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1. INTRODUCTION 

Allegiance Telecom. Inc , a Delawm wrporation (“ATI”). Allegiance 7 elecom Company 
Worldwide. a Delaware corporation (“ATCW”), dnd 4TCW s direct and indirect subsidiaries (the “Subsidiaries”) 
(collectively the “Debtors” ur “Allegiance”), as debtors and debtors in possession, wbmit this disclosure statement 
(the “Disclosure Statement”),’ pursuant to section 1125 of title 11 of the United States Code (the “Bankruptcy 
Code”), to Holders of Claims against and Equily Itikrests in  the Debtors in connectifin wth (t) the solicitation of 
acceptances of the Debtors’ Joirit Plan of Reorganization IJnder Chaptcr 11 of the Bankruptcy Code, dated 

, 2004, ds the same may be amended from time to timc (the “Plan”), filed by the Debtors with the 
United States Bdnkrupky Cuurt for the Southern Ihtr1ct of Ncw York (the “Bankruptcy Court”) on , 2004, 
arid ( 1 1 )  the heanng to consider confirmation of the Plan (the “Confirmation Hearing”) scheduled for 

~ , 
2004. coiiiiiiencing at m ~ prevailing Eastcm Time 

Attachcd as cxhiblts to this Disclosure Statement dre copies of the following documents 

(1) The Plan (Exhibit A), 

(11)  The Purchase Agrccmcnt (Exhibit B), 

(111) Sale nrdcr (Exhibit C). 

(PI The Order of the Bankruptcy Court, dated , 2004 (the “Disclosure Statcment Order”), 
approving, among other things, this Dixlosure Statement and estahlirhing ccrtain procedures with 
rcqpcct to the solicitation and tabuldtion of votes to accept or reject the Plan (Exhibit D), 

ATI’s Annual Report on Form 10-K for the fiscal year ended Deccmber 31,2002 (Exhiblt E). (v) 

(vi) ATI’s Annual Report on Form 10-WA for the fiscal year cndcd December 3 1,2002 (Exhibit F), 

(vii) ATI‘s Quarterly Report on Form 10-Q for thc fiwnl quarter ended September 30, 2003 (Exhibit 
G) 1 

(viii) Reorgdnired STFI’s Projected Financial Information (Exhibit H), 

(IX) The Debtors’ Liqmdation Analysis (Exhibit I), 

(x) 

(XI) 

Reorganrzed STFI Equity Valuation (Exhibit J), and 

XO Cornmunlcatmns. lnc ‘F Annual Repon on Form IO-K for the fiscal year ended Deccmbcr 3 1, 
2003 (Exhibit K )  

In addition a Ballot for the acceptance or rejection of the Plan is encloscd with the Disclosure 
Statement submitted to the Holders of Claims that are entitled to vote to accept or reject thc Plan. 

Unless otherwise defined herein, all capitalized terms contained herein shali have the meanrng ascribed to thcm 
in the Plan 

This Form 10-K of XO Communications, Inc was prepard by XO Communications, Inc The Debtors did not 
review or othemlse partmpate in the preparation of such Form IO-K AS such, the Debtors do not take any 
position whatsoever with respect to the reliability of thc information set forth therein 



On , 2004. after notiLe and a heanng, the BdnkruptLy Court entered the Disclusure 
Statement Order, approving this Disclosure Statement, pursuant to section 1125 of the Bankruptcy Code. as 
containing dequdte informatiun of a kind and 111 sufficient detail to enable a hypothetical, reasonable investor, 
typlLd! of the Debtors’ creditors, to make an infDrnied judgment whether to accept or reject the Plan APPROVAL 
OF THIS DISCLOSURE STATEMENT DOES NUT, HOWLVLK, CONSTITUTE A UET‘ERMMATION RY 
THE BANKRUPTCY COURT AS TU T l l t  FALKNESS OR MERITS OF THF PI AN 

The Disclosure Statement Order, a copy of whlch is annexed hereto as Exhibit C, setr forth in 
detail the deadlines, procedures and instnictions for voting to accept or reject the Plan and far filing objections io 
coiifirinatioii of the Plan, the record date for vottng purpose5 and the applicable standards for tabulating Ballots In  
addition, detailed voting inrtructions accompany each Ballot EACH HOLDER OF A CLAIM ENTITLED TO 
VOTE ON THE PLAN SHOULD READ THE DISCLOSURE STATEMENT, THE PLAN, THE DISCLOSURE 
STATEMENT ORDER AND THE INSTRUCTIONS ACCOMPANYING THE BALLOT CAREFULLY AND IN 
THEIR ENTIRETY BEFORE VOTTNG ON THE PLAN These dwcumrnts contain important information 
concerning the Classification of Cldims dnd Equity Interests for voting purposes, Distributions under the Plan and the 
Ldbuldliori or  votes No solicitation of votes to accept the Plan may be made except pursuant to scction 1 LL5 ofthe 
Bankruptcy Code 

A. HOLDERS OF CLAIMS ENTITLED TO VOTE 

Pursudnt to the provisions of the Bankniptcy Code, only Hnlder? of Allowed Claims or Equity 
Interests in Classes that are Impaired and that are not dccmcd to have rejected the Plan are entitled to vote to accepl 
or reject the Plan Holders of Claims or Fquity Intcrcsts in classes that are Unimpaired, pursuant to section I124 of 
the Bankruptcy rode. are deemcd to have accepted the Plan and are not entitled to vote to accept or reject the Plan 
Holders of C lairns nr Fquity Interests in Classes that will receive no recovery under the Plan are deetned to hake 
rejected the Plan and arc not entitked to vote to accept or reject the Plan For a detailed description of the treatment 
of Claims and Equity Interests under the Plan. see Article 11 below, entitled “OVERVIEW OF PLAN -- Summary of 
Classification and Treatment of Clalms and Equity Interests Under the Plan ” 

In summary, Classes 4 and 5 under the Plan are Impaired and, to the extent Claims in such Classes 
are Allowed Claims, the Holders of such Claims will receive distrrbutinns under thc Plan As a result, in accordance 
with sections 1126 and I129 of the Bankniptcy Code, the IToldem of Allowcd Claims in each of  these Classes are 
entitled to \ole to accept or reject the Plan As a result, m 
accordance with sections 1126 and I 129 of the Bankruptcy Code, the Holders of Allowed Claims m each of these 
Classes are cunclusively presumed to have accepted thc Plan, and the soIicittttion of dweptances with respect to such 
Classes 1s not required under section 1126(f) of the Bankruptcy Code By operation OfldN, any Class of Claims or 
Equity Interests that arc not entitled to receive or retain any property of the Debtors under the Plan are deemed to 
have rejectcd the Plan and, therefore, the Holders of Suburdmated Claims in Class 6 and llolderr of Equity Interests 
in r lar5 7 are not entltled to vole on the Plan and are conclusively deemed to have rejected the Plan 

Clawec 1, 2 and 3 under the Plan are Unimpa~red 

The Bankruptcy Code defines “acceptance” nf a plan by a class of claims as acceptance by 
credirors in that class that hold dl least two-thirds in dollar amount and more than one-half In number of the claims 
that actually timely cast ballots for acceptance or rcjcctlon of such plan Thus, acceptance of the Plan by Classes 4 
mnd 5 will occur only if-at least two-thirds in dollar amount and a majonty in number of the Holders of-such C‘laims 
in each Class that actually cast their Ballots vote in favor of acceptance of the Plan A vote may be disregarded If 

the Bankruptcy Court determincs, after notice and a hearing, that suLh acceptance or rejection was not solicited or 
procured in good faith or in accordance with the provisions of the Bankruptcy Code For a rnorc detailed description 
of the requirements far confirmation of the flan, see Section 7 C below, entitled “Confirmation .’ 

Any Holder of a Claim in Class 4 or 5 (I) that has a Claim listed by the Debtors in the Schedules 
filed wth the Bankruptcy Court (provided that such Claim ha5 not been scheduled as disputed, contingent or 
unliquidated) or (11)  that filed a pruof of claim on or before November 26. 2003, or any proof of claim filed within 
any other applicable penod wf limitations or with leave of the Bankruptcy Court, provided that such Claim is nul the 
subject of an abjection or request for estimation, is entitled to vote on the Plan 



Any Claim In Class 4 or 5 db to which an objection or request for estimation IS pending. or whlch 
IC whcduled by the Debtors as unliquidated, disputed ur wntingent aiid for which no proof of claim has been filed, 
ir not entitled to vote unless the Holder of such Claim has obtained an order of the Bankruptcy Court temporarily 
allowng such Claim for the purpose of voting on the Plan 

If a Class of Claims entitled to vote on the Plan rejects the Plan. the nehtorr reqerw the nght. with 
the consent of the Creditorb Committee, which shall not be unreasonably withheld, to amend thc Plan or request 
confirmation of the Plan pursuant to section 1129(b) ofthe Bankruptcy Code or the “cramdown” pmvi~ion or both 
Section 1129(b) permits the confirmation of a plan ofreorganization notmithstandmg thc nonacceptance of a plan by 
one or more impaired classes of claims or equity intereqt? Under that section, a plan may be confirmed by a 
bankruplLy couit if i t  does not “discriminate unfairly” and i< “fair and equitable” with respect to each nonac~epling 
class For a inore detailed description of the rcquircments for confirmation of a nonconsensual plan. bee Seclioii 
9 A 2 below. entitled Won-Tonscnsuat Confirmation “ 

In the e w n t  that a Tlags of Claims entitled to vote on the Plan votes to reject the Plan, the Debtors’ 
delcrriiination whether to request confirmation of rhe Plan pursuant to section I129(b) uf the Bankruptcy Code will 
be annorinced prior to or at the Confirmation Hearing 

s VOTJNC PROCEDURES 

Tf you are entitled to vote to accept UI reject the Plan, a Baliot IS enclosed for the purpose of voiing 
on thc Plan If you hold Claims in mure than one Class and you are entitlcd to vote such Claims In more than one 
Class, you will receive SepdrAk Ballots. which must he used for each separate Class of Claims Pleabe vote and 
return your BalIot(s1 to 

(a) d b y  couiier or hand delivery 

Allegiance Telecom. Inc Ballot Processing Center 
c/o Bankruptcy Management Corporation 
1330 F Franklin Avenue 
El Scgundo, C h  90245 

(b) i fby  mail 

Allegiance Telecom, Tnc Ballot Processing Center 
CIO Bankruptcy Mandgernent Corporation 
P O  Box909 
El Segundo CA 90245-0909 

DO NOT RETURN ANY NOTES, SEC‘IXITIES OR ANY OTHER DOCUMENTS WLTH 
YOUR BALLOT 

FOR YOUR BALLOT INUICATlNG ACCEPTANCE OR REJECTION Of THE PLAN TO BE 
C O W E D ,  IT MUST BE RECEIVED BY NO LATER THAN 5 00 P.M , PREVATLINCl EASTERN TIME, ON 

ANY EXECUTED BALLOT RECEIVED THAT DOES NOT WUICATE EITHER AN 
ACCEPTANCE OR REIECTlON OF THE PLAN SHALL BE DEEMED TO CONSTITUTE AN ACCEPTANCE 
OF THE PLAN 

, 2004 

Pursuant to the Disclosure Statemenl Order, the Bankniptcy Coun set . 2004 as the 
,2004 that otherwise are record date for >otrng on the Plan Accordingly, only Holders of record as of 

entitled to votc under the Plan will receive a Ballot and may vote nn thc Plan 

Tf you arc a Holder of a Claim entitled to vote on the Plan and did not recelve a Ballot, received a 
damaged Ballot or lost your Ballot, or if you have any questions conccrning the Disclosure Statement, the Plan or 
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the procedureq for voting on the Plan, please call the Debtors‘ voting agent, Bankruptcy Management Corporation 
(“BMC”), at 1-888-909-0100 (toll free) 

THE STATEMENTS CONTAINED IN THIS DISCLOSURE STATEMENT ARE MADE AS 
OF THE DATE HEREOF UNLESS ANOTHER TIME IS SPECIFIED HEREIN AND THE DELIVERY OF THIS 
DISCLOSLRE STATEMENT SHALL NOT CREATE AN IMPLICATION THAT THERE HAS BEEN NO 
CHANGE IN THE INFORMATION STATED SINCE THE DATE HEREOF HOLDERS OF CLAIMS AND 
EQUITY INTERESTS SHOULD CAREFULLY READ THIS DISCLOSURE STATEMENT IN ITS ENTIRETY, 
INCLUDING THE PLAN. PRIOR TO VOTMG ON THE PLAN 

FOR THE CONVENIENCE OF HOLDERS OF CLAIMS AND EQUITY INTkRESTS. THIS 
DISCLOSURE STATEMENT SWMARIZES THE MATERIAL PRUVlSlONS AND TERMS OF THE PLAN 

TERMS OF THE PLAN ARE CON TROLLING TTIF DISCLOSURE STATEMENT MAY NOT BE RELIED ON 
FOR ANY PURPOSE OTHER THAN 1 0  TIFTERMTNE WHETHER TO VOTE TO ACCEPT OR REJECT THE 
PLAN, AND NOTHING STATED HEREm SHALL CONSTITUTE AN ADMISSION OF ANY FACT OR 
LIABILITY BY ANY PARTY, OR BE ADMISSIBLE IN ANY PROCEEDING INVOLVING THE DLUIORS 
OR ANY OTHER PARTY, OR BE DEEMED CONCLUSIVE EVIDENCE OF THE TAX OR OTHER IPGAL 
EFFECTS OF THE PLAN ON THE DEBTORS OR HOLDERS OF CLAIMS OR EUUITY WTERESTS, OR 
CONSTITUTE A WARRANTY OR REPRESENTATION AS TO THL CONSIDERATION TO BE RECEIVED 
OR DISTRIBUTED UNDER THE PLAN CERTAIN 01 T11E STATEMENTS CONTATNED IN THIS 

ESTIMATES, PROJECTIONS AND ASSUMPTIONS THERE CAN BE NO ASSURANCE THAT SUCH 
STATEMENTS WILL BE REFLECTIVE OF ACTUAL OUTCOMES ALL HOLDERS OF CLAIMS SHOULD 
CAREFULLY READ AND CONSIUkR FWId Y THE RISK FACTORS SET FORTH IN ARTICLE IX OF THIS 
DISCLOSURE STATLMENT BEFORE VOTING TO ACCEPT OR REJECT THE PLAN 

IF ANY WCONSISTENCY EXISTS BETWEEN m i E  PI AN AND THE DISCLOSURE STATEMENT, THE 

DISCLOSURE STATEMENT, BY THEIR NATURE, ARE FORWARD-LOOKING AND CONTAIN 

SUMMARIES OF TERTAIN PROVISIONS OF AGREEMENTS REFERRED TO IN TMS 
DISCLOSURE STATEMENT DO NOT PURPORT TO BE COMPLETE AND ARE SUBJECT TO, AND ARE 
QUALIk1I;D IN THEIR ENTIRETY BY REFERENCE TO, THE FULL TkXT OF THF APPLICABLE 
AGREEMENT, TNCLUDING THE DEFTNiTIONS OF TERMS CONTAINED I N  SUCH AGREEMENT 

THE DEBTORS BELIEVE THE PLAN WILL bNABLE TlIEM TO SUCCESSFULLY 
REORGANIZE STFI. SELL THE MAJORITY OF THEIR ASSETS, UTSTRIBUTED THE PROCEEDS OF THE 
SALE AND THE STOCK OF REORGANIZED STFl ANI) THEREBY ACCOMPLISH THE OBJECTIVES OF 
CHAPTER 1 1 AND THAT ACCEPTANCE OF THE PLAN IS IN THE BEST r”l’ERESTS OF THE DEBTORS, 
THEIR CREDITORS AND EQUITY INTLKEST HOLDERS 

THE DEBTORS URGE THAT HOLDERS OF ALLOWED CLAIMS ENTITLED TO VOTE ON 
THE PLAN VOTE TO ACCLPT THE PLAN 

11 OVERVIEW OF THE PLAN 

SUMMARY OF CLASSIFICATION AND TREATMENT 
OF CLAlMS AND EQUITY INTERESTS UNDER THE PLAN4 

Thc followmg IS a brief overview of the material provisions of thc Plan and IS qualified in its 
entirety by reference to thc full text of the Plan For a more detailed description of the tcrms and provisions of the 
Plan, see Article V below, entitled, “The Plan uf Reorganization ” The Plan provides for the classificatwn and 

This summary is also included in Liquidat~on Analysis which i b  dttached hereto as Lxh~blt I 
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treatment of Claims against arid Equity Interests in the Debtors The Plan designates six (6) Classes of Claims and 
one ( I )  Class of Equity Interests, which classify all Claims against and Equity Interests in the Debtors These 
classes take into account the differing nature and priority under the Rankruptcy Code of the variour Claim? and 
Ilquity Interests as well as the compromise and settlemcnt of ccrtam issucs discussed below 

Class 
Cldbb 1 
Cldhb 2 
Class 3 
Class 4 
Class 5 
Class 6 

A DESCRlPTlON OF PROPERTY TU BE DISTHlBUTEU IJNDER THF PLAN 

Pursuant to the Plan, all of the Subsidiaries are being reorganized, XO Communications. Inc 
(“XO”) is purchasing the stock of the Reorganized Substdiarics and substantmlly nll of the assets of AT1 and 
ATCW however, rnme remaining awcts will be Itqmdated and one Subsidiary, STFI, udl be restructured and the 
stock or Reorganized STFT distrihuted tn ATLT for the benefit of Holders of Allowed Unsecured Claims The Plan 
requires that a salc of substantially all of the assets of the Debtors (other than STFI and certain other assets) to XO 
(the “Salt Transaction”) occur by the Initial Effective Date All remarnrng ahsets of the Debtors, other than STFI 
and the STFI Aw%, will be liquidated and the proceeds distributed pursuant to the Plan STFI will be restructured 
through the Plan and will be owned by ATLT for the benefit of Holders uf  ATLT B Certificates 

Estimated 
Percentage 
Recovery 

Treatment of Estimated Aggregated of Allowed 
Claim/Equity Amount of AHowed Claims or 

ClaimiEquity Intercst tnterest Cldims ur Equity Interests Equity Interests 
$100,000 100 0% 
S300,OOQ 100 0% 

Senior Lender Claims Unimpaired $477 8 million 100 0% 
ATCW Unsecured Claims - .  Impaircd [to come] [ I  

Subordinated Claims Impaired 0% 

Priority Non-Tax rlaims Unimpaired 
Secured Claims Unimpaired 

AT1 Unsecured Claims Impaircd 5677 2 million [ I  

Thc Pian provides for a distnbution uf  Available Cash to Holders of Claims entitled to 
distributions under the Plan The Plan also pruvides for distributions of certain additional non-rash considcration to 
Holders of Claims entitled to distributioiis under the Plan 

ATLT will be rehpunsible for liquidating through prosecution, settlement or other d~sposition. 
Avoidance Actions, h m s  and Causes of Action of the Ilehtors, as wcll as any other assets remaining after the Sale 
Trdnsactioii is consunmated 

PURSUANT TO THL I’I,AN. ALL EXISTING EQUITY INTERESTS IN THE DEBTORS 
(INCLWDMG ALL ISSUFD AND OUTSTANDMG COMMON STOCK) WILL BE EXTMGUTSHED AND 
CANCELED 

B SUMMARY OF CLASSIFICATION AND TREATMENT OF ALLOWED CLAIMS AND EOUITY 
INTERES I S  UNDER THE PLAN 

Thc follnwing chart5 summarizes distributions tu Holders of Allowed Claims and Equity Intcrests 
The recoveries set forth below are projected recoveries and itlay change based upon changes m under the Plan 

Alhwcd Claims and proceeds available 

5 



THE TREATMENT AND DISTRIBUTIONS PROVIDED TO HOLDERS OF ALLOWED 
C L A I M S  PURSUANT TO THE PLAN ARE 1M FULL AND COMPLETE SATISFACTION OF THE 
ALLOWED CLAIMS ON ACCOUNT OF WHICH SUCH TREATMENT IS GWEN AND 
DISTRIBUTIONS ARE MADE. 

111. GENERAL INFORMATION 

A OVERVIFW OF CHAPTER 11 

rhaptcr 1 I is the pnncipal business reorganization chapter of the Bankruptcy Code Under 
chapter 1 i of thc Bankruptcy Code, a debtor is authonzed to reorganize Its business fur the benefit of itself, Its 
creditors and iis equity interest holders In addition to perinitting the rehabilitation of- a debtor, another goal of 
chapter 1 1  I S  to promote equality of treatment for simildrly situated creditors and similarly situated equib interest 
holders with respect to the distribution of d debtor's assets 

The commencement of d chapter 1 1 case creates an estate that IS comprised of all of thc legal and 
equitable interests or h e  debtor as of the commencement date Thc Bankruptcy Code provides that the debtor may 
cuntiriue to operate its business and remain in possewon of its property as a "debtor in possession " 

The consumination of R plan of rcorgantzntion is the principal objective of a c h q k r  1 1  
reurgdtiization case A plan o f  reorganization sets forth the means for satisfying claims against dnd interests in a 
debtor Confirmation of a plan nf reorganization by the bankruptcy court binds the debtor, any issuer of securities 
under the plan, any Person acquinng property under the plan and any creditor or equity interest holder ot a debtor 
Subject to certain limited exceptions, the order approving cunfirmation of a plan discharges a debtor from any debt 
that arose prior to the date of confirmation of the plan and substitutes therefor the obligations specified undcr the 
confirmed plan 

Certain holders of ddims against and interests in a debtor arc pcmittcd to vote to accept or reject 
the plan Prior to soliciting acceptances of  the proposed plan, however, section 1 I25 of the Bankruptcy Code 
requires a debtor to prepdre a disclosure statement containing adcquate information of a kind, and in sufficient 
Jetdil. tu rriablt a hypothetical reasonable investor to make an informed judgment regarding the plan The Debtors 
are submitting this Disclosure Statement to Holder5 of Claims against and Equ~ty Interests in the Debtors to satisfy 
the requirements of section 1 125 nf the Bankruptcy Code 

B DESCRIY'I'ION AND HISTORY OF BUSINESS 

1. T h e  Debtors Allegiance IS a facilities-based ndtiund local exchange carner that provides integrated 
telecommunications products and services to small and medium-sized business customcn, large businesses (E, 
national customers with multiple locations), governmental entities, national sewice provsdcrs and other institutional 
uscrs Allegiance offers its customers a Vdnrty of services, including 

local and long distance voice services, including basiL telephone services and advanccd 
calling features, 

broadband and othcr Internet and data servlces, including high-speed Internet accew, wide 
area network interconnection, domain name registration, web hasting, email and colocation 
senwes, 

integrated local long distanceflnternet access offenngs, which provide customers with 
integrated voice and Internet access over a single broadband Tine, 



Femiccq to other regional and national service providers. including equipment colocation. 
managed modern pons and Internet protocol traffic aggregation, and 

customer premise equipment sales and maintenance services 

As of December 31, 2003, Allegrancc scrved more than 100.000 business customers in major 
markets throughout the United States As of December 3 1,2003, Allegiance employed approximately 3.000 people, 
of which approxiniately 91 employees are covered by collectite bargaining agreements A5 of December 3 1 ,  2003 
Allegiance 1b Lolocated 111 849 central of%ces and has B Tier 1 internet backbone 

2. The Debtors’ Rusiness Opcrrrtions In 1997. a mandgemeiit team of industry veteran? launched 
Allegiance and fociiscd on building a reliable nationwide network based on proven technologies, a nationwide dlrect 
sale5 force primarily focused on the small to medium-sized business enterpriqe and a state-of-the-art information 
prncessrng system to support its operations Allegiance w a s  one of the first major local exchange camers to open 
market$ utilizing the “smart build” strategy This strategy allowed a more rapid ramp-up in uperatrons than the 
traditional competitive local exchange model 111 which extensive networks were built, including fiber networks, prior 
to the generation of significant reve~iues In contra% Allcgiance’s initial necwork build-out amply required (a) 
deploying digital switihing platforms and (b) leasing transport facilities from the in~umbeiit local exchange carriers 
and other competitive h a 1  exchange carriers to connect its switches with its transmission equipment colocated in 

the incumbent local exchange carrier’s central offices Once trdffic volume justified hrthcr “success-based“ 
investment, Allegiance leased dark fiber or built specific network segments Thir qtrategy offered two major 
economic benefits First, it enablcd Allegiance IO enter new markets with alacrity and reduce up-front Ldpital 
requirements for entenng individual markets prior to rcveilue generation Second. in contrast to the traditional 
competitive local cxchange carriers that generally built their networks in highly concentrated downtown areas due to 
the high cost of constructing fiber networks. Allegiance’s business modcl enabled i t  to provide services to customcrs 
in downtown arcas as well as the more geographically dispersed, lecs competitive areas of its targeted markets 

AHegrancc’s initial business plan proposed cntenng into 24 of the largest metropolitan areas in the 
United States Subsequcntly, management expanded its business plan to (a) increase the total number of target 
markets to 36, (b) increase its service area, K, its colocation “footprint” in its onginal 24 rndrkets, and (c) acquire 
long-tcrm rights to use dark fiber rings to replace ccrtain network elements ledsed by the Debtors from the 
incumbcnt locai exchange carriers 

In addition to internal growth, Allegiance's business plan included growth through strategic 
acquisitions For example, in December 200 1, Altcgiance acquired certain dbsets of Tntermedia Business Internet 
(the ‘7BI Acquisition”) The TBI Acquisition enabled Allegiance to (a) become a Tier I Tntfrnet access provider, {b) 
provide the capability to transmit large quantities of data at high-speeds over the Internct to and from a custumer’s 
premises. (c] efficiently exchange traffic with other Internet backbone providers givlng Allegiance greater control 
over Its Internet access, and (d) lcverage its local senwe presence to provide additional services to its target market 
In June 2003, Allegiance acquired certain assets of STFI I airchrld (the “STFY Acqursltron”) The STFI Acquletlon 
(a) added customer prcmises equipment sales, installation and maintenance to Allegiance’s portfolio of integrated 
products and senices, (b) strategicdlly enhanced Allegiance’s target market or small to medium-size business 
enterprises. and (c) allowed Allegiance to provide a complete communicdtions solution to huslncss customers 

As of December 31, 2003, the Debtors had approximately $2X2 2 million of unrestncted cash on 
hand As of December 31, 2003, the Debtors’ consolidated books and records reflected assets totaling 
approximately SI 139 billion and liabilities totaling approximately $1 337 billion For the twelve months ending 
December 3 1,2003, the Llebtorq, on a consolidated basib, reported revenues of approximately $777 3 million and net 
lusaes of approxtmately $360 million 

3 Market Information As of the date hereof, Allegiance provldes Its telecommunications serviceq In 

major metropolitan arcas across the United States, including the following 36 markets. Atlanta, Austln, Baltimore, 
Boston, Chicago, Cleveland. Dallas, Denver, Detroit, Fort Lauderdale, Fort Worth, Houston, Long Island, LOS 
Angeles, Miami, MinneapoldSt. Paul, New York City, Northern New Jersey. Oakland, OiitanoiRiversrdc, CA, 
Orange County, Philadelphia, Phoenix, Pittsburgh, Portland, Sacramento, St Louis, San Antonio, San Dicgo, San 
I‘ranosco. San Jose, Seattle, Tampa, Washington, D c‘ , Wcst Palm BeachlBoca Raton and White Plains 
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4. Prepetition Capital Structure 

(a) Capital Stuck AT1 ha5 two classes of author~zed stock (a) 750,000,000 shares of common 
5twk, with par value of $0 01 per share and (b) 1,000,UC)O shares of preferred stock, with par value of $0 O i  pcr 
share As of December 31, 2003, AT1 had (1) 12n,3SD 807 <hare< of common stock issued and outstanding, with 295 
registered Holders and at least 21),000 beneficial owners, and (11) no sharer of prcfcrrcd stock outstanding ATI’s 
common stock is publicly traded on the Over the Counter Bulletin Board under the symbol “ALGXQ OB ” 

ATX owns 100% of the capitdl stock of ATCW, and ATCW directly or indirectly owns 100% of 
the capital stock of each of the Subsidiaries 

(b) Prepetition Nutei In 1998, AT1 issued two series of notes (I) 11 3/4% Senior Discount 
Notes with a face value of $445 million. due on February 15, 2008 (the “Senior Discount Notes”) and ( 1 1 )  12 7/8% 
Senior Notes with a face value or  S205 riiillion, due on May 15, 2008 (the “Senior Notes,” and, togcther with the 
Senior Distourit Notes, the “AT1 Notes”) 1 he 5eninr DiTcount Notcs were issued under that certain Indenrure, 
dated dS of February 3, 1998, between A1 1 and The Bank of Ncw York, as Indenture Trustee The Senior Notes 
were issued under that certain Indenture. datcd 11s o f  July 7, 1998, between AT1 and The Bank of Ne& York. as 
Indenture I njstee Neithcr thc Scnior Discount N o m  nor the Senior Notes are secured by ariy assets of the Debtors 
or guaranteed by any of thc Debtors 

(c) Prepetition Credit Agreement Priur 10 the Cornmencement Date ATC‘W entcrcd into that 
Certain Crcdit and Guaranty Agreement. dated as of Februdry 15, 2000, as amended as of November 27, 2002 (the 
“Credit Agreement“), among ATCU’, as borruwer, all of the other Debtors, as guarantars, Goldman Sachs Credit 
Partners L P (‘ Goldman Sachh”). as syndicatioii agent and sole lead arrangcr, General Electnc Capital Corporation 
(“GECC ’1 (as successor to Toronto Dominion (Texas), Inc j, a? admnistrative agent, BankBobton, N A 
( ‘BankBoston”) and Morgan Stanley Senior I unding, Inc (“Morgan Stanley”), as co-documentation agents, 
Goldman SaLhb, GECC, BankBoston, Morgan Stanlcy, certain managing agents, and lenders party thereto horn time 
to time (cullectively, the “Senior Lenders”) As of the Cornmencement Date, the amount outstanding under thc 
Credit Agreement was approximately $465 3 million Certain Senior Lenders funded loans under the Credit 
Ag-eement after the Commencement Datc As a result, on December 31, 2003, the amount outstanding under the 
Credit Agreement was approximately $477 8 million The Debton have pledged substantially all of their assets as 
collateral under the Credit Agreement, including (a) the capital stotk of ATCW and (b) substantially all of the assets 
of ATCW and its direct and indirect subsidranes. induding the capital stock owned by ATCW in each of i t5  Debtor 
whcidiaries As of the Commencement Date, there were 27 Senior Lender5 undcr the Credit Agreement 

c. ; 
The distressed ewnoniic eiivironinent in the LJnited States that followed the econorniL boom of the 

lare 1990s has had d global and adverse impact nn the te~ccommunications industry In the ldte 1990s, in an effort to 
finanw operations and build their networks, tclecommunications companies borrowed significant amounts of money 
from lenders and the public through thc issuance of debt The resulting significant indebtedneqq incurred by 
tslecommunications companies combined with poor economic wnditions, required many companies. including the 
Lkbtors, to focus on reducing their debt either through out of court restnlcfurings or thc chapter 1 1 process 

Many of Debtors’ existing and potential customers have expcrienced the~r  own financial 
dificultics, thereby decreasing customer derndnd for existing and new ~CNICCS The financial difficulties of the 
Debtors’ customers has led to non-payment. partial payment, or slow payment of bills for SerViLes provided by the 
nebtors The financial instability of other ivmpanies in the telecommunications industry has adversely affected the 
willingness of potential customers to move their telecommunlcations services to the Debtors In addition, certain of 
rhe Debtors’ suppliers have requested deposits, lctters of credit, or other types of securlty Moreovcr, 
telecommunications carriers that owe reciprocal and/or intercarr~er cornpensarion to the Debtors have either refused 
to pay vr faded to pay in a timely manner for the services provided by the Debtors 

As a consequence of the foregoing, the Debtors’ business operahuns were adversely impacted and, 
dut: to revenue trends and continuing operating and net losses, the Debtors determined that their currcnt level of 
indebtedness needed to bc significantly reduced Thus, in order to maximize the long-tcrm wealth generating 



capacity of their business operations, the Debtors, among other things, retained restnicturing advisors, and 
commenced extensive negotiations with the Senior Lenders and Wulders ur the Senior Discount Notes and the 
Senior Note5 

The Debtors, in the exercise of their sound business judgment - arid i n  recognition of the distressed 
economic environment and the need for the Debturs’ businesses to focus on profitability instead of high revenue 
growth - determined that a meaningful de-leveraging of their capital structure was crucial for the preservation and 
maximization of the value of their businesses The Debtors, it1 corilunction with their financial advisors and the 
Board of Directors of ATI. cornmmcrd the process of determining the appropriate capital structure for thcir business 
operations After deterriiin~ng the appropriate capital stnicture, the nebtors eommcnced negotiations with the Senior 
Lenders and the Ad Hot Committee (as defined below) to effectuate a restructuring tranraction 

In October of 2002, Allegiance began ncgotiations wth  its Senior Lenders regarding a potential 
restructuring uf i ts  lung-term debt On November 27, 2002, Allegiance and Its Senior Lenders entered into that 
certain First Amendment to the Credit A_erccmcnt (the “Amendment”) Pursuant to the Amendment, the Debtors 
obtained a moratorium on defaults under their financial covenants through April 30. 2003 In exchange for the 
Amendment, Allegiance agrccd, among other things, (a) that an event of default would occur on April 30, 2003 
unlew it rcduccd i t s  long term debt to a level not to e x e e d  S645 rnillion, and (b) to repay $15 million to the Senior 
Lcndcrs on account of debt owed under the Credit Agreement During the latter part of 2002 and early 2003 and to 
mcct covmants under the Amendment, the Debtors significantly lowered their capital expenditures, reduced 
hcadcount, substantially decreased growth, eliminated less profitable products and services, and continued to 
optimize their existing network assets 

After entering into the Amendment. the Debtors commenced negotiations with the Senior Lenders 
to consummate d permanent restructuring In connectlon wlth the negotiations regarding the permanent 
restructuring, the Debtors commenced ncgotiations with an ad hoc committee of bondholders, comprtsed of certain 
Holders UT tht. Senior Notes and the Scnior Discount Notes (the “Ad Hoc Committee”) The Debtors, the Scnror 
Lenders and the Ad Hoc Committec were not able to reach an agreement concerning the permanent restructuring 
prior to the deadline of Aprtl 30, 2003 On April 29, 2003, in order to avoid the occurrence of certain events of 
default under the Credit Agreement, the Debtors and the Senior Lenders entered into a forbearance agreement (the 
“Forbearance Agrccrnent”) which expired on May 15, 2003 The Forbearance Agreement provided for, among 
other thing?. a pay down of 95 million of principal oNed under the Credit Agrcernent and the forbearance by the 
Senior Lcnders of any action on Debtor’s defdult under the Credit Agreement 

After entering into the Forbearance Agreemcnt, the Debtors continued their negotiatlons with the 
Senior Lenders and the Ad Hoc Cominittee However, thc parties were unable to reach an agreement pnor to thc 
expiration of the term of the Forbearance Agrecment Consequently, the Debtors, in the exercise of their prudent 
business judgment, determined that I t  was in the best interests of all of their stakeholders and for the maximization 
of the value at  their businesses to commence the Chapter 11 Cases and consummate a restructuring of their 
indebtedness under the auqmes of the Bankruptcy Court 

TV. EVENTS DURING THE CHAPTER 11 CASES 

On May 14, 2003, the Debton commenced the Chapter I 1  Cases in the Bankruptcy Court The 
Debtors cnntinuc to operate their businesses and manage their propertics as debtors in possession pursuant to 
scctions 1107 and 1 108 of the Bankruptcy Code 

The followifig is  a brief descriptlon of certain major events that have wcurred during the 
Chapter 11 Cases 

A. APPOINTMENT OF THE CREDITORS CUMMJTTEE 

On May 28, 2003, the United State3 Trustee. for the Southern District uf  New York appointed the 
Official Commrttee of Unsecured Creditors {the “Creditors Committee”) in these Chapter 1 1  Cases 
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Nortel Networks. Inc 
c/o Locells 
900 Third Avenue, 16* Huur  
New York, NY 10022 

BellSouth Telecommunications. Inc 
675 West Peachtree Street. Suite 4300 
Adanra GA 30375 
Ann Mdry Jo Peed 

CREDITORS COMMITTEE MEMBERS 

Romulus Holdings, Inc & Affiliates7 
560 Sylcan Avenue 
Englewoud Clitfs, NJ 07632 

Broadwng Communications services. Inc 6 
I 122 Capital of Texas Highway, S, 
Legal Depanment 
Austin. TX 78746 

The Bank ofNew York, as Trustee 
101 Barclay St.  8 W  
New York, NY 10286 
Attn Stuart Kratter, Vice President 

LC Capital Master Fund, Ltd 
730 Fifth Avenue, Suite 1002 
New York NY 10019 
Attn Stevcn Lampe 

Loeb I’artncrs Corp 
61 Broadway 
Ncw York, NY I0006 
Attn Robert Grubin, Vice President 

CREDL I ORS COMMITTEE PROFESSIONALS 

Counsel 10 rhc Cre&ors Cominrffee 
Alan Gump Straurs Hauer Feld L1,P 
590 Madibon Avenue 
New York, NY 10022 

Financrul Advisor to the Cwdrtors Commitlee 
Houlihnn Lokeq Howard & Zukln 
685 Third Avenue, 15th Floor 
New Ynrk. Ncw York 10017 

Indusin arid Technology Advtsors IO the Credirurs 
Cvmrriiitec 
Communicationr Technology Advisors, LLP 
18 Corporate Woods Boulevard, Third Floor 
Albany New York 122 11 

Since the formation of the Credltors Committee, the Debtors have kept the Creditors Cnmmlttee 
informed about their business operations and have sought the concurrence of the Creditors Committee in connection 
a i t h  certain actions and certain transactrons taken by the Debtors outside of the ordinary coursc of business The 
Creditors Committee has participated actively, togethcr with the Debtors’ management and professionals, in. among 
other things, reviewing h e  Debtors’ busincss operations and a ~ t i o r ~ s  taken in the Chapter 11 Cases to begin the 
proccss of rehabihtdhng and reorganizing the Debtors’ business capital structurc and corporate structure 

B. 1 
During the initial srages of the Chapter 11 Cases, the Debtors devoted substantial efforts to 

stabilizing their operation- and restonng their relationships with vendors, customers, emplvyres and utriitieq that had 
been impacted by the Commencement of the Chapter I 1 Cases 

- 

On August 16, 2003, Rmadwng CommuniLdtlons Service?, Inc resigned from membership in the Crcdrtors 
Committee 

’ On January 20,2004, Romulus HuldiIigs, Inc & Affiliatec resigned from membership in the Creditors Committee 



1. First Day Orders. Shortly after the Commencement Date, the Bankruptcy Court entered several 
ordcrq authnrinng the Debtors to pay various prepetition C lairns rhese orders were designed to ease the strain on 
the Dcbtors’ rclatiomhips with employees, vcndorq, and taxing authnrities as a consequence of the commencement 
of the Chapter 11 Cases and to prowde for an orderly transition into chapter 11 Thc Bankruptcy Court entered 
orders authorizing the Debtors to, among other things, pay substantially all of the Debtors’ prepetition wages and 
certain benefits to employees, pay certain prepetition Claims held by trade vendors decmcd by thc Dehtors to he 
“mtical” to the operation of their business, and pay certain pre-petition tax obligations 

2. Stabihzing Opcrations. The Debtors devoted substantial cfforts to responding to the disruption to 
their businesses caused by the commencement of the Chapter 11 Cases and stabilizing their business operatrons In 
that regard. the Debtors engaged in in-depth and detailed communications with critical suppliers and customers and 
employees to provide them with an understanding of the Debtors’ financial situation and general plan for emergence 
from chapter 1 1  As a result, the Debtors believe thdt they have generally controlled the adverse impact of the 
turrunerice~nent of the Chapter 1 1 Cases 

3 Cash Collateral On June 23.2003. the Bankruptcy Court entered the Final Order Authorizing Use of 
Cash Collateral By Consent (the “Cash Collateral Order”) Pursuant to the Cash C‘ollateral Order, the Debtors were 
authorized to use cash collateral o f  the Senior I,enders in the ordinary course of businew in accordancc wlth an 
agreed upon budgct that t ?  updated throughout thc Chapter 1 1  Cases On June 26, 2003, the Bankruptcy Court 
approved the First Amended Cash Collateral Order On December 18, 2003. the Bankruptcy Court approved the 
Second Amended Cash Collateral Order On March I ,  2003, the Bankruptcy Court approved the Stipulation and 
Consent Order Extending the Expiration Date of the Second Amended Finai Order Authorizing U s  of Cash 
Collateral by Consent 

4, The Key Empluyee Retentiun Program. Prior to the Coniinenceinent Date, the Debtors 
implemented a key employer retention prograin This prograin was designed to stem employee attrition and 
increase morale In connection with the restructuring process, the Debtors have sigiiificantly reduced the employee 
headcount. which hdb hdd the attendant affect of increasing employees’ concerns that their jobs may not be secure 
The Lomrnenwrnerit of the Chapter 11  Cases exacerbated this situation As a rewlt, on August 11. 2003, the 
Debtors filed a Motion for an Order Approving and Authorizing thc Kcy Employcc Retention Program (the “KEW 
Motion”) On 4ugust 22, 2003, the  Bankruptcy Court approved the KERP Motion as it related to certain priority 
key employees On Scptcmbcr 4, 2003, the Court approved the KERP Motion as it related to all remaining key 
cmployccq (other than the top ten executives) On September 29. 2003, the Bankruptcy Court approved the KERP 
Motion as it related to three additional key employees (other than the top six executiveb) On November 7, 2003, the 
Bankruptcy Court approved the KERP Motion, ds i t  reldtes to the top SIX executives 

5. Retention uf an Operational Restructuring Advisory Firm. In connection with the negotiations 
between the Debtors and the Senior Lenders regarding a restructunng plan, the Senior Lcndcrs requested that the 
Debtors retain a restructuring advisory firm to awst  thc Dcbtors in their operational restructuring After extensive 
discussions with the Senior Lenders and qignificant intcrnal consideration, the Debtors determined that retaining the 
services o f  wch a firm was desirable In that regard, the Debtors located a number of potential undidates, which 
wcrc bascd on referrals from the Senior Lenders and other parties, to interview for h e  position After conducting 
extensive interviews of each candidate, the Debtors selected Impald Partners LLC (“Impala”) to be the Debtor’s 
Operational Restructuring Advisory Firm Acwrdingly, on July 11, 2003, the Debtors tiled the Motron to Approve 
the Services Agreement wth Impala, arid on July 29, 2003, the Bankniptcy Court approved thc Scrvices Agreement 
with Impala on an intenm basis The Services Agreement was approved by the Bankruptcy Court on a final basis on 
October 14. 2003 Impala focused its efforts analyzing the Debtors’ business operations including Its cost structure, 
working with the Debtors’ management team to detenninc the long-term strategic business plan for the Debtors and 
preparing such business plan 

6. Other Professionals To assist thcm in carrying out their duties a5 debtors in possession and tu 
othewise represent their interests in  the Chapter 11 Cases, the Debtors employed, with authonzalion from the 
Bankruptcy Court the following professionals Kirkland & Ellis LLP as counsel, Greenhill & Co. LLC 
(“Greenhrll”) as financial advisors and investment bankers, Emst & Young LLP as auditors, and Bankruptcy 
Management Corporation as noticing and ballot agent Nationwide, the Debtors employ numerous attorneys and 
other professionals to represent or assist them in a vanety of situations Such professionals are referred to aF 

1 1  



“Ordinary Course Professionals.” By Order of the Bankruptcy Court dated May 14. 2003. (the “OCP Order”), 10 
prevent loss of profet.ssiona1 services and disruption to their operations, thc Dcbtors were authorized to employ and 
pay Ordindry Course Profesaonals for post-Commencement Datc servlces required io assist and advise the Debtors 
111 the operation of their businesses and to defend the Debtors in matters arising in the ordinary course of the 
Debtors’ businesses Puisuailt to the OCP Order, the Debtors havc the right to amend the list of retained Ordinary 
Course Professionals 

7. Settlement with Certain Senior Lenders Prior to the commencement Date, pursuant to a notice 
pioperly issued under the Credit Agreement. dated June 20, 2002 (the ”2002 Funding Notice”). the Debtors 
requested an advance by thc Scnior Lenders of the remaining portion o f  the then unfunded Revolving Loan 
Commitments (as defined in thc Credit Agreement) Bayerische Hypo-und Vereinsbaiik AG (“Bayensche”), Rank 
Austria rrcditanstalt Corporate Finance, Inc (“Bank Aubtrid”) and Dresdner Bank AG (“Dresdner and tagcthcr with 
Baycrische and Bank Austria, the “Defaulting Lenders”) declined to fund their respective pro rata share of such 
unfunded Revolving Loan Commitments The Defaulting Lenders’ refusal tn fund their respective pro rata share of 
the 2002 Funding Notice resulted i n  a dispute between the Defaulting Lenders and the Debtors relating to the 
Defaulting Lenders’ respective obligations under the Crcdit Agreement to honor the 2002 Funding Notice (the 
“Funding Dispute”) On July 29 2003, the Banknrptcy Court approved of the terms of that certain Settlement 
Agreement and Release. dated as of J u l j  15, 2003, among the Debtors, Bayerische and Bdnk Austria, settling the 
Funding Dispute as i t  relates to Hayerirchc and Bank Austria On November 19, 2003, the Bankruptcy Court 
approved of the terms of that certain Scttlement Agreement and Release, dated as of October 24, 2003, between the 
Debtors and Dresdner, rettling thc Funding Dispute as it relateb tu Dresdner 

8. Settlement with Level 3 Communications Subsequent to the Coinmencement Date, and aftcr 
extensive negotiations, the Debtnrs resolved a complex dispute with Level 3 C o m i ~ n i c a t i ~ i ~ s  LLL (“Level 3”). the 
Debtors’ laigest customer This diqputc was related to, among other things, alleged breaches by thc Debtors of that 
certain lntegrared Netwnrk Solution Purchase Agreement (the “TNSPA”), between ATCW and Level 3 (as successor 
it) interest to Crenuity Solutions, Inc), and alleged dLtions taken by Level 3 w t h  regard to their actlvlties in 
connection with thc MSPA As a result, subjeLt to Bankruptcy Court approval, ATCW and Level 3 have entered 
into that ccrtain Confidential Settlement Agreement and Mutual Relcasc, dated as of February 27, 2004 (the “Level 
3 Settlement Agreement”) The Debtorb anticipate that XO will join as a party to the Settlement Agreement On 
March 5 ,  2004. the Debtors filed a Motion of the Debtors for an Order. Pursuant to (A) Rule 9019 of the Federal 
Rules of BankruptLq Procedure, Approving thc Confidentla1 Settlement Agreement and Mutual Relcasc, Dated 
February 27. 2004. AIrioiig Level 3 Communicat~ons, LLC and the Debtors, (B) Sectlon 363 of thc Bankruptcy 
Code Authorrzmg the Transfer, as a Part of Such Settlement, of Certain Assets Free and Clear of Liens, Claims and 
Encumbrances, and (r) Scction 365 of the Bankruptcy Code, Approving and Authonzmg, a5 a Part of Such 
Settlement, the Assumption and Assignment of dn Executory Contract (thc “Level 3 Motion”) The Level 3 Motron 
IS set tor a heanng on March 25,2004 

C. ANALYSlS OF UNEXPIRED LEASES AND 
EXECUTORY CONTRACTS AND RELATED TKANSACTTONS 

Shortly afier the Cominencement Date, the Debtors, together with their attorneys, cammenccd the 
proccss of reviewing and analyzing each of their iinexpircd leases and executory cuntracts to determine which, if 
any, of such leases or contracts should he assumed or rejected during the Chapter 1 1  Cases In that regard, the 
Debtors have filed motions to reject numcrous burdensome executury contracts and unexpired leases The Debtors 
are continuing to rewiew their executory contracts and unexpired leases As a result, the Debtors anticipate that pnor 
to the Confinnation Date, they may file addihonal motions to assume beneficial cxecutory contracts and unexpired 
leases or reject additional burdensome executory wntracts and unexpired lcases 

I. Personal Property teaser and Other Executory Contract Rejections As part of the 
aforementioned review and analysis, the Debtors analyzed their personal property lease portfolio To date, the 
Bankruptcy Court has authorized the Debtors’ rejection of approxlmately 26 personal property leases and 369 
executory contracts As a result, with respect to the personal property leases, the Debtors have realtzed savings of 
approximately $2 1,000 per month and over $343,000 in total With respect to executory contracts, thc Debtors have 
realized savings of approximately $814,000 per month and ovcr $1 1 rndhon in total 
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2. Nonresidential Real Property Leases; Extension of Time to Assume or ReJect. On the 
Commencement Date, the Debtors were parties to 120 unexpired leases of nonresidential real property Pursuant to 
section 365(d)(4) ofthe Bankruptcy rode, absent an extension of time by the Bankruptcy Court, the Debtors were 
required to awume or reject their uncxpircd leases of nonrcsidcntial rcal property on or beforc July 14, 2003 By 
ordcr datcd July 2. 2003, the Bankruptcy Court extended the Debtors’ time to assume or reject their unexpired leases 
through and including January 14, 2004 By order dated January 9, 2004, the Bankruptcy Court extended the 
Debtors’ time to assume or reject their unexpired leases through the date of confirmation of n plan of reorganization 
Since the Commencement Date, the Debtors have rejected approximately 36 unexpired leases of nonresidential real 
property, which has realized approximarely $716,000 of monthly gross savings for the estates and over $4 4 million 
of savings in total As of the date hereof, the Debtors dre pdrtirs tu approximately 85  unexpired leases of 
nonresidentid real prvperty 

3 Cullectivr Bargaining Agreements. STFI einploys 91 employees who are covered by one of the two 
collective bargaining agreements entered into by a predecessor in interest to STI-1, with (a) IHFW Local 3, dated 
M d y  10. 1001, and (b) IBEW Local 164, dated August 15, 2002 The Debtors arc continuing to annlyzc these 
collective bargaining agreements and their impact on the Debtors’ reorganlzation The Debtors anticipate that prim 
tu the Initial Effective Date such analysis will he complctcd 

0. CLAIMS PROCESS AND BAR DATES 

1 Schedule5 and Statements. On or about July 15, 2003. the Debtors filed thers Statements of Financial 
Affairs, 5chedules of Assetq and Liabilities, Schedules of Executory Contracts and Unexpired Leases dnd Lists of 
Fquity Sccunty Holders (collectively, the “Schedules”) with the BankruptLy Court for 29 of the Debtors On July 
22, 2003, the Debtors filed the Schedules for the remdinrng 10 Debtors On September 5 ,  2003, the Jlebtors filed 
supplements to Schedule F for 29 of the Debtors and supplements to Schedule G for two ofthe Debtors 

2. Bar Dates 

(a) Bar Date for Filing Pruuls or Claim In accordance with the provisions of thc Bankruptcy 
Code and Bankruptcy Rules, the Debtors requested that the Bankruptcy Court issue an order (thc “Bar Date Order”) 
establishing the date (the “Bar Date”) by which proofs of Claims against the Debtors are to bc filed in the Chapter 
I I Cases Additionally, the Debtors requested that the Bankruptcy Court direct that Claims ansing fkom the 
rejection of executory contracts and unexpired lease? subsequent to the relevant Bar Date are to be filed nu later than 
thirty days after issuance of an order authorizing rejection By Order dated September 23, 2003, the Baiikruptcy 
Cuurt approved the Debtors requests and authorized a Bar Date of November 26, 2003 Notice of the Bar Date was 
published in USA I oday (National Edition) and posted on the Debtors‘ website (htrp w ~ ~ w  d g x  cim) Proof of 
Claim forms wcrc mailed to all known Holders of Claims on or about September 30, 2003, approximately 57 d a y  
before the Bar Datc 

(b) Administrative Expense Claims Bar Date The Bankruptcy Court has fixcd the date that IS 
the forty-fifth (4.5Ih) day following the Initial Effective Date as the deadline by which crcditors must file requests for 
allowance of Administrative Expense Claims The Administrative Expcnse Claims Bar Date applies to all unpaid 
Administr&ve Expense Claims arising from and after the Pctition Date through and including the Init id Effective 
Date, exep t  for (1) Administrative Expense Claim$ of professionals retained pursuant to secti~nh 327,328 and 1103 
of the Bankruptcy Code, (11) expenses of members of the Creditors Committee, (111) all fees payable and unpard 
under 28 U S C‘ 0 1930, and (IV) any fees or charges assessed against the estates of the Debtors under 2s U S C 
4 123 The Debtors have given notice of the Administrative Expense Claims Bar Date by First Class IJnited States 
Mail to (1) all parties who have requested notice pursuant to Bankruptcy Rule 2002, (11) the United States Trustee, 
(in) counsel to Creditors Commkttee, (iv) counsel to the Senior Lenders, (v) all of thc Dcbtors’ lessors and my party 
who has provided post-Commenwment Date goods or services to the Dcbtors, and (VI)  all other parties known by 
the Debtors that may hold Administrative Expense Claims In addition to serving the notice on the furegoing, in 
order to provide notice of the Admmistrative Expense Claims Bar Date to unknown Cred~tors in accordance with 
Bankruptcy Rule 9008, the Debtors will also publish notice of the Administrative Expcnse Claims Bar Date in the 
National Edition of USA Tuday within 10 days of the Initial Effectivc Date 
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E DEVELOPMENT OF BUSINESS PLAN AND JNITIAL PLAN NECOTTATIONS 

1.  Business Plan After achieving dn initial stabilization of their businesq operations dunng the early 
stages of the Chapter 1 1 Cases, the Debtors engaged in an extensive review and cvaluahon of the c~nstitueni parts of 
their business in the wntext of furmuiating a long-range busrncss plan (the “Business Plan”) and, eventudlly, a plan 
of reorganization 

2. Initial Plan Negutiations 

Shortly after the C’ornrnencement Date, the Debtors commenced negotiations with the Senior 
Lenders regarding a stdnd-alone restructuring of the Debtors’ businesses. On May 22, 2003, the Debtors met with 
the Senior Lenders to discuss the terms of such stand-alone restructuring Based on the meeting and the brews and 
information exchanged i n  connection therewith, on June 1 1 ,  2003, the Debtors provided the Senior Lenders with a 
term sheel for a stand-alone restructuring, which was intended to act d5 the foundation for a chapter 1 1  plan of 
reorganizdtiuri As set forth above, the Dcbtors engaged Impala as their chief restructuring officer Impala, together 
with hhe Debtors- management team. began preparing the Debtors’ straiegic long tern1 business plan The Senior 
Lenders were reluctant to cngage in  meaningful plan negotiations until after the Debtors business plan was 
substant~ally complctc On July 30, 2003, the Debtors’ matiagenient team and Impala mct with the Senior Lenders 
and provided them with an update on the Debtors’ progress with respect to thc preparation of the businesb plan and 
the significant and beneficial operahmal changes and cost cutting mcasures that the Debtors had implemented On 
July  3 I 2003. the Debtors’ management and Impala made a similar prcsentatron 10 the Creditors Coinmittee 

On (a) September 19. 2003 dnd (b) September 22, 2003, thc Debtors’ management and Impala 
separately met with the Senior Lenders and the Creditors Committee to provide both constituencies with the 
proposed husincss plan for a reorganiLed Allegiance 7 hereafter, the Debtors and the Senior Lenders (but not the 
L‘reditnrs Committee) commenced meaningful negotiations ovcr the terms of a stand-alone re&ucturing plan After 
cxtenqive negotrations, the Debtors and the Senior Lenders agreed to the terms oE a stand-alone restructuring plan 
After obtaining the support of the Senior Lenders, the Debtors presented the plan to the Creditors Committee to 
garner its support therefor The Creditnrq Committee did not support the stand-alone plan, as the terms of the stand- 
alone plan provided unsecured creditors with a de minimis recovery The Debtors determined that a sale transactlon 
might provide greater value to the Debtors’ creditors In an effort to find a plan altemativc that might win the join1 
support of the Senior T endcrs and the Creditors Committee, the Debtors investigated their options for selling their 
businesses 

F. EVALUATION OF OFFERS TO PURCHASE THE DEBTORS 

During the courw of the chapter 1 1  pruteedings, the Debtors rcceived varying degrees of interest 
from third parties regarding a potential purchase of substantially all of their businesses TWO part~es delivered letters 
o f  intent to the Debtors Representatlves of the Debtors met with these parties to gauge the level of their respective 
interest Based on these meetings. the Debtors directed thcir management team and professionals tn establish a 
process that would enable ali interested parties to conduct business and legal due diligeiice in connection wlth a 
pntcntial sale transaction A1 the same time, the Dcbtors met with any dnd all parties who expressed interest in 
acquiring the Debtors businesses and permittcd them to conduct due diligence in a limited and less formal manner 

After consulting with the Senior Lenders and the Creditors Committee and collectlvely 
dctermining that the Debton could realize greater value through a sale transaction, the Debtors dctermined it was in 
the best interests of their estates to authorize thcir management team and professionals to commence negotiations 
regarding a potential sale transaction (whilc finalizing the negotiations (which as described above were finalized) 
with the Senior Lenders regarding n potential stand-alum resmctunng) On October 17, 2003, the Debtors’ 
financial ddvisors, Greenhill, rent a letter {the “Stalking Horse Letter”) to each ofthe three most interested potential 
bdders inciting them to submit non-blnding offers for the Debtors’ businesses In exchange fur the receipt of such 
non-binding offers, the Debtors agreed tu provide such intercsted parties w~th  certain access to the. Debtors’ 
management. financial advisors and fdcilities to supplement their due diligence and evaiuation of the Debtors’ 
businesses 
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On October 21, 2003, in response to the Stalking Horse Letter, two o l  the three parties (the 
‘Toiential Stalking Horse Bidders”) submitted non-binding offers to purchase substantially all of the Debtors’ 
busincsses Based on a cornpanson of these non-binding bid6 to the negotiated stand-alone restnicturmg plan. the 
Debtors determincd that it was in the best interests of their estates to attempt to negotiate a “stalking horse” asset 
purchaqe agrccmcnt with the Potential Stalking Horse Bidders. Accordingly, lhe Debtors and their professionals 
commenced negotiations with each of the Potential Sulking Horse Bidders with respect to an asset purchase 
agrccrnent 

Ihe negotiations with each of the Potential Stalking Horse Bidders were extensive a d  Loriducted 
in good faith and at arm’4cngth In addition, the Debtors communicated their prugress aiid provided multiple 
drafts of the reqpectivc asset purchase agreements i o  each of the Senior Lenders and the Creditors Coinmlttee At 
the conclusion of these negotiations wirh the Potentidl Stalkins Horse J3idders.l the Debtors considered, among 
other things. the value of the offers, the financing of the offers aiid the conditionality of both agreements After 
cxtcnsive deliberation regarding the merits and risks of both asset purchase agreements, thc Debtors determined that 
it was in the best interests of the estates to select Qwest rommunicatrons International, Inc (“Qwest”) as the 
stalking horse bidder On December 18, ZUU3. the Debtors cxccuted an asseI purchase agreement with Qwesl ([he 
“Qwest PurLhaae Agreement”) On January 4. 2004. the Court approved an order (the “Bid Prowdures Order”) 
establishing the bidding procedure? and thc date of an auction for the sale of the Debton and approving the break-up 
fee (the “Break-Up Fee”) and rclated bid protections contemplated in the purchase agreement 

C. AUCTION AND XO’S SUCCESSFUL BID 1 I) PURCHASE THE DEBTORS 

On F e b r u q  9, 2004, the Bid Deadline eqtablishcd pursuant to the Bid Procedures Order. XO 
submitted the unly Qualified Bid (as defined in the Bid Procedures Order) for the purchase of substantially all of the 
Debtors’ dshets Accordingly, the Debtor5 commcnced an auction for substantially dll of the assets of the Dehtnrq in 
the New York offices of Kirkland !k Ellis LLP, Citigroup Center, 153 East 53d Street, New York, New York on 
February 12, 2004 At the conclurion of the auction. after over twenty hours of bidding, the Debton, in consultation 
with the Senior Lendcrs and the Creditors Committee. determined that XO had submitted thc “highest and best” bld 
foi the Acquired Awcts 

On February 19, 2004. the BaiikIuptcy Court considered, inter aha, the Debtors‘ sale of the 
Acquired Asscts to XO. and the assumption of the Assumed Liabilities by X O  in accordance with the t e rm and 
conditions of [he Purchase Agreement On February 20. 2004, thc Bankruptcy Court entered the Sale Order, which 
among orher things, appruved the sale ot the Acquired Awcts to XO in accordance with the terms and conditions set 
forth in the Sale Order and in the Purchasc Agreement Unless an Early Closing Election (described below) is  made, 
the Confirmation Order shall provide any other Bankruptcy Court authorizations necessary or rcquired to 
tunsuiiiinate the purchase and sale of the Acquired Assets to XO, the assumption of the Awumed Liabilities and ali 
transactions contemplated in connection therewith. on the ternis and conditions set forth in the Purchase Agreement 
and the Plan, providcd, however, that in the event of any inconsistency between the Purchase Agreement and the 
Plan, the tcrms of the Purchase Agreement shall control 

The summary of the Purchase Agreement set forth below is qualified in Its entirety by reference to 
thc provisions of the Purchase Agermeiit In the event of any inconsistency between the terms o f  the Purchase 
Agreement and this Disclosure Statement, the terms of the Purchase Agreement s h d  control 

The Debtors received two additional non-binding offer< from third parties The Debtors shared these offers 
with each of the Senior Lenders and the Creditors Committee The Debtors expended significant time and 
effort negotiating with these third parties, howcver, due to their late entry into the process and thc structure of 
their bids (which were not optimal as compared with the structure of the bids received horn the Potential 
Stalking Horse Bidders) the Debtors focused their efforts on the Potential Stalking Horse Bidders, but, 
nevertheless, continued to communicate and share information with these third parties throughout the 
negotiations 
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1. x(I 

XO I F  a leading indcpcndent broadband telecommunications services provider that markets a 
cnmprehcnsivc array of telecommunications services, including local and long distance voice, Internet X C ~ S ~ ,  

private data networking and hosting sewices 

XO provides business customers with a comprehensive array of telecommunications serviceb. 
including local and long distance voice, Internet access. pnvate data networking and hosting services XO’s senices 
arc dcqigned to be provided through Its network assets, which are capable of carrying high volumes of all types of 
telecommunications traffic XO markets Its services primarily to busiriess customers, including small and middle- 
market businesses, Fortune 500 companies. and Ldmer and wholesale custoniers 
services, data services and integrated voice and data services XO conducts its business primarily through the more 
than 70 subsidiaries that it omnb dnd manages 

XU’S services include voice 

2. XO’s Businrbs Operations 

The initial predeceswr entity of XO was formed as a Washington limited partnership in I994 In 
1995, that entity merged into a Washmgton limited liab~lity company that beLame known as “NEXTLINK 
Communications, I I. r ’I In January 1997, NEXTLINK CommuniLations, L L C irrerged into N L X T L M  
( ommumcatrnns, Inc , a Washington corporation. which in June I998 reincorporated in Delaware undcr the same 
name On Junc 16, 2000, in connection with the dLquisition of Concentric Network Corporation. NEXTLINK 
Communications. Inc merged with and into d new corporation and that corporation. as the surviving corporation in 
the merger. changed its name to NEXTLINK Communicatinnr, Tnc On September 25,2000, NEXTLINK 
Communications, Inc began doing business as ‘30 Communications” and. on October 25,2000, rhanged its name 
to XD Communications, Inc 

On June 17,2002 XO filed for protectlon under chapter 11 of the Bankruptcy Code in the United 
States Bankruptcy Court for the Southern Dtstrict of New York On November 15,2002, the Bankruptcy Coiirt 
Lunfirmed XO’s plan of reorganization, and, on January 16.2003, XO consummated the plan of reorganization nnd 
emerged from its rhaptcr 1 1 reorganization proceedings with a significantly restructured balance sheet In 
December 2001, XO voluntarily delisted its pre-petition d d s S  A common stock from the Nasdaq National Market, 
which Nan, tradcd under the symbol ‘XOXO”, and, on December 17, 2001, hegan trading on the Over-the-counter 
Bullctin Board, or OTCBB As of January 16, 2003, XO’s pre-petition class A common stock stopped trading on the 
OTCBB and all interests in XO’s prepetition class A common stock were terminated pursutint to the plan of 
reorganization The shares of comnion stock issued by the reorganized XO pursuant to Itb plan of reorganization 
began trding 111 January 2003 on the OTCBB and ~n the Pink Sheets under the symbol “XOCM OB” chortly after 
the first dibtnbution of common stock pursuant to its plan of reorgmzation 

3 Significant Provisions of the Purchase Agreement 

(a) Early Funding Date. The Purchase Agreement contemplates that upon the satisfaction of 
ccrtain of the conditions to closing (including, without limitation, the expiration or early termindtion of any waiting 
period under the Hart-Swtt-Rodino Antitrust Improvements Act of 1976, as amended (the “HSR Act”)) and thc 
receipt by the parties of FCC Consent (as defined in the Purchase Agreement) (the “Early Funding Date”), XO ?hall 
transfer the Purchase Price (as described below) into escrow, and XO shall commence operating the Acquircd Assets 
pursuant to the Operating Agreement subject to the Debtors’ ultimate control and as required under applicable law. 
At the Closing the Purchase Pnce will bc released from escrow to AT1 (on behalf of the sellers) and title of the 
Acquired Assets shall pass to XO 

(h) Purchased Assets, At Clasmg, the Debtors agree to sell to XO, free and clear uf all Liens 
and Liabilities (other than certain Permitted Liens) and Interests (as defined in the Sale Order) and XO dgrees to 
purchase from thc Debtors the Acquired Assets, which include, among other things, the fallowing by way of 
summary only (1) the Equipment (as defined in the Purchase Agreement), (11) all Communications LiLznses and any 
other Liccnses (as defined in the Purchase Agreement), (in) the Awumed Contracts (as defined in [he Purchase 
Agreement), (IV) all equity interests including capital stock held by ATCW in each of its direct and indirect 
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subsidlanes (except STFI), (v) iertain Claims, (wj any hooks, records files or papers of the Debtors (excluding 
STFI), and (vii) the Tntellectual Propee (as defined in the Purchase Agreement) 

(L‘) Excluded Assets. The Purchasc Agreement provides for Excluded Assetb mluding, among 
others, Cash and Cdsh Equivalents assets used primarily in the Shared Hosting Business, STFI. the Owned Real 
Property, and the Avoidance Actions and other Causes of Action 

(d) Assumed Liabilities On the Cloring Date, XO shall assume, among others, the following 
Liabilities of the Debtors (I) certain Liabilities arising out of or relating to the ownership ufthe Acquired Assets and 
the uperation of the Business by XO or any of its assignees after the Early Funding Date. (ii) certain Liabilities 
under the Assumed Contracts arising post-Commencement Date, (in) Lertain Liabilities under tradc accounts 
payable arising in the Ordinary Course of Business arising dter the Early Funding Datqiv) Liabilities for fifty 
percent (50%) nf an? and 011 Transfer Taxes due as a result of the transactions contemplated by the PurLhase 
Agreement, if  any, (VI) certain Liabilities for sevrrdncr costs, and (i) certain Liabilities associated with customers o f  
the Humcss arising after the Early Funding Date 

(e) Excluded Liabilities The Purchase Agrecment provides that the Excluded Ltabiht~es are nnl 
assumed by XO, including, dmong others, (I) any I iabilitics arising out of or in connection with any indehtedncss of 
the Debtors to their lenders, noteholder5 OT otherwise, (11) Liabilities related to the Owned Real Property, (111) 
Liabilities related to STFI or the Shared Hosting Rusincss (as defined In the Purchase Agreement), (iv) all Liabilities 
arising from or reldiing to the employment, or termination of employment, of any of the Debtors’ employees, 
including pursuant to Einployee Benefit Plans (as defined in the Purchase Agreement), other than those specific& 
assumed pursudnt to Section 2 3 or 6 R of the Purchase Agreement, and (v) any Liabilities that anse, whether before, 
on or after the Closing, out of, nr in connection with, the Excluded Assets, including any contract that IS not an 
Assumed Contract 

{f] Early Closing Election, A1 any tiine prior to thc Closing, the Debtors may deliver an 
election (an ‘’Lady Closing Election”) to XO (hat the Debtors choosc to close the transactions contemplated by the 
Purchase Agreement pursuant to an asset sale rather than a salc of  Stock of the subsidiaries of ATUW XO shall be 
entitled to makc an Early Closing Electiun (I) if the Debtor< fail to comply with the tii~ieline on Exhtbrt J to the 
Purchase Agreement, or (11) any tinre from and aftcr June 30, 2004 

(g) Purchase Price. In consideration for the Acquired Assets, and wbjcct to the terms and 
conditions of the Purchdtse Agreement, XO shall (a) pay to ATI (on brhaIf of the Debtors) in imrnedlately avallable 
funds, by wire transfer to an account or accounts desipdted by AT1 an amount in cash equal tu $3 11,200,000 
(subject to adjustment), (b) deliver 45,380,000 shares of conmion stock of XO, par value $ 0 1  per share (the 
“Xo Coinrnon Stock”] (subject to adjustment fur stock splits. vtock dividends, share exchanges, recapitalizations, 
share combinations and reorganizations and other similar transactions after the date of execution nf the Purchase 
Agreement) ((a) and (b) are referred to herein A the ”Purchase Pricc”). and (c) assume the Assumed Liabilities 

(h) Conditions to Closing: 

(1) ADnroval of Plan Unless there has been 3n Early Closing Election, all conditions to the 
“Initial Effectwe Date” sct forth in the Plan (as defined in the Purchase Agreement) 
(including the entry of the Confirmation Order (as defined in the Purchase Agreement) by 
the Bankruptcy Court) shall have been satisfied, or duly waived with the express written 
consent of XO, in accordance with the applicablc provisions of the Plan and the 
transactions contemplated by the Ptan to occur on or pnor to the Closing shall have bcen 
or shall be consummated sirrwltaneously wlth the Closing in acwrdance w t h  the Plan 

H- Any applicable waiting period under the HSR Act shall have 
cxpired or shaii have been earlier terminated, In addition, the parties shall have receivd 
the FCC Consent (as defined in the Purchase Agreement) 

(11) 
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(111) Non-Transferred Assets The Non-Transferred Assets shall have been retained by the 
Dcbtars 

(iv) Sellers’ Dehvenes The Debtors shall have delivered to XO aU items set forth in Section 
3 l(b) of the Purchase Agreement 

I d  Buvcr’s Delivcrics XO shall have delivered to the Debtors all items set fonh in Section 
3 1 (cl of the Purchase Agreement 

4. Rusincsp JuPtificatians fur the Salc The Debtors’ Chapter 1 1  Cases have been pending for nine 
months During that timc pcnod, the Debtors have worked diligently to reduce operating expenses, d~spose of 
unprnfitahle operations. develop strategic initiatives for the foundation of a Lhapter I 1 plan and perform valuations 
with respect to their a s m s  

The Sale Transaction provides the Debtors with a known amount of  proceeds to he disttibutcd to 
creditors pursuant to a plan of reorganization Moreover, b i w e  the sale of the Debtors’ assets was subject tn h i g h  
and betier offers. the Debtors have been ensured of realizing the best price obtainable for the a w t s  

Immediately after the entry of the Sale Order, the Oehtorr engaged in arms-length negotiatitlons 
with the Senior Lenders, the Creditors Committee, XO and other parties in interest regarding the terms of a chapter 
1 I plan During the course of these negotiations, thc Debtors have shared all relevant f i n a n 4  and other 
inrurmation with the Creditors Committee, the Scnior Lenders and XO and have consulted with these parties prior to 
taking any significant actions related to resolution of the outstanding chapter 11 plan issues As a result of 
protracted negotiations and having resolved. compromised and settled the significant and complex disputes cxisting 
between and among the Debtors and the major creditor conbtitucncies, the Debtors have formulatcd and filed the 
Ptan, mhich i q  wpportcd by the Senior Lenders and the Creditors Coinniittee 

V. THE PLAN OF REORGANIZATION 

This Section of the Disclosure Sratement wmmarizes the Plan, which 15 qet forth in its entirety as 
Exhibit A hereto This wnmary is qualified in its entirety by reference to the Plan YOU SHOULD READ THE 
PLAN C AREFULLY AND IN ITS ENTIRETY BEFORE VOTING TO ACCEPT OR REJECT THE PLAN. 

The Plan provides for the liquidation arid discharge of all the dcbt from the Debtors’ capital 
structure Specifically, the Plan provides for the cancellation of approximately is477 81 million of debt under the 
Credit Agreement and appruximately Is668 71 million of the Senior Notes and Senior Discount Notes The Plan 
further provides for d distribution of XO Common Stock and New STFI Common Stack to ATLT for the benefit of 
Holders or Allowed Unsecured Claims The Debtors believe that through the Plan, Holders of Allowed rlaims will 
obtain a greater recovery fi-nm thc cstates of the Debtors than the rewvery that they would receive if thc assets of the 
Debtors were liquidated under chaptcr 7 of the Bankruptcy Code 

The Plan IS annexed hereto as Exhibit A and forms a pad of this Disclosure Statement The 
summary of thc Plan set forth below is qualified in 11s entirety by reference tn the provlstons of the Plan 

A. 1 
The terms of the Plan are the result of arm’s-length negotiations among the Debtors, the Creditors 

Committee, certain Holders of Senior Lender Claims and the AT1 Notes Trustees In that regard, the Plan 
incorporates certain compromises and settlements with respect to the following issues (1) the proofs of Claim filed 
by the AT1 Note Tmstees regarding the amount and nature of the Claims held by the Holders of AT1 Note Claims, 
(11) whether Holden of AT1 Note Claims are entitlcd to an equitable lien on certain assets of the Debtors as a rcsult 
of certain liens and guaranties granted by the Debtors to the Senior Lenders, (111)  whether the Holders of Senior 
Lender CIatms have a lien an the Unencumbered Cash (as defined below), (iv) whether the Holders of AT1 Note 
Claims are entitled to equal and ratable guarantees from each uf the Debtors, (v) the recharacterlzation of or 
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