemas contabil e de controles internos da
Empresa; {b) a constatagdo, com base em testes,
das evidéncias e dos regisiros que suportam os
volores e as informagdes contabeis divulgadas; e (c)
a avaliagdo das prdticas e das estimativas contabeis
mais representativas adotadas pela administragao
da Empresa e controladas, bem como da
apresentagdo das demonstragdes financeiras
tomadas em conjunto.

Em nossa opinido, as demonstragdes financeiras

INDEPENDENTES

acima referidas represenfam, adequadamente, em
todos os aspectos relevantes, a posigdo patrimonial
e financeira da Telecomunicagdes Brasileiras S.A. -
TELEBRAS e a posic@o patrimonial e financeira
consolidada dessa Empresa e controladas em 31 de
dezembro de 1993 e 1992, os resultados de suas
operagdes, as mutagdes de seu patrimdnio liquido e
as origens e aplicagdes de seus recursos,
correpondentes aos exercicios findos naquelas
datas, de acordo com os principios fundamentais
de contabilidade.

As denionstragdes financeiras apresentadas no
versao "Legisla¢do Societaria”, correspondentes ao
exercicio findo em 31 de dezembro de 1993, foram
por nds examinadas e submetidas aos mesmos
procedimentos descritos no segundo paragrafo
acima e, em nossa opinido, essas demonstragdes
financeiras representam, adequadamente, em
todos os aspecios relevantes, a posi¢do patrimonial
e financeira da Telecomunicag¢des Brasileiras S.A. -
TELEBRAS e a posi¢do patrimonial e financeira
consolidada dessa Empresa e controladas em 31 de
dezembro de 1993, o resultado de suas operagdes,
as mutagdes de seu patriménio liquido e as origens
e aplicagdes de seus recursos, correspondentes ao
exercicio findo noquela data, de acordo com os
principios de contabilidade emanados da legislagao
societdria.

18 de margo de 1994

KPMG Peat Marwick
CRC.SP-14.428

Odair Correa da Silva
Contador CRC.SP - 85.454 - 'S" DF
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|'_'__-f'f-,. E-SYSTEMS News Release

ESY: 9437
CONTACT: John E. Kumpf
Tele: (214) 392-4923

FAX: (214) 392-4918

FOR IMMEDIATE RELEASE

DALLAS, TX (Oct. 19) — E-Systems, Inc. today reported record third quarter
bookings of new orders and a growing backlog. One-time pre-tax charges reduced third
quarter earnings compared to a year ago.

Eamings were lowered primarily by special charges resulting in third quarter net
income of $8.2 million, or 24 cents a share, compared to 1993 third quarter net income of
$32.6 million, or 95 cents a share. Nine month net income was $66.0 million, or $1.92 a
share, versus $90.0 million or $2.65 a share last year.

Sales for the third quarter amounted to $492.0 million compared to sales of $508.6
million at the end of September a year ago. Nine month sales were $1.475 billion,
comnpared to 1993 nine month sales of $1.574 billion.

Third quarter new order bookings climbed 51 percent to $1.364 billion, up from
1993 third quarter bookings of $905 million. Higher bookings raised the third quarter
ending backlog to $2.481 billion compared to $2.216 billion for the same period last year.

Reflecting on the results for the quarter, Lowell Lawson, Chairman and Chief
Executive Officer said, “We are extremely pleased with our success in acquiring new

(more)

CORPORATE OFFICES

E-SYSTEMS. INC « P.O. BOX 660248 « 6250 LBJ FREEWAY « DALLAS. TEXAS 75266-0248 « (214) 661-1000


















make the intelligence function more important than ever. Future
systems architectures will emphasize rapid collection and
dissemination, common tactical interfaces, interoperability and a
general merging of the traditional tactical and strategic functions.
These are areas in which we excel.

,Ourh'“ld-ﬂlpnal business has grown over the years and will still be
" the major part of our base for the foreseeable future. We will
" - continue to concentrate on this business and nurture it

- Our non-traditional business actlvities have begun to show

promise. For instance, our mass storage systems business,

- EMASS®, has made significant progress over the past two years, and
_.we have taken this strong product line to worldwide markets. This °
business should begin to have a positive impact in 1994.

But, we cannot afford to focus on one business area to the detriment

of others. All business areas are important to us, and we are paying
close attention to each of them in order to achieve our growth goals.

- Weare confident about the future. We certaj:ﬂy have the technolog-

ical capabilities, the talented people and the financial strength

needed to meet and overcome these challenges and thereby achxevé |

our growth objectives.

EXECUTIVE CHANGES

In late January, as this report was being prepared, we announced
several changes in our executive structure:

Mr. E. Gene Keiffer, Chairman of the Board and Chief Executive
Officer since 1989, will remain Chairman of the Board until his™
retirement in August of this year. After that time, he will continue as
a Director of the company. '

Mr. A. Lowell Lawson, President and Chief Operating Officer“ﬂas
been elected to the additional position of Chief Executive Officer.

Mr. Brian D. Cullen was named Senior Vice President, in addition
to his title of Vice President and General Manager of our largest

division in Greenville, Texas. Mr. Cullen shares operational respon-

sibilities with Senior Vice Presidents Dr. Terry W. Heil and
Mr. Peter A. Marino.

The addition of the third Senior Vice President allows the stream-
lining of the President’s office, dividing the Chief Operating Officer

function three ways. Consequently, various divisions, groups and
units of the company now have a Senior Vice President with primary
operating responsibility for each.

The goal of these changs:stoshorbmﬂ\e lines of reporting
responsibility and make better use of executive management’s

. special talents and capabilities. This will enable us to effectively
‘ servetheneedsofourtradlhma]mstomers,pnmanlymd\e
defense and intelligerce communities, and make the company even

more responsive to new busmss opportumhes in our non-
traditional areas. -

Each of our lelSlOl‘lS and subsidiaries has entered new commercial
and non-defense government markets with programs and projects in
areas such as mass storage, medical electronics, telecommunications
security, language translation, seismic technology and systems for
the Federal Aviation Administration and Department of Education.

We now have an even ltronger executive management team to
serve our present customers, to move forward aggressively in order
to capitalize on emerging oppomn{itis outside our traditional
business, and to foster the company’s growth through appropriate
acquisitions, "+ -

Several other key appomtments took place during 1993,

Dr. ]. Robert “Bob” Collins was named to the position of Vice
President, Strategic Planning and Development at the corporate

-office. Dr. Collins replaced Mr. Eaton Adams, Jr., who served in that

position admirably until his untimely death.

~ Mr. Marshall D. Williamson was promoted to Vice President and

General Manager of our Garland (Texas) Division.

Dr. L. . “Larrie” Judd was promoted to Vice President and General
‘Manager of the Melpar Division located near Washington, D.C.

Sadly, our company had to bid a final farewell this past year to two
of our exceptionally capable and visionary supporters. As we men-
tioned, our Vice President - Strategic Planning and Development,
and thirty-three year employee of the company, Eaton Adams, Jr,
was taken from us in June. Then Dr. LeVan Griffis, a member of our
Board of Directors since 1966, passed away in December. We are
greatly indebted for their unselfish years of service.
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CHALLENGES FOR 1994 CORPORATE CITIZENSHIP

The main challenge for 1994 will still be to ensure we meet our We are committed to wide-ranging efforts to be responsible

growth goals. corporate citizens. For instance, our people have pledged to work
. , with customers, suppliers and each other to ensure the highest

To be most effective, however, we are applying our strengths to degree of ethical standard

markets we understand.

We also intend to grow through acquisition and/or merger.
We are in a healthy cash position, and the right acquisition could
provide both near-term and long-term growth.

Likewise, we are committed to assuring equal opportunity to quali-
 fied individuals regardless of race, color, religion, sex, age, national

origin or disability. And we are committed to operating all our

facilities in an environmentally responsible and sensitive manner.

Over recent history, our business strategy has consisted of four basic. We provide financial support to college engineering and computer

elements: . i . L
_ science schools from which we recruit the majority of our
1. Continuous improvement in performance. engineering new hires.
Renewed emphasis and commitment to our traditional - - . .
ErEWec emipasis oot Local community involvement is widespread with emphasis on
business and its customers.

improving education. One of the most visible programs involved a
group of E-Systems engineers who teamed with high school
students to win first place in the U.S. First National Engineering and

3. Judicious expansion into non-traditional business.
4. The continued search for suitable acquisitions.

We believe this set of strategies is still appropriate. Science Competition (related photo, inside front cover).

In summary, our company will continue to preserve and pursue Working together, the engineers and students designed a robotic
business in our traditional areas and intensify our search for quality  machine that competed against similar machines built by teams
acquisitions. representing other Fortune 500 companies. The E-Systems team was

invited to the White House and recognized by the President.

And in 1993, for the Zigconsecutive year, E-Systems led the nation
in employee purchase of U.S. Savings Bonds. We salute our
employees for this unprecedented record.

We are focused on all aspects of our growth strategy.

And, since change is the keynote in the prevailing environment,
we will continue to examine our strategies and make the appropri-
ate changes.

E. Gene Keiffer : E

Chairman of the Board

Q8.

A. Lowell Lawson
Chief Executive Officer
and President

March 3, 1994




At E-Systems, we view the
turbulent climate of the

‘90s ... geopolitical unrest
and declining defense
spending ... 8s an oppor-
tunity to apply our advanced
technical knowledge in
pragmatic ways by taking
technology where it has
never been before.

While some In today's envi-
ronment may choose to look
at our business as unstable
and unpredictable, we prefer
to see this dynamic scenario
as a catalyst for change.

Providing collection,
processing and exploitation
systems; speclalized alrcraft
modification and support
services; command, control,
communications and intelli-
gence systems; navigation
and control; and systems
Integration and information
technology products,
E-Systems has a long
heritage of creating real-
world electronic systems
and solutions for unique and
complex problems.

As world situations unfold
and instability prevalls, the
solid reputation and Inter-
national leadership of
E-Systems remain constant,
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