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COUDERT BROTHERS LLP

)
ATTORNEYS AT LAW

1627 | STREET, N.W.
WASHINGTON, B.C. 20006-4007
TEL: (202) 775-5100

FAX: (202) 775-1168

WWW COUDERT.COM

BY FEDERAL EXPRESS

January 28, 2003

James J. McNulty

Secretary

Pennsylvania Public Utility Commission
Commonwealth Keystone Building

2nd Floor, Room N201

Harrisburg, PA 17120

DAIGIA

LOS ANGELES. NE
SAN FRANCISCO, WASHINGTON

r.a
EUROPE

ANTWERP, BERLIN, BRUSSELS, FRANKFURT,
GHENT, LONDON, MILAN, MOSCOW, MUNICH,
PARIS, ROME, ST, PETERSBURG, STOCKHOLM

ASIA/PACIFIC
ALMATY, BANGKOK, BEIJING, HONG KONG,
JAKARTA, SINGAF’ORE SYDNEY, TOKYQ

ASSOCIATED OFFICES
BUDAPEST, MEXICO CITY, PRAGUE., SHANGHAI

RECEIVED

JAN 2 8 2003

PAPUBLIC uTLiTy
COMM
SECRETARY'S BUREAL

Re:  France Telecom Corporate Solutions L.L.C.; Application for
Approval to Offer, Render, Fumish or Supply Resold Local Exchange
and Interexchange Telccommunications Services to the Public

Dear Mr. McNulty: Q - 3\ \ a L‘\ a; FOOO’S

On behalf of France Telecom Corporate Solutions L.L.C., enclosed for filing please
find an original plus three copies of its Application for Approval to Offcr, Render, Furnish or
Supply Resold Local Exchange and Intcrexchange Teleccommunications Services to the Public

in the Commonwealth of Pennsylvania.

Also enclosed 1s a check payable to the “Pennsylvania Public Utility Commission” in
the amount of $250.00 to cover the requisite filing fec. Please file-stamp and return the cxtra
copy of this filing in the pre-addressed, stamped envelope provided for this purposc.

Kindly direct any questions to the undersigned.

Enclosurcs

cc: Officc of Consumer Advocate
Office of the Attorney General
Office of Small Business Advocate

All Incumbent Local Exchange Carricrs in PA

Regards,
% ()./W QZ(’TZCY/J A

William K. Coulter
Elizabeth Holowinski
Counscl for France Telecom
Corporate Solutions L.L.C.
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Application of: @Rﬂ @Dm ”[\

PA PUBLIC UTILITY COMMISSION

S '
France Telecom Corporate Solutions L.L.C.,ta ECRETARY'S BUREAU . ,

CEIVED  puim

2 8 2003

for approvél to offer, render, furnish or supply telecommunications services to the public in the
Commonwealth of Pennsylvania.

1. IDENTITY OF THE APPLICANT: The name, address, telephone number, and fax number of the Applicant.

France Telecom Corporate Solutions L.L.C.
2300 Corporate Park Drive, Mailstop SPO606
Herndon, VA 20171

Tel: 703-375-4919

Fax: 703-375-493905

Please identify any predecessors of the Applicant and provide other names under which the Applicant has operated within
the preceding five years, including name, address, and telephone number.

None.

2. ATTORNEY: The name, address, telephone number, and fax number of the Applicant's attorney.

William K. Coulter

Elizabeth Holowinski

Coudert Brothers LLP

1627 I Street, N.W.,‘Suite 1200
Washington, DC 20006

Tel: 202-775-5100

Fax: 202-775-1168

3. CONTACTS:

A) APPLICATION: The name, title, address, telephone number, and fax number of the person to whom
guestions about this application should be addressed.

William X. Coulter or
Elizabeth Holowinski

Coudert Brothers LLP

1627 I Street, N.W., Suite 1200
Washington, DC 20006

Tel: 202-775-5100

Fax: 202-775-1168




B)

C)

PENNSYLVANIA EMERGENCY MANAGEMENT AGENCY (PEMA): The name, title,
address, telephone number and FAX number of the person with whom contact should be made by
PEMA.

PUC-377
Rev.10/01

Russel Alan Emerson

c¢/o Equant

12490 Sunrise Valley Drive
Reston, VA 20196

Tel: 703-689-5611

Fax: 703-689-5527

RESOLVING COMPLAINTS: Name, address, telephone number, and FAX number of the

person and an aiternate person responsible for addressing customer complaints. These persons will
ordinarily be the initial point(s) of contact for resolving complaints and queries filed with the Public Utility
Commission or other agencies.

Charles Hartman

France Telecom

12490 Sunrise Valley Drive
Reston, VA 20196

Tel: B66-280-3726

Fax: 703-689-5527

FICTITIOUS NAME:

X The Applicant will not be using a fictitious name.

 The Applicant will be using a fictitious name. Attach to the Application a copy of the Applicant’s filing with the

Commonwealth's Department of State pursuant to 54 Pa. C.5. §311, Form PA-953.

BUSINESS ENTITY AND DEPARTMENT OF STATE FILINGS:

2 the Applicant is a sole proprietor.

U The Applicant is a;

L General partnership

L Domestic limited partnership (15 Pa. C.S. §8511)

Q *Foreign limited partnership (15 Pa. C.S. §8582)

0 pomestic registered limited liability partnership (15 Pa. C.S. §8201)

Q “Foreign registered limited liability general partnership (15 Pa. C.S. §8211)

*Provide name and address of Corporate Registered Office Provider or Registered Office within PA.

Attach to the application the name and address of partners. If any partner is not an individual, identify
the business nature of the partner entity and identify its partners or officers.

Attach to the application proof of compliance with appropriate Department of State filing
requirements as indicated above.
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5. (Continued)

O The Applicant is a:
[ Domestic corporation (15 Pa. C.S. §1306)
L Foreign corporation (15 Pa. C.S. §4124)

L pDomestic limited liability company (15 Pa. C.S. §8913)
X *Foreign iimited liability company {15 Pa. C.S. §8981)

*Provide name and address of Corporate Registered Office Provider or Registered Office within PA.

See Exhibit A.

Attach to the application proof of compliance with appropriate Department of State filing
requirements as indicated above. Additionally, provide a copy of the Applicant’s Articles
of Incorporation or a Certificate of Organization. The Applicant is incorporated in the
State of Delaware

Give name and address of officers:

See Exhibit B.

6. AFFILIATES AND PREDECESSORS WITHIN PENNSYLVANIA:

Q The Applicant has no affiliates doing business in Pennsylvania or predecessors which have done business in
Pennsyivania.

X The Applicant has affiliates doing business in Pennsylvania or predecessors which have done business in
Pennsylvania. Name and address of the affiliates. State whether they are jurisdictional public utilities. Give
docket numbers for the authority of such affiliates.

See Exhibit C.

If the Applicant or affiliates has a predecessor who has done business within Pennsylvania, give name and
address of the predecessors and state whether they were jurisdictional public utilities. Give the docket
numbers for the authority of such predecessors.
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AFFILIATES AND PREDECESSORS RENDERING PUBLIC UTILITY SERVICE OUTSIDE
PENNSYLVANIA:

X The Applicant has no affiliales rendering or predecessors which rendered public utility service outside
Pennsyivania.

L The Applicant has affiliates rendering or predecessors which rendered public utility service outside
Pennsyivania. Name and address of the affiliates. Name and address of the predecessors {please specify
which).

APPLICANT’S PRESENT OPERATIONS: (Select and complete the appropriate statement)

X The applicant is not presently doing business in Pennsylvania as a public utility.
O The applicant is presently doing business in Pennsylvania as a:

Q Interexchange Toll Reseller, InterLATA and/or Intral ATA, {e.g., MTS, 1+, 800, WATS, Travel and Debit
Cards)

d Interexchange Toll Facilities-based carrier, InterLATA and/or IntralLATA, {e.g., MTS, 1+, 800, WATS,
Travel and Debit Cards)

Q Competitive Access Provider {dedicated point-to-point or multipoint service; voice or data)
Q Competitive Local Exchange Carrier:

Ll Facilities-Based

J Non-facilities-Based
QJ incumbent Local Exchange Carrier.

O other {Identify).
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10.

11.
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APPLICANT’S PROPOSED OPERATIONS: The Applicant proposes to operate as a:

X Interexchange Toll Reseller, InterLATA and/or IntraLATA, (e.g., MTS, 1+, 800, WATS, Travel and Debit
Cards)

Q Interexchange Toll Facilities-based carrier, InterLATA and/or IntralLATA, (e.g., MTS, 1+, B00, WATS,
Travel and Debit Cards)

X Competitive Access Provider {dedicated point-to-point or multipoint service; voice or data)

X Competitive Local Exchange Carrier:

O Facilities-based

X Non-facilities-based
L incumbent Local Exchange Carrier

Q) other (Identify).

PROPOSED SERVICES: Describe in detail the services which the Applicant proposes to offer. If proposing
to provide more than one category in Hem #9, clearly and separately delineate the services within each proposed
operation.

The Applicant plans to offer all forms of local exchange
telecommunications services on a resale basis within the state.
Initially, Applicant will provide Local Exchange Service, Virtual
Private Network Service, Local Dedicated Service, Integrated Services
Digital Network Primary Rate Interface (ISDN-PRI). Applicant also
plans to offer all forms of interexchange telecommunications services
on a resale basis within the State. Initially, Applicant will provide
Switched Interexchange Service, Dedicated Interexchange Service, Frame

Relay Service, Carrier 800 Service and Travel Calling Card Service.

SERVICE AREA: Describe the geographic service area in which the Applicant proposes to offer services.
Clearly and separately delineate the service territory for each category listed in ltem #9. For Competitive Local
Exchange Carrier operations, you must name and serve the Incumbent Local Exchange Carriers in whose
territory you request authority.

Interexchange Toll Reseller: Statewide.
CLEC: Statewide
CAP: Statewide
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13.

14.

15.

16.

PUC-377
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MARKET: Describe the customer base to which the Applicant proposes to market its services. Clearly and
separately delineate a market for each category listed in ltem #9.

Interexchange Toll Reseller: Business customers only.
CLEC: Business customers only.
CAP: Business customers only.

PROPOSED TARIFF(S): Each category of proposed operations must have a separate and distinct proposed
tariff setting forth the rates, rules and regulations of the Applicant. Every proposed tariff shall state on its cover
page the nature of the proposed operations described therein, i.e., IXC R/S, CLEC, CAP, or IXC F/B. A copy of all
proposed tariffs must be appended to each original and duplicate original and copy of Form 377.

See Exhibits D and E.

FINANCIAL: Attach the following to the Application:

A general description of the Applicant’s capitalization and, if applicable, its corporate stock structure;
See Exhibit F.

Current balance sheet, Income Statement, and Cash Flow Statement of Applicant or Affiliated Company, if
relying on affiliate for financial security; See Exhibit G.

A tentative operating balance sheet and a projected income statement for the first year of operation within the
Commenwealth of Pennsylvania; provide the name, title, address, telephone number and fax number of the
Applicant’s custodian for its accounting records and supporting documentation; and indicate where the Applicant’s
accounting records and supporting documentation are, or will be, maintained. See Exhibit H.

If available, include bond rating, letters of credit, credit reports, insurance coverage and reparts, and major
contracts. Not available.

START DATE: The Applicant proposes to begin offering services on or about immediately upon
certification.

FURTHER DEVELOPMENTS: Attach to the Application a statement of further developments, planned or
contemnplated, to which the present Application is preliminary or with which it forms a part, together with a
reference to any related proceeding before the Commission.

None.
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18.

19.
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NOTICE: Pursuantto 52 Pa. Code §5.14, you are required to serve a copy of the signed and verified
Application, with attachments, on the below-listed parties, and file proof of such service with this Commission:

Office of Consumer Advocate Office of Small Business Advocate
555 Walnut Street Commerce Building, Suite 1102
5th Floor, Forum Place 300 North Second Street
Harrisburg, PA 17101-1923 Harrisburg, PA 17101

Office of the Attorney General
Office of Consumer Protection
Strawberry Square, 14" Floor
Harrisburg, PA 17120

A certificate of service must be attached to the Application as proof of service that the
Application has been served on the above-listed parties. A copy of any Competitive
Local Exchange Carrier Application must also be served on any and/or all Incumbent
Local Exchange Carrier(s) in the geographical area where the Applicant proposes to
offer services. See Exhibit I.

FEDERAL TELECOMMUNICATIONS ACT OF 1996: State whether the Applicant claims a particular status
pursuant to the Federal Telecommunications Act of 1996. Provide supporting facts.

Applicant intends to provide interstate and international services to
customers on a private carrier basis as defined under federal law.

COMPLIANCE: State specifically whether the Applicant, an affiliate, a predecessor of either, or a person
identified in this Application has been convicted of a crime involving fraud or similar activity. Identify all
proceedings, limited to proceedings dealing with business operations in the last five (5) years, whether before an
administrative body or in a judicial forum, in which the Applicant, an affiliate, a predecessor of either, or a person
identified herein has been a defendant or a respondent. Provide a statement as to the resolution or present status
of any such proceedings.

The Applicant, its affiliates, predecessors of either, or any person
identified in this Application has never been convicted of a crime
involving fraud or similar activity.
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20. FALSIFICATION: The Applicant understands that the making of false statement(s) herein may be grounds for
denying the Application or, if later discovered, for revoking any authority granted pursuant to the Application. This
Applicationis subject to 18 Pa, C.S. §§4903 and 4904, relating to perjury and falsification in official matters.

21. CESSATION: The Applicant understands that if it plans to cease doing business within the Commonwealth of
Pennsylvania, it is under a duty to request authority from the Commission for permission prior to ceasing business.

Applicant:: —1 Cb g:_

By: Jean-Sebastien Falisse

Title: Treasurer of France Telecom
Corporate Solutions L.L.C.
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AFFIDAVIT: Attach to the Application an affidavit as follows:

AFFIDAVIT

[Commonwealth/State] of  Virginia

S5,

County of: Fairfax

Jean-Sebastien Falisse, Affiant, being duly [sworn/affirmed] according to law, deposes and says that:

[He] is the Treasurer (Office of Affiant) of France Telecom Corporate Scolutions L.L.C.;
(Name of Applicant)

That [he/she] is authorized to and does make this affidavit for said corporation;

That France Telecom Corporate Solutions L.L.C.,the Applicant herein, acknowledges that
it may have an obligation to serve or fo continue to serve the public by virtue of the Applicant commencing the
rendering of service pursuant to this Application consistent with the Public Utility Code of the Commonwealth of
Pennsylvania, Title 66 of the Pennsylvania Consolidated Statutes; with the Federal Telecommunications Act of
1996, signed February 6, 1996, or with other applicable statutes or regulations;

That France Telecom Corporate Sclutions L.L.C.,the Applicant herein, asseris that it
possesses the requisite technical, managerial, and financial fitness to render public utility service within the
Commonwealth of Pennsylvania and that the Applicant will abide by all applicable federal and state laws and
regulations and by the decisions of the Pennsylvania Public Utility Commission.

That France Telecom Corporate Sclutions L.L.C., the Applicant herein, asserts that it has
contacted the appropriate 811 Coordinator(s), and that arrangements are under way for the provisioning of
emergency 911 service in each of the Counties/Cities where service is to be provided.

That the facts above set forth are true and correct to the best of his knowledge, information and belief, and that he
expects said entity to be able to prove the same at any hearing thereof.

%o

Signature of/Affiant

Sworn and subscribe before me this Q‘r‘ day of JMUM/] , 705

Mehth " Year

S e wa Fotoa —
R - ignature of official administering oath

5:_My 'Cprnn;nis\sion r:')gpirg,;s { / %l / 0(!
LT K I !
SRy .
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VERIFICATION STATEMENT: Attach to the Application a verification statement as follows:

[Commonwealth/State] of  Virginia

SS5.

County of: Fairfax

Jean-Sebasgtien Falisse, Affiant, being duly [sworn/affirmed] according to law, deposes and says that:

He is the Treasurer (Office of Affiant) of France Telecom Corporate Solutions L.L.C.;
{Name of Applicant]

That he is authorized to and does make this affidavit for said corporation;

That the facts above set forth are true and correct to the best of his knowledge, information, and belief and that he

expects said corporation {0 be able to prove the same at any hearing hereof.
(2.
W of Affiant

Sworn and subscribed before me this q day of T U ' 2’” O?
opth Year

) » i

Signature of official administering oath

- I
DAY
Hf” o

IRIRN wky Tomimisslon Exoires Jarniuary I3, 2006
My Commission expires:

10
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The First State

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY "FRANCE TELECOM CORPORATE SOLUTIONS
L.L.C."” I8 DULY FORMED UNDER THE LAWS OF THE STATE OF DELAWARE
AND IS IN GOOD STANDING AND gAS A LEGAL EXISTENCE S0 FAR AS THE
RECORDS OFlTHIS OFFICE SHOW, AS OF THE SEVENTEENTH DAY OF
OCTOBER., aA.D. 2002.

AND I DO HEREBY FURTHER CERTIFY THAT THE ANNUAL TAXES HAVE

BEEN PATID TO DATE.

Harriet Smith Windsor, Secretary of State

3461073 8300 AUTHENTICATION: 2040119

020642303 DATE: 10-17-02
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07/23/2002 17:12 FAX 202 8.099 FRANCE TELECOX . @

State of' Delaware

Office of the Secretary of State FPRGE 1

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERIIFY THE ATTACHED IS A TRUE AND CORRECT
COPY OF THE CERIIFICATE OF FORNATION OF FRANCE TELECOM
CORPORATE SOLUTIONS-L L C ', FILED IN THIS OFFICE ON THE
TWENTY—BIGETH DLI OF NOVEMBER A.D. 2001, AE 9: 30 O’ CLOCK A.M.

Harrier Smith Windsor, Secvetary of Stase

-

3461073 81060 ’ AUTHENTICATION: 1469978

010601102 DATE: 11-29-01




@003
07/23/2002 17:12 FaX 202 s.oaa FRANCE TELECOM .

. e : . STATE QF DELAW,
11/28/2001 10:07 FAX 202 B2Z 2098 FRANCE TELECOM SECRETARY OF STADDOZ
- . DIVISION OF CORPORATIONS
FILED 09:30 AN 11/28/2001
010601102 = 3461073

- CERTIFICATE OF FORMATION
OF
FRANCE TELECOM CORPORATE SOLUTIONS LL.C.

1. The name of the limited liability cempany is France Telecom Corporate
Solutions L1.C. '

2. The address of its registered office in the State of Delaware is Corporation
Trust Center, 1209 Orange Smee, in the Ciry of Wilmiagtog, County of New
Castle. The name of its registeted agent at such address is The Corporation Trust

Compeny.

N WITNESS WHEREOF, the undersigned has executed this Certificate
of Formation of France Telecom Corporate Sohstions L.L.C.

this 23 #\ day of November, 2001

FRANCE TELECOM PARTICIPATIONS
.S, INC. '

ASs:sl.a:n.t Sq:mtary

Cert_Form doc




COMMOUNWEALTH g F PENNSYLVANTIA

DEPARTMENT OF .STATE

JULY 24, 2002

TO ALL WHOM THESE PRESENTS SHALL COME. GREETING:

I DO HEREBY CERTIFY THAT,

FRANCE TELECOM CORPORATE SOLUTIONS, LLC

is duly registered as a Foreign Limited Liability Company under the laws

of the Commonwealth of Pennsylvania and remains subsisting so far as the

records of this orfice show, as of the date herein.

IN TESTIMONY WHEREQF. I have
hereunto set my hand and caused
the Seal of the Secretary's
Office to be affixed. the day
and year above written.

Q. V&&_&ﬁwﬁz

§Ecretary of the Commonwealth
DPOS




PENNSYLVANIA DEPARTMENT OF STATE 326
CORPORATION BUREAU
ROOM 206 NORTH OFFICE BUILDING
P.O. BOX 8722
HARRISBURG, PA 17105-8722

FRANCE TELECOM CORPORATE SOLUTIONS, LLC

THE CORPORATION BUREAU IS HAPPY TO SEND YOU YOUR FILED DOCUMENT.
PLEASE NOTE THE FILE DATE AND THE SIGNATURE OF THE SECRETARY OF THE
COMMONWEALTH. THE CORPORATION BUREAU IS HERE TO SERVE YOU AND WANTS
TO THANK YOU FOR DCOING BUSINESS IN PENNSYLVANIA.

IF YOU HAVE ANY QUESTIONS PERTAINING TO THE CORPORATION BUREAU,
PLEASE VISIT OUR WEB SITE LOCATED AT WWW.DOS.STATE.PA.US/CORPS OR
PLEASE CALL: OUR MAIN INFORMATION TELEPHONE NUMBER (717)787-1057. FOR

ADDITIONAL INFORMATION REGARDING BUSINESS AND/OR UCC FILINGS, PLEASE
VISIT OUR ONLINE "SEARCHABLE DATABASE" LOCATED ON OUR WEB SITE.

ENTTTY NUMBER: 207579¢€
MICROFILM NUMBER: 2002052

1090-1091

CT CORP SYSTEM
COUNTER




France Telecom Corporate Solutions L.L.C.

Corporate Registered Office Provider within PA:

CT Corporation System
1515 Market Street

12" Floor

Philadelphia, PA 19102

WASHINGTON 258886v]
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List of all Officers, Directors, General Partners, Trustees and Members
of Applicant

Jean-Scbastien Falisse

Treasurer

France Telecom Corporate Solutions L.L.C.
2300 Corporate Park Drive

Mailstop SPOGO6

Herndon, VA 20171

Jean Nivoix

General Manager

France Telecom

Europarnasse, 8-10 Boulevard de Vauglrard
75903 Paris Cedex 15

France

Bernard Perrillon

Manager

France Telecom

Europarnasse, 8-10 Boulevard de Vaugirard
75903 Paris Cedex t5

France

Marc Dandelot

Manager

France Telecom Inc.

1270 Avenue of the Americas
New York, NY 10020

WASHINGTON 257334v|
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LIST OF APPLICANT’S AFFILIATES
OPERATING IN THE UNITED STATES

Equant U.S., Inc.'

400 Galleria Parkway
Atlanta, GA 30339
Telephone: (678) 346-3000

France Telecom Long Distance USA'
2300 Corporate Park Drive

Suite 600

Herndon, VA 20171

Telephone: (703) 375-8227

GlobeCast Incorporated?
7291 NW 74th Street
Miami, FL 33166
Telephone: (888) 988-5288

None of these companies are jurisdictional public utilities.

' Both of these companies currently hold Section 214 authorizations from the Federal
Communications Commission 1o provide interstate and international resold and facilities based
telecommunications services. Neither of these companies have authority to provide intrastate
telecommunications services in any state, and do not offer intrastale common carrier

telecommunications scrvices in any state.

2 GlobeCast is a private carrier which provides interstate and international services using earth

stations licensed by the Federal Communications Commission.

WASEHINGTON 255488v|
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France Telecom Corporate Solutions L.L.C. PA P.U.C. Tariff No. 2
Original Page No. 1

TITLE PAGE

FRANCE TELECOM CORPORATE SOLUTIONS L.L.C.

REGULATIONS AND SCHEDULE OF INTRASTATE CHARGES
APPLYING TO INTEREXCHANGE COMMUNICATIONS SERVICES WITHIN

THE COMMONWEALTH OF PENNSYLVANIA

Issucd: , 2003 Effective: , 2003

By: Jean-Scbasticn Falissc
Trcasurer
Irance Telecom Corporate Solutions L.L.C.
2300 Corporate Park Drive
Mailstop SPO606
Herndon, VA 20171



France Telecom Corporate Solutions L.L.C. PA P.U.C. Tariff No. 2
Original Page No. 2

CHECK SHEET

The Title Page and pages listed below of this Tariff are effective as of the date shown.
Revised pages contain all changes from the original Tari{f that arc in effect as of the date
indicated.

Page Numberof Page Numberof Page Numberof Page Numberof
No. Revision No. Revision No. Revision No. Revision

ALL PAGES ARE ORIGINAL.

* New or Revised Page,

Issued: , 2003 Elfective: , 2003

By: Jecan-Schastien FFalisse
Treasurer
France Tclecom Corporate Solutions L.L.C.
2300 Corporatc Park Drive
Mailstop SPO606
Hemdon, VA 20171



France Telecom Corporate Solutions L.1.C. PA P.U.C. Tariff No. 2
Original Page No. 3

TABLE OF CONTENTS
TITLE PAGE oot ettt b a ettt b e n e st n et nn b e e s e s Cover
CHECK SHEET .ottt ettt ettt as bbb s s ssn e 2
TABLE OF CONTENTS ..ottt s e ene e s 3
PRELIMINARY STATEMENT ......ooiiiiiiii e 4
APPLICABILITY ot e ettt 4
AVAILABILITY Lottt bt a s st e et e e be st enb e 4
EXPLANATION OF SYMBOLS ..ot v s 5
TARIFF FORMAT Lottt e eba st n s b 5
SECTION 1 - DEFINITIONS L.ttt ittt st 7
SECTION 2 - RULES AND REGULATIONS L...oiiiiiiiiiiieen e 13
SECTION 3 - SERVICE DESCRIPTIONS ...c.oiii et 4]
SECTION 4 - RATES . oot e s ean e 51
SECTION § - SPECIAL PROMOTIONAL OFFERINGS ...t 62
SECTION 6 - CONTRACT SERVICES ..., et 63
SECTION 7 - LEGISLATIVE, REGULATORY OR JUDICIAL ACTIVITY ... 64
SECTION 8 - SUBSCRIBER CHARGES ... 65
[ssued: , 2003 Effective: , 2003

By: Jean-Scbhastien Falisse
Treasurer
France Telecom Corporate Solutions L.L.C.
2300 Corporate Park Drive
Mailstop SPOGOG
Herndon, VA 20171
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Telecom Corporate Solutions L.L.C. PA P.U.C. Tariff No. 2

Original Page No. 4

PRELIMINARY STATEMENT

This Tariff scts forth rates and rules of France Telecom Corporate Solutions L.L.C. (the
“Company™) applicablc to its provision of recsold interexchange service within the
Commonwealth of Pennsylvania.

This Tariff scts forth the service offerings, rates, terms and conditions that apply to long
distance teleccommunications service provided by Company to business customers within
the Commonwealth of Pennsylvania. The Company does not provide residential long
distance services at this time. This Tan{T applies only for use of services provided by
Company for communications between points within the Commonwealth of
Pennsylvania.

The rates and rules contained herein are subject to change pursuant to the rules and
regulations of the Commission.

APPLICABILITY

This TarifT applies to inlerexchange telephone service between points in Pennsylvania.
Such service is provided 24 hours per day, seven days per week. Service 1s offered using
the facilitics of the Company’s underlying facilities-based carriers and may be offered in
combination with resold services provided by other certificated carriers.  Service is
provided subject to the availability and economic feasibility of necessary service,
cquipment and facilities.

AVAILABILITY

The Company offers this service in the service areas in which it has been certified by the
Pennsylvania Public Service Commission and in which the Company has available
required network facilitics or is able to lease required network facilities to enable the
offering of local service. Only Customers which have also subscribed to Company’s
interstate and international services pursuant to an agrcement with the Company are
cligible to apply for the service offerings contained in this Tariff. Interstate and
international services arc subject 1o the jurisdiction of the Federal Communications
Commission (“FCC™).

I[ssucd:

, 2003 Effective: , 2003

By: Jean-Schastien Falissc
Treasurer
France Telecom Corporate Solutions L.L.C.
2300 Corporatc Park Drive
Mailstop SPO606
Herndon, VA 20171
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Telecom Corporate Solutions L.1..C. PA P.U.C. Tariff No. 2

Original Page No. 5

EXPLANATION OF SYMBOLS

(C)  To signify a changed regulation.

(D)  To signify discontinued material, including listing, rate, rule or condition.

(1) To signify an increase in 4 rate.

(M)  To signify material relocated from or to another part of Tariff schedule with no change in
text, rate, rule, or condition.

{N)  Tosignify new material including listing, rate, rule or condition.

(R)  To signify reduction.

(T)  To signify change in wording of text but no change in rate, rule or condition.

TARIFF FORMAT

A. Page Numbering — Page numbers appear in the upper right comer of the page. Pages are
numbered sequentially. However, new Pages are occasionally added to the Tariff. When
a new Page 15 added between Pages already in cffect, a decimal point is added. For
example, a new Page added between Pages 14 and 15 would be 14.1.

B. Pagce Revision Numbers — Revision numbers also appear in the upper right comer of cach
page. These numbers arc used to determine the most current Page version on file with the
Commission. For example, the 4" revised Page 14 cancels the 3" revised Page 14.
Because of various suspension periods, deferrals, etc. the Commission follows in their
Tariff approval process, the most current Page number on file with the Commission is not
always the TarifT page in effect.
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TARIFF FORMAT (CONT’D)

C. Paragraph Numbering Sequence — There arc six levels of paragraph coding. Each level is
subservient to i1s next higher level:

1.

1.1
1.1.1
1.1.1(a)
1.1.1{a)!1.
1.1.1{a)] (a)
1.1.1¢a)1.(a)(i)

D. Check Sheets — When a TarifT filing is made with the Commission, an updated check
Page accompanies (he Tari(T filing. The check sheet lists the pages contained in the
Tariff, with a cross reference to the current revision number. When new pages arc added,
the check sheet is changed to reflect the revision. All revisions made in a given filing are
designated by an asterisk (*). The Tariffl user should refer to the latest check sheet to find
out if a particular page is the most current on file with the Commission.
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SECTION 1 - DEFINITIONS
8XX Number — A number beginning with 800, 888, 877 or 866.

Access Line — A communications path, provided by a person other than the Company on the
customer side of the demarcation point, which connects a demarcation point to another point.

Alternate Destination on Call Limiter — Allows the Customer to spccify the maximum number
of simultancous inconting calls allowed for a specific dialed number. As soon as the maximum
number of simultaneous calls allowed is reached, calls are routed to the alternate destination
predefined by the Customer. The Call Limiter can be defined per number or for a group of
access numbers.

Authorization — The process of granting or denying access to a network resource.

Authorization Code — A pre-defined scries of numbers to be dialed by the Customer or
Authorized User upon access 1o the Carrier’s Travel Service or Prepaid Calling Card network to
identify the Caller and validate the Caller’s authorization to usc the services provided. The
Customer is responsible for charges incurred through the use of his or her assigned Authorization
Code.

Authorized User — A person, firm, corporation, or any other entity authorized by the Customer
lo utilize the Carricr’s service under the terms and conditions of this Tariff. The Customer
remains responsible for payment of services.

Bit — The smallest unit of information in the binary system of notation.
BPS — Bits per sccond.

Call — Telephonic communication originated by a person or mechanical or electrical device from
a number to another number that is answered by a person or mechanical or electrical device. The
numbers may be located any distance apart within Pennsylvania. Communication may consist of
voice, data, a combination of both, or other transmission, may be by wire or wireless medium and
may be for any duration of time. An attempted or incomplete Call is an unsuccessful attempt by
a Customer to place a Call.
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SECTION 1 - DEFINITIONS (CONT’D)

Calling Card Call — A service whereby the Customer or Authorized User dials all of the digits
necessary to route and bill a call placed from a location other than his/her residence or normal
place ol business. Service is accessed via a **1-800” or other access code dialing sequence.

Circuit — A communications path provided by Company between two or more demarcation
points, at a transmission speed agreed to between Company and Customer.

Channel — A communications path between two or more points of termination.  Such
termination points may be located anywherc in Pennsylvania. Communication may consist of
voice, data, a combination of both, or other transmission and may be by a wire or wireless
medium. Channel capacity may be any size and is typically measured in bits per second, with 1.5
megabits per second equal to onc voice channel. Duration is typically of unlimited duration.

Commission — Pennsylvania Public Utility Commission, the regulatory agency within the
Commonwealth of Pennsylvania.

Committed Information Rate — The Committed Information Rate (“CIR”) is the amount of
bandwidth that the Company agrees (0 make available 1o the Customer’s Frame Relay Data
Terminal Equipment through the Network enabling the transfer of data between any given Frame
Relay Permanent Virtual Circuit ingress and cgress points during normal nctwork operational
conditions. CIRs are provided on a per individual Data Link Channel basis.

Company or Carrier — FTCS unless otherwise clearly indicated by the context.

Customer — The person, firm or corporation which orders service and is responsible for the
payment of charges, compliance with the terms and conditions of this Tariff, and compliance
with the laws of the Commonwealth of Pennsylvania.

Customer Premises — A location occupicd by Customer, or which Customer has the right to
occupy, for the purposes of transmitting or recciving communications signals, and which is made
available 1o Company for the maintenance and operation thercon or thercin of a Company
terminal location.
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SECTION 1- DEFINITIONS (CONT’D)

Customized Announcement — Allows the Customer to play customized messages lo callers
according to pre-defined parameters such as time of day, day of week, or other routing features.
The same message can be played in different languages. Once the customized announcement is
read, the call is terminated.

Dedicated — A facility or cquipment system or subsystem sct aside for the sole usc of a specific
Customer.

Demarcation Point — The point of interconnection of an Access Line or other connecting
communications path or cquipment provided by Customer or any person lo company-provided
cquipment.

Dialed Number Identification — Dialed Number Identification is translating each public number
into a specific private number, with the global VPN enables the Customer to identify the dialed
number and the originating location for each call and to route the call to the appropriate operator.

Facilities — Cables, wires, poles, conduits and other Company equipment that is used to provide
service lo Customers including wire center distribution frames and central office switching
equipment.

FTCS - France Telecom Corporate Solutions L.L.C.

Fiber Optic Cable — A thin filament of glass with a protective outer coating through which a
light beam carrying communications signals may be transmitted by means of multiple internai
reflections to a receiver, which translates the message.

Individual Case Basis — A service arrangement in which the regulations, rates and charges are
developed based on the specific circumstances of the Customer and at the Company’s sole
discretion.

Initial — The Initial Period denotes the interval of time allowed at the rate specified for a
connection between given service points.
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SECTION 1 - DEFINITIONS (CONT’D)

Integrated Services Digital Network — The Integrated Services Digital Network (“ISDN”) is a
digital network that permits the switched interconnection of voice, data and video transmissions
requiring differing capacities over common facilities.

LATA — A Local Access and Transport Arca established pursuant to the Modification of Final
Judgment entered by the United States District Court for the District of Columbia in Civil Action
No. 82-0192; or any other geographic arca designated as a LATA in the National Exchange
Carrier Association, Inc. Tanff F.C.C. No. 4.

Mbps — Megabits per second, denotes millions of bits per second.
MRC - Monthly Recurring Charge.

NXX — The designation for the first three digits of a local telephone number where N represents
2-9 and X represents 0-9.

Optimized Call Transfer — Provides call re-dircction upon customer request, with route
optimization. It allows to transfer callers to other Customer sites in the most economical way,
without occupying call center trunks throughout the duration of the transferred call.

Permanent Virtual Circuit — The Permanent Virtual Circuit (“PVC”) is the logical connection
from onc port of a Frame Relay network to another port of the same Frame Relay network. The
sizing of the PVC is determined by its CIR and its EIR.

Port — A facility or equipment system or subsyslem sct aside for the sole use of a specific
Customer.

Premises — The space occupied by the Customer or Authorized User in a building or buildings or
contiguous property not separated by a public or quasi-public right-of-way.

QoS — Quality of service levels.

Recurring Charges — The monthly charges to the Customer for services, [acilities and
equipment, which continues for the agreed upon duration of the service.

Remote Queuing — Allows the queuing of calls within the network in case of busy conditions at
the call center. Limited Customer PBX/ACD resources are mobilized and the lowest price is
charged for the time the calls have been queued.
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SECTION 1 - DEFINITIONS (CONT’D)

Residential Service — Telecommunications services used primarily as non-business service.
Residential Service is not offered by the Company at this time.

Routing on Menu Selection — Routing on Menu Selection allows the Customer to screen calls
within the network and route them according to the caller’s needs. With this service, Customer
call centers can implement call qualification at the network level or provide self-service for
routine transactions, as a front-end application, or for overflow traffic.

Service — Any means of services offered hercin by the Company or any combination thereof.

Service Order — The wrilten request for Company scrvices execcuted by the Customer and the
Company in the format devised by the Company. The signing of a Service Order Form by the
Customer and acceptance by the Company initiates the respective obligations of the parties as set
forth therein and pursuant to this Tariff.

Shared — A facility or cquipment system or subsystem which can be used simultancously by
several Customers.

Special Facilities — Any facilitics, goods, supplies, products, equipment, fixtures or other
instaliation specifically installed or constructed for Customer by Company pursuant to a

negotiated agreement between Company and Customer.

Subscriber — See Customer.
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SECTION I - DEFINITIONS (CONT’D)
Tariff - FTCS’s PA P.U.C. Tariff No. 2.

Terminal Equipment — Any telecommunications equipment other than the transmission or
recciving equipment installed at a Company Terminal Location.

Time-Dependant Routing — Allows the Customer to define a routing plan depending on date
and time. The parameters arc time of day, day of week, and day of year. The routing plan can be
defined per dialed number or per terminating call center site.

Transmission of Touch-Tone Signaling — Transmission of Touch-Tone Signaling allows the
Customer Interactive Voice Mail to accept touch-tone signaling from inbound callers to the
Customer site.

Transmission Speed — Transmission speed or rale, in bits per sccond (bps), as agreed to by
Company and Customer for ecach circuit.

United States — The {orty-cight states contained within the mainland United States, the District
of Columbia, Alaska, Hawaii, Puerto Rico, the U.S. Virgin Islands, Guam and the
Commonwealth of the Northern Mariana Islands.

Yirtual Private Network — A Virtual Private Network (“VPN™) is a switched network with
special services such as abbreviated dialing, which allows customers to call between offices in
different arca codes without dialing all digits.
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2.1

2.2

2.3

SECTION 2 - RULES AND REGULATIONS
Undertaking of FTCS

FTCS’s services are furnished for interexchange communications originating and
terminating within the Commonwealth of Pennsylvania under the terms of this Tariff.
FTCS’s services arc available twenly-four (24) hours per day, seven (7) days per week.

FTCS arranges for installation, operation and maintenance of the communications
services provided in this Tariff for Customers in accordance with the terms and
conditions set forth under this Tariff. FTCS may act as the Customer’s agent for ordering
access connection facilities provided by other carriers or entities, when authorized by the
Customer, to allow connection of a Customer’s location to FTCS’s network.

Use

Services provided under this Tariff may be used by the Customer for any lawful
telecommunications purpose for which the service is technically suited.

2.2.1 Any entity which uses, appropriates or secures the use of services from FTCS
other than under the terms and conditions of this Tariff shall be liable for an
amount equal to the accrued and unpaid-charges for services received pursuant
to this Tariff, plus all applicable court costs and attorneys fccs.

Limitations of Service, Equipment or Facilities

2.3.1 Service 1s offered subject to the availability of the necessary facilities and/or
cquipment and subject to the provisions of this Tariff. The Company may
decline applications for Service to or from a location where the nccessary
facilitics or equipment are not available. The Company may discontinue
furnishing Service in accordance with the terms of this Tariff.
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2.3

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Limitations of Service, Equipment or Facilities (Cont’d)

2.3.2

2.3.3

234

2.3.5

The Company reserves the right to discontinue or limit Service when
necessitated by conditions beyond its control. Examples of these conditions
are more fully set forth elsewherc in this Tarifl or when Service is used in
violation of the provisions of this Tari{f or the law.

The Company docs not undertake to generate content messages, but offers the
use of its Service when available. As more fully sct forth elsewhere in this
Tariff, the Company shall not be liable for errors in transmission or for failure
1o cstablish connections.

The Company rescrves the right 1o discontinue Service, limit Service, or to
impose requirements as required Lo meet changing regulatory or statutory rules
and standards, or when such rules and standards have an adverse material
affect on the business or cconomic feasibility of providing Service, as
determined by the Company in its reasonable judgment.

The furnishing of Service under this Tariff is subject to the availability on a
continuing basis of all the nccessary facilitics and/or equipment are not
available. FTCS may deccline applications for service to or from a location
where the necessary facilities or equipment are not available.
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2.3

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Limitations of Service, Equipment or Facilities (Cont’d)

2.3.6

2.3.7

2.3.8

FTCS rcserves the right to deny service to any person or entity: (A) who, in
FTCS’s judgment, presents an undue risk of nonpayment, refuses to comply
with the deposit requirements set forth in this Tariff, or does not pass a credit
check; or (B) if FTCS belicves that the person’s or entity’s use of the Service
would violate the provisions of this Tariff or any applicable law or regulation,
or il any applicable law or regulation restricts or prohibits provision of the
Service 1o that person or entity; or (C) if FTCS determines in its sole
discrction that facilities arc not available to provide the Service; or (D) if
FTCS determines in its sole discretion that any order for Service, letter of
authorization and/or third party verification is not in conformance with any
applicable law or regulation; or (E) thc Servicc requested has been
discontinued; or (F) if an order for the Service may be denied under the terms
of any carrier, switched or independent sales representative agreenment.

Service may be discontinued by FTCS, at any time and without notice to its
Customers, by blocking traffic to or from certain citics, NXX exchanges, or
individual telephone stations, by blocking call origination for FTCS’s
services, or by blocking calls using certain Customer Authorization Codes
and/or access codes, when FTCS deems it necessary to take such action 1o
prevent unlawful and/or unauthorized usc of its scrvices, In addition, FTCS
may take any of the foregoing actions in the case of actual or anticipated non-
payment for its service. In order to control fraud, FTCS may refuse to accept
Calling Card, Collect Calling, and/or Third Parly calls which it reasonably
believes to be unauthorized or invalid and/or may limit the use of these billing
options to or from certain areas within the Commonwealth of Pennsylvania.

FTCS reserves the right to refuse to provide service to or from any location
where it has not ordered access facilities, installed network interconnections,
or the necessary facilities and/or equipment are not available, acceptable, or
Justifiable. FTCS also reserves the right to make changes to equipment,
servicc components, and/or network configurations as may be required.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)
2.3 Limitations of Service, Equipment or Facilities (Cont’d)

2.3.9 The provision of service will not creale a partnership or joint venture between
FTCS and the Customer nor result in joint service offerings to their respective
authorized users.

2.3.10 Use of Service Mark

(a) No Customer shall use any service mark or trademark of the Company or
refer to Company in conneclion with any product, equipment promotion,
or publication of the Customer without the prior written consent of the

Company.

24 Location of Service

2.4.1 Originating Arcas — arcas in this state where service has been cstablished by
the Carrier.

2.4.2 Terminating Areas — all areas of the Commonwecalth of Pennsylvania.

2.5 Assignment or Transfer
All service provided under this Tanff is directly or indirectly controlled by FTCS and
neither the Customer nor its Authorized Users may transfer or assign the use of service
without the express prior written consent of FTCS. Such transfer or assignment shall
only apply where there is no interruption of the use or location of service. Ali terms and
conditions contained in this Tariff shall apply to all such permitted transferees or
assignees.
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2.6

Liability

2.6.1

2.6.2

2.6.3

SECTION 2 - RULES AND REGULATIONS (CONT’D)

The liability of FTCS for damages of any nature arising from crrors, mistakes,
omissions, interruptions, or delays of FTCS, its agents, servants, or
employees, in the course of establishing, furnishing, rearranging, moving,
terminating, maintaining, restoring, or changing the service or facilitics or
equipment shall not exceed an amount equal to the charges applicable under
this Tariff (calculated on a proportionate basis where appropriate) to the
period during which such crror, mistake, omission, interruption or delay
occurs.

In no event shall FTCS or any of its affiliates be liable to Customer, its
customers or any of their affiliates under this TarifT for any loss of profit or
revenue or for any incidental, consequential, indirect, punitive or similar or
additional damages incurred or suffered as a result of incorrect or defective
transmissions, or any direct or indirect consequences thereof, while using the
Services, performance, non-performance, lermination, breach, or other action
or inaction, on the part ol FTCS, under this Tariff, even if Customer advises
FTCS of the forcsecability, possibility, likelihood, probability or certainty of
such loss or damage.

When the scrvices or facilities of other entities are used separately or in
conjunction with FTCS’s facilities or cquipment in establishing connection to
points not reached by FTCS’s facilities or equipment, FTCS shali not be liable
for any act or omission of such other entities or their agents, servants or
cmployees. FTCS shall not be hable for any act or omission of vendors
supplying cquipment to Customer nor for claims regarding the performance of
such vendor supplied equipment,
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2.6

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Liability (Cont’d)

2.6.4

2.6.5

FTCS shall not be liable for any failurc of performance hereunder if such
failure is duc lo any causc or causes beyond its reasonable control as
determined by FTCS. Such causes shall include, without limitation, acts of
God, fire, explosion, vandalism, cable cut, storm or other similar occurrence,
any law, order, regulation, direction, action or request of the United States
government or of any other government or of any civil or military authority,
national cmergencies, insurrcctions, riots, wars, strikes, lockouts or work
stoppages or other labor difficulties, supplicr failures, shortages, breaches or
delays, unavailability of rights-of-way or materials, or preemption of existing
service lo restore service in compliance with the decisions, rules, regulations
and orders of the Commission or any other federal, international, state, or local
governmental agency or authority.

FTCS shall not be liable for interruptions, delays, errors, or defects in
transmission, or for any injury whatsoecver, caused by the Customer, the
Customer’s agents, or Authorized Users, or by facilities or equipment
provided by the Customer. FTCS shall not be liable for any act or omission by
any eniity furnishing to the Company or to the customer facilities or
equipment used for or with the services the Company offers. The Company
shall not be liable for the claims of vendors supplying equipment to Customers
of the Company which may be installed at the premises of the Company. The
Company shall not be liable for the performance of said vendor or vendor’s
cquipment.
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2.6

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Liability (Cont’d)

2.6.6

2.6.7

2.6.8

2.6.9

FTCS does not guarantce or make any warranty with respect 1o any equipment
provided by it where such equipment is used in locations containing an
atmosphere which is explosive, prone to fire, dangerous, or otherwise
unsuitable for such equipment. Customers and Authorized Users indemnify
and hold FTCS harmless from any and all loss, claims, demands, suits or other
action, or any liability whatsoever, whether suffered, made, instituted, or
asserted by any party or persons, for any personal injury to or death of any
person or persons, and for any loss, damage, or destruction of any property,
whether owned by the Customer, Authorized User, or others, caused or
claimed to have been caused dircctly or indirectly by the installation,
opcration, [ailure to operale, mainitenance, removal, presence, condition,
location, or use of such equipment so used.

The Company is not liable for any defacement of or damage to the premises of
a Customer or end-user (or authorized or joint user) resulting from the
furnishing of services or equipment on such premises or the installation or
removal thereof, when such defacement or damage is not the result of the
gross negligence or willful misconduct on the part of the agents or employees
ol the Company.

The Company shall not be liable for any damages resulting from delays in
meeting any service dates due to delays resulting from normal construction
procedures. Such delays shall include, but not be limited to, dclays in
obtaining necessary regulatory approvals for construction, delays in obtaining
right-of-way approvals and delays in actual construction work.

The Company shall not be liable for any damages whatsocver to property
resulting from the installation, maintenance, repair or removal of equipment
and associated wiring unless the damage is caused by the Company’s willful
misconduct or gross negligence.
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2.6

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Liability (Cont’d)

2.6.10

2.6.11

2.6.12

The Company shall not be liable for any damages whatsoever associated with
scrvice, facilities, or equipment which the Company does not furnish or for
any act or omission of Customer or any other cniity furnishing services,
facilities or cquipment used for or in conjunction with service.

THE COMPANY MAKES NO WARRANTIES OR REPRESENTATIONS,
EXPRESS OR IMPLIED EITHER IN FACT OR BY OPERATION OF LAW,
STATUTORY OR OTHERWISE, INCLUDING WARRANTIES OF
MERCHANTABILITY AND FITNESS FOR A PARTICULAR USE,
EXCEPT THOSE EXPRESSLY SET FORTH HEREIN.

The Customer and any authorized or joint users, jointly and severally, shall
indemnify and hold the Company harmless from claims, loss, damage,
expense (including attorncy’s fees and court costs), or liability for patent
infringement arising from (1) combining with, or using in connection with
facilities the Company fumnished, facilities the Customer, authorized user, or
Joint user furnished, or (2} use of facilities the Company furnished in a manner
the Company did not contemplate and over which the Company cxercises no
control and from all other claims, loss, damage, expense (including attomeys’
fees and court costs), or (3) liability arising out of any commission or
omission by the Customer, authorized user, or joint user in connection with
the Service. In the event that any such infringing use is enjoined, the
Customer, authorized user, or joint uscr, at its option and expense, shall obtain
immediately a dismissal or stay of such injunction, obtain a license or other
agrecment so as to extinguish the claim of infringement, terminate the claimed
infringing use, or modify such combination so as to avoid any such
infringement. In addition and without limitation, the Customer, authorized
user, or joint user, shall defend, on behalf of the Company and upon request
by the Company, any suit brought or claim asserted against the Company for
any such slander, libel, infringement, or other claims.
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2.6

2.7

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Liability (Cont’d)

2.6.13

The Company shall not incur any liability, direct or indirect, o any person
who dials or attempts to dial the digits *9-1-1" or to any other person who may
be affected by the dialing of the digits “9-1-17. Customer agrces (o advise its
users that as to Company’s data services, the “9-1-1” emergency dialing does
not connect to the local public safety answering point.

Billing and Payment for Service

2.7.1

(a)

2.7.2

(a)

Application for Service

Customers desiring to obtain Service must complete service application
forms provided by Company. Company may require Customers or
potential customers to provide information pertaining to their ability to pay
for Service. Company may deny Scrvice to Customers or potential
customers which do not provide the requested information or who fail to
meet Company’s financial criteria.  Only Customers which have
subscribed to Company’s interstate and international services pursuant to
an agreement with the Company are eligible to apply for the service
offerings contained in this Tariff.

Cancellation of Application for Service:

Where installation of Service has been started prior to the cancellation of
an application for Service, a cancellation charge equal to the costs incurred
by the Company may apply.
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2.7

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Billing and Payment for Service (Cont’d)

2.7.3

(a)

2.7.4

Cancellation of Service:

The Customer may have service discontinued upon thirty (30) days written
notice to the Company. The Company shall hold the Customer
responsible for payment of all bills for service furnished until the
cancellation date specified by the Customer or until the date that the
written cancellation notice is received, whichever is later. Upon early
cancellation of a term agreement, the Customer agrees to pay Company for
the balance due under the contract for the entire term of the agreement.
Unless the Customer notiftes Company at least thirty (30) days prior to the
end of the initial term of the agreement, the agreement shall be
automatically extended for a term equivalent to the nitial term.

Deposits

The Company does not collect deposits or prepayments from Customers at this
time.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.7.5

(a)

(b)

(c)

Payment of Charges

The Company shall bill on a current basis all charges incurred by and
credits due to the Customer. The Customer may receive its bill in: 1) a
paper format, or 2) via electronic transmission. Such bills are due upon
reccipt regardless of the media utilized. The Company shall bill in
advance charges for all services to be provided during the ensuing billing
period except for charges associated with service usage. Adjustments for
the quantities of Service established or discontinued in any billing period
beyond the minimum period will be prorated to the number of days based
on a 30-day month. The Company will, upon request and if available,
furnish such detailed information as may rcasonably be required for
verification of the bill.

All bills for Service provided to the Customer by the Company are due 15
days from the bill date. If any portion of the payment is received by the
Company after the payment due date as set forth above, or if any portion of
thc payment is reccived by the Company in funds which are not
immediately available to the Company, then a late payment penalty shall
be due to the Company. The late payment penalty shall be a portion of the
payment not received by the payment due date times a late factor. The late
factor shall be 1.5% per month or 18% annually, or the highest rate
allowed by law, whichever is the lesser. The late factor will be applied for
the number of days from the payment due date 1o and including the datc
that the Customer actually makes the payment to the Company.

Customer shall be responsibie for payment of all sales, use, gross receipts,
cxcisc, access, bypass or other local, state and Federal taxes, charges or
surcharges, however designated, imposed on or based upon the provision,
sale or use of the services rendered by Company. Such taxes and
surcharges shall be separately stated on the Customer’s bill.
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2.7

SECTION 2 - RULES AND REGULATIONS (CONT’D)
Billing and Payment for Service (Cont’d)
2.7.5 Payment of Charges (Cont’d)

(d) When a check which has been presented to Company by a customer in
payment for charges is returned by the bank, the customer shall be
responsible for the payment of a Returned Check Charge of $20.

2.7.6 Non-Recurring Charges

(a) Non-recurring charges arc payable when the service for which they are
specified has been ordered. If an entity other than FTCS (e.g., another
carrier or supplier) imposes or will impose charges on FTCS in connection
with an ordered service, those costs will also be charged to the Customer.

2.1.7 Customer Overpayments

(a) Company will provide interest on customer overpayments that are not
refunded within 30 days of the date Company reccives the overpayment.
An overpayment is considered to have occurred when payment in excess
of the correct charges for service is madce because of erroncous Company
billing. The customer will be issued reimbursement for the overpayment,
plus interest, or, if agreed to by the customer, credit for the amount will be
provided on the next regular Company bill. The rate of interest shall be
the greater of the customer deposit interest rate or Company’s applicable
late payment penaity.

(b) Interest shall be paid from the date when overpayment was made, adjusted
for any changes in the deposit rate or late payment rate, and compounded
monthly, until the date when the overpayment 1s refunded. The date when
overpayment is considered to have been made will be the date on which
the customer’s overpayment was originally recorded to the customer’s
account by Company.
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2.7

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Billing and Payment for Service (Cont’d)

2,7.8

(a)

(b)

(c)

Disputed Bills

In the event that a billing dispute occurs concerning any charges billed to
the Customer by the Company, the Customer must submil a written
documented claim for the disputed amount. The Customer must submit all
documentation as may reasonably be required to support the claim. All
claims must be submitted to the Company within thirty (30) days of
receipt of billing for those services. If the Customer does not submit a
claim as stated above, the Customer waives all rights to filing a claim
thereafler.

Unless disputed, the invoice shall be decmed to be correct and payable in
full by Customer. Upon notification of a dispute, the Company will
undertake an investigation of the disputed charges. At the conclusion of
the investigation, the Company will notify the Customer of its resolution
of the dispute in accordance with 52 Pa. Code Scctions 64.141 and 64.142.
If the Customier is unable to resolve any dispute with the Company, then
Customer may file a complaint with the Commission’s Burcau of
Consumer Services, P.O. Box 3265, 23] State Street, Barto Building,
Harrisburg, Pennsylvania 17101, (717) 783-5187, in accordance with the
Commission’s rules of procedure.

I the dispute is resolved in [avor of the Customer, no interest credits or
penalties will apply.

Issued:

, 2003 Effective: , 2003

By: Jcan-Sebasticn Falisse
Treasurer
France Telecom Corporate Solutions L.L.C.
2300 Corporate Park Drive
Mailstop SPO606
Hemdon, VA 20171



France

Telecom Corporate Solutions L.L.C. PA P.U.C. Tarifl No. 2

Original Page No. 26

2.8

SECTION 2 - RULES AND REGULATIONS (CONT’D)
Service Connections and Facilities on Customer’s Premises

2.8.1 All Scrvice along the facilitics between the point identified as the Company’s
origination point and the point identified as the Company’s termination point
will be furmished by the Company, its agents or contractors.

2.8.2 Customer shall allow Company continuous access and right-of-way to
Customer’s premises o the exient reasonably determined by the Company to
be appropriate to the provision and maintenance of services, equipment,
facilities and systems relating to this Tariff.

2.8.3 The Company may underiake to use reasonable cfforts to make available
services to a Customer, on or before a particular date subject to the provisions
of and compliance by the Customer with the regulations contained in this
Tariff. The Company does nol guarantee availability by any such date and
shall not be hable for any delays in commencing Service to any Customer.

2.84 The Company undertakes to usc reasonable efforts to maintain only the
facilitics and equipment that it furnishes to the Customer. The Customer, joint
user, or authorized user may not, nor may the Customer permit others to,
rearrange, disconnect, remove, attemipt 1o repair, or otherwise tamper with any
of the facilities or equipment installed by the Company, except upon the
written consent of the Company.

2.8.5 Title to all facilities provided by Company, including Terminal Equipment,
shall remain with the Company. The operating personnel and the electric
power consumed by such equipment on the premises of the Customer shall be
provided by and maintained at the expense of the Customer.

2.8.6 Equipment the Company provides or installs at the Customer’s premises for
use in connection with the Services the Company offers shall not be used for
any purpose other than that for which the Company provided it.
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2.8

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Service Connections and Facilities on Customer’s Premises (Cont’d)

2.8.7

2.8.8

2.8.9

Customer is responsible for ensuring that Customer-provided equipment
connected to Company equipment and facilities is compatible with such
cquipment and facilities. The magnitude and character of the voltages and
currents imposed on Company-provided equipment and wiring by connection
shall be such as not to cause damage to the Company-provided equipment and
wiring or injury to the Company’s employecs or other persons.

The Company shall not be responsible for the installation, operation, or
maintenance of any Customer-provided communications equipment. Where
such cquipment is connected to the facilities furnished pursuant to this Tariff,
the responsibility of the Company shall be limited to the furnishing of
facilitics offered under this Tariff and to the maintenance and operation of
such facilitics; subject to this responsibility, the Company shall not be
responsible for:

the transmission of signals by Customer-provided equipment or for the
quality of, or defects in, such transmission of; or

the reception of signals by Customer-provided equipment.

Company is solely responsible for operating Company-provided equipment,
In the cvent that Customer ziltempls to operale any Company-provided
cquipment without first obtaining Company’s written approval, in addition to
any other remedies of Company for a breach by Customer of Customer’s
obligations hereunder, Customer shall pay Company for any damage to
Company-provided cquipment caused or related to Customer’s improper
operation of Company-provided equipment upon receipt by Customer of a
Company invoice therefore. In no event shall Company be liable to Customer
or any other person for interruption of the Service or for any other loss, cost or
damage caused or rclated to Customer’s improper use of Company-provided
equipment.
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2.8

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Service Connections and Facilities on Customer’s Premises (Cont’d)

2.8.10

2.8.11

2.8.12

(a)

(b)

Customer agrees to allow Company to remove all Company-provided
equipment from Customer’s premises:

upon termination, interruption or suspension of the Service in connection
with which the equipment was used; and

for repair, replacement or otherwise as Company may determine 1s
necessary or desirable.

Al the time of such removal, such equipment shall be in the same condition as
when delivered to Customer or installed on Cusiomer’s premises, normal wear
and tcar only excepted. Customer shall reimburse Company for the
unamoratized cost of any such equipment in the cvent the foregoing conditions
are not met.

The Customer, authorized uscr, or joint user is responsible for ensuring that
Customer-provided equipment connected to Company equipment and
facilities is compatible with such Company equipment and facilities. The
magnitude and character of the voltages and currents impressed on Company-
provided equipment and wiring by the connection, operation, or maintenance
of such equipment and wiring shall be such as not to cause damage to the
Company provided equipment and wiring or injury to the Company’s
employees or to other persons. In advance, Customer will submit to Company
a complete manufacturer’s specification sheet for cach item of equipment that
is not provided by the Company and which shall be attached to the Company’s
facilitics. The Company shall approve the use of such item(s) of equipment
unless such item is technically compatible with Company’s facilities. Any
additional protective equipment required to prevent such damage or injury
shall be provided by the Company at the Customer’s expense.
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2.8

2.9

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Service Connections and Facilities on Customer’s Premises (Cont’d)

2.8.13

Any special interface equipment necessary to achieve compatibility between
the facilities and equipment of the Company used for furnishing Service, and
the channels, facilities, or equipment of others shall be provided at the
Customer’s expense.

Interconnection

2.9.1

2.9.2

Service furnished by FTCS may be interconnected with services or facilities of
other authorized communications common carriers and with private systems,
subject to technical limitations established by FTCS. Service furnished by
FTCS 1s not part of a joint undertaking with such other common carriers or
systems. FTCS does not undertake 1o provide any special facilities,
cquipment, or services to cnable the Customer to interconnect the facilitics or
the equipment of FTCS with services or facilities of other common carriers or
with private systems.

Interconnection with the services or facilities of other common carriers shall
be under the applicable terms and conditions of this Tariff and the other
common carricr’s Tariffs.
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2.10

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Inspection, Testing and Adjustment

FTCS may, upon reasonable notice, make such tests and inspections as may be necessary
to determine whether the terms and conditions of this Tariff are being complied with in
the installation, operation or maintenance of the Customer’s facilities or equipment.
FTCS may interrupt service at any time, without penalty or liability, due to the departure
from or reasonable suspicion of the departure from any of these terms and conditions.

2.11  Credit Allowances for Interruption of Service
Credit allowances for interruptions of service which are not due to FTCS’s inspection or
testing, to the negligence of the Customer, or the failure of channels, equipment and/or
communications systems provided by the Customer, are subject to the general liability
provisions set forth in this Tariff.
It shall be the obligation of the Customer 1o notify FTCS immediately of any interruption
in service for which the Customer desircs a credit allowance. Before giving such notice,
the Customer shall ascertain that the trouble is not within his or her control, or is not in
wiring or equipment, if any, furnished by Customer.
For purposes of credil computation, every month shall be considered to have 30 days.
The Customer shall be credited for an interruption of one day (24 hours) or more at the
ratc of 1/30" of the monthly charge for the services alfected for each day that the
interruption continues.
Credit Formula:
Credit=A/30x B
A = outage time in days
B = total monthly charge for affected service.
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2.11

2.12

SECTION 2 - RULES AND REGULATIONS (CONT’D)
Credit Allowances for Interruption of Service (Cont’d)
No credit allowances shall be made for:

Interruptions that are caused by the ncgligence of the Customer or others authorized by
the Customer to use the Customer’s service;

Interruptions that are due to the failure of power, equipment, systems, or services not
provided by FTCS;

Interruptions during any period during which FTCS or its agents are not afforded access
to the premises where Access Lines associated with the Customer’s service are located;

Interruptions during any period when the Customer or uscr has released the service 1o
FTCS for maintenance, rcarrangement, or the implementation of a Customer order,

Interruptions during any period when the Customer or uscr has refused to releasc the
service for testing or repair,

Interruptions during any period when the non-completion of calls is duc to network busy
conditions; or

Interruptions not promptly reported to the FTCS.
Obligations of the Customer
2.12.1 The Customer shall be responsible for:
(a) The payment of all applicable charges as set forth in this Tariff.

(b) Damage or loss of the Company’s facilities or equipment caused by the
acts or omissions of the Customer, authorized user, or joint user or the
non-compliance by the Customer, authorized user, or joint user with these
regulations; or by fire or thefl or other casualty on the premiscs of the
Customer, authorized user, or joint user unless caused by the negligence or
willful misconduct of the employces or agents of the Company.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)
2.12  Obligations of the Customer (Cont’d)
2.12.1 The Customer shall be responsible for (Cont’d):

(c) Providing as specified from time to time by the Company any needed
personnel, equipment, space and power to operate Company facilities and
cquipment installed on the premises of the Customer, authorized user, or
Joint user and the level of power, heating and air conditioning necessary to
maintain the proper environment on such premises.

(d) Oblaining, maintaining, and otherwise having full responsibility for rights
of way and conduit necessary for installation of fiber optic cable and
associated equipment to provide Service to the Customer, authorized user
or joint user (rom the cable building entrance or the property line of the
land on which the structure wherein any termination point or origination
point used by the Customer, authorized user or joint user is placed or
located, whichever is applicable, through the point of entry into the
structure, throughout the structure, to the location of the equipment space.
Any and all costs associaled with the obtaining and maintaining of the
rights of way described herein, including the costs of altering the structure
to pernit instailation of the Company-provided facilities, shall be borne
entirely by, or may be charged by the Company to the Customer. The
Company may require the Customer to demonstrate its compliance with
this section prior to accepting an order for Service.

(e) Providing a safe placc to work and complying with all laws and
regulations regarding the working conditions on the premises at which
Company cmployees and agents shall be installing or maintaining the
Company’s facilities and equipment. The Customer may be required lo
install and maintain Company facilities and equipment within a hazardous
area 1if, in the Company’s opinion, imjury to Company employees or
property might resull from installation or maintenance by the Company.
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2.12

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Obligations of the Customer (Cont’d)

2.12.1

H

(8)

(M)

()

The Customer shall be responsible for (Cont’d):

Complying with all laws and regulations applicable to, and obtaining all
conscits, approvals, licenses and permits as may be required with respect
1o, the location of Company facilities and cquipment in any Customer
premises or the rights of way for which the Customer is responsible and
obtaining permission for Company agents or cmployees to enter the
premises of the Customer, authorized user, or joint user at any reasonable
hour for the purposc of installing, inspecling, repairing, or upon
termination of Service as staled herein, removing the facilities or
equipment of the Company.

Making Company facilities and equipment available periodically for
mainienance purposes at a time agreeable to both the Company and the
Customer. No allowance will be made for the period during which
Service is interrupted for such purposes.

Keeping the Company’s equipment and facilities located on the
Customer’s premises of rights of way obtained by the Customer free and
clear of any liens or encumbrances relating to the Customer’s use of the
Company’s services or from the locations of such equipment and facilities.

Customer provided terminal equipment on the premises of the Customer,
authorized user, or joint user, the operating personnel there, and the
clectric power consumed by such equipment shall be provided by and
maintained at the cxpense of the Customer, authorized user, or joint user.
Conformance of Customer provided station equipment with Part 68 of the
FCC Rules is the responsibility of the Customier.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.12  Obligations of the Customer (Cont’d)
2.12.1 The Customer shall be responsible for (Cont’d):

1)) The Customer, authorized user, or joint user is responsible for ensuring
that Customer-provided equipment connected o Company equipment and
facilitics is compatible with such equipment and facilities. The magnitude -
and character of the voltages and currents impressed on Company-
provided cquipment and wiring by the connection, operation, or
maintenance of such equipment and wiring shall be such as not to cause
damage to the Company-provided equipment and wiring or injury to the
Company’s employees or other persons.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.13  Refusal or Discontinuance by the Company

2.13.1

2,133

2.13.4

2.13.5

2.13.6

The Company, by ten (10) days prior written notice to the Customer, may
discontinue Service or cancel an application for Scrvice without incurring any
liability when there is an unpaid balance for Service that is overdue and not
disputed.

The Customer whose check or drafl is returned unpaid for any reason, afler
two attempls at collection, shall be subject to discontinuance of Service in the
same manncr as provided for nonpayment of overdue charges.

The Customer shall be subject to discontinuance of Service, without notice,
for any violation of any law, rule, regulation or policy of any government
authority having jurisdiction over Service, or by reason of any order or
decision of a court or other government authority having jurisdiction which
prohibits the Company from fumishing such Service, or for any violation of
any of the provisions governing the furnishing of Service under this Tariff.

The Company may immediately discontinue service to any Customer, without
notice, in order to protect against fraud or to otherwise protect Company
personnel, agents, facilitics, or services.

The Customer shall be subject to discontinuance of Service, without notice,
for the Company to comply with any order or request of any governmental
authority having jurisdiction.

If any Customer files for bankruptcy or reorganization or fails to discharge an
involuntary petition therefor within the time permitted by law, the Company
may immediately discontinuc or suspend Service under this Tariff without
incurring any liability.

Issued:

, 2003 Effective: , 2003

By: Jean-Scbasticen Falisse
Treasurer
France Telecom Corporate Solutions L.L..C.
2300 Corporate Park Drive
Mailstop SPOG06
Herndon, VA 20171



France Telecom Corporate Solutions L.L.C. PA P.U.C. Tanff No. 2

Original Page No. 36

2.13

2.14

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Refusal or Discontinuance by the Company (Cont’d)

2.13.7

2.13.8

2.13.9

2.13.10

Upon the Company’s discontinuance of Services to the Customer, the
Company, in addition to all other remedies that may be available to the
Company at law or in equily or under any other provision of this Tariff, may
declare all future monthly and other charges which would have been payable
by the Customer under this Tariff during the remainder of the minimum term
for which such Services would have otherwise been provided to the Customer
to be immediately due and payable.

If Service has been discontinued for nonpayment or as otherwisc provided
herein and the Customer wishes it continued, Service shall, at the Company’s
discretion, be restored when all past due amounts are paid or the event giving
rise to the discontinuance (if other than nonpayment) is corrected and the
Customer pays a deposit in advance at Company’s discretion. Non-recurring
charges apply to restored Services.

Any notice the Company may give to a Customer shall be deemcd properly
given when delivered, if delivered in person, or when deposited with the U.S.
Postal Service, addressed to the Customer’s billing address or to such address
as may be subscquently given by Customer to the Company.

Except for cancellation of Service or as otherwise provided by thesc rules, any
notice from any Customer may be given by the Customer or any authorized
representative to the Company’s business office orally or by wrilten notice
mailed to the Company’s business address. Cancellation of Service must be
by writlen notice.

Restoration of Service

If service has been discontinued for nonpayment or as otherwise provided herein and the
Customer wishes it continued, service shall, at FTCS’s discretion, be restored when all
past due amounts arc paid or the event giving rise to the discontinuance (if other than
nonpayment) is cotrecled.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)
2.15 Schools and Libraries Discount Program
2.15.1 General

The Schools and Librarics Discount Program permits eligible schools (public
and private, grades Kindergarten through 12) and libraries to purchase FTCS
services offered in this Tariff at a discounted rate, in accordance with the
Rules adopted by the FCC in its Universal Service Order 97-157, issued May
8, 1997. The Rules are codified at 47 Code of Federal Regulation (C.F.R.)
54.500 ef. seq.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.15 Schools and Libraries Discount Program (Cont’d)

2.15.1

General (Cont’d)

As indicated in the Rules, the discounts will be between twenty (20} and
ninety (90) percent of the pre-discount price, which is the price of services to
schools and libraries prior to application of a discount. The level of discount
will be based on an eligible school or library’s level of economic disadvantage
and by its location in cither an urban or rural area. A school’s level of
economic disadvantage will be determined by the percentage of its students
cligible for participation in the national school lunch program, and a library’s
level of cconomic disadvantage will be catculated on the basis of school lunch
cligibility in the public school district in which the hbrary is located. A non-
public school may use either eligibility for the national school lunch program
or other federally approved aiternative measurcs to determinc its level of
economic disadvantage. To be cligible for the discount, schools and libraries
will be required to comply with the terms and conditions set {orth in the rules.
Discounts are available only to the extent that they are funded by the federal
universal scrvice fund. Schools and libraries may aggregate demand with
other eligible entities to create a consortium.
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2.15

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Schools and Libraries Discount Program (Cont’d)

2.15.2

(a)
L.

(b)

[

Regulations

Obligation of eligible schools and libraries:
Requests for service:

(a) Schools and librarics and consortia shall participate in a
competitive bidding process for all services eligible for discounts,
in accordance with any state and local procurement rules.

(1) Schools and libraries and consortia shall submit requests
for services to the Schools and Libraries Division, as
designated by the FCC, and follow established procedures.

(11) Services requestied will be used for educational purposes.

(1)  Services will not be sold, resold or transforred in
consideration for money or any other thing of value.

Obligations of FTCS:

FTCS will offer discounts to eligible schools and libraries on
commercially available telecommunications services contained in this
TarifT.

FTCS will offer scrvices o eligible schools, libraries and consortia at
prices no higher than the lowest price it charges to similarly situated non-
residential customers for similar services (lowest corresponding price).

In competitive bidding situations, FTCS may offer flexible pricing or rates
other than in this Tariff, where specific flexible pricing arrangements are
allowed.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)
2.15 Schools and Libraries Discount Program (Cont’d)

2.15.3 Discounted Rates for Schools and Libraries

(a) Discounts for eligible schools and libraries and consortia shall be set as a
percentage from the pre-discount price, which is the price of services to

schools and libraries prior to application of a discount.

(b) The discount rate will be applied to all commercially available
tclecommunications services purchased by cligible schools, libraries or

consortia.

(c) The discount rate is based on each school or library’s level of economic
disadvantage as determined in accordance with the FCC’s Rules and by its

location in cither urban or rural area.

(d) The discount matrix for eligible schools, librarics and consortia arc as

follows:
% Of Students Eligible For % Of U.S. Urban Rural
National School Lunch Program Schools Discount  Discount
< 1% 3% 20% 25%
1% - 19% 31% 40% 50%
20% - 34% 19% 50% 60%
35% - 49% 15% 60% 70%
50% - 74% 16% 80% 80%
75% - 100% 16% 90% 90%
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SECTION 3 - SERVICE DESCRIPTIONS

3.1 General

FTCS offers intrastate interexchange telecommunications services on a resold only basis

for communications originating and terminating within the Commonwealth of

Pennsylvania undcer terms of this Tariff.

Custotners are billed based on their use of FTCS’s services. Charges may vary by service

offering, mileage band, class of call, time of day, day of week, and/or call duration.

3.2  Timing of Calls

Billing for calls is bascd in part on the duration of the call as follows, unless otherwise

specified in this Tariff:

3.2.1 Call timing begins when the called party answers the call (i.e., when two-way
communications are established). Answer detection is based on standard
industry answer detection methods, including hardware and software answer
detection.

3.2.2 Chargeable time for calls ends when one of the parties disconnects from the
call.

3.2.3 For billing purposes, the minimum call duration periods vary by service and
are specific by product or option in subsequent sections of this Tariff.

3.2.4 For billing purposes, usage after the initial period varies by service and is
specificd by product or option in subsequent sections of this Tariff.

3.25 FTCS will not bill for unanswered calls. When a Customer indicates that
he/she was billed for an incomplete call, FTCS will reasonably issue credit for
the call.
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33

34

Rate Periods

3.3.1

3.33

SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)

Unless otherwise specified, all usage charges are applicable twenty-four (24)
hours per day, seven (7) days a week.

For services subject to holiday discounts, the following are Company-
recognized national holidays, determined by the location of the calling station:
New Year’s Day, Memorial Day, Independence Day, Thanksgiving Day, and
Christmas Day.

Calls are billed bascd on the rate in effect at the time the call begins. Calls
that cross ratc period boundaries arc billed the rate in effect at the beginning of
the call for the duration of the entire call.

Long Distance Interexchange Services

3.4.1

Nature of Service

Carrier offers resold long distance interexchange telephone services that allow
customers to originate and terminate calls at locations within the Commonwealth
of Pennsylvania. Usage charges are generally based on the distance, duration, and
time of day of each call, or may be based on monthly volume of usage. The
service is offered in two variations depending upon the method employed to gain
access o the Company’s underlying carrier’s network for use of the service:

(2)

(b)

Switched Interexchange Service is offered in Feature Group D (FGD)
exchanges where the Customer’s local telephone lines are presubscribed
by the local exchange company to the Company’s Inierexchange Service,
such that “1+" interLATA calls are automatically routed to the Company’s
underlying carrier’s nctwork.

Dedicated Interexchange Service is offered to the extent facilitics are
available in those cases where the Company and the Customer jointly
arrange for the establishment of dedicated access facilities connecting the
Customer’s trunk-compatible PBX or other suitable equipment to the
Company’s underlying carrier’s POP. The Customer shall be responsible
for all costs and charges associated with the dedicated access facilities.
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SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)

35 Virtual Private Network Service
3.5.1 Nature of Services
The Voice Virtual Private Network (“VPN”) service provides the
Customer the functionality and capabilities of a private network through
the use of shared and/or dedicated transmission facilities. This service
permits the Customer to establish a communications path between two
Customer locations.

(a) On Net — On Net
The following features shall be available:

1. Private numbering plan;

2. Call Line Identification (“CLI”), in order to get the appearance of an
alphanumeric message including name of the calling Customer site and the
last digits of the caller’s extension;

3. User access code, in order to identify, monitor and authorize the use of
tolled services;

4, Intrastatc toll frec and toll shared services, for inbound communications to
Customer call centers; and

5. Call rerouting to an alternate Customer site.
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SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)
3.5 Virtual Private Network. Service (Cont’d)
3.5.1 Nature of Services (Cont’d)
(b) Virtual On Net (VPN)
The following [caturcs shall be available:
l. Private numbering plan;

2. Call Linc Identification (*CLID), in order to get the appearance of an
alphanumeric message including name of the calling Customer site and the
last digits of the caller’s extension;

3. User access code, in order to identify, monitor and authorize the use of
tolled services;

4. Intrastate toll free and toll shared services, for inbound communications o
Customer call centers;

5. Call rerouting to an alternate Customer site;
0. On Net — Off Net;
7. Off Net — On Net; and

3. Off Net — Off Net.
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SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)

3.6 800 Services
3.6.1 Nature of Services

Carrier 800 services arc inward WATS services that permit intrastate calls to a
Customer call cenier in one location from stations in diverse geographical
locations, and for which the customer is billed for the calls rather than the call’s
originator. In addition, Customers may also order Originating ANI Sorting, which
provides the Customer with a detailed monthly analysis of the originating
telephone numbers of those placing 800 calls.
(a) Routing Features:
1, Alternate Destination on Call Limiter;
2, Time-Dependent Routing;
3. Optimized Call Transfer;
4. NIVR Services;
5. Remote Queuing;
6. Customized Announcement; and
7. Routing on Menu Selection.
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SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)

3.6 800 Services (Cont’d)
3.6.1 Nature of Services (Cont’d)

(b) Termination features:

1. Call Line Identification;
2. Dialed Number ldentification; and
3. Transmission of Touch-Tone Signaling.
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SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)

3.7 Frame Relay Services

3.7.1

Nature of Services

Frame Relay is a public, fast-packet data network service offering which offers a
cost-effective alternative to meshed private line networks. It employs a form of
packet swilching analogous to a streamlined version of X.25 networks. The
packets are in the form of ““frames,” which are variable in length, with the payload
being anywhere between 0 and 4,096 octets. Frame Relay supports a variety of
simultaneous data applications over a single integrated facility (such as data, voice
and video). Frame Relay adheres to established ITU-T frame relay standards.

Access to Frame Relay is available only over a dedicated, digital access circuit
(that typically is 56/64 Kbps, DS-1 or DS-3).

Transmission of frames between the user sites is on the basis of Permanent Virtual
Circuits (PVCs), which are pre-determined paths specifically defined in the Frame
Relay routing logic.

The Company will provide a Frame Relay data transport service to Customer, in
order to support the communications needs across customer sites. The service
meets the following characteristics:

1. Compliance with international standards (ANSI Forum);

2. Access leased lines speed ranging from 64 Kbps to 2 Mbps (For higher
speed, ATM can be used instead of Frame Relay (after a technical
feasibility studyy);

3. Physical interfaces V35, X.21 and G703/704;

4. Committed Information Rate (“CIR™);
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SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)
3.7 Frame Relay Services (Cont’d)
3.7.1 Nature of Services (Cont’d)
5. Permanent availability of the CIR;
6. Use of the LMIs (Local Management Interface) on DLCls 0 and 1023,

7. Detection and handling of congestion issues, in compliance with ANSI
T1.606 standard;

8. Bi-directional Frame Relay PVCs, with the same CIR in both directions;
9. Asymmictric PVCs;
10. Switched Virtual Circuit; and

11.  End-to-end ISDN backup, which shall be activated only in the event of
local loop or PVC failure.
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SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)
3.8 Private Line Service

3.8.1 Nature of Services

Private Linc Service is provided via DS-1 or DS-3 facility. The DS-1 service is a digital
transmission facility of 1.544 Mbps with a capacity of up to 24 analog or digital channels.
This service supports voice, analog data, digital data and video. The DS-3 service is a
digital transmission facility of 44.736 Mbps with a capacity of up to 28 DS-1 channels or
672 voice, analog data, or digital data channels.
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SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)
39 Calling Card Service
3.9.1 Nature of Services

Calling Card Service is designed for Customers who travel or make long distance calls
away from their primary service location. Access lo the service is gained by dialing a toll
free “800” number plus a seven or cleven digit access code plus the called number. In
addition, the Company may pass through and bill Customer-initiated charges made to
calling cards billed by local exchange carriers for Customers under the other carriers’
names.
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SECTION 4 - RATES
4.1 Long Distance Interexchange Services
4.1.1 Switched Interexchange Service

(a) Recurring Charges

1. IntraLATA Per Minute Rates:
Yolume Commitment Term Commitment
10,000 -+ Minutes of Month to Month One Year Two Yecars
Use $0.15 $0.10 $0.095

2 InterLATA Per Minute Ralles:

Volume Commitment Term Commitment
10,000 -+ Minutes of Month (o Month One Year Two Years
Use $0.15 $0.10 $0.095

(b}  Non-Recurring Charges
1. Early Termination Charge

IT a Customer terminates service prior to the expiration of the term of the
contract, the Customer will be required 1o pay the early termination charge
in accordance with the Customer’s contract for service.

2. Third Party Vendor Charges

Customers may also be charged for certain charges incurred by Carrier (at
the Customer’s instruction) in obtaining services from third party vendors.
At the carliest opportunity, the Customer will be advised of the naturc of
the charges and the estimated amount of the charges.
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SECTION 4 - RATES (CONT’D)

4.1 Loong Distance Interexchange Services (Cont’d)
4.1.1 Switched Interexchange Service (Cont’d)
(b) Non-Recurring Charges (Cont’d)
3. Reconnecet Fee: $50 for first two lines.
This charge applies to reconnect service afler dial tone has been suspended
or service has been disconnected.
4.1.2 Dedicated Interexchange Service
(a) Recurring Charges
Term Per Minute Rates
0-1 Year $0.11
2 Years $0.105
3 or more Years $0.100
(b) Non-recurring Charges
1. Early Termination Charge
If a Customer {erminates service prior to the expiration of the term of the
contract, the Customer will be required 1o pay the early termination charge
in accordance with the Customer’s contract for service.
2. Third Party Vendor Charges
Customers may also be charged for certain charges incurred by Carrier (at
the Customer’s instruction) in obtaining scrvices from third party vendors.
At the earliest opportunity, the Customer will be advised of the nature of
the charges and the estimated amount of the charges.
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SECTION 4 - RATES (CONT’D)

4.1 Long Distance Interexchange Services (Cont’d)
4.1.2 Dedicated Interexchange Service (Cont’d)
(b) Non-recurring Charges (Cont’d)
3. Reconnect Fee: $50 for first two lines.
This charge applics 1o reconnect service afler dial tone has been suspended
or service has been disconnected.
4.2 Virtual Private Network Service
4.2.1 Recurring Charges
(a) The following per minute rates apply to all virtual private network
switched and dedicated calls as specificd below:
Service interlLATA intraLATA
On-Nect - On-Net $0.04 $0.04
Virtual On Net $0.04 $0.04
On Net — Off Net $0.10 $0.10
Off Net — On Net $0.10 $0.10
Off Net — Off Net $0.15 . $0.15
{b) Other Recurring Charges:
Remote Access $0.50 per call
Personal Codes (per account) $40 per month
Remotc Access per 8XX $2 per month
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SECTION 4 - RATES (CONT’D)

4,2 Virtual Private Network Service (Cont’d)

4.2.2 Non-recurring Charges

Set Up Charge $10,000

Switched Access Line Group charge (applies to | $100 per location
each Company VPN location with switched
access)

Switched overflow $50

4.3 800 Services
4.3.1 Recurring Charges

(a) A monthly recurring charge applies per assigned toll-frec number.
Monthly Recurring Charge: $12

(b) Per Minute Usage Rates:

Volume Commitment Term Commitment

10,000 -+ Minutes of Month to Month One Year Two Years

Use $0.15 $0.10 $0.095
4.3.2 Non-recurring Charges

(a) Area Codc Blocking: $150
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SECTION 4 - RATES (CONT’D)

4.4 Frame Relay Services

4.4.1 Recurring and Non-recurring Charges
Monthly
Port Increment Recurring Install Change

in Kbps Charge/Port Charge/Port Charge/Port
64 $190 $150 $150
128 $355 $250 $250
192 $395 $250 $250
256 $420 $250 $250
320 $580 $250 $250
384 $625 $250 $250
448 $720 $250 $250
512 $790 $250 $250
576 $890 $250 $250
640 $940 $250 $250
704 $970 $250 $250
768 $990 $250 $250
832 51,110 $250 $250
896 31,180 $250 $250
960 $1,220 $250 $250
1020 $1,265 $250 $250
1088 $1,330 $250 $250
1152 351,370 $250 $250
1216 $1,410 $250 $250
1280 31,450 $250 $250
1344 $1,500 $250 $250
1408 $1,530 $250 $250
1472 31,560 $250 $250
1536 $1,595 $250 $250
45000 $3,190 $500 $500
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4.4

SECTION 4 - RATES (CONT’D)

Frame Relay Services (Cont’d)

4.4.1

Recurring and Non-recurring Charges (Cont’d)

Permanent Virtual Circuits*

MRC per 8K
QoS Simplex of CIR
VFR rt $8
VFR nrt $o
UFR $4

Switched Virtual Circuits*»*
Per megabyte (MB)

QoS of traffic under CIR
VFR nrt $0.04

Gateway Connection

Install/Change
Fees/PVC
$25
$25
$25

Per megabyte (MB)
of DE traffic
$0.03

Customer’s must subscribe to access 1o a particular Gateway Connection on a monthly basis in
capacily increments (available in n x 64 or n x 56 increments up to DS-1 capacity) equal to or in
cxcess of the sum of all simplex CIRs on all customer PVCs connecting to such Gateway
Connection (*“Total Gateway CIR”). PVC charges arc additional as set forth below:

Charges apply to each PVC between: (1) two customer Ports; (2) Customer Port and
Gateway Connection; and (3) two distinct Gateway Connections.

% Metered charges are for MB of payload transmitted and accepted at ingress.
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SECTION 4 - RATES (CONT’D)
4.4  Frame Relay Services (Cont’d)

4.4.1 Recurring and Non-recurring Charges (Cont’d)

Total Gateway Recurring Total Gateway Recurring
CIR in Kbps Charge/Port CIR in Kbps Charge/Port
64 $150 896 $1,955
128 $295 960 $2,090
192 $435 1020 $2,220
256 $570 1088 $2,345
320 $715 1152 $2,465
384 $855 1216 $2,580
448 $990 1280 $2,725
512 $1,120 1344 $2,865
576 $1,265 1408 $3,000
640 $1,405 1472 $3,130
704 $1,540 1530% $3,255
708 $1,670 above 1536* ICB
832 $1,815
Monthly Install Change
Recurring Fees Fees
Automatic Reconfiguration** $250 $250 $250
Authority $1,000 $2,000 $500

* Install Charge ol $500 applies for each DS-1 level (1536 Kbps) or fraction thereof of
Total Gateway CIR.

** Per disaster recovery site.
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SECTION 4 - RATES (CONT’D)
4.5 Private Line Service
4.5.1 Recurring and Nonrecurring Charges
(a) DS-1 Transport Rates
Minimum Monthly Revenue Commitment: $500
1. Recurring
Channel Mileage — Monthly Recurring Charge per DSO Mile: $0.20
2. Non-Recurring
Installation: $1,000
Cancellation prior to install: $200

Cancellation during install, prior to acceptance: $600
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SECTION 4 - RATES (CONT’D)

4.5 Private Line Service (Cont’d)

4.5.1 Recurring and Nonrecurring Charges (Cont’d)

(b)

(c)

DS-2 Transport Rates

Minimum Monthly Revenue Commitment: $4,000

Recurring

Channel Mileage — Monthly Recurring Charge per DSO Mile: $0.08
Non-Recurring

Installation: $4,000

Cancellation prior to install: $200

Cancellation during install, prior to acceptance: $600

OC-3 Transport Rates

Minimum Monthly Revenue Commitment: $100,000

Recurring

Channel Mileage — Monthly Recurring Charge per DS0 Mile: $0.014
Non-Recurring

Installation: $10,000

Cancellation prior to install: $300

Cancellation during install, prior to acceptance: $1,200
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SECTION 4 - RATES (CONT’D)

4.5 Private Line Service (Cont’d)

4.5.1 Recurring and Nonrecurring Charges (Cont’d)

(d)

(c)

OC-12 Transporl Rates

Minimum Monthly Revenue Commitment: $100,000

Recurring

Channel Mileage — Monthly Recurring Charge per DS0O Mile: $0.018
Non-Recurring

Installation: $20,000

Cancellation prior to install: $300

Cancellation during install, prior to acceptance: $1,200

OC-48 Transport Rates

Minimum Monthly Revenue Commitment: $100,000

Recurring

Channel Mileage — Monthly Recurring Charge per DSO Mile: $0.016
Non-Recurring

Installation: $30,000

Cancellation prior to install: $300

Cancellation during install, prior to acceptance: $1,200
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SECTION 4 - RATES (CONT’D)
4.6 Calling Card Services

4.6.1 Recurring Charges
Per minutc rate: $0.25
Monthly advanced features charge: $5 (per feature)
Surcharge: $0.80 per call
Monthly Account Maintenance Charge: $.50

4.6.2 Non-recurring Charges
Advanced fcatures set up charge: $10 (per feature)

Pay Telephone Surcharge: $.30 per each call originated from a pay
telephone.
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SECTION 5 - SPECIAL PROMOTIONAL OFFERINGS

5.1 General
From time to time FTCS shall, at its option, promote subscription or stimulate network
usage by offering to waive some or all of the nonrccurring or recurring charges for the
Customer (if eligible) of target services for a limited duration. Such promotions shall be
made available to all similarly situated Customers in the target market area(s).
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6.1

SECTION 6 - CONTRACT SERVICES
General

At FTCS’s option, service may be offered on an Individual Case Basis (o meet
specialized requirements of the Customer not contemplated in this Tariff. The terms of
each contract shall be mutually agreed upon between the Customer and FTCS and may
include discounts off of rates contained herecin, waiver of recurring or nonrecutring
charges, charges for specially designed and constructed services not contained in FTCS’s
general service offerings, or other customized features. The terms of the contract may be
based partially or completely on the term and volume commitment, type of originating or
terminating access, mixture of services or other distinguishing featurcs. Service shall be
available to all similarly situated Customers for a fixed period of time following the
initial offering to the first contract Customer as specified in each individual contract.

Issued:

, 2003 Effective: , 2003

By: Jean-Scbasticn Falisse
Treasurer
France Tclecom Corporate Solutions L.L.C,
2300 Corporatc Park Drive
Mailstop SPOG06
Herndon, VA 20171



France Telecom Corporate Solutions L.L.C. PA P.U.C. Tariff No. 2

Original Page No. 64

SECTION 7 - LEGISLATIVE, REGULATORY OR JUDICIAL ACTIVITY

Notwithstanding any statement to the contrary contained in this Tariff, in the event that
any rcgulatory agency, legislative body or court of competent jurisdiction promulgates
regulations or modifies existing ones including, without limitation, regulations regarding
payphonc compensation, access charges and/or universal service (“Regulatory Activity”),
FTCS reserves the right, at any time and without notice to: (i) pass through to the
Customer all, or a portion of, any charges or surcharges directly or indirectly related to
such Regulatory Activity; or (ii) modify the rates, including any rate guarantees, and/or
terms and conditions contained in this Tariff to reflect the impact of such Regulatory
Activity.

Issued:

, 2003 Effective: , 2003

By: Jecan-Scbasticn Falissc
Treasurer
IFrance Telecom Corporate Solutions L.L.C.
2300 Corporate Park Drive
Mailstop SPO606
Herndon, VA 20171



France Telecom Corporate Solutions L.L.C. PA P.U.C. Tariff No. 2
Original Page No. 65

SECTION 8 - SUBSCRIBER CHARGES
Payphone Use Charge

A $.30 per call charge will apply to calls that originate {rom any payphone used to access
FTCS services. This charge, which is in addition to standard Tariffed usage charges and
any applicable surcharges associaled with FTCS service, applics for the use of the
instrument used to access FTCS service and is unrclated to the FTCS service accessed
from the payphone. Customers will be charged the payphone use charge for cach call
which is placed from payphones with the exception of: (i) calls placed by inserting coins
during the progress of the call; (i1) calls using Telecommunications Relay Service; or (ii1)
calls onginated by customers with qualified speech or hearing impairments who arc
certified.

Issued: , 2003 Effective: , 2003

By: Jcan-Scbasticn Falisse
Treasurer
France Telecom Corporate Solutions L.L.C.
2300 Corporate Park Drive
Mailstop SPO606
Herndon, VA 20171



EXHIBIT F



Capitalization and Corporate Stock Structure'

Contribuied member equity: US$7,005,000
Retained: US5(6,266,505)

Net Equity: US$738,495

! As of September 20, 2002.

WASHINGTON 355455v1



EXHIBIT G



France Telecom Corporate Solutions L.L.C.
Demonstration of Financial Capability

As a newly-formed company, Applicant does not have any audited financial statements.
Applicant is majority owned and controlled by France Télécom S.A. (“France Telecom™), one of
the largest communications companies in the world. Applicant’s financial information will be
fully consolidated in the financial statements of its parent company.! A copy of France
Telecom’s consolidated audited financial statements for the last three years is attached.

France Telecom is a leading intcgrated communications company which is publicly-
traded on both the Paris Stock Exchange and the New York Stock Exchange. As indicated in its
audited 2001 financial statements, France Telecom’s consolidated revenue for the year was
€43.026 billon, EBITDA was €12.32 billion, and operating income was €5.2 billion.’

The attached financial documents demonstrate that France Telecom Corporate Solutions
L.L.C. clearly possesses the requisite financial capability to provide intrastate
telecommunications services in this State.

' See Consolidated Financial Statements — France Telecom, 2001, 2000 and 1999 at p. 7

(“companies which are wholly owned or which France Telecom controls, cither directly or
indirectly, are fully consolidated™).

fd. at p. 3. As of September 12, 2002, the exchange rate between the euro and the U.S.
dollar was approximately €1 to US$0.98.

WASHINGTON 257141v]



FRANCE TELECOM
CONSOLIDATED STATEMENTS OF INCOME

{in mihans of aurgs, excepl per share dala)

Six months to June 30, Your anded
Note December 31,
2002 2001 2001

Sales of services and producls 22472 20424 43 0268
Casi of services and products sold (excluding items shown separately below) {9 133) {8 405) (17 619)
Selling, general and agministralive expenses (6 187) (5 687} {12 520)
Research and davelopment expenses (282) {266) (567)
EBITDA {1} 6 870 6 066 12 320
Depreciation and amortization {excluding goodwill) (3 585) {3 251} {6 91Q)
Operating income before special items, net 22 3275 2815 5410
Special items, nel 24 (93) {101} (210)
Operating income 3182 2714 5200
Inlerest expenses, net 12 {1 754) (1 967) {3 847)
Foreign exchange loss. net (87) (399) (337)
Discounting of early retirement plan and other long-term liabitilies 18 (126) (114) (229)
Chhar non-operating income / (expense), net 25 (9 339) 1778 {5 904)
income laxes 26 (2 296) 1439 2932
Employees profit-sharnng (51) (71) {(134)
Equity in net income of affiliates 7 (163) (292} {890)
Income (ioss) before goodwill amortization and minority interest {10 624) 3088 {3 2086)
Goodwill amortization 4.7 {1466} (1353) (2 531)
Exceplional goodwil amortization 4 - - {3 257)
Mincrty interest 20 (76} 246 714
Net income (loss) {12 176) 1951 {8 280)
{1} EBITDA ; operaling income helore Special terms, net and Dapreciation and amortization
Earnings per share {in euros)
Earnings per share belore goodwill amortization and rinonty mitarest

- basic (9.85) 2,80 {2,91)

- diluted {9.88) 2,75 (2.91)
Earnings per share

- net income (loss) {11.29) 177 (7.51)

- fully diluted (11,29) 1.74 {7.51)

See Noles te Consclidated Financial Slatements

.



FRANCE TELECOM
CONSOLIDATED BALANCE SHEETS

(in milions of euros)

Six months ended Year ended
Note June 30, Dacember 31,
2002 2001
ASSETS
Goodwill, net 4 3400 34 963
Other inlangible assets, net 5 19279 18 189
Property, plant and equipment, nat [} 37 128 31728
Investmenis accounted for under the equity method 7 4278 8912
Non consolidated investmenis, net 8 1720 3240
Gther kong-term assats, nal 1517 1836
Deferred income taxes, net 26 4 040 5 369
Total long-term assats 102 003 104 337
Inventories 850 0800
Trade accounts receivable, less allowances ( 1,856 at June 30, 2002, 9 77130 7 586
1.475 al December 31, 2001)
Deferred income taxes, nel 26 646 1102
Prepaid expenses and olher cufrent assels 10 5678 6 653
Receivable from divestment of real eslale 6 239 2689
Marketable securities 12 144 1138
Cash and cash equivalents 12 2 288 20943
Total current assats 17 579 23021
TOTAL ASSETS 119 582 127 358
LIABILITIES AND SHAREHOLDERS® EQUITY
Share capital - €4 par value - Authorised and issued: 1,187,519,889 shares efleclive period end 4 750 4 615
Additionnal paid-in capital 24755 24 228
Retained earnings (loss) {4 B65) 4 682
Nel income (loss) for the year (12 176) {8 280}
Foreign currency translation adjusiment (2 929) 844
Qwn shares (9 975) {5 002}
Shareholders' equity 21 (440) 21 087
Minority interests 20 10 149 8101
Exchangeable or convertible noles 12 7 668 10 750
Other long- and medium-term deb, less current portion 12 41 485 43 793
Other long-lerm liabilities 18 15 164 8 663
Total long-term liabilities 64 317 63 206
Current portion of long- and madium-term debl 12 9210 1596
Bank overdrafls and other shont-term borrowings 12 13769 11 365
Trade accounts payable 7 898 8 631
Acecrued expenses and other payables 19 8 255 7 259
Other current liabilities 19 2638 2481
Delerred income 1axes 26 456 ra
Delerred income 11 3330 3258
Total current liabilities 45 556 34 964
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 119 582 127 358

See Notes (o Consolidated Financial Statements

-5.



FRANCE TELECOM
CONSOLIDATED STATEMENTS OF CASH FLOW

{in milkons of euros)

Six months onded Yoar ended
Nota June 30, Decembaear 31,
2002 2001 2001
OPERATING ACTIVITIES
Net incomef{loss) {12 178§) 1851 (8 280)
Adjustments to roconcilo nel incoma/(loss) ta funds gonornted frem operations
Depreciaticn & amerlization of property, plani & equipment and inlangible assels £5.6-7 5 056 4 604 12 698
Gain on divestmeni of real esiple 25 - - (705)
Result on divestment of other langible and intangible assats - - {92)
Resull on divestment ef other assels 25 (212) (9138} (2 093)
Changes in valuation allowances and othef provisions 25 9288 (7 204} 7 860
Undistnbuted earmings of affilates 164 293 841
Deterred income 1axes 26 1825 (411) {2 080)
Minonly interests 20 78 {216) {714)
Other lems 4 [6)] {19)
4025 4073 7 406
Decrease {increase) in inventories 76 168 341
Decrease {increase) in rage accounis receivable 24 18 (628)
Securitization of receivables 8 288 eao 914
Dacrease {increase) in other current assels 115 (1 018} {1974)
Impact of sala of carry back roceivables 26 1111 {1630) {1 111)
Increase (decrease) in trade accounts payable (422) (928) (588)
Increase (decreasa) in accrued expenses and oiher payables (378) 1 365 2026
Impact of sales of luture receivables 18 {25) . 690
Cthar changes in operating assols and habiitios 788 (1 045} {330
Net cash proviced by operaking activities 4 814 3028 7076
INVESTING ACTIVITIES
Purthase of propesty. plant, and equipment and intangible assels nel ol movements in supphier
palances { (538) at June 30, 2002, {184) at June 30, 2001, 411 at Dacember 31, 2001) 5-6 (3 820) (4 066) (8 553)
Income from sale of renl eslate & 2an - -
Proceeds from sale of other property, plant, and eguipment and intangible assats 107 222 296
Rapurchase of Orange SA shares: exercise of £.0n put oplion 2 {950} - -
Purchase of own shares (Orange plc acquisition) 18 (4 674) (B 785) (6 BD7)
Cronge SA (PO proceeds J . 6 102 6102
Cash paid lor investments securities ang acquired businesses, nel of cash acquired 3 (97 (728) (1 o71)
Change in nal cash fellowing the full consohidation of TP Group 3 144 -
Invesiments in affiliates 7 3} (442) (3 284)
Proceeds lrom sale of investmeni securilies and businesses, net of cash sold 3-8 a9 3233 4 524
Decrease (increase) in markglable secunbes and other long-lerm assels {10) 43 (31)
Net cash used in invesling aclivities {7 102} {4 421) {10 824)
FINANCING ACTIVITIES
Issuance of long-lerm debt 12 734 22 553 37 244
Repayment of long-term gebt 12 {1212) {11 458) (18 174)
Increase (decrease) in bank overdralis and shorl-lerm barrowings 12 1 806 (7 198) (13 556)
UMTS vendor financing 18 282 - 234
Minonity inlerest shareholder conlributions 4 149 181
Dividends paid o minonty shareholders 20 (39) {99) (128)
Approprialion of earnings 21 g (1.675) {1075}
Net cash used in inancing activilies 1575 2872 4726
Net increase (decrease) in cash and cash equivalents . {714} 1479 978
EHecl of changes in exchange rates on cash and cash equivalents 59 44 {75)
Cash and cash equivalenis a1 beginning of period 2943 2040 2040
Cash and cash aquivalgnts at ond of period 2 288 3 563 2943
Supplementary disclosures
Cash pand duning the period for :
. Imerest {1 887) {1 655) (3 695)
. Income 1axes (608) (37N 610)

See Notes 1o Consolidaled Financial Statements
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FRANCE TELECOM

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

{in millians of ewros except per share data)

Number of Share Additionat Retsined Foreign currency Own Tota!

shares capital paid-in eamings translation shares

Issued capital _{loss) adjustment
Balance at January 1. 2001 1153831943 4615 24 228 6 408 59 {2 153) 33 157
Net income for the year 2001 (8 280) (8 280)
Movemaents in holdings of own sharas {(soe Nota 21) (1271} (2849 (4 120}
Appropnalipn ol gamings {1075) (1075)
Translation adjustment 785 785
Other movements 620 6§20
Balance al Decemper 31, 2001 1 153 831 943 4615 24 228 {3 598} §44 {5 002) 21 087
Net incemg far the six month period (12 476) (12 176)
Movements in haldings of own shares (see Nole 21) (4 973) 4973)
Apprapniation of earnings (sco Note 21) {1 D56) {1056)
Increases in capital (see Note 21} 33 667 956 135 527 662
Translation adjustmant (3 762} {3 762}
Qther mavemenis: mainly TR Group (see Note 3) {211) {11) (222)
Balance at June 30, 2002 1 187 519 899 4 750 24 755 {17 041) {2929) (9 §75) {440]

Sec Notes to Consolidaled Financial Statemants
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FRANCE TELECOM

CONSOLIDATED FINANCIAL STATEMENTS
Years ended December 31, 2001, 2000 and 1999

Avertissement

Cette traduction anglaise des comptes consolidés rédigés en langue francaise a été
préparée pour le confort des lecteurs anglophones. Malgré tout le soin apporté a cette
traduction, certaines erreurs, omissions ou approximations peuvent y subsister. France
Télécom, ses représentunts ef sex salariés n'en assumeront aucune responsabifité.

Disclaimer

This English language translation of the consolidated financial statements prepared in
French has been prepared solely for the convenience of English speaking readers.
Despite all the efforts devoted to this translation, certain errors, omissions or
approximations may subsist. France Telecom, its representatives and employees decline
all responsability in this regard.
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FRANCE TELECOM
CONSOLIDATED STATEMENTS OF INCOME

{in millions ol eurgs, except per share dala)

Note Year ended December 31,
2001 2000 1999

Sales of services and producls 43 026 33674 27233
Cost of services and products sold (17 619) (12 733) (9 686)
Selling, general and administrative expensas . (12 520) (9 685) {7 341)
Research and developmeni expensas (567} {449) (593)
EBITDA (1) 12 320 10 807 9613
Depreciation and amarlization (goodwill excluded) (6 910} {5726) {4 885)
Operating income before special items, net 22 5410 5081 4728
Special items, net 24 (210) (225) {238)
Operating income 5 200 4 856 4 490
Inleresl expense, nel 12 (3847 {2 008) (B62)
Exchange gains/{losses}, nel (337) {141) (200
Discounting of early relirement liability 18 (229) {237) [196)
Other non-gparaling income/(expense), net 25 (5 904} 3as7 767
Income laxes 26 2932 {1313} {1797)
Employees profil-sharing (131) {141} {135)
Equity in ne! income/ {Joss) of afliliates 7 (890) (275) 259
Income/({loss) before goodwill amortization and minority interasts {3 2086) 4700 2706
Goodwill amoriization 4-7 {2 531) {1092} {135)
Exceptional goodwiil amoriization 4-7 (3 257) - -
Minority interests 20 714 52 198
Nat income/{loss) (8 280) 3 660 2768
{1) EBITDA : operaling income bofore spacial items, not and depreciation and amortization
Earnings/ {loss) per share
Incame/ {loss) before goodwill amortization and minority interests

- basic {2.91) 4.41 2.64

- diluted (2.91) 4.33 2.60
Net incomel{loss)

- basic (7.51) 3.44 2.70

= diluted (7.51) 3.38 2.66

See Notes to Consolidated Financial $tatamants
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FRANCE TELECOM

CONSOLIDATED BALANCE SHEETS

{in millions of vuros)

Note At December 31,
2001 2000 1999
ASSETS
Goodwill, nel 4 34 963 36049 1206
Other intangible assots, net 5 18 188 16 289 925
Plant, property and equipment, net ] 31728 34 623 28 964
Investments accounted for using the equity method 7 B 912 10 506 1066
Investment securities, nal g 3240 10218 5673
Other long-term assets, net 9 1936 722 443
Deferred income laxes, net 26 5369 2532 2285
Total long-term assats 104 337 110 939 40 562
Inventories 900 1216 621
Trade accounts receivabla, less allowances { 1475 in 2001 9 7 588 B 783 6 884
1 406 in 2000 and 1 337 in 19449
Defarred income taxas, net 26 1102 1609 677
Prepaid expenses and othar cufrent assais 10 6 853 4782 2676
Recaivable Irom divestment of real estale 6 2 689 - -
Marketable securilies 12 1138 216 211
Cash and cash aquivalents 12 2943 2 040 2424
Total current assets 23 021 18 646 13 483
TOTAL ASSETS 127 358 129 585 54 055
LIABILITIES AND SHAREHOLDERS' EQUITY
Share capital of 1 153 831 943 shares {€ 4 par value) 4815 4615 4098
Additional paid-in capital 24 228 24 228 6 629
Ralained earnings 4682 2748 5255
Nel incema (loss) for the year (8 280) 3 660 2768
Fareign currency translation adjusiment 844 59 153
Qwn shares {5 002) {2 153} -
Shareholders’ oguity 21 21 087 33 157 18 903
Minority interosis 20 B 101 2 036 1 369
Converlible and exchangeable noles 13 10 750 2 653 2 654
Other tong and medium term financial borrowings 14 43793 27 894 9 579
QOther long term liabikilies 18 8 663 5 220 4182
Total long-term liablilties 63 206 35 767 16 415
Current portion of long and madium term borrowings 14 1 596 7 542 2551
Bank overdralts and other short-lerm barrowings 15 11 365 25165 2479
Trade accounts payable 8631 7618 5330
Accrued expenses and other payables 7 259 7729 4 208
Qther current liabilities 79 2481 8113 1175
Deferred income taxes 26 374 512 495
Deferred income 11 3 258 1946 1130
Total currant liabilities 34 964 58 625 17 368
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 127 358 129 585 54 055

See Notes to Consolidated Financial Statements
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FRANCE TELECOM

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

{in millions of euros except per share data)

Number Share Additional  Retained Foreign Own Total
of capital paid-in camings currancy shares

shares capitat transiation

issued adjustment
Al January 1. 1999 1024 614 561 3 905 5 629 B 472 (15) 0 16 991
Net incoma for the year 1999 2768 2768
Inerease in capital (note 21) 1340 183 (193} 0
Movemenits in holdings of own shares 1 1
Appropriation of net income {1 025) (1025)
Transtation adjustment 168 168
Balance at December 31, 1893 1G24 615907 4 098 6 824 6023 153 0 18 903
Nelincoma for the year 2000 3 660 3 660
Increase in capital (note 21) 129 216 042 517 17 599 18 116
Movemenits in holdings of own shares (nota 21) (2 153) (2 153)
Adjusiment on Orange plc acquisition cosl (note 3} (4 335) (4 335)
Appropriation of nel incame (1 025) (1025)
Translation adjustment (94) (94)
Other movemants as as
Balance at December 31, 2000 1153 831 9+3 4615 24228 G408 58 (2 153) 33157
Ngl income for the year 2001 (8 280) (8 280)
Movemants in heldings of own shares (note 21) {1 271) (2 849) {4 1200
Appropriation of ngt income {1 075) {1075)
Translation adjusiment 785 785
Other movemnenis (nole 7} 620 620
Balance al December 31, 2001 11538371 843 4815 24 228 (3 508} 844 {5 002) 21 087

Sae Notas lo Consolidaled Financial Stalgments
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FRANCE TELECOM
CONSOQOLIDATED STATEMENTS OF CASH FLOW

{in millions ol auros)

Note Year ended December 31
2001 2000 1899
OPERATING ACTIVITIES
Net incomei(loss) {8 280) 3 660 2768
Adjustments to raconcile not income/(loss) lo funds generatod from operations
Deprecialion & amortization of properly, plani & equipment and inlangible assels 12 698 6818 5021
Gain on divestment of rea) estate 25 (705) - -
Resull on divestment of olher tangible and inlangible assels (92) (23) 2
Rasull on divestment of other assets 25 (2 093) (7 677) {598}
Changes in valuation allowances and other provisions 25 7 860 4113 79
Undistributed earnings of affiliates B41 276 82
Defaerred income taxes 26 (2 090) {277) 297
Minorily interasls 20 (714) {52} (198)
Other items {19) 25 29
Funds gonaratad from operations 7 406 § 863 7 482
Decrease (increasa) in inventories 341 (329) (176)
Decrease (increasa) in trade accounts receivable (628} {978) (780)
Securitization of receivables 9 914 - -
Decrease (increase) in ather current assets {1974) {1372) (668)
Impact of sale of carry back receivables 26 {1111) - -
Increase (decrease) in frade accounts payable (588) 936 1084
Increase {(decrease) in other liabilities 2026 1493 1167
Impact of sales of future receivables 18 690 - -
{ther changes in current assets and liabililies (330) {250) 627
Net cash provided by operating activitias 7076 6613 8109
INVESTING ACTIVITIES
Purchasa of property, plant, and equipment and intangibla assels 5-6 (8 553) (14 313) (5001)
Proceeds Irom sale of property, plant, and equipment and intangible 296 274 150
Cash paid for Oranga plc 3 - (21 683) -
Purchase of own shares (Orange plc acquisition) 3 (8 807) - -
Orange SA IPD proceeds 3 6 102 - -
Cash paid for invesimanls securilies and acquired businesses, nel of
cash acquired 3 (1071} {10 899) (2 502)
Investmeants in alliliates 7 (3 284) {7 969} (302)
Proceeds from sate of investiment securities and businesses, net of cash
sold 3-8 4524 7930 720
Decrease {increase) in markalable sacurilies and other long-term assets {31) (218} 288
Nel cash used in invasling aclivilies (10 824) (46 888) (6 64T)
FINANCING ACTIVITIES
Issuance of long-term debt 12 37 244 21528 1088
Repayment of long-term debt 12 (18 174) (3 229) (2 389}
Increase [decrease) in bank overdrafis and shon-term berrowings 12 (13 556 21 002 1092
UMTS vendor financing 18 234 - -
Minority inlerest shareholder contributions 181 1847 199
Dividends paid 1o minarily shareholders 20 (128) {213) {71)
Approprialion of net income (1075) {1025) (1 025)
Net cash used in linancing activilies 4726 39 510 {1 106)
Net increasae (decrease) in cash and cash equivalents 578 {365) 56
Efect of changes in exchange ratas on cash and cash equivalents {75) {(19) 26
Cash and cash aquivalenis at beginning of period 2040 2424 2042
Cash and cash equivalents at and of period 2 943 2 D40 2424
Supplementary disclosures
Cash paid during the period for !
. Interasi {3 695) (2 132) (1001
. Incoma taxes {610) (1771 {1106)

Sea Noles to Consolidated Financial Statements

6



FRANCE TELECOM

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2001

i DESCRIPTION OF BUSINESS

France Telecom proup («France Telecom») with notably its
publicly listed subsidiaries Orange. Wanadoo and Equanm, is one
of the leading telccommunications operators in the world and is
the principal telecommunications operator in France. France
Telecom  provides  consumers,  businesses  and  other
teiccommunication carriers with a wide range of services
including fixed line and mobile telecommunications, dala
transmission, Internet and multimedia, broadcasting and other

value added services.

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The consolidated financial statements of France Telecom are
prepared  in accordisnee  with  French  generally  accepted
accounting principles under rule 99-02 of the Comité e lu

Riglementation Compable (CRC).

Frunce Telecom has reviewed provisions recorded at December
31, 2001 and does not anticipate any significant impacl with
respeet to the first application on January 1, 2002 of rule CRC
00-06 on liabilities.

Presentation of the financial statements

The consolidated balance sheet, statement of income and

stitement of cash Mows are prepared in Euros.

= EBITDA represents operating income before special items,
net and before depreciation und amortization.

*  Operating income before special items, net is presented
separately.

¢  Operating income represents the difference  between
operating revenues and charges. It includes specific non-
recurting jtems, tecorded under the heading «Special items,
nets within Operating Income,

¢ The costs resulting both from the discounting of the French
early retirement plan and from the French legal regime of
employee profit sharing are presented as a separate line item
in the consolidated statement of income afier Operating

Income.

*  The «Other non-operating income/{expense). nets relates
mainly to gains and losses on the disposal of consolidated

subsidiaries and investment securities including dilution
results and the change in provisions against investment
securities and marketable securitics, dividends reccived, and
movements in testructuring provisions. This heading also
includes resulis on disposals where their relative size
exceeds  ordinary  activity (real estate, commercial

receivables...).

+  The goodwill amontization charge relates to the goodwill of
fully and proportionally consolidated companies as well as
investments accounted for under the cquity method.

¢ The balance sheet classifies assets and liabilities based on
liquidity or maturity datcs, and preseats short-term batances

{due within one year) separately from long-term balances.

e The statement of cash flows excludes from changes in cash
those. changes in bank overdrafts and marketable sccurities
having maturities in excess of three months at the time of
purchase, which are presented as financing and investing

activities.

Moreover, in order 1o ensure comparability of the 2001 financial
statements with those of prior years, specific headings have been
introduced on the face of the balance sheet and statemen: of
income at December 31, 2001 in order to refiect directly (i) the
receivable from the sale of real estate (Note 6) and {ii) the

exceptional goodwill amortization,

Principles of consalidation
The main consolidation principles are as follows:

= Companies which are wholly owned or which France
Telecom controls, cither direetly or indirectly, are fully
conselidated;

*  Companics in which France Telecom and a limited number
of other sharcholders exercise joint control are accounted

for using the proportionale consolidation method:

* Companics over which Franece Telecom exercises
significant influence but docs not control (generally a 20%
o 50% controlling interest), arc accounted for under the
equity method,

*  Material inter-company balances and transactions are

climinated.
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Transiution of financial starements of foreign subsidiaries

The financial statements of foreign subsidiaries in a non Euro

functional currency. except for those in countries with hyper-

inflationary cconomies, are translated into Eures as follows:

«  assets and liabilities are translated at the year-end rate:

« items in the statement of income are translated at the
average rate for the year;

» the wanslation adjustment resulting from the use of these
different rates is included as a separate component of

sharcholders” equity.

The financial stmements of the Argentinean subsidiaries have
been convened under the terms of the CNC (Conseil Nationa! de
b Comprabitité) announcement of January 18, 2002 relating o
the accounting consequences  of the devaluation of the
Argentinean peso. Balance sheet items, revenues and expenscs
from significant operations from December 21, the date on which
the Argentinean peso ceased to be quoted, to December 31, 2001

have been converted using a rate of 1.65 pesos for | Euro.

The local currency financial statements of foreign subsidiarics

operating in countrics with hyper-inflationary economies are

remeasured into their functional currency, prior to converting (o

Euro, using the following method:

¢ monetary elements of the balance sheet are translated at the
closing rate;

* non-monetary clements are converted at the  historical rate;

s tems in the satement of income are transkated at the
average rate for the year except for depreciation and
amortization charges which are translated at the historical
rate;

s the translation adjustment resulting from the use of these
differem rates is recorded in the income statement as an
exchange gain or loss,

The financiat statements of subsidiarics remeasured as described

above are then translated into Euro using the method applied to

all foreign subsidiaries of France Telecom.

Transuctions in foreign currencies

At year-end, foreign currency denominated monetary balances,
excepl for those hedged by currency swap contracts, are

translated at closing exchange rates.

Unrcalized gains and losses on foreign currency denominated
balances, except for those hedged by currency swap agreements
and for those arising on liabilities effectively hedged by assets in
the same currency, are recognized in the statement of income for

the period.

Revenue recognition

France Telecom's principal sources of revenue are
recognized as follows:

e Revenues from telephone subscriptions or Internet access
are recognized on a straight-line basis over the invoicing
peried,

s  Revenues from  incoming and oulgoing traffic  are
recognized when the service is rendered,

*  Revenues from sales of telecommunications equipment, net
of point of sules discounts, and connection charges are
recognized upon delivery to the customer or activation of
the line, as appropriate,

*  Revenues from Internet advertising are recognized over the
period that services are provided. Barter transactions are
recorded, only when their value can be determined, and in
this case are recorded at the fair value of the goods or
services provided or received, whichever is more readily
determinable in the circumstances,

s  Revenues from adventisements in printed and clectronic

directories are recognized when directories are published.
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Customer ucquisition costs and lovalty costs

Customer acquisition costs and loyalty costs relsting to mobile
and [nternet customers are expensed as incurred. These costs
consist principally of commissions and rebates  paid to

distributors,

Advertising coxts

Adventising costs are expensed as incurmed. Advettising costs
amounted w € 1,063 million in the year ended December 31,
2001, € 939 million in the year ended December 31, 2000, and
€ 664 million in 1999,

Research and development

Research and development costs are eapensed as incurred.

Weh site development costy

Costs relating 1o the development of web sites are capitalized or
expensed depending on the phase of development of sites: costs
relating to the planning and operating stages are expensed, costs

related to development and creation of the design are capitalized.

Earnings per shure

Two types of eamings per share arc shown: basic camings per
share and diluted camings per share. The number of shares used
for the calculation of diluted carnings per share takes into
account the conversion into  ordinary shares of  existing
potentially dilutive instruments, Diluted camings are calculated
as net result adjusied for the financial charges of dilutive
instruments, net of their effect on tax and employee profit

sharing.

Own shares held, when recorded as s reduction in consolidated
shareholders' equity, are not included in the calculation of

carnings per share.

Customer receivables

France Telecom does nol consider itself exposed to 2
concentration of credit risk with respect 1o trade accounts
receivable due to its large and diverse customer base (residential,
professional and large business customers). Allowances are
recorded on the basis of an evaluation of the risk of non-recovery
of receivables. The allowances are based on an individual or

statistical assessment of this risk.

Customer rececivables which are securtized are removed from the
heading "Trade accounts rececivables, less allowsnces™ when the
rights and obligations autached 10 such reccivables are
definitively wransferred 1o third panies. Subordinated shares held
in Fonds commun de créances as pant of these transaclions are
recorded as "Other long-term assets, net”. Depreciation of such
shares, determined based on the risk of non-recovery of the
receivables divested, is presented as o reduction in "Other long-

term assels, net”™,

Cash and cash equivalents

Cash and cash equivalents consist ol cash and highly liquid
investments with maturitics generally of three months or less at
the time of purchase and are stated at cost, which approximates

fair value.

Muarketable securities

Marketable securities are valued at acquisition cost, When
necessary, a provision is recorded on an investment-by-
investment basis 1o adjust this valuc 10 the average markel value
over the month prior to year-end or their estimated trading value

for securitics not publicly traded.

Inventories

Inventories are stated at the lower of cost or probable net
realizable value taking into account notably future revenue
expected from new subscriptions arising from mobile handsct
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sales. Cost relites 1o acquisition or production costs and is

generally determined using the weighted average method.

Purchaye acconnting and govdwill

Upon acquisition of a buginess, the purchase price is allocated on
a fair value basis to the identifiable assets and liabilities of the
business acquired, The fair value of identifiable intungible assets
such as trademarks, licenses and customer reiationship is
determined using penerally accepted methods such as the income

approach. the cost approach, or the market value approach.

The excess of the purchase price over the fair value of the share
of identifiable assets and liabilities of the business acquired is
recorded in the consolidated balance sheet under the heading
« Goodwill » for fully and propertionally consolidaled entitics
and is included in the heading « Investments accounted for under
the equity method » for entities over which France Telecom has a

significant influence.

Goodwill related to foreign companies is recorded as an asset in

their functional currency.

Where there is o pantial disposal of shares in fully or
proportionally consolidated companies, the cost of the assets sold
includes the related portion of goodwill disposed of which is
removed from the balance sheet au disposal, be it through a direct

sude in exchange for another asset or through a dilution,

The amortization period for goodwill, usually ranging from 5 to
20 years, is determined after taking into consideration the
speeific nature of the business sequired and the strategic value of

each acquisition.

The value in use of goodwill is subject to review when events or
circumstances occur indicating that an impairment may cxist.
Such evems or circumstances include  significant adverse
changes, other than temporary, in the business environment, or in
assumptions or expectations considered at the time of the
acquisition. The need to recognize an impairment charge is
assessed with reference 1o undiscounted cash flows as estimated
bused on prospective cconomic and operaling assumptions used

by the management of France Telecom.

Impairment - charges are recorded, where necessary, as the
The
recoverable value of the goodwill is assessed with reference to

difference between net book value and fair value.
cash flow projections discounted using appropriate rates and
considering other advantages expected at the scquisition date
such as synergies resulting from the intepration of the business
with France Telecom's operations and its strategic position for

the group.

Other intangible ussets

Other

relationship. licenses, patents and submarine cable link access

imangible assets  include trademarks, customer

rights,

Licenses to operate mobile networks are recorded at historical
cosl and amontized on a straight-line basis from the effective date

of commercialization of services,

The right to operate, in France, a third generation mobile network
{UMTS) is recorded for the fixed portion payable at the gram of
the license, and this fixed portion is amortized on a straight line
basis from the effective date of commercialization of scrvices.
According to the ruling of the urgent issues task force of the
CNC, the variable portion (equal w0 1% of the eligible sales
generated by the third gencration network) will be recorded as an

operating expense in the period incurred.

Trademarks and customer relationship are not  amortized.
Impaimient is recorded, as necessary. taking into account

operating conditions.

Purchases of capacity transmission on land and submarine cables
(IRUs} are capitalized and amortized on a straight-line basis over
the forecast useful life. Income from sale of IRUs is recorded on
a straighl-line basis in the statement of income over the duration

of the contract,
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Property. plamt and equipment

Assets transterred from the French State on January 1, 1991,
upon the ercation of France Telecom as a public sector operator,
were recorded in the opening balance sheet at values jointly
approved by the Teleccommunications Ministry and the Ministry
of Economy and Finance.

Since that date, property, plant and equipment are recorded at
historical cost of acquisition or at construction cost, Cost of
networks includes planning and construction costs, as well as site

installation and equipment upgrade costs.

Interest arising from debt incurred to finance construction and
development of assets is, from January 1, 2000, capitalized as

part of the cost of such assets during the construction period.

Repairs and maintenance costs, excepl to the exient that they
increase productivity or extend the useful life of an asset, are

expensed as incurred.

Leased assets are recorded as an acquisition of an asset and the
incurrence of a financial debt when the lease terms effectively
transfer the risks and rewards of ownership of the asset to France
Tetecom. Equally, where France Telecom transfers the risks and
rewards of ownership to a third party through a lcase contract,

this is accounted for as a disposal.

Depreciation of property, plant and equipment is measured on a

straight-line basis over the following estimated useful lives

Buildings and leasehold improvements 1010 30 years

Switching. transmission equipment and other 3 to 10 years

network equipment

Cables and public infrastructure 15 10 20 years
Compulers and software (excluding network) 10 5 yeurs
Other 3 to i4 years

Investment subsidies

France Telecom may receive non-repayable investment subsidies
in the form of capital projects funded directly or indirectly by
third parties, primarily local and regional governments. Subsidies

are recorded as a reduction of the cost of the assets financed and,

consequently. are recognized in income over the estimated useful

lives of the corresponding assels.

Impairment of long-lived assets

Plant, property and equipment and intangible assets are written
down when, as & result of events or changes in circumstances,
their recoverable value appears to be permanently less than their
carrying value,

e  For assets to be held and used, impairment is principally
determined for each group of assets by comparing their
carrying value with the undiscounted cash flows they are
expected to generate based upon management's expectations
of fulure economic and operating conditions.

Where necessary, impairment of these assets is recorded as
the difference between carrying value and fair value, Fair
value is determined on the basis of discounted cash flows or
by reference to replacement cost for used equipment, cost ol
alternative technologies or recent transactions for similar
businesses, or market prices.

s Assets to be disposed ol are written down to their fair value,
less costs of disposal, when such value is lower than their

carrving value.

Invesiment securities

Investment securities are stated at cost, including any associated
direct costs. An allowance is recorded when the value in use,
based upon management's analysis, appears w0 be permanently
less than carrying value, on the basis of different criteria such as
market value, the outloek for development and profitability, and
the level of sharcholders’ equity, and taking into account the

specific nature of cach investment,
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Deferved income taves

Deferred income taxes are recorded on all lemporary differences
between the carrving amoumts of assets and  liabilities for
financial reporting purposes and the amounts used for tax
purposes, as well os those arising from loss carry forwards.
Deferred tax assets are provided for 1o the extent that the

recovery of these 1axes is not considered probable.

France Telecom uses the liability method under which deferred
taxes are measured applying the tax rates enacted at the end of
the accounting period, as applicable at the time the temporary
difference is expected to reverse. Where significant] deferred tax
assets und liabilities are discounted when reversals can be

reliably scheduled.

Dby issuance costs

Debt issuance costs are amontized over the term of the related

debt instrument since January 1, 2000,

Purchase of ow shares

Own shares held by France Telecom are reflected in the
consolidated balance sheet at their acquisition cost as a reduction
in sharcholders’ equity except for those held in share price
stabilization transactions, which are recorded as marketabic
securitics. Gains and losses on disposals of such shares, including
related txes are recorded within sharcholders® equity, net of 1ax.
Allowances recorded against own shares held within investment
securities in the single company financial statements of France
Telecom, as well as provisions for risk relating to commitments

e repurchase own shares, are eliminaied on consolidation,

Commitments to repurchase own shares, set out in Note 28, are
recorded as an off balance sheet commitment until the

repurchase,

Derivative financial instruments

France Telecom manages interest rate and foreign currency risks
using denivative financial instruments including interest rate
swaps, interest rate cap and floor contracts, foreign exchange
futures contracts on organized forward markets, currency swaps
and currency options. All such instruments are entered intwo for
hedging purposes.

Income and costs resulting from the usc of these instruments are
recorded in the consolidated statement of income on a

symmetrical basis with the underlying transaction being hedged:

+ Differences between interest receivable and interest payable
on swaps, caps and floor contracts designated as hedges, as
well as premiums paid for these operations or discounts, are
recorded in the consolidated statement of income aver the

life of the contract as an adjustment to inlerest expense;

e [niial differences between the negotiated term rate and the
fixing rate for the day on forward exchange contracts and
currency swaps designated us hedging  operations  are
recorded in income over the life of the contract as an
adjustment to interest expense. Subsequent gains and losses
gencrated on these contracts due to fluctuations in exchange
rates are recorded as exchange rate corrections rt?sulling
from the item hedged:

e  Gains and losses arising on contracts designated as hedges
of idemtifiable firm commitments or identifiable future
transactions are deferred and taken inte account in the

valuation of the transaction at maturity.

Certain operations do not qualify for accounting purposes as
hedging operations under France Telecom's policy. Derivative
financial instruments which do not qualify for accounting
purposcs as hedging operations relaie mainly 1o operations
related 1o management of shon-term debt (the Euribor 3 month
future conract and rate collars). Such operations arc evaluated as
follows:

=  For operations on organized markels, margin calls are
recorded directly in the statement of income.
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* Net

negotiated over the counter, are fully provided for.

unrealized losses, calculated on  instruments

*  Unrealized gains on instruments negotiated over the

counter are recorded upon unwinding of the position.

Pengion plun for French civil servants

Civil servams employed by France Telecom are eligible to
receive retirement benefits frem the civil servant and military
personnel defined benefit pension plan, which is administered by

the French State.

The «France Telecom Law» (FT law} (French law n®96-660 of
July 26, 1996) states that France Telecom’s obligation is limited
to a defined annual contribution. As a result, France Telecom has
no additional liability either Tor shortfalls that might atise in the
pension plan for its civil servant employees, or for plans of other

civil servants,

Early retivement plan for French civil servants

In accordance with the «FT laws, France Telecom has introduced
an carly reticement plan for civil servants and other employees.
The plan provides that until December 31, 2006, civil servants
and other employees working for France Telecom who attain the
age of 55 with 25 years service, may clect for early retirement,
Between carly retirement age of 55 and normal retirement age of
GO. participants will receive 70% of their salary. In addition,
participants receive a lump sum indemnity, which amounts to
one year of carly retirement salary il they elect for carly
retirement at the age of 55, and which declines progressively to
zero as the age at which they cleet approaches normal retirement

age.

A provision corresponding to an actuarial measurement of the
liability under this plan has been recorded (Note 18). Actarial

assumptions are monitored and modified based upon experience.
Changes in actuarial assumptions arc accounted for [rom the
anniversary of the plan, in the consolidated stutement of income

in the year of change, and on a prorata basis over future service

pericds until the end of the plan as personnel opt for carly

retirement.

Retirement indemnities and other pension plans

In France, legislation requires that lump sum retirement
indemnities be paid to non-civil servant employees based upon
their years of service and compensation at retirement. The
actuarial cost of this unfunded obligation is charged annually 10
income over the employees' service lives. The effect of changes
in assumptions is accounted for in the consolidated statement of

income over the average remaining service life of employees.

British subsidiaries of Orange S.A. and Equant have for eligible
defined

unapproved retirement benefit schemes financed by third partics.

cmployces contribution  pension  schemes and

Cowtributions to both types of plans are expensed as incurred.

Post-retirement benefits other than pensions

France Telecom has commitments to provide certain additional
post-retirement benefits such as telephone equipment, credit card

fees and various other benefits Lo retirees.

France Telecom recognizes the expected actuarial cost of these
post-retirement benefits in the consolidated statement of income

over the service lives of the eligible employees.

The effect of changes in actuarinl assumptions is accounted for in
the consolidated statement of income over the average remaining

service lives of employees.

Stack subscription plans

Shares of subsidiaries issued upon exercise of subscription
options granted to employces are reflected as a share capital
increase, based on the exercisc price of the options, creating a
dilution result for France Telecom.,

With regard to purchase options, a provision is recorded in the

bocks of the subsidiary to the cxtent that the acquisition cost of
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the shares purchased 1o service the exercised options is higher

than the exercise price of the oplions.

Soctal charges assumed in connection with the share option plan
are provided for when it is probable that the options will be

exercised.

Use of estitnutes

The preparation of financial statements in conformity with
generilly aceepted accounting principles requires management to
make estimates and  assumptions which affect the amounts
reported in the Mnancial statements and accompanying notes,
notably with regard 10 provision for risks, deferred tax assets,
goodwill and investment securities. Actual results could differ

from those estimates.,

3, MAIN ACQUISITIONS AND DIVESTITURES OF
COMPANIES

For the vear ended December 31, 2001

Main acquisitions

Equent

Following the Extraordinary General Meeting of Equant on June
27, 2001, and in accordance with the agreement concluded in
November 2000, France Telecom performed the (ollowing

transactions on June 29, 2001:

*  Aequisition of 67,950,000 Equant common shares [rom
the SITA Foundation in exchange for France Telecom
shares at a ratio of 2.2 Equant shares per France
Telecom share. resulting in constderation of € 1,739
million based on the share price at June 29..2001 of
€ 56.3 per share.

e Investment of USS 1 billien (€ 1,179 million) through
subscription for 10 million newly issued Equant
conventible preference shares: each preference share
has the same voting rights as one Equant common

share and will automatically convert into onc new

Equant common share five years afier the date of

subscription. and

+  Contribution to Equant in exchange for 80,617.348
newly issued Equant common shares, of 100% of the
share capital of Global One Communications World
Holding B.V. and Global One
Holding B.V, with France Telecom reining certain

Communications

activities previously performed by Global! One. This
contribution was valued on the basis of discounted
future cash flows at USS 5,168 million (€ 6,094
millien), including contributed cash amounting to USS
300 million.

As a result of these transactions. France Telecom owned, at June
29, 2001, 54.27% of the combined company Equant,

Under the terms of the agreement, within a two-year period,
France Telecom is to pay back to Equant;

*  50% of costs related to the preservation of employment
or the cancellation of ecmployment contracts for cenain
employees of the newly combined company Equant -
Global One.

*  Restrucwuring and integration costs other than those
relating to employees, up to a maximum of USS 210

million.

On the basis of these elements, the preliminary purchase

accounting for Equant at December 31, 2001 is as follows:

{in millions of curos)

Contribution of Global One 6,094
Proceeds from subscription of the 10 million 1,179
Equant prelerence shares, paid in eash
1.273
Minerily interests, corresponding 10 Equant x 45.73% 3326
sharcholders
Acquisition of Equant commen shares from 1,739

the SITA Foundation
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Restructuring, integration and sssociated 369

acquisition casts

Preliminary acquisition cost 5,434

Fair value of net assels acquired 634

Preliminary poodwill 4.800

Preliminary goodwill in Euros is amortized from July 1, 2001,
over periods of up to 20 years, und amounts to € 4,800 million
(USS 4,071 million). The acguisition and restructuring costs
associated with the acquisition were depreciated in the second
half of 2001 (Note 4}).

Eguant CVRs

On July 2, 2001, France Telecom issued to  ail

shareholders other than the SITA Foundation and to cenain

Egquant

owners of share options and restricied share awards granted by
Equant before November 19, 2000, 138,446,013 contingent value
rights (*CVR"}. Ench CVR gives the holder the right to receive a
cush payment, on the third anniversary of the completion of the
Equam transaction (June 2004), representing the difference if
negitive between the average Equant share price for a defined
period and € 60, limited to a maximum of € 15 per share.
Movement in market price in 2001 and in the beginning of 2002
(notably in terms of EBITDA multipies) has resulted in a CVR
market value since issue corresponding to a payment of the CVR
at matyrity,  Whilst considering that the Equant busincss plan

assumptions remain  valid. France Telecom  management
considers that such a payment would not be recovered from the
vilue in use of the Equant investment as derived from the
business plan., As o results of this, France Telecom has recorded o
provision for the maximum risk, amounting 10 € 2,077 million

(Note 18).

TP Sd.

Under an agreement signed on September 5, 2001 between the
Polish government and the consortium lead by France Telecom,

France Telecom and Kulczyk Holding, ils panner in the

consortium, increased their share in TP SA by 8.93% and 3.57%
respectively for a total of PLN 3,656 million (€ 950 million) of
which PLN 2,612 million (€ 679 million) were paid by France
Telecom. Following this operation, the consortium holds 47.5%
of TP SA, of which 33.93% is held by Frunce Telecom. The
consortium holds a call option for a supplementary investment of
2.5% plus onc share. Moreover, put and call options have been
concluded between Kulczyk Holding and France Telecom
rclﬁling to the panicipation of Kulczyk Helding in TP SA (Note
28).

The preliminary poodwill relating to this complementary
investment amounts to €213 million and is amenized over 20
years from October |, 2001, The investment in TP SA is

accounted for under the equity method (Note 7).

Freeserve

In December 2000, Wanadoo SA made an offer for the entire
share capital of Freeserve, the main Internet services provider in
the United Kingdom. The offer was carried out in March 2001 on
the basis of a parity of 0.225 new Wanadoo shares for each
Freeserve share. The number of shares issued at amounts 1o
230,069,681, resulting in a purchase price of € 2,078 million.

The resultant goodwill for this operation amounts to € 1,886
million and is amortized over u 20-year penod from March 1,
2001 (Note 4),

Indice Multimedia

On December 18, 2000, Wanadoo agreed to acquire the entire
share capital of Indice Multimedia, the second largest directory
operator in Spain, At the genera) meeting on March 22, 2001 and
in accordance with the agreement, Wanadoo acquired 86.71% of
the capital of Indice Multimedia by issue of 20,325,444 shares
and a cash payment of € 80.5 million, representing an acquisition
cost of € 190 million. The remainder of the capital will be
acquired through options granted both to sharcholders, in cash
when the option is exercised, and also to certain sharcholders, in

cash and in Wanadoo shares at exercise,
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The acquisition of Indice Multimedia gave rise 1o goodwill of
€ 318 million being amortized over a 20-year period from April
. 2001 (Nowg 5).

Wind

On October 11, 2000, France Telecom and ENEL reached an
agreement relating to the acquisition of Infostrada by ENEL and

its commitment to merge Wind and Infostrada.

Under this agreement. and following an extraordinary general
mecting on July 30. 2001 which approved a capital increase
reserved for Enel as a consideration for the contribution of
Infostrada, France Telecom's interest was reduced from 43.4% 10
less than 27% in the new entity. The effect of this operation is a
dilution gain of € 934 million, The merger of Wind and
Lnfostrada had legal effect at January 1, 2002.

Moreover, under this agreement, France Telecom and ENEL
agreed 1o make a public offering of 25% of Wind, subject 10
market conditions, The agreement includes put and call options
aover Wind shares with ENEL, in favor of France Telecom (Note
28).

Orange SA4 100

In February 2001, France Telecom sold 636 million existing
shares of Orange SA representing 13.24% of the total number of
existing shares and voting rights in Orange SA, through a public
offer 1o private and institutional investors as well as employees.

The net proceeds from these offers amounted to € 6.1 billion.

Since February 13, 2001, Orange SA shares have been listed on
the Premier Marché of Euronext Paris SA and on the London
Stock Exchange. This operation has no material impact on
consolidated income before tax at December 31, 2001, as a
provision of € 1,773 million to cover the expected loss was

recorded in the financial statements at December 31, 2000,

Following this offering and the transfer to E.On of 102.7 million
shares of Orange SA as a consideration for 42.5% of Orange
Communications SA, acquired in November 2000, France
Telecom owns 84.4% of Orange SA (Note 28 — commitments

linked to the acquisition of Orange Communications SA).

Main acquisitions and divestments of non consolidated

investments (Note 8)

For the year ended December 31, 2000

Main acquisitions

Orange plc and Orange Communications 4

In May 2000, France Telecom, and the Vodafene group signed
an agreement with effect August 22, 2000, resulting in (i) the
cash purchase by France Telecom of 664.74 million Orange
shares for € 21.5 billion (1i) the coniribution by the Vodafone
group to France Telecom of 544,56 million Orange ple shares in
exchange for 129.20 million new France Telecom shares, issued
a1 € 140.2 per share, with Vodafone renouncing the voting rights
attached to the shares. As a result of this operation, France
Telecom held 100% of the sharc capital of Orange ple. France
Telecom immediately repurchased 15.36 million France Telecom
shares from Vodafone at issue price. such that the Vodafone
group would not hold more than 9.9% of the share capital of

France Telecom.

This share purchase was financed by France Telecom's issue of a
security of € 2.15 billion with maturity March 2001,

Following the Initial Public Offering (IPO) of Orange SA on
February 13, 2001, Vedafone and France Telecom reached an
agreement on February 28, 2001, with respect to the terms of the
buy-back of the outstanding 113.85 million France Telecom
held by Vodafone. This
comprehensive settlement of the put and call arrangements set up

shirres transaction represents 8
in Aupust 2001 and fixes the total price of these shares at
approximately € 11.63 billion. Cash payments of € 6.65 billion
were made in March 2001 against delivery by Vodafone of 64.1
million France Telecom shares. A final cash payment of € 4.97
billion is due on March 25, 2002 against 49.8 million France

Telecom shares (Note 21 and 28).
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On the basis of this agreement. the total acquisition cost of
Orange plc amounts on 2 historic cost basis 10 € 35,472 million

as summarized below:

(in millions of euros)

Cash consideration 21.519
Transaction costs, net of related tax _ 174
Sub-total 21,693
Share consideration through issuance ol

129 201 742 France Telecom shares 18,114
Price adjustment resulting from February 28, 2001

agreement {4,335
Total purchase price 35,472

The purchuse price has been allocated 10 the following

identifiable assets and linbilities:

{in miliions ol eurog)

) 35472
Purchise price
Fuir Value of net assets acquired:
Chritge srademark 4600
Customer relationshis t 950
GSM license 875
Other assets acquired a4
Other linbilities acquired (1azn
6 548
Goodwill 1894
418

OF which goodwill allocared to Orange
Comnunications SA.

The purchase price allocation resulted in an increase to net agsets
of € 7,621 million, and relates primarily to the Orange rademark,
customer relationship and a GSM  license not recorded in the
Orange ple consolidated balance sheet before the acquisition
date. The trademark has been recopnized based on the discounted
vatue of cost savings cqual to royalties which would have been
payable w third parties for the use of the trademark, had Orange
not owned such trademark. The customer relationship has been

valued on a discounted cash Mow basis relating 1o the customers
concentration in Britain at the date of zcquisition. These assets

are not amortized but are subject to a regular impairment review,

Goodwill arising at acquisition amounting 10 € 28,924 million is
amortized over a 20 year period. Following the PO of Orange in
February 2001, goodwill has been reduced Lo € 24,345 million.

On November 10, 2000 France Telecom acquired E.On's 42.5%
shareholding in Orange Communications SA (Swilzerland) for
€ 1,299 million of which 75% was settied through shares of
Orange SA, with put and call arrangements (Note 28), This
investment was transferred to Orange. This acquisition increased
the ownership of Orange in Orange Communications SA from
42.5% to 85%.

This investment, accounted for using the equilty method since
September 1., 2000, has been fully consolidated from November
1, 2000, Goodwill arising from the acquisition of the 42.5%
interest amounting to € 1,466 million is amortized over 20 years,
Following the PO of Orange, goodwill has been reduced to
€ 1,234 million. '

Global One

In March 2000, France Telecom acquired Sprint and Deutsche
Telekom's interests in Global One for a total of US§ 3,898
million (€ 4,080 million) gencerating goodwill of € 3,966 million
amortized over a 20 year period. Following these acquisitions,
France Telecom owned 100% of Global One. This investment,
previously accounted for using the proportionate consolidation
method, has been fully consolidated from April 1, 2000. France
Telecom, holding the entire share capital of Global One
following these operations. contributed almost all the activities of
Global One in 2000 in relation to the Equant acquisition.
Following this contribution, goodwill has been reduced 1o
€ 2,346 million at December 31, 2001,

MobilCom

On March 23, 2000, France Telecom entered into a cooperation
framework agreememt with MobilCom, a German fixed line

operator, mobile and Internet service provider, and MobilCom’s



founding shareholder. reparding the acquisition of a UMTS
license and the launch of UMTS mobile telecommunications
services in Germany. Pursuant 1o the agreement, Frunce Telecom
extended a € 3,749 million loan to a company jointly owned by
France Telecom and MabilCom 1o fund that company’s bid for a
UMTS license. In October 2000, France Telecom contributed its
share in this company ta MobilCom in cxchange for a 28.5%
equity interest in MobilCom which was subsequently contributed
10 Orange SA.

In conncction  with  these  transuctions, France  Telecom,
MobilCom and MobilCom’s founding shareholder entered into a
cooperation (ramework agreement, with notably put and call
optien agreements exereisable under certain conditions (Note

28}

MobilCom has been accounted for under the equity method sinee
November |, 2000, Goodwill arising from the acquisition
amounts to € 2.700 million and was initially amortized over a 20

wear period.

Wind

On July 28, 2000, France Telecom reached an agreemem with
ENEL and Deutsche Telekom to purchase Deutsche Telekom’s
entire 24.5% interest in Wind. France Telecom acquired u 18.9%
sharcholding for € 2.082 million, bringing its ownership of Wind
10 43.4%, with ENEL owning the remaining 56.6%.,

Wind is accounted for under the equity method and the
preliminary  goodwill arising  from  the acquisition of the
additional 18.9% amounis 10 € 1,994 million and is amortized
over 20 years. Following the finalization of the purchase price
allocation exercise in 2001, goodwill amounts w € 1,523 million
before the [nfostrada contribution,

TP 54

in October 2000, following an agreement between the Polish
governmem and 4 consortium led by France Telecom, Franee
Telecom acquired 25% and Kulezyk Holding, its partner in the
10% of the share
Telekomunikucja Polska SA (TP SA). Poland's state-owned

consortium,  acquired capital of
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telecommunications operator, for total consideration of € 4.5
billion, of which France Telecom contributed € 3.4 billion.
Preliminary goodwill arising from the acquisition amounts to €
2.701 million and is amortized over 20 years since October |,
2000.

This investment has been accounted for under the equity method
since October 1, 2000.

JTC

In January 2000, the consortium composced of France Telecom
and the Arab Bank of Jordan rcached an agreement with the
Jordanian government over the acquisition of 40% of the capital
of the
Telecommunications Compaeny (JTC), for US$ 3508 million

Jordanian  telccommunications  gperator,  Jordan
(€ 510 million). This acquisition was made through a holding
company, Jitco, held 88% by France Telecom and 12% by the
Arab Bank of Jordan. Goodwill amounts to € 342 million and is
This
proportionately consolidated from January |1, 2000.

amorntized over 15 years. investment  has  been

Wenadoo 1PO

On July 19, 2000, France Telecom carried out an 1PO of its
newly created wholly owned subsidiary Wanadoo with a listing
on Euronext Paris. Approximately 10% of the outstanding shares
of Wanadoo were listed through the issuance by Wanadoo of
new shares and the sale by Frunce Telecom of existing shares,
The proceeds from the offering amounted 10 approximately € 2
billion. This IPO was lollowed in October 2000 by Wanadoo's
purchase of minority interests in France Telecom Intemel
subsidiaries in Spain ond in the Netherlands in exchange for
The effeet
transactions resulted in an alter tax gain in 2000 of € 1,952

newly issued Wanadoo shares. of these two

million. As & result of these transactions, France Telecom’s

interest in Wanadoo has decreased to 88.64%.

For the vear ended December 31, 1999

Main acquisitions
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In August 1999, France Telecom and Telecom ltalia increased
their investmem in the consortium Nortel Inversora, which
controls the Argentine operator Telecom Argentina, by jointly
acquiring an additional 35% of voting rights for US$ 265 million
(€ 249 million) ¢ach. Following this transaction, France Telecom
and Telecom lalia each control 50% of the voting righis of the
congortium. This investment has been accounted for using the
propontiona) consolidation method from Sepiember 1, 1999 10
December 21, 2001, The goodwill arising from this acquisition
amounted to € 190 miilion, and was initially amortized over 15

years,

4. GOODWILL IN CONSOLIDATED INVESTMENTS

Muain goodwill arising from fully or proportionately consolidated
invesiments is as follows:

At December 31,

2001 2000
Cost'""  Accumul Net book Net book
ated value value
amaortiza
P tion

(in millions of euros)
Orange
Orange PCS 23,435 {1,565) 21,870 27.047
Orange Communications 2,554 (153) 2.40) 2,848
SA (Switzerland)
Other Orange 567 (348) 29 496
Equant / Glebal One
Equant 4,619 (5407 4,073 -
Global One 2,347 {i81) 2,166 3,833
Other  Equant/  Global 85 34) 51 16
One
Wanaduoo
Freeserve 1,980 (32) 1,898 -
Indice Multimedia 323 (12) in -
Wanadoo Espaila 328 (81 247 316
Pages Jaunes 319 (56) 263 219
Other Wanadoo KRl {130 1.1] 217
Other 1,724 {449) 1,275 997
Total IB600 (3.637) 34963 136,049

™ Goodwill denominated in foreign currency is translated at the closing

Tole.

France Telecom assesses the value in use of Crange PCS and
Orange Communicaions SA at the level of the segment resulting
from the regrouping of Orange plc and the mobile activities
formerly heid by France Telecom.
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Due w the imegration of Global One within -Equant, France
Telecom assesses their value in use on a joint basis, taking into

account their sirategic value for the group.

S. OTHER INTANGIBLE ASSETS

At December 31,

2001 2000
The value in use of Freeserve and Wanadoo Espana as well as Cost . Accumul Net book Net book
\ R . . . ated value value
Pages Jaunes and Indice Multimedia take into account their L .
(in millions ol curos) deprecia
strategic  value  within - Wanadoo's  imernet  and  directlories tion
businesses respectively. Telecormmunications
licenscs 9,548 (244} 9304 8236
Movements in net book value of goodwill is as follows: Patents and rights of
use 1,145 {363} 782 761
2001 2006 1999
Trademarks 5,051 {86) 4,965 4,602
tin millions ol curos) Market share 2,688 . 2,688 2,195
Opening balance 36,049 1,206 872 Other intangible assets
819 (369) 450 435
* Acquisitions 8,027 35,757 461
Total 19,251 1,062 18,189 16.289
o Divestitures [6.489) - (n { )
Amortizati 2.195) by 136) . N . ,
" Amoriztion ( ( ( Movements in the net book value of other intangible assets is as
« Exceprional amortization (560) - - follows:
= Trunslation adjusunent 206 4 1)
» Reclassification (165) 48 - 2001 2000 1999
Closing balance 34,963 36,049 1,206 tin millions of euros)
. . . . e . . Opening balance 16,289 925 645
The effect ol the main acquisitions is sel oul in note 3.
= Acquisitions of intangible 1,169 7.368 166
) ) ) assels
Divestments relate to the decrease in goodwill generated by the e
1PQ) of Orange and Global One's contribution to Equant. * Lffect ofacquisitions and 716 8573 I
divestilures
1In 2001, the goodwill amortization charge includes € 1.2 billion « Divestments a1 (14) .
Jatinge + Wil f - 1l e p
relating to Orange PCS and € 365 million refating to Equant and « Amortization and provisions (382) 214 62)
Global One and, in 2000, € 458 million relating to Orange PCS .
) _ « Reclossification 70 (16} (14)
for the period (rom September | 10 December 31 and € 25)
. Transiation adjustment 2 9
milhion for Global One. =TS e fejeimen 35 (333) !
Closing balance 18,189 16,289 0925

Exceptional goodwill amortization in 2001 relates to Ananova
and Wildfire (€ 211 millien) and 1o the restructuring and other
related costs for the new Equant entity (€ 349 millien) included

in the acquisition cost,

Translation adjustments result mainly from the recording in
foreign currency of goodwill relming to non Euro zone

companies.

20

«Telecommunications licenses» relutes primarily to operating
licenses of mobile networks, in particular the payments paid for
the granting of UMTS licenses:

{i) in 2001, in Francc for € 619 million (fixed payment excluding
associated costs). The duration of this license is 20 years.

{i1) in 2000, in the United Kingdom for € 6.6 billion and in the
Netherlands for € 436 million.
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«Patents and rights of user relate mainly to patents and cable

usage rights .

«Trademarks» and «Customer relationships relate mainly to the
Orange trademark and the Orangclcustomcr relationship in the
United Kingdom resulting from the purchase price allocation of
Orange ple (Note 3). The Global One rademark was depreciated
in 2001,

. PROPERTY, PLANT AND EQUIPMENT

Al December 31,

2001 000
Cuost Accumul  Net book  Net book
ated value value
deprecia
tion
(in millions of euros)
Land and buildings 11,494 {5.197) 6,301 8,348
Switching and
transimssion 24217 (16.963) 7,254 7,285
equipment
Cubles and public 20,250 (11,789) B.401 9.055
infrastructure
Other neywork
cquipment 9187  (3.822) 5,365 4.736
Computer und
terminal equipment
7,638 {4.500) 3138 3,102
Motor vechicles and 2,737 {1,528) 1,209 2,097
other
Total 75527 (43.799) 31,718 34,613

21

Changes in the net book value of property, plant and equipment

are as follows:

2001 2000 1999
(in millions of curos)
Opening balance 34623 28 964 26 577
e Acquisitions ol plant,
property and equipment 7811 6993 4 835
» Effect of acquisitions and
divestilures (1 605} 4210 133
= Salc of real estate {1963) - -
& Other retirements and sales (286} (237) (151}
® Depreciation expense
(6613} (5 509) (4 819)
» Reclassiftcation (428) {70} (25)
» Translation adjustment ~ 189 272 224
Closing balance 3L 728 34 623 28 964

In November 2001, France Telecom concluded a binding
reciprocal agreement with a consortium of real estate investors to
sell 431 office and mixed technical buildings. whereby the
partics committed to sign notarial deeds by September 30, 2002,
The notarial deeds were signed on March 12, 2002 for 242
buildings, representing 74.7% of the sales price of the
Lransaction, and the remaining deeds are 1o be signed by June 30,
2002 as the administrative issues are settled. The result on
disposal of the 431 buildings, recorded in "Other receivables”
amounts to € 2.7 billion. of which € 2 billion has been cashed at
March 13, 2002, The gain on disposal, net of costs, amounts to
€ 705 million, and has been recorded in non-operating result
(Note 25). At the same time France Telecom is committed to re-
lcase through 6-9 year leases these buildings except for cenan

ussels to be vacated in the short-term (Note 28).

In 2001, the effect of acquisitions and divestitures relate mainly

to:
{i) the first consolidation of Equant NV, for € 699 million,

(11) the equity accounting of Norel/Telecom Argentina, for € 2.7
billion,

(iii) the change in the percentage of proportional consolidation of
ECMS, for € 156 million,
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(iv) the first consolidation of Mauritius Telecom for € 120

million.

{n 2000, the effect of acquisitions and divestitures relate mainly
1o the conselidation of Orange ple for a total of € 2.685 million
und of Orunge Communications SA {Switzerland) for a total of
€ 704 million, and to Global One (previously accounted for using

the proportionate consolidation method) for € 444 million,

In 1999, the effect of acquisitions and divestitures related mainly
w the proportional consolidation of Telecom Argentina for
€ 2,278 million,

7. INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD
The carrying values of France Telecom’s investments in affiliates

are a8 follows {in millions of euros):

Company Principal % control
activities at 2001 2000 199¢
December
31, 2001
MobitCom""  Telephony 283 0 3687 -
aperator in
Germany
TP SA ™ Telcphony 339 4552 3441 -
operator in
Polond
Wind Telephony 26.6 339 201 58
Infostrada ' operator in ltaly
BITCO Mobile 49.0 460 370 -
telephony
operator in
Thailand
Radionz Financial 49.0 i - )
inforrnation
provider
PTK Mabile 340 164 60 60
telephony
operator in
Paland
Télévision Par  Satellite 150 (k3] {99 (67)
Satcllite television
(TPSY'™ packnges
FTICI Holding - - 745 586

company for
investments in
STMicroelectron

ics
Nortel / Télécom Argentina See 0 ) i
below
Other -
Companys®™ 153 251 429
Total 8912 ~||].5ﬂﬁ 1,066

(1) Relaed off balance sheet commitments are set out in Note 28
(2) Subsidiary of Equant

{3) TPS is accounted for using the equity method (25%), corresponding 1o
the direet control of the parent company, France Télévision Entreprise, in
which France Telecom has a dircct controlling interest of 65.84%. A
memomandum of undersianding 10 scfl TPS was signed with TF] in

December 2001 (Note 28).

(4) Transferred to investment sccurities in 2001 (Note 8).
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(5) These shares include notably the investment in the Brazilian operator
Intelig. whose value of € R7.8 million under equity accounting has been

wrilten down 10 zero at December 31, 2001,
Telecom Argenting

Telecom Argentina, proportionally consolidated until December
21, 2001, is equity accounted for from this date, Moreover, the
conversion of the financial statements of Telecom Argentina as
set out in Note 2, as well as the amortization of the entire
remaining goodwill iave reduced the value under equity
accounting to zero. The Argentinean peso crisis of December 21,
2001 has lead Telecom Argentina 1o designate advisory banks in
charge of setting up propositions for management of its debt. The
debt of Telecom Argentina is mainly denominated in dolbars, and
the indexation of prices to the dollar has been suppressed. France
Telecom therefore considers that the Argentinean crisis has
reduced its capacity to comrol. France Telecom nceither intends
nor is obliged to increase its commitments in Argentina. The
impact of the proportional consolidation of Telecom Argentina

unil December 21. 2001 is as follows:

{in millions uf curos) 2001 2000
Sales of services and

products 1,792 1.B18
Ebitda 641 685
Operating income 178 235
Financial charpes (128) {126)

MuobilCom

Reexamining the perspectives for the mobile tetephony market in
Germany with the presence of two dominants operators and four

entering eperators has lead France Telecom:

* To depreciate in full the goodwill, ie. €2,509 million

recorded in exceptional amonization,

* To depreciate the balance of the cquity accounting value, i.c.

€ 839 million recorded in non-operating expenscs,

3

* Finully to depreciate, as & measure of prudence, several
assels totaling € 554 million (mainly the current account of
MobilCom with France Telecom). recorded in non-operating

expenses,

Changes in investments in affiliates are as follows:

2001 2000 1999

(in millions of curas)
Opening balance 10,506 1,066 956
* Invesiments made in

affilintes including capital 1.208 9.958 302

increases '
» Contribution of LHS in

Sema Group - 348 -
» Contribution of Infestrada

in Wind 934 - .
» Eflcet of transfer to

investment secunities (786) (565) (n
* Depreciation of the cquity

accounting value of

MobilCom (839) - -
» Effect of acquisitions and

divestitures 1,326 74 (180}
» Equity in net income/(loss) (890) (275) 275

ol nffiliates
o Amonization of goodwill

(336) (126) (16}

» Excepttonal amontization off (2.697) - -

goodwill
» Dividends received from 49 () (341)

affiliates @
s Translation adjusimem '™ 437 27 87
Closing balance 8,912 10,506 1.066

0 For 2000, investments include € 2,076 million paid in 2001,

¥ Including in 1999 € 312 million of dividends paid by FTICI,
company holding indircctly France Telecom's investment in
STMicroclectronics,

®' OF which €276 million relme to the translation adjustment on the

goodwill of TP SA in 2001,

In 2001, complementary investments relaie mainly to TP SA as
sct out in Noie 3, The effect of acquisitions and divestitures show
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mainly (i) the difference arising on the revaluation of € 620
million in the equitly accounted value prior to the complementary
investment in Wind in July 2000 on the basis of fair value at that
date (Note 3}, (ii) the entry of the Radianz shares held by Equant,
for €342 (iii}  the

Nortel/Telecom Argentina.

million and equity  accounting  of

In 2000, the investments made in affiliates relate mainly 1o

invesiments  in the mobile wiephony operator MobilCom

(Germany) and the operators TP SA (Poland) and Wind (laly) as

described in Note 3.

In 1999, the main effect of acquisitions relaes 1o the Norel

Inversora  consortium,  proportionally  consolidated  from

September 1, 1999 (Note 3)

Amontization of goodwill arising on equity accounted affiliates
amounts o € 336 million in 2001 (€ 126 million in 2000).
Exceptional amortization has also been recorded for € 2,509
million relating 10 MobilCom and for € 185 million related to

NortelfTelecom Argentina.

Following this. the net book value of the principal poodwill is as
lollows at December 31, 2001:

24

At December 31,

2001 2000 1999

{in millions of curos)

TP SA 2,574 2,668 -
Wind "' 867 1,953 -
BITCO EX)| 243 -
Radianz 155 - -
MohilCom 0 2.678 -
Nortel / Telecom Argentina il - -
Other 29 39 53
Total 3,956 7,581 53

" The decrease in the net goodwill for Wind is due mainly to (i} the

impact on the preliminary goodwill in 2000 of the purchase price
allocation exercise on the assets and liabilitics acquired and (if) the
dilution effect following the contribution of Infostrada 1o Wind (Note
3.

The cquity in net incomef{loss) of affiliates is presented as

foilows:

2001 2000 1999

{in millions of euros}

TPSAM™ 65 52 -
Intelig (45) (98) (14)
BITCO (58) (h -
MobilCom ' (178) (40 -
Wind ¥ (358) (253) (138)
Nortel / Telecom Argenting (178) - -

(R}

Fr1icLs - 181 425
Other companies {138) [116) 2
Equity in nel income/(loss) (890) (279 275

of afTiliates

#+  Qwver three months in 2000 (Note 3)
' Over two months in 2000 (Note 3)
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™ As set out in Note 3, the contribution of Infostrada o Wind in July

2001 brought France Telecon's controlling interest in the new entity At December 31, At Dec
Wind/Infostrada from 43.4% 10 26.6%. 31,
' Company proportionally consolidated until December 21, 2001, 2001 2000

‘The loss under equity accounting covers the period from December
21, 2001 to December 31, 2001 and corresponds mainly to the loss

. ' L T %o Cost Provi- Net Net
:'::curd;:‘d Vb_v these companies on their dollar denominated tin millions of interest sion book book
, nrm.\smi_..s. o . ) ) curos) value valug
M neiuding € 399 million in 1999 from disposal of part of the
invesiment in STMicroelectronics (Note 3). NTL shares
18.3% 2967 (2,967 4] 2074
NTL preferred
shares
Series ! - 2938 (1.910) 1,028 2.819
Series - 771 (50%) 272 777
NTL rible
8.  OTHER INVESTMENT SECURITIES AND convertivle .
notes - 230 (161) 69 250
RELATED RECEIVABLES
Bull SA 16.9% 438 (438) 0 k3
France Telecom™s main investment securities are as follows: Bull SA other
instrurents . 33 (33) 0 13
Panafon 11.0% 35 - 35 35
Sema Group ple - - - - 565
Sprint 5.7% 306 - 306 1.617
Quoted companies 7,724 (6,014) 1,710 §,184
KPN Orange - - - - 517
Mauritius
Telecom ™! . . . . 3t0
FTIic1* 36.2% 464 - 464 -
Satelliwe
orgonizations 335 - 335 218
[$1)
Oplimus 20.0% 122 - 122 94
Cannect Austria 17.5% 112 - 112 109
Other companics 916 419 497 786
Non quoted companies 1949 419} 1,530 2,034
Total 9,673 (6433 3.240 10,218

"' 5% Cumulstive Panicipating Convertible Preferred Stocks

" $% Cumnulative Participating Conventible Preferred Stocks

™ investment consolidated from January 1, 2001

"' Transferred to Invesiments accounted for using the cquity method

then part divestment as part of the exit of France Telecom from
STMicroelcctronics (sec below).

¥ Lutelsat, Inmarsat and Intelsat,

25
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At the date of preparation of the consolidated Nnancial
2000 net

sharcholders™ equity which major quoted and non-consolidated

siements o France  Telecom, income  and

investees have made availuble are as follows:

2001
Shareholders’ Net income
cquity "' for the period
{in millions of euros) o
NTL nfa n'a
Sprint 14,315 (1.417)

nfa : not available

™ Local GAAD dota. translated at closing rote at December 31, 2001

Investment in NTL

In 1999, France Telecom acquired ordinary and preferred shares
of NTL, wlephone, internet access and cabie television operator

for € 2.97 billion and € 2 94 billion respectively.

As part of an issue by NTL in March 2000 of [.85 million
preferred shares, for USS 1.85 billion, bearing interest at 5% and
payable in preferred stoek, France Telecom together with
financial institutions subscribed preferred shares for USS 750
million (€ 777 million at the historical rate) and USS 1.1 billien
respectively. As part of this transaction, Fratce Telecom entered
into pui and call option agreements with these four Anancial

institutions, amended in Januvary 2002 (Note 28).
At December 31, 2001, France Telecom held 18.3% of the voting

rights (18.6% at December 31, 2000).

2001, linancial

institwtions and NTL agreed that these shares:

On  September 12, France Telecom, Lhe

*  may be exchangeable in whole or in part, at the choice of
France Telecom. into shares of NTL Cablecom Holding
GmbH, representing up to 50% of the share capital of the
company {this company holds the cable television activity
of NTL in Switzerland).

« may be convertible in whole or in part, at the choice of
France Telecom at March 27, 2002, 2003 or 2004 into
convertible  preferred  shares, convertible into  common

26

shares of NTL until March 2009 (unless NTL at that time
opts for cash reimbursement or defers conventibility of the
preferred shares by one year, but in no cvent later than
March 27, 2004). The number of NTL ordinary shares.
obtained through conversion of the convertible preferred
shares would be cqual to liquidation value per preferred
share (USS 1.091), divided by the weighted average share
price of the 25 days prior 10 the date the preferred shares
become convertible preferred shares multiplied by 1.25.

s arc repayable in cash on March 27, 2009 for those preferred
shares, which are neither exchanged nor converted.

In order to reduce its debt, NTL began carly in 2002 to seek a
new strategic sharcholder and commenced o process of financial
restructuring. In this context, France Telecom has decided not to
increase  its  financial commitments within NTL, and o
reappreciate the value in use of its investment on the following

basis:

s  The ordinary shares have been completely deprecisted.
representing o complementary provision of € 2,075
mitlion in 2001,

e The converiible notes have been valued on the basis of
their market price at December 31, 2001, resuhing in a

depreciation charge of € 161 million,

+«  The preferred shares have been depreciated for 65% off
their nominal value, resulting in a charge of €2,415
million. The depreciation of the preferred shares was
determined by reference to the market values of the
NTL notes. On the assumption of a favorable outcome
from the process of financial restructuring commiticd
and on the basis of the business plan presented by NTL
management, the management of France Telecom
considers that the net book vaiue of these preferred
shares corresponds to the best estimate of the probable

realizable value of its cconomic interest in NTL.

* A provision for risk of € 811 million has also been set
up on the same basis for the preferred shares held by
the financial institutions and which are subject to put

and call options with France Telecom (Note 28).
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e Different costs linked 1o this operation have also been

recorded as charges lor € 448 million,

These items have been recorded in non-operating expenses for a
Lotz of € 5,910 million (Note 235).

The management of France Telecom considers that it is not
exposed to financial risk beyond the net book value of the

investments and commitments set out above i.c. € 1,806 million.

Divestmemts in 2004

Exit from STMicroclectronics

In December 2001, STMicroelectronics Holding 11 BV (STH (1)
the holding company through which France Telecom. Areva, and
Finmeccanica held 1ogether an investiment of 43.4% of the capital
of STMicroelecwwonics NV (STM) made o private placement of
69 million STM shares, of which 39 million on behall of France
Telecom and 30 million for Finmeccunica. Following  this
placement and as part of the new agreement with Areva, France
Telecom reduced from 49% to 36.2% its holding in FTICI, the
company holding indirectly 50% of the capital of STF [l This

operation generated o gain before tax of € 1,068 million.

Stmultancous to the placement of STM shares by STH I, France
Telecom ssued notes convertible inte STM shares for a nominal
value of € 1.5 billion (Note 13). These notes sre exchangeable
from January.2. 2004 ino 30 million existing STM shares,
subject 10 subscquent revision of the exchange parity, The STM
shares underbying the notes issued have been placed under
escrow by STH Il and will be wansferred to France Telecom
through the exercise of the call options issued by STH [1. Ax pant
of the agreement with Areva, France Telecom has committed 1o
reduce its share in FTICI through and in proponion to the
number of STM shares which are transferred to holders of the

exchangeable nowes,

Under the sharcholder agreement held with Areva and

Finmeccanica, France Telecom has committed (o retaining the

balance of its indirect share in STM until the end of June 2002,
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from which dae France Telecom is entitled 1o dispuse of it
within the Jimits and conditions set out in the sharcholder

agreement.

Sprint FON

+As part of u public offering France Telecom sold its share of
9.9% of Sprint FON, the American t¢lecommunications operator,
for USS 1.616 million (€ 1,899 million} on June 4, 2001. The
pre-tax gain on this transaction {nct of exchange) amounts to
€ 181 million.

Sema Group ple

On February 12, 2001, in accordance with the agreement
reached with Schlumberger and Sema Group ple, France
Telccom contributed its investment in Sema group ple 1o the
public offer for an amount of € 931 million. The pre-tux gain on

this transaction amounts to € 401 million.

KPN Orange

In February 2001, France Telecom sold its 50% share in KPN
Orange (Belgium) to KPN Mobile for a net cash payment of €
500 million, including € 102 million for the reimbursement of
short-term borrowings., KPN Orange being reflected an fair value
in the purchase price allocation of Orange pic, this transaction
has no ¢ffect on the income before tax for the peried.

Divestitures in 2000
Telefonos de Mexico (Telmex)

In June 2000, France Telecom sold its stake of 7.1% in the
Mexican national telecommunications operator, Telefonos de
Mexico (Telmex) in the form of an international public offering
on the Mexican, American and European markets. The sales
price, net of commission and costs, amounted 1o USS 2.7 billion

(€ 2.9 billion), The net gain after tax. amounts to € 2,173 million,
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Crown Castle International Corp Group (CCIC)

British

competition

In connection with the investments made in the
tclceommunications  operator NTL, the British
authorities  (Office of Fair Trading) requested that France
Telecom withdraw from the companies forming the Crown
Castle Intemational Corp Group (CCIC) before October 31,
2000. In June 2000, France Telecom sold a first tranche of 24.9
million ordinary CCIC shares in a public offering. The sales
price amounted to USS 693 million (€ 730 million). The net gain

after tax amounts 1o € 301 million.

In accordance with the commitments given in May 2000 by
France Telecom to the British competition authoritics, those
shares of CCIC which were not sold as part of the public offering
in June 2000. were sold to o financial institution, In July 2000,
France Telecom sold 17.7 million shares. The sales price
amoumed o USS 505 million, The recognition of this sale in the
statement of income has been deferred given the conractual

commitments of France Telecom (Note 28).

Deutsche Telekom

Pursuant to the framework agreement entered into in May 2000
between France Telecom, Deutsche Telekom and Kreditanstalt
fir Wicderaufbau (KfW) 10 unwind the cross sharcholdings
between  France Telecom and  Deutsche Telekom, France
Telecom sold its 1.8% holding in Deuotsche Telekom to KfW in
December 2000, The sales price amounted to € 3.1 billion. The

net aller tax gain amounts to € 1,445 million.

9 TRADE
ALLOWANCES

ACCOUNTS RECEIVABLE, LESS

Sccuritization af receivables

In June 2001, France Telecom sold trade receivables for fixed
line welephony contracts with consumers and certain businesses in
France. This sale was made without recourse, as part of a

securitization program with a Security Fund (Fondy commun de
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eréunces). France Telecom remains in charge of servicing the
transferred receivables on behalf of the Fonds commun de

créances.

France Telecom subscribed for benefical interests in the FCC,
notably benefical interests subordinated for risk of non-recovery

of the sccuritized receivables, Such benefical interesis are

]

recorded in "Other long-lerm assets. net”. Consequently,
depreciation of such benefical interests, is presented as a
"Other

imecoverable receivables and movements in the depreciation

reduction  in long-term  assets, net". Losses on
provision for sccuritized receivables are presented  within

operating expenses.

The positive effect of li;is operation on operating cash fow
amounts in 2001 to €914 million (excluding costs of sale of
receivables — see Note 25). As a resull of this transaction, "Trade
accounts receivable” have been reduced by € 1,765 million,
corresponding o the transferred receivables, and "Other long-
term assets, net" have been increased by a net amount of € 851

million of beneficial interests in the Fonds commun de créances.

10+« PREPAID EXPENSES AND OTHER CURRENT
ASSETS

Al December 31, 2001, the variation of other receivables and
prepaid expenses is duc primarily to the different categories of
preferred shares and sccuritics with a May 2002 maturity on NTL
{€ 553 million) and Mergan Stanley Dean Witter (€ 510 million)
reccived as payment from the sale of Noos shares,

On May 18, 2001, in accordance with the apreement reached in
August 2000 with Suez Lyonnaise des Eaux, Noos' majority
sharehalder, France Telecom (i) brought its aggrepate interest in
Noos 10 49.9% in exchange for the contribution of France
Telecom's cable network infrastructure used by Noos and other
minority shares in cable operators, subsequently (i) sold its
entire interest in Noos for an amount of € 1,187 million 10

Morgan Stanley Dean Witter Private Equity and NTL
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Incorporated (respectively  22.9% and 27%). The different
categories of preferred shares and sccurities issued by the
purchasers that represent the sale price have a maturity date of
Muay 18, 2002, except for an amount of € 138 million, which is
due on May 18, 2007. As sceurity. France Telecom maintains

pledges on the Noos shares.

In the context of the NTL's financial restructuring (sec note 8),
no result was recorded from this sale of shares, and the gain
recorded at June 30, 2001 (representing € 333 million) has been

reclassified as deferred income at December 31, 2001,

11+ DEFERRED INCOME

At December 31, 2001, apart from the operation set out in note
10 abuve, this heading includes for € 634 million the effect of
spreading over 20 vears the invoicing of civil works within the

context of the contribution of ¢able networks.
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12. NET BORROWINGS

France Telecom’s net borrowings are as follows:

Nct borrowings Note 2001 2000
[in millions of curos)

Exchangeable or convertible notes 13 10,750 2,653
Other lunp-term porrowings| 14 45,389 35436
(including the portion due within

one vear)

Bank overdmfts and other short-term| 15 11,365 25,165
barrowings

Cross borrowings 67,504 63,254
Marketable securilics {1,138) (216)
Cash (2.943) (2.040)
Net borrowings (%) 63,423 60.998

(*) After taking into account the reccivable from sale of real
estate for €2,689 million {(Notc 6), the net borrowings of France
Telecom amourtt to € 60,734,

Al December 31, 2001, the contribution of newly consolidated

companies in 2000 amounts o € 38 million. Moreover,
accounting for Nortel / Telecom Argentina using the equity
method since December 21, 2001 has the effect of reducing net
borrowings of France Telecom at December 31, 2001 by

€ 2 billion.

The bond market is the main source of long-term financing for

France Telecom.

The annual weighted average interest rate of France Telecom's
net borrowings in 2001 represents 5.82% compared to 5.74% in
2000. Moreover, the weighted average spot rate of bank loans
and notes amounts at the end of December 2001 1o 5.29%
compared to 5.98% at the end of 2000
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13. CONVERTIBLE AND EXCHANGEABLE NOTES

The table below gives details of outstanding convertible or
cxchangeable notes issued by France Telecom SA at
December 31, 2001:

Origin Amount Maturity Interest Rate At December 3,
ul issucd
cirren
[33
m 2001 2000
) {in millions of curos)
Euro 623 2004 4125 623 623
FE 13322 2004 2.000'" 2030 2,030
Eure 3082 2003 2,500 3,082
Luro 3492 2005 4,000 " 3.492
liury 1.523 2004 1,000 1,523
Total convertible or exchangeable notes 10,750 2,453

1} in millions of currency

1) Bond of nominal value of € 1,000 exchungeable for Panafon
shares between Junuary 8, 2000 and November 29, 2004, nt a
ratio of approximately 70 shares per bond, this matio may be

subject to adjustment.

3 Bond of nominal value of € B00 convenible into France
‘Telecom shares between December 7, 1999 and January |, 2004
at a ratio of 10 shares per bond, thus a price of € 80 per share,

this ratio could be subject to adjustment.

4y Hond of nominal value of € 12.7 exchangeable for Orange 5.A.
shares at a ratio of one share per bond, thus a price of € 12.7 per

share, this mtio could be subject to adjustment,

5) Bond of nominal value of € 1,000 exchangeable for France
Telecom shares at a matio of 13,8889 shares per bond, thus a

price of € 72 per share, this ratio could be subject 1o adjustment.
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6) Bond of nominal value of € 1000 exchangeable for
STMicroclectronics shares at a tatio of 19.6986 shares per
bond, thus a price of € 50,765 per share, this mtio could be

subject 1¢ adjustment.

The characteristics of the exchangeable notes issued by France
Telecom in 2001 are as follows:

Notex exchangeable for shares of Orange SA

Concurrent with the sale of shares of Orange SA in February
200%, France Telecom issued exchangeable notes for € 3.1
billion. The notes. of nominal value € 12,70, bear interest at a
rate of 2.5% per annum with the first payment due on February
16, 2002 and the final payment due on February 16, 2003. Atany
time after their issue. these notes are redecmable by way of
exchange. at the option of the holder, for existing shares of
Orange SA at an initial ratio of one share for each note, subject to
adjustment on the occurrence of certain events and subject 1o the
right of France Telecom to clect to pay cash in licu of delivering

shares of Orange SA.

Notes exchangeable for shares of France Telecom

On 29. 2001,

exchangeable for its own shares for € 3.5 billion. The notes, of

November France Telecom issued noics
nominal value € [,000, bear interest at u rate of 4% per annum.
At any time after their issue, these notes are redeemable by way
of exchange. at the option of the holder, for existing shares of
France Telecom at o ratio of 13.8889 per bond (representing an
exchange price per share of € 72), this ratio being subject to
possible adjustment. Starting December 15, 2003 under certain
conditions, then unconditionally starting December 13, 2004, the
notes issued are repayable in advance at a price corresponding to

their nominal value plus accrued interest.
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Under certain conditions, France Telecom has the right to

reimburse the bond following the following terms:

- delivery of France Telecom shares on the basis of the
uxchange ratio,

- and setlement of the positive difference between the
redemption price of the bond and 99% of the market

value of the exchanged shares.

Nores exchangeuble for shares of STMicroelectronicy

Concurrent with the private placement of 69 million common
December 2001,

Telecom issued exchangeable notes for € 1.5 billion (sce note ).

shares  of STMicroclectronics  in France
The notes, of nominal value € 1.000, bear interest at a rate of 1%
per annun. Starting jununr}"l 2004 until December 17, 2004,
these notwes are redecmable for shares of STMicroelectronies at a
ratio of 19.6986 share for cach note {representing an exchange
price per STMicroelectronics share of € 50.765), this ratio may
be subject to adjustment. Starting January 21, 2004, without
condition, France Telecom can exercise its option of anticipated

repaynent.

Under certain conditions, France Telecom has the right to repay

the bond following these lerms:
« delivery of STMicroelectronics shares on the basis of the
exchange ratio,

- settlement of the positive difference between the redemption
price of the bond and 99% of the market value of the exchanged

shares

3l

14, OTHER LONG-TERM BORROWINGS

The table below presents an analysis of France Telecom's other

long-term borrowings by type, after the effects of currency

swaps:
Other long-term borrowings At December 31,
2001 2000

{in millions of euros)

Notes 38,251 19,128

Capital leases A ] 180

Bank loans ¥ 6,338 15,773

Other non-bank loans ¢! 727 355

Total other long-term borrowings 45,389 35,436
[Due within one vear {1.596} {7.542)

Other long-term borrowings excluding 43,793 27,894

current portion

1)  Primarily thc long-term portion of cash advances from

associates

2) Includes at December 31, 2000, € 10 billien relating to
the syndicated credit line of July 31, 2000, refinanced as

long-term borrowings on March 14, 2001.
The movement in notes is primarily due 1o the following:

- On March 14, 2001, France Telecom issucd international notes
for the equivalent of € 17.6 billion. The notes were issued to
refinance existing borrowings and consist of 7 tranches, of which
4 tranches are in USS for US$ 9 billion, 2 in cures for € 7 billion,
und one in GBP for GBP 600 million. The notes mature between
2 and 30 years.

- At December 3!, 2001, outstanding notes issued under the
EMTN programs amount to € £6,681 million, of which € 16,055
million is clussified as long-term debt,
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The table below presents the annual maturities of total long-term Al December 31,
Origin  Amount Matu Interest Rate

debt at December 31, 2001, excluding the shori-term ponion, al issued ity

after the efiect of currency swaps:

curren
133
I 20G1 200
{in millions of euros) 2001 2000
el fin millions of euros)

Two years 10.070 1,682

CHF 200 2002 3.250 135 131
Three years 5,405 34T —-— :

FF ™ 2,000 2002 9.000 305 305
Four years 6,223 1,590 .

FF 2500 2003 7.875 381 381
Five years 3,940 3.485

USs 1,000 2,003 US Libor 3 months+ (.25 1,135 -
Six veurs and above 18,155 17,663

Eure 2250 2003 Euribor 3 months+1"" 2,250 -
Total other long-term financial borrowings due| 43,793 27.894
alter more than one year CHF 200 2003 3.250 135 131

mny 275,000 2003  JP Libor 3 months+ 0,55 1,384 -
The 1able below sets our notes by issuer (excluding convertible

Euro 1,400 2003  Euribor 3 months -+ 0,375 1,400 1,400
or exchangeable notes):

FF 1,500 2004 5.750 229 229

copn 1 . :

Notes At December 31, Furo 3,500 2004 5,750 1.500 -
{in millions of curos) 2001 2000

JPY 50,0000 2004 1.000" 414 -
France Teiecom SA 36985 17,083

1 o]

Orange ple 164 L135 Eue  LOOO 2005 6.125 1000 1,000
Nortel / Telecom Argentina 2 - 824 Euro 1750 2005 5.000 2,750 -
Other issuers 102 86 GBP 500 2005 7.000 822 804
T § \ -
Total 328 1901 FE® 2000 2005 4,800 305 305

FF 1000 2005 1.000" 152 152
b Exctuding convertible or ¢xchangeable notes. CHF L,OOO 2006 4,500 674 -
2 Consolidiated using the equity method since December 21, 2001, uss 1,000 2006 7200 2,269 -

FF 4,500 2006 6.250 6R6 686
The table below gives detils of other outstanding nows issued FF 300 2006 3.030% unil /0801 then 46 46

H 2

by France Telecom SA at December 31, 2001, before indexed on the TEC| 0%
consideration of the impact of interest or currency swap EF'Y 6000 2007 5.750 515 915
agreements;

_!EEO_ 3,500 2008 67501 3,500 -

FF ' 31.000 2008 5.400 457 457

FF 900 2008 4.600% until 13/03/02, 137 137

then TECLO™
less 0.675%
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At December 31, 2001, borrowings also include the bond debt of
Orange ple:

FE 200 2008 10.165%, 30 30
less 3 month PIBOR
USs 500 2008 6.000 567 537
e LS00 2009 TEC 10" 219 229
FE™ 3.000 2010 5.700 457 457
Euro 1400 2010 6.625 1,400 1,400
uss 3.500 2011 7.750"" 3,97 -
Gip 600 2011 7.500"" 986 -
GuP 450 2020 7.250 740 A
uss 2,500 203 8.500" 2,837 -
Loans maturing in 2001 6,692
Currency Swaps (231) (59)
Total other notes 36985 17083
1y In millions of currency.
2 With a rcdcmplinn.prcmium indexed on the value of the

Company's shares, capped w1 100% of the share value at issue, and
covered by a swap of the same amount, which indexes this debt on

PIBOR.

k] TEC10: variable rate with constant 10-yenr maturity, determined

by the Comiré de Normalisation Obligataire,

3y Notes with coupons subject to tevision in case of changes in

credit ruting.

5} These loans, initially denominated in FF, have been convened

into curos,

At December 310 2001, France Telecom SA notes are repayable
at due date, and no specific guarantees have been given in
relation to their issue. The outstanding notes of France Telecom
SA at December 31, 2001 have not been guaranteed. Centain
notes may be repayable in advance. at the request of the issuer,
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Origi Amoun Maturit Intercs Au 3l
nal tissued ¥ tRate December
curre
ncy
2001 2000
) fin millions  (in millions of
of euros) curos)
Uss 197 2006 B.75 224 213
GBP 197 2008  8.63 324 316
Us$ 18 2008 8.00 21 19
Euro 94 2008 7.63 94 94
GBP 150 2009  8.8% 247 240
Uss 263 2009 9.00 298 282
Currency Swaps (44) {29)
Total 1,164 1,135

15. OTHER SHORT-TERM BORROWINGS

The table below presents an analysis of France Telecom's other
short-term borrowings by type, afier the effects of currency

SWaps:

Other short-term borrowings At December 31,

201 2000

(in millions of eurps)
Short-term notes and commercial
paper’” 2369 10,129
Bank loans 7.619 13,603
Overdrafts 995 794
Other loans 382 639

11,365 25,165

Total

" The bolance at December 31, 2001 includes only short-term notes.

Interest rates on France Telecom’s shori-term bomrowings are
gencrally based on French and foreign (essentially U.S.} money
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market rates. The weighted average interest rate on negotiable
bills and bank loans (after taking into account the cffect of
interest rate hedging insiruments) amounts to 4.38% at December
31. 2001, compared 0 5.68% at December 31, 2000,

At December 31, 2001, France Telecom had the following

bilateral and syndicated credit lines:

At December 31, 2001

Origin  Amounts  Equivalents  Amounts

al in in mitlions of  drawn in
{in millions of curos) curren  Currency euros millions

oy of curos
Bilateral credit lines
Long-tem uss 245 289 221
Long-term ™! Luro 7 7 6
Long-term CHF 9 26 26
Court term ' Eura 1.055 1.055 -
Bank overdrafis Euro 150 , 150 -
Syndicuted credit lines
Langeterm MC™ 15,000 15,000 5.200
Long-term MC 1,400 1,589 1,550
Long-term ™ GBe 1,599 2,628 2,545
Long-term ™ BEF 18,000 446 367
Long-tesm DEM 28 111 93
1y The weighted average mawrity of these long-term credit lines is

1.31 years for France Telecom SA.

) MC = Multi-currency ficilitics, denominated in USS equivalents,
3 MC = Multi-curency  facilitics, denominated in  Euro
cquivalents,

LH Syndicated credit line of € 30 billion negotiated in relation with

the purchase of Orange ple was reduced to € 15 billien,

5) Al Decembrer 31, 2001, the emounts drawn against these credit

lines are classified in long-term debt.

On February 14, 2002, France Telecom negotiated a € 15 billion
multi-currency syndicated credit line replacing the credit line
negotinted in relation with the purchase of Orange ple. This

credit line is composed of two tranches:

- Tranche A of € 5 billion, with ont year maturity and one vear
term-out, thus a total of 2 years following closing date.

- Tranche B of € 10 billion, with 3 year mawrity.

When this syndicated credit line was obtained, France Telecom
commilted o maintain certain financial ratios wsing EBITDA,

interest expense and net borrowings.

16. EXPOSURE TO MARKET RISKS

Market risk management

In connection with its industrinl snd comunercial activities,
France Telecom is exposed 1o various types of market risk
related to the munagement of the cost of its debt and the value of
certain foreign currency denominated assets (foreign investment
securities). Based on an analysis of its overall risk ¢xposure,
primarily due to changes in interest rales and cxchange rates,
France Telecom uses a variety of derivative financial instruments
within limits set by management as (o their potential impact on
the statement of income, with the objective being to optimize the

cast of financing.

France Telecom distinguishes between three different types of
use of derivative financial instruments:

Long-term debt rate risk management

France Telecom aims to balance its long-term debt portfolio
between fixed and variable rate instruments in Eutos so as w
minimize the cost of financing, and uses firm and optional
interest rale instruments (swaps, future, caps and floors) within

limits established by management.

The following table analyzes long-term debt by interest rate,
including all exchangeable and convertible notes and other long-
term debt, with the short-term portion, teking into account the

effect of interest rate and currency rate swap agreements:
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December 31,

o 2001 2000
tin millions of euros)
Notes and bank loans '
Less thun 5% 15377 3,490
Hetween 5 and 7% 18,717 5.681
Hetween 7% and WA 6,708 5748
Greater than 954 322 394
‘Total fixed rate (Weighted average 41,124 15313
spot eate: 5.51% at 31/12/01: 6.33%
1 31/12400)
Total variable rate {Weighted average 14,942 22,596
spot rate: 4.70% at 31412001 5.75%
as 31712760)
Total bank loans and notes 56,066 37909
(Weighted average spot rate:
5.29%at 31/12/01: 5.98% at
J/12/00)
Capital leases
73 180
Total long-term borrowings 56,139 38,089

" Long-term debt including convertible and exchangeable potes.

The interest rale swaps at December 31, 2001 included in the

table above are as follows:

Swon to cover long-term debi Nominal

in millions of

Curos
Swaps paying fixed rate and receiving variable rate 12,028
Swaps paying varisbte rate and receiving lixed rte 7.106
Swaps paying variable rote and receiving variable rate 1.114
Swaps of structured issues against variable rate 391

Interest rate swaps are used to cover a part of France Telecom's
future bond issues. At December 31, 2001, €300 million of
forward fixed rate swaps is available Lo France Telecom 1o cover
fulure notes issuc at variable rate as well as € 2,250 million of

fixed rate swaps covering future bond issues at fixed interest rate.
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At December 31, 2001, a notional amount of € 394 million of
swups not qualifying as hedges for accounting purposcs is
available to France Telecom. These swaps were accounted for

using the method described in Note 2.

Short-term debt rate risk management

France Telecom munages ® treasury position as cither lender or
borrower depending on cash flows provided by operating cash
flows and maturitics of long-term debt. France Telecom
periodically reviews its projected short-term debt position and
may use derivative interest rate instruments (future rate
agreements, short-term swaps, EURIBOR contracts and interest
rate collar agreements) to cover this position against unfavorable

chunges in interest rales.

At December 31, 2001, the derivative interest rate instruments

covering the shon-term debt interest rates are as follows:

Notional amount in
millions of curos

Short-lcrm swaps allocated 1o short-terin notes 1,170
issued

3 month Euribor contract {Maturity March, June, 22,822
September 2002) ™

Sale of optien on 3 month Euribor contract 5,500
{Maturity March, June, September) ™

Sale of 3 menth Euwrodellar contract (Marurity 1,702
March and June)

Raote collar (purchase of cap/sale of floory M 1,500

' The interest mte collor agreements and the future sales contracts

hedging the future short-term debt interest rates have not been
qualificd as hedging instruments. The accounting method of these
instruments is deseribed in Note 2.

Forcign currency risk management

The activities of France Telccom abroad are carried out by

subsidiaries operating essentially in their own countries.
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Thetefore, the exposure 1o foreign cumency risk on these
commercial operations s limited. France Telecom primanly
hedges the nisk related to the issuance of foreign currency notes
and on certain assets in foreign currency notably cenain non-

stratepic investments.

[n order W take advamage of opponunities Lo reduce the cost of
burrowings, debt instruments may in some cuases be initially
contracted in foreign currencies. They are generally converted
into Euros immediately through the use of currency rate swap
agreements in order to reduce France Telecom's exposure 10

foreign exchange risk.

Long-term borrowings by currency, taking into account the effect

of currency swip contracis, is as follows:

At December 31,

{in mitlions of curos) 2 2600

furo 43,632 26,755
GRP 5335 5378
Uss 5859 5.463
Other currencies 1.313 493
“Total long-term borrowings 36,139 38,089

The borrower position in foreign currency detailed above is due

o

- borrowings of the subsidiaries in the currency in which they

operitle:

- France Telecom's foreign currency debts used to finance the
subsidiaries’ operations in this same currency, or hedging assets

in this currency.

At December 31, 2001, France Telecom SA hedged asscts in
foreign currency through a bomower position and currency
options of an amount equivalent to € 2,590 million. At December
31, 200¢t, France Telecom was exposed to foreign currency risk
due 10 & non hedged foreign currency borrower position for an

amount equivalent to € 3,159 million.
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The following table gives, for the off balunce sheel instruments

(currency swaps, foreign exchange forward contracts and
cutrency options) held by France Telecom group. details on the

currencies to be delivered and to be received:

Amounts in millions of currency
(1) EUR Uss JPY GBP Other
currencics
2)

Asset  leg  off 685 6,002 1447300 600 293
currency swaps
Liability  leg  of] (11.285) (14) 0 (361) (577)
CUMENCY SWwaps
Currency W be 604 1 ) 1,084 664
received an
forward cumency
coniracls
Cumrency  to be|  (3,055) {248) 0 (194} (243)
delivered on
forward  cumency
contracts
Currency oplions 1,485 | (15060 ¢ 0 ¢

(1) = Positive values indicate the currencies to be received and

negative values indicate the currencies to be delivered.

(2) - In Euro equivalent.

Credit risk management

Financial instruments that potentially subject France Telecom 1o

risk  consist
bills,
accounts receivable and financial instruments used in hedging

concentrations of credit primarily of cash

equivalents, negotiable marketable  securitics, trade

activities

France Telecom does not consider itself exposed 1o a

concentration of credit risk with respect to trade accounts

receivable duc to its large and diverse customer base (residential,
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professional  and  large  business customers) operating  in

numerous industries and Jocated in many regions and countries.

France Telecom places its cash ecquivalents and marketable
securitics with a number of very highly rated financial
institutions and industrial groups. France Telecom contracts
interest rate and foreign exchange instruments with major high
credit qualivy financial instilutions. France Telecom does not
believe that there is a significant risk of nonperformance by these
counterpartics because it continually monitors their credit ratings
and limits the financial exposure to any one financial institution,
For cach financial institution, the maximum loss in the event of
nonperformance is determined based on the notional amounts of
interest rate and foreign exchange contracts outstanding and
cecfficients, which take into account their nature and remaining

duration.

Individual limits arc ecstablished based on the counterpartics’
credit rating and ner assets. Contracts with a duration of more
than one year can in principle only be entered into with financial
institutions having a credit rating of an least AA-/Aad from at

least two credil rating agencies.

Notional amownts of derivative financiel instruments

Fhe contract or notional amounts shown below do not represent
amounts exchanged and thus are not a measure of the exposure of

France Tetecom through its use of derivatives

At December 31,

(in millions of curos} 2001 2000

Interest rate caps 1.541 968
Imerest mie collars (caps and 1leors) 1.500 562
Interest rie swaps 24,953 10,712
Currency swups 12,567 5471
Forward curmency contracts 4,143 5416
Currency options 1,702 2,149
Fulures 24524 8,550
Options on futures 5,500 -
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17 « FAIR YALUE OF FINANCIAL INSTRUMENTS

The principal methods and assumptions used to estimate the fair
value of each class of financial instruments are described below,

For cash and cash equivalents, trade accounts reccivable, bank
overdrafls and other short-term borrowings and trade accounts
payable, France Telecom considers their carrying value 1o be the
most representative estimate of market value, due to the shon-

term maturity of these instruments,

The market value of non-consolidated marketable securities and
unrestricted investments in quoted companics has been estimated
bascd on quoted market prices at December 28, 2001. For other
investments, France Telccom considers, using available
information, that their market value is not less than carrying

value,

At December 31,

(in millions of curos) 2001 2000
Financial instruments Carryin Fair Carryin Fair

(assets) ¢ value value g value value
Marketable securities

1,138 1,138 216 216

Non consolidated investiment

securitics and related

receivables 3,231 6,467 10218 11,357
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The market value of long-term debt was determined using:

- the present value of future cash flows, discounted using rates
December 28, 2001 for

instruments with similar terms and maturitics;

available 10 France Telecom at

- the quoted market value for convertible, exchangeable and

indexed notes

At December 31,

{in miliions of euros) 2001 2000
Financial instruments Carryin Fair Carryin Fair
thabilitics) ¢ value value £ value value
Bank vverdralis and other
shoet-teem loans ' '
11.365 11368 25165 25,168
Longstermm borrowings ¢
56,139 57598 38089 15596

1Y Afier taking into account the effect of currency swap contracts,

21 The uccounting and market values presented exclude accrued

interess.

The fair values of currency exchange and interest rate swap
contracts were estimated by discounting the expected future cash
Nows using market exchange rates and related interest rates a

December 28, 2001 over the remaining terms of the contracts.

The fair value of over-the-counter oplions was estimated using

option pricing wols recognized by the market,
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At December 31,

(in millions of euros) 2001 2000
OIT balance sheet Carryin  Fair  Carryin  Fair
financial instruments g value value £ value value
n
Interest rale caps 5 {3 7 €
Interest rale collars (caps
and floors) - g - (2)
Intercst rate swaps {31 (259} ] (i
Cutrency swaps 235 338 (146) (157)
Forward currency .
commcls 42 43 (237) (237)
Currency options (72) 21N - (170)
Fulures & (N - -
QOptions on lulures (21 (21} - (5)
Total (129) {117 (370) {676)

13 Murket value of swaps includes acerued interest.

2)  The carrying value of of balance sheet derivative instruments
includes acerucd interest, discounts and premiums paid for or
received, as well as exchange differences already accounted for
in France Telecom's books. The dilference between accounting
and markel values represents the unrealized gain or loss on ofl

batance sheet derivative instruments,
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Pension plans and other long-term liabilities are as follows:

Eariy retirement plan

3479 616 4,095 4,149

Post retirement

benefits other than 143 6 149 140

pensions
Retirgment

indemnitics 151 24 175 133
Long-term deferred
1ax 330 - 330 830
Provision fur Equant 2,077 - 207 -
CVRs
P'rovision fur the Bl - 811 -
commitment for NTL
preferred shares
Other lang-1eem
liabilities 1,672 83 1.755 509
Twal 8.663 729 9.392 5.761

13 The current portion is included in «current liabilities»,

2) Nowe 26

Early retirement plan for French civil servants

The actuarial cost of the carly retirement plan described in Note
2. and the sensitivity of this cost to the success rate of the plan

are as follows:
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At December 31,

2001 2000
Portion  Portion less  Total Total
more than ane
(in millions of curos)  than one year "

year

At December 31,

201 2000

Plan data (in mitlions of curos)
Actuarial value of the plan at the beginning

of the year 4,422 4,935
Actuarial adjustments 51 55

23
Discounting eflcct 229 237
Payments made (492) (404)
2

Actuarial valuc of the plan at the end of the 4.611 4.823

year
Actuarial adjustment not yel amortized (316} (674)
Accrued carly retirement liability 4,095 4,149
Assumptions
« Success rate 94% 94%
* Discount rate 5% 5%
Analysis of the charge for the year
Discount charge 229 237

2 2

Amonization of octuarial adjusiment 210 220
Charge for the year 439 457
Effect of » change in the success rate of
the actuarial liability at December 31
® 5% increase 270 296
v 5% dccrcnsc- (222) (246)
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Actuarial assumptions have been reviewed on the basis of trends
noted at the end of 2001, The discount rate of the plan for 2002
and the following years remains unchanged at 5%, and the
success rate remains unchanged compared to 1999 and 2000.

The impact of the revision of actuarial assumptions is accounted
for as described in «Early Retirement Plan for French civil
servantsy, Note 2. A charge of € 210 million was recorded within

«Special items, net» in 2001 (Note 24).

Early retirement payments made under the plan sinee its
initimion on September 1, 1996 amoumt 10 € 1,743 million
(including € 492 million in 2001}, covered by an equivalent

cumulative reversal of provision at December 31, 2001,

Post-retivement benefits other than pensions

The actuarial liability for post-retirement benefits of € 149
million at December 31, 2001 (€ 140 million at December 31,

2000 has been determined using a discount rate of 5%.
Lquant CVR provision

As described in Note 3, the amount of € 2,077 million covers the

maximum payment risk of the CVR.
Provision of commitment related 10 NTL preferred shares

As described in Note 8, the amount of € 811 million covers the
risk of Joss on the call and put options contracied with financial

institutions.

Orher long-term liahilities

In 2001, the other long-term liabilities include:

- fixed asset supplier payables for € 209 million:
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- deferred income for a total amount of € 160 million relating to
Orange plc. Deferred income relates to the net credits arising
from in-substance early extinguishment {«in  substance
defeasance») of drawdowns under finance leases {Note 28). This
is amortized 1o the stalement of income over the lease term on a

straighi-line basis;

- debt for an amount of € 690 million related 1o a sale operation
entered into with a bank of future France Telecom receivables
from the French State related 10 years 2002 1o 2008, The
commitments made by France Telecom are described in note 28;

- Orange SA's vendor financing amangements with cquipment

manufacturers for the construction ol the UMTS nctwork, as

follows:
At December 31, 2061
Origin  Maturity Equivalent in Amounts
al millions of drawn
curren euros in milllons of
cy euros
MC 2003 270 234
(1
Eure 2004 470 -
GBp 2064 10 -
Total 750 234

(1) Multicurreney in Euro equivalent

19. OTHER CURRENT LIABILITIES

At December 31, 2000, other current liabilitics included:

- the debt related to the acquisition in 2000 from
Deutsche Telekom of its investment in Wind settied
in July, 2001(€ 2.4 billion):

- the payable to E‘.On. related to the acquisition of
Orange Communications SA (€ 1.0 billion) settled
through Orange SA shares in the six months ended
June 30, 2001. Upon wransfer of the shares in 2001,

put and call options were entered into {Sec Note 28);

= the security issued in favor of Vodafone following
the purchase of France Telecom shares in August,
2000 in connection with the Orange ple acquisition
(€ 2.2 billion)}, settled in March 2001,
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Settlement of these liabilities during the year explains the

movements  between 2000 and 2001 of the other current

liabilities.

20. MINORITY INTERESTS

Changes in minority interests arc as follows:

2001 2000 1999
tin miltions of euros)
]
Opening balonce 2.036 1,369 79
* Resalt for the year (714) (52) {198)
+ Issuance of share capital to
minority interests
74 299 134
+ Effect of acyuisitions and
divestitures 6,802 386 646
+ Appropriation of net result
(128) 210 (70
¢ Translation adjustment 31 113 79
* Other changes - 134 -
Closing balances 3.101 2036 1369

In 2001, the effeet of acquisitions and divestitures relate mainly
to the public offering of approximately 13% of the capital of
Orange. the Equant/Global One transactions and the dilutions in
Wanadoo for the Freeserve and Indice Multimedia acquisitions
(see Note 3), as well as Nortel/Telecom  Argenting being

accounted for using the equity method.

At December 31, 2001, minority interests relate to Orange SA
and its subsidiary for an amount of € 4,204 million, to the
Equant/Global One group for € 1,532 million and to Wanadoo
for € 1,507 million.
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21 * SHAREHOLDERS' EQUITY

At December 31, 2001, the share capital of France Telecom
1.153.831,943

ordinary shares of par value € 4. For the year ended December

amounts to € 4,615327.772 and comprises

31, 2001, the weighted average number of ordinary shares in
circulation amounted 10 1,103,126,514 shares and the weighied
average number of ordinary and dilutive shares amounted to
1,176,996,343 shares.

The «FT laws provides notably that the French State remains the
55.5%

Telecom’s share capital at December 31, 2001.

majority sharcholder. The State owns of France

Changes in share capital

During 1999, France Telecom performed two capital increases,

as follows:

s The conversion of the share capital into Euros. giving 3
nominal value of € 4 per share, through incorporation of

reserves for € 193 million;

* 1,340 ordinary shares were issued as part of the conversion
right of convertible noles open since December 7, 1999, for
€ 107.200, including premium.

In 2000, France Telecom :

« increased its share capital through the issuance of
129.201.742 new shares with par value of € 4, representing
€ 516,8 million, in connection with the acquisition of
Orange plc from Mannesmann on August 22, 2000. The
premium attached to each share issued amounted 1o € 136.2,

and totaled € 17,5973 million;

* issued 14,300 ordinary shares as part of the conversion right
of convertible notes open since Becember 7, 1999 for € 1.1

million, including premium.

In 2001, there have been no operations on share capital,
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Convertible notes

In 1998 and 2001, convertible notes were issued for a total
amount of € 5.5 billion (See Note [3), The maximum number of
shares 1o issue upon conversion or exchange s respectively 25.4

million and 4.5 million.

Through the powers vested in it by the Annual General Meeting
of June 21, 2000, the Board of Directors of France Telecom has
the authority for 26 months from such date 1o issuc shares or
instruments giving access to France Telecom share capital. The
cumulative nominal amount of share increases including both
newly issued shares or shares issuable upon conversion or
exercise of securities and the aggregaie cumulative nominal
amouni of debt instruments may both not exceed € 900 million.

No issues have been made in 2001 under this authority.

Purchase of the company’s own shares

At the Ordinary and Extraordinary General Meceting held on May
31, 2001, the company's sharcholders authonzed the Board of
Directors to purchase France Telecom shares representing up to
10% of the capital. At December 31, 2001 France Telecom held
48.5 million of its own shares, for a gross amount of € 5,002
million. representing 4.2% of the share capital. At December 31,
2000, France Telecom held 15.4 million France Telecom shares

(representing 1.3% of its share capital).

During the year ended December 31, 2001, France Telecom
purchased 64.6 million shares at an average price of € 103.37.
The acquisitions result mainly lrom two purchases in March
2001 concerning 64.1 million shares for an amoumt of € 6.65
billion in accordance with the agreement signed on February 28,

2001 between France Telecom and Vodafone (Sec Note 3).

During the year ended December 31, 2001, France Telecom sold
31.5 million shares at an average price of € 56,71, including the
contribution to the SITA foundation of 30.9 million shares for the

ucquisition of Equant (See Note 3). The result of these sales is
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offset against conselidated reserves for an amount of € 1271

million. net of tax (€ 778 million).

The purchasc on March 25, 2002 of the remaining France
Telecom shares held by Vodalone (Sce Note 28) will reduce
sharcholders' equity by € 4.9 billion. Additionally, if France
Telecom or Deutsche Telckom excrcise their cross options (See
Note 28), it would have the effect, on the basis of quoled market
value of France Telecom shares at December 28, 2001, of

reducing sharcholders' equity by € 920 million.
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The table below sets out main operating indicators per

segment for the last three ycars:
22 « SEGMENT INFORMATION

As a result of the reorganization in 2001 of its global

Orange Wanadoo  Flaed line,  Fixed lne, Elinsne- Total
scrvices to businesses under Equant and of the voiceand  voleand  llomxend  France
duis duta oiher Tedecom

reorganization in 2000 of its mobile telephony

unice in services -

activitics under Orange SA and its consumer Internet {im calliuma of et France  Internatie
activity under Wanadoo, France Telecom has redefined ik
its segments as follows: Al December 3, 2001
s The scgment "Orange” includes worldwide mobile Tutal Sales 15,087 1561 pant' g wowy  anne
telephony services, in France and the United EBITDA 3288 14) 7802 I.ibs 9 1230
Kingdom, as contributed to Orange S.A. in 2000, toepreciacion and ks o At LA G s
including Orange plc from its date of acquisition amurtization
by France Telecom (i.c. for 4 months in 2000). Opesating incoms
before specinl items 1.440 (153 4457 (250) (#4) e
e  The segment "Wanadoo” includes Internet Access,
. . - Purchase of tangibd
Portals. e-Merchant, Directorics and Application remse st
arul intangible dsyets @
Service Provider (ASP) activities contributed in
., - UMTS liconses R73 . . - - A7)
2000 10 Wanadoo S.A.
- excluding UMTS Lisk 11 2,718 1,90 - 09
» The scgment "Fixed line, voice and data services licenes
in France” mainlty includes the activitics within Average number of .97 e G L - 206,184
i
France as an operator of fixed telephony. data —smployees T

transmission. broadcasting and cable television.

+  The scgment "Fixed line, voice and data services -
International” includes the samce activities outside
France {notably Equant).

France Telecom segments may evolve in the future,
along with France Telecom's strategic choices. France
Telecom evaluates the performance of its segments and
allocates its resources based on EBITDA results, which
represents the operating income before "specific non-
recurring items"” and "depreciation and amortization”.

The "Elimination and other items"” column includes
inter-segment transaction climinations and other non-
material  reconciliation items to France Telecom
financial statements,
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Orange  Wanmdoo  Fxedline,  Flaed  Ellmina-  Torl The "Fixed line, voice and data services" segment -owtside of
rolcesnd  fine.  tioassnd  France France includes Equamt for the last six months of 2001. On a
dara services wolce other Telecorm
o |nFrance  and date scope comparable to 2001 (pro forma), the sales, EBITDA and
{es milbiona af el . . - . [y . . N
services operating income before special items of the "Fixed line, voice
. :‘ . and data services" segment outside ol France for 2000 would
nicrnni
onal have represented respectively € 6,988 million. € 1.235 million
and € (12} miltion.
Al December M, 2000
Tolal Sales 9025 Ll 20.793.""! 593 (3,191)  336M
EBITDA 1,668 o7 R1a2 1.044 0 10K07
Uepreciatinn amd (1.018) I (3.316) (07 @y (373) Geographical breakdown
amurtizalion
Operating incurme hetore Year ended December 31,
il 431 1l 4,626 {29} {20% 5081
special itenis
(in millions of 2001 2000 1999
Purchase ol Langibke and curos)
miangshle assets 5
Sales 43,026 33,674 27,233
- UMTS licemaes TiH 7668
France 27,626 24,986 23,753
- excludmg UM TS 1444 o 2,363 2,1 @ 7248
Jicemses Other 15,400 8.688 3.480
17.163 3467 138,854 8,187 188, Kbt .
Avgnige nunber o} Fixcd assets®" 49,917 50,912 29,889
cmpluvies ¥ N
France '™ 20,431 22,171 22,882
Al Deccinber 31, 1999
Other 29.486 28.741 7.007
2447 Kip 0,704 1713 184 27238
Tutal Sales
- 761 of R427 155 9613 W tangible and inangible, excluding goodwill.
H 4
{71%) an (3,711 (44d) 17 (3,885 ¥ includes all shared newwork structures, notably the Luropean
Depreciaton and
. backbone.
arfartizatinn
Upesating income hefare
special ttems 13 o 4716 e 17 47R
'urchase of tangihle and 23 PERSONNEL COSTS
intangibie sty 1408 43 2,530 LOIK (19 5.001
2,061 3301 144,959 16,768 011126z

Averge numtws of

cmpluwcs‘:'

From Januery 1, 2001, sales for the fixed:line activity of France Telecom

includes income from fixed-line to mobile calls invoiced 10 fixed-ling

subseribens.,

i Average full ime cquivalents

Sales, EBITDA, and operating income before special items of the
Orange segment in 2000 includes Orange plc and its subsidiaries
for 4 months. On a scope comparable to 2001 {pro forma), the
sales, EBITDA and operating income before special items would
have represented respectively € 12,059 million, € 1,765 million
and € 383 million for 2000,

44

Year ended December 31

{in millions of euros, except 200 2000 1999
number of employees)

Average headeount (full time 206,184 188.866 174,262
cquivalents !

Personnel costs '

» Wages and salaries 6.88% 3,993 5177

s Social charges 2,593 2406 2,212

9.482 8.399 7,389

Total
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Of whom approximately 51.6% were French civil servants at
Becember 31, 2001,

Excluding early retirement plan for French civil servants and
emplovee profit sharing

SPECIAL ITEMS

Year ende December 31

2001 2000 1999

(in millions of ¢uros)

French carly retirement plan '

i (225) {238)

See Note 18,

OTHER NON-OPERATING INCOME (EXPENSE),

[n 2001, the other non-operating income (expense) relates maindy

B

non-operating expenses for a total amount of € 9,380
million (€ 7.882 million, net of tax) of which (i) € 5.910
million (€ 4,581 million net of 1ax) relate to the
valuation allownnee on NTL's common and preferred
stocks as described in Note 8, (i) € 2,077 miliion
(€ 2,077 million, net of tax) relate to the provision for
losses and charges on the Equant CVR (see Note 3 and
Note 17) and (iii) € 1,393 million (€ 1,224 million, nel
of 1x) relate 10 MobilCom (see Note 7);

us well as other non-operating income {expense) set out

below:
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Year ended December 31

2001 2000 1999

{in millicns of euros)

Gain or loss on divestment ' 2576 3.544 603
Dividends received 262 255 180
Dilution resuli © 1,993 2,096 -
Other provision movements " (694) (3.931) -
Cost of sate of receivables (503) - -
Other (158) (7) (16)
Total 3476 3,957 767

mn

o

L]

Includes in 2001 the result of the divestments of investments in Sema
Group ple (€401 mitlion}, Sprimt Fon (€ 18] million) and
FT1CISTMicroclectronics {€ | 068 million) as well as a gain of
€ 482 million following the determination of the fair value of Global
One in the context of Lthe contribution of Global One to Equant.

Also includes € 705 million relating to the gain on sale of office and
mixed technical buildings to a consonlivm of investors in 2001 (Note
6},

Morcover, due 1o the provision recorded at December 31, 2000, the
IPO of Orange SA did not have a significant incidence on the non-
operating result

Includes in 2001 a gain of € 1 086 million related to the Indice
Mulimedia and Freeserve transactions and o gain of € 934 million
following the contribution of Infostrada 10 Wind (Note 3),

In 2001, 1the other movements in provision relate muinly Lo

- a net reversal, for € 396 million in the provision set up at
December 31, 2000 for the Equant/Global One operation,

- a provision of € 134 million relating to TE.SA.M.

- provisions relating o the realizable value of certain non
strategic foreign subsidiaries including € 141 million relating
to Intclig.

including € 419 million relating o the sale of the camy back
receivable (Note 26) and € 79 million relating to the Securitization of
receivables with a Fonds Commun de Créonces,

26 « INCOME TAXES

France Telecom files a consolidated tax return for all
French subsidiaries owned in cxcess of 95%.
Following the Orange public offering, Orange SA and
its French subsidiaries are no longer in 2001 within the
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scope of the France Telecom consolidated tax regime
but have their own tax regime starting in 2002,

Following the Wanadeo public offering in July 2000,
Wanadoo SA and its French subsidiarics have their
own consolidated tax regime from 2001 onwards.

Income before income taxes. minority interests and
goodwill amortization of the companics and equity in
net result of affiliates is as follows:

Year ended December 31,

{in millions of curos) 2001 2000 1999

French companics (2.938) 7.423 4,885
Foreign companies (2.310)  (1.135) (641)
Total {5.248) 6.288 4.244

Income tax for the year is the result of the application of the
forecast vear-vnd effecuive tax rate on the result before tax at
December 310 2000, Deferred taxes are based on determined tax
rates, i.e. 36.43% for 2001 and 35.43% for 2002.

In 2001, France Telecom SA and companics within the scope ol
its consolidated tax regime recorded a significant tax loss, which
is mainly due to the Orange capital public offering and to the sale
of France Telecom shares to SITA as part of the purchase of
Equant. A carry back of € 1.630 million and a loss carry-forward

ol € 2,231 million resulted from this tax loss.

2001, sold

Government receivables to a financial instivution:

In December France Telecom the  following

¢ o receivable of € 235 million resulting from the
option of carrying back the 1ax loss related 1o fiscal
year 2000,

* A receivable of an cstimated amount of € 1,471

million tesulting from the option of carrying back
year 2001, As
compensation, France Telecom received notes worth

the tax loss related to [iscal

€ L1 million.
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Non transferable tax loss carry-forwards gave nise to the'
recognition of a credit of € 1,453 million in the statement of
income related to creation of a deferred tax asset, with € 778
million recorded directly against consolidated reserves for the
pan resulting from the tax effect of the sale of France Telecom

shares (see Note 21).

France Telecom considers that, on the basis of budgets and
strategic plans of France Telecom SA and of the companies
within the scope of its consolidated tax regime, (i) no current
income lax will be due before 2009 by France Telecom SA's
consolidated tax regime, (i) the recognized deferred income tax
assel resulting from France Telecom SA's loss carry-forwards
will be recovered through taxable prolits expected for future
fiscal years in its activitics as fixed line operator in France,
activities histerically profitable, Moreover, due to these results
and to the wx method of reputed deferred amortization
(umortissements réputés différés), the pant of the loss carry-
lorwards that cannot be carried forward indefinitely under French
1ax law, should be entirely used within the 5-year fegal limit. The
remainder of the loss can be indefinitely carried forward. On this
basis net deferred tax assets are estimated € 3.6 billion at the
end of 2006.
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[ncome 1axes can be analyzed as follows:

Income {charge) Year ended December 31,
(in millions ol curos) 2001 2000
- France Telecom SA 1,630 76
Carry-back
- Other [T8E) (1,666}
Current 1ax B32 (1,590}
- France Telecom SA 1,453 -
tax loss carry
forward

- Discounting charpe
for entities of the tax (750) -
group France
Telecom SA

- {nher 1.387 277
Deferred taxes 2,090 277
Total tures 2.932 (1313

The reconciliation between the French statutory tax rate
and the effective rate of income tax credit/ expensc is as
follows:

Income (charge) Year ended December 31,

tin millions of curos) 2001 000
Legal tax rate 36.43% 37.76%
Theoretical tax 1912 (2.374)
¢ Penmanem differences 2846 1,433
* Losses from subsidiaries

not included in the French

consolidated tax regime (1.826) (1,154)
* Effect of reduced tax mte - 782
Effective tax 2932 (1,313

Permanent differences lor Niscal year 2001 are mainly impacted
by (i) the difference between book value and tax value of the
Orange SA shares sold in the [PO, (ii) the dilution gains related
to Wanadoo and Wind, as well as (iii} the effect of the gain
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recognized in the context of the contribution of Global One 1o

Equant,

Deferred  taxes  asscts/(liabilities) by nature of
temporary difference before compensation by tax entity
arc analyzed as follows:

At December 31,

{in millions of euros) 2001 2000
Early retirement plan 1451 | 469
Impairment of long-lived assets 437 453
Non deduclible provisions 1,768 1,232
Employee profil sharing 45 51
France Telecom SA tax loss carry
forward 2.9% -
Onher tax loss cammy forwards 3,320 2,181
Other deferred 1ax assets 742 720
Accetermed tax depreciation . (341) (248)
Other deferred tux liabilities (922) (1,094)
Discounting charge (750) -
Depreciation {3,022y (1,965)
_Net group deferred tax assets 5.767 2,799

This net position is presented as follows in the balance sheet:

At December 31,

{in millions of euros) 20 2000

Met long-temm deferred tax asseis 5,369 1532
Net short-term deferred 1ax assels 1,102 1,609
Net tong-term deferred tax liabilities (330) (830)
Nel shori-term delerred 1ax liabilities (374) {512)
Tatal 5,767 1,799

A € 750 million discounting effect has been recorded against
deferred tax assets of the France Telecom $A’s consalidated tax

regime bascd on the anticipated timing of reversal.

Allowances against deferred tax assets relatc principally to
tax loss carry forwards in new subsidiaries or subsidiarics
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operating in emerging markets for an amount of € 2,923
million (€ 1,859 million at December 31, 2000). A part of
these tax loss carry forwards will be recognized when the
activity of the subsidiaries becomes durably profitable.

27. RELATED PARTY TRANSACTIONS

Telecommunications services 1o French  governmental

authoritics, which are one of France Telecom’s largest
customers, as well as those to its various regional and local
authoritics are provided at market prices. Subsequent to the
separation of France Telecom and postal services {La Poste) in
1987 a number of have  subsisted

transactions relating

panticularly to personnel and shared properties.

The iransactions and balances summarized below arose in the
ordinary course of business between France Telecom and related

parties,

Amawnts receivable from related parties

{in millions of euros) Al December 31,

2001 2000 1999
Rulated party
Sprint 20 0 -
La Poste 50 54 RE]
Satellite orpanizations 92 28 11
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Amounts pavable to related parties

{in miilions of euros) At December 31.

2001 2000 1999
Related party
Sprint ] 1)) 4
La Poste 0 3l 50
Satellite organizations 147 62 3

Significant transactions with related parties

{in millions of curos} Income/(expenses or

investments)

Year ended December 31,

Retated Nature of 2001 2000 1999
party transaction
La Posie Peesonnel . 24) (88)
programs
Commonly ! 8 15
managed services
Satcllite Expenses (248) (169} (38)
organizations
income 50 - -
Sprint Inveiced services 3% 32 19
Expenses (7 (4 -
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18, COMMITMENTS AND CONTINGENCIES

Off balance sheet commitments related to purchases of

network cquipment and terminals

In the ordinary course of its activities, France Telecom enters
into purchase contracts with nelwork equipment manufacturers
and into supply contracts with suppliers of terminals and other
cquipment. Management believes that there is no significant risk

of finuncial loss from these contracts.

OAI balance sheet commitments related to network

construction and operation

In connection with the award of licenses, concession contracts or
acquisition of businesses. France Telecom is commiued to
certain obligations imposed by administrative or regulatory
suthoritics relating 1o network coverage, quality of service and
tari(fs, In some instances, France Telecom is required to provide
comfort leiters 1o financial instiwnions  relating o bank
guarastees given to relevant authorities. Management believes
that France Telecom has the ability to meet these obligations to

administrative or regulatory authoritics.

Off balance sheet commitments related to leases
Leases

France Telecom leases land, buildings, equipment, vehicles and
other items under lease agreements expiring al various dates

during the next 10 years,

Mareover, as part of the divestment of part of its buitdings (Note
6). Frunce Telecom is committed to re-lease these buildings

except for certain assets to be vacated in the shon-term.

Management expects that leases that expire may or may net be
renewed or replaced by other leases in the normal course of

business.

Rental expense under operating leases in the year ended
December 31, 2001 amounts to € 831 million { € 473 million in
2000 and € 313 million in 1999).

The wble below shows future minimum lease payments due
under non-cancelable capital and operating leases at December
31, 2001, including those contracted within the context of the

divestment of part of the real estate:
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Capital  Operating
lease Icase "
(in millions of euros)
2002 4] 881
2003 20 745
2004 7 656
2005 2 616
2006 1 702
2007 and thereaficr 4 1,380
Total minimum future lease pavments 75 4,980
Less: interest payments ()
Present vatue of minimum commitments 73

including those contracted in relation to the sate of pant of the real
estale

Strategic technical buildings

On October 31, 2001, France Telecom signed a promise to sell
42 technical strategic buildings which wiil be re-leased as part of
a capital lcase contract. The sale and the capital lease related to

these buildings are planned by June 30, 2002,

QTE leases

As part of cross-operation leases (QTE lease) with distinet third
parties, France Telecom gave and took for hire certain
telecommunications equipment. The crossed rental flow and
France Telecom remuncration were prepaid at the outset of the
contracts and, for this reason, arc not shown in the above 1able.
Of this remuneration, the portion which pays for the guarantec
against third party commitments given by France Telecom is
taken as income over the period of this gusrantec. France
Telecom estimates that the risk of the guarantee, which amounts
to € 750 million at December 31, 2001, being drawn upon is
negligible.

Orange in substunce defeasance

As part of the lease agreements concluded in 1995 and 1997,
Orange ple has deposited amounts equal to the present value of
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its rental obligations with UK financial institutions to secure
letters of credit issued by these institutions to the lessors in
connection with Orange plc's rental obligations. These funds,
which totaled € 1,247 million a1 December 31, 2001 (€ 1,221
million at December 31, 2000 and € 1,192 million in 1999),
together with the interest eamed thereon, will be used 10 setde

Orange ple’s rental obligations under the leases.

These in substance early extingeishments of lease commitments
result in the offset of the deposit amount and the capital lease
obligation, and result in a net credit which has been reflected in
the consolidated balance sheet as deferred income that will be
amortized 10 the ststement of income over the lease term on
This

management assessment of likely outcomes, for possible future

straight  line  basis. includes a provision, based on

costs arising for variation in inlerest rates or tax rales,

Accordingly the related capital kease obligations are not shown in

the above table,

Off  balance commitmcats related to investment

securitics and own shares held

sheet

As purt of the agreements between certain companies of the
group and their purtners within other subsidiaries or consortia,
clauses relating to put or call options exist over shares held by
partners as well as clauses relating to the transfer of such shares

of which the most significant are:

cCrc

In July 2000, France Telecom sold its remaining 17.7 millien
CCIC shares for USS 505 million, i.e. USS 28.5 per share (Note
).

Since France Telecom remains contractually exposed to the risk
of stock exchange fAuctuations for the shares sold, for a period o
June 2002, the sale result has been deferred until the end of this

contractual commitment.
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The unwinding of this operation on the basis of the share price of
CCIC as at December 28, 2001 would have lead France Telecom
to pay an amournt of € 357 million to the purchasers of the shares,

less at this date than the deferred gain on divestment,

Put and call options over NTL preference sharey

As part of the wransaction described in note 7, France Telecom
entered into an agreement on February 17, 2000, and amended on
December 21, 2001, with financial institutions whereby France
Telecom may exercise, upon payment, a call option over all the
NTL preferred shares held by the financial tnstitutions, at the
uss 1.t
institutions may each sefl all their shares to France Telecom at

initial acquisition price i.e. billion. The financial
initial acquisition price, notably if this call option is not exercised
by France Telecom before March 28, 2003 or under cermain

CirCumstances.

A provision for nsk of € 811 million has been recorded on the
basts of this commitment at December 31, 2001 (Note 8). The
residual exposure on this commitment amounts Lo € 437 million

included in the € 1.806 million mentioned in Note 8.

MobilCom

Qrange has a call option to purchase 21.6 million shares (33% of
the outstanding MobilCom shares) held by MebilCom's founding
sharcholder, which is exercisable between 2003 and 2006
Morcover, the founding sharcholder has a put option against
Orange regarding these shares exercisable in certain limited
circumstances (if the France Telecom group acquires shares such
that it owns more shares than the founding shareholder, or if a
major disagreement arises and the France Telecom group
imposes its position on the founding sharcholder through the
contractual mediation process, or if the France Telecom group
breaches certain material obligations of the cooperation
framework agreement with MobilCom and MobilCom’s founding
sharcholder). The exercise price of the put and call options is to

be determined based upon formal evaluation opinions by
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internationally recognized investment banks, using multi criteria

valuations.

[f MobilCom is unable, through existing own capital resources
and loan facilities and through additional financing that it
procures on its own, 10 commence UMTS operations, France
Telecom SA has o commitment under the terms and conditions
set oul in this apreement and on the basis of a budget and
business plan agreed by the France Telecom group to provide
loans dircctly to MobilCom or to guaraniee third party loans to
the extent of any [inancing necessary until the commencement of
UMTS operations.

The conditions ol application of the cooperation framework
agreement and of France Telecom SA's financing commitments
are currently the subject of disagreements with the founding
sharcholder. A discussion is in progress. of which the France

Telecom group cannot predict the outcome.

Moreover, France Telecom group management considers, to the
best of its current knowledge, that the increase in borrowings
recorded in the finuncial statements of the France Telecom group
could reach a maximum of €6 billion to €7 billion within 18
months should Orange have w fully consolidate MobilCom, of
which the existing credit facilitics of € 6.2 billion are non
recourse 1o the France Telecom group. In this case, the assets of
MobilCom, mainly representied by the UMTS license, would be
reassessed based on the new business plan set up by Orange, and
taking into account the existence or not of likely consolidation in
the mobile market in Germany. France Telecom  group
management considers that the exceptionsl depreciation of the
investment in MobilCom recorded in 2001 translates implicitly a

loss of value of the license compared 10 its historic cost.

Over and above the application of the contractual arrangements,
the sharing between France Telecom SA and Orange of any
finuncial consequences of the disagreements with the founding
sharcholder will be determined on the basis of a fairness opinion
issued by intermationally recognized investment banks designaled

by the independent directors of France Telecom SA and Orange.
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TP SA

Foltowing the sale by the Polish government in 2000 and 2001 of
shares in the Polish operator TP SA, the consortium created by
France Telecom and Kulezyk Holding held 47.5% of TP SA at
QOctober 31, 2001. The consortium also hold a call option
enabling it to acquire 2.5% of the capital of TP SA plus one
sharé, at any time between January |, 2002 and December 31,
2002, at a price cqual to the average closing share price of TP SA
for the 100 trading days prior to the exercise of the call option,
plus 25%. Following this acquisition, the consortium would also
become the majority sharcholder of TP SA. Moreover, the
consortium also holds a call option e¢nabling it 10 acquire a
further 10% of the capital of TP SA in the event that the Polish
Statc were to offer TP SA shares, an option exercisable at the
same price as that proposed to institutional investors within this
offer. The shareholder agreement between France Telécom and
Kulczyk Holding includes the following clauses relating to the
transfer of TP SA shares: (i) France Telecom has a preemption
right over any transfer of TP SA shares by Kulczyk Holding : (ii)
France Telecom has a call option enabling it to purchase from
Kulczyk Helding its original investment of 10% in TP SA and
its investment of 3.57% after July 2006 or carlicr in the event of
change of control or of violation of Kuleczyk Holding 's
obligations, at a price cqual to the higher of the acquisition cost
plus accrued interest and market value of the shares; (iii)
Kulczyk Holding holds a put option enabling it to scll 1o France
Tetecom its original investment of 10% in TP SA and its further
investment of 3.57% between October 2003 and January 2007, al
a price equal to its acquisition cost plus accrued interest less
dividends paid; the banks who financed the purchase by Kulczyk
Holding of TP SA shares can also demand that France Telecom
wukes possession of all the shares which the banks may hold as
seeurity at a price cqual to the residual credit plus interest. The
amount of this commitment amounts
€ 1.7 billion at December 31, 2001.

to approximaicly

E.On

Following the agreements in relation to the purchase by France
Telecom of the 42.5% interest which E.On held in the capital of
Orange Communications SA {Switzerland), approximately 75%
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ol the payments due 1o E.On were made through the delivery of
102.7 million Orunge SA shares at the [PO. In this context,
France Telecom uagreed put and call options with E.On which
were the subject of an amendment on january 28, 2002. Under
the terms of these amended options, in June 2002, (i} E.On has
the tight to sell 1o France Telecom the Orange SA shares which it
holds at a price of € 9.25 per share (i.e, a total of € 950 million)
and {ii) France Telecom has the right to purchase the Orange SA
shares which E.On holds at a price of € 11.25 per share (i.c. a
total of € 1,155 million). E.On has the ability to sell its Orange
SA shares in an orderly manner. Given the value in use of

Orange no provisien was set up at December 31, 2001,

Wind Infustrada

France Telecom and Encl sgreed 10 undertake an initial public
offering of Wind as soon as possible after the merger on January
2, 2002 of Infostrada and Wind. France Telecom holds an option
te purchase a portion of the Wind shares held by Enel. with a
floor and a ceiling price, sufficient to increase its cquity interest
i Wind to 76.6% of Encl's interest. This option ¢an be exercised
at any moment between July 31, 2003 and January 31, 2004.
Morcover, France Telecom also holds a put option of its Wind
shares 1o Enel s market value on a 100% basis (as defined by
independent expens) exercisable at any moement in the event of a
disagreement between France Telecom and Enel concerning
Wind. Put and call options are also planned in the event of a
blockage, violation of obligations or change in ownership of the

sharcholders.

San Salvador CTE

France Telecom sold in March 2000 24.5% of the shares which-it
held in the capital of Estel Co. LLC {"Estel"} 10 Central America
Communications LLC ("CAC"}. In the context of this sale,
France Telecom granted CAC a put option exercisable in case of
default of CAC under the wrms of the credit agreement between

CAC and Citybank, The price varics between:

= $£134.8 million for all 490 CAC shares in Estel before
September 16, 2003 latest falling (o
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= $10L.1 million between September 17, 2003 and
September 16, 2004, then

= $674 million between September 7. 2004 and

September 16, 20035, and

= $33.7 million between Sepiember 15, 2005 and June
16, 2007.

Equant Contingent Value Rights (CVR)

In the context of the acquisition of Equant, France Telecom
issued CVR 1o certain beneficiaries (Note 3). This commitment

resulted in a provision for the maximum risk (Notes 3 and 18),

France Telecom Dominicuna

The joint sharcholder has an option to scll its 14% interest in the

company between 2003 and 2007 at market value.

BITCO (Thailand)

If one of the sharcholders docs not respect their commitments,
the other sharcholders can at any moment exercise a call option
equal to 80% of markel value or a put option over their own
shares at a price equal to 120% of market value. Moreover, given
the currem legislaion in Thailand, the proup can in no case

increase its interest in BITCO beyond its current interest of 49%.

TPS

France Telecom signed with TFI in December 2001 a
memorandum of understanding to sell its share in the satellite

offer TPS for €128.7 million (Note 7).

Commitments linked to holdings of own shares
Own shares of France Telecom held by Deutsche Telekom

France Telecom has an option to purchase, st any time between
January 1, 2002 and January 31, 2003, 20,492,292 of its shares,
representing 1.8% of its share capital, held by Deutsche Telekom

ot a price determined on the basis of the then prevailing market
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price. If France Telecom does not exercise this option, Deulsche
Telekom may exercise a put option requiring France Telecom to

purchase tivese shares on January 31, 2003 under the same terms.

Own shares of France Telecom held by Vodafone

As described in notwe 3. France Telecom is commitied to
repurchase all the France Telecomn shares held by Vodafone in
connection with the acquisition of Orange ple. The third and final
tranche of the repurchase, ol 49.7 million shares, is 10 be

performed on March 25, 2002, for € 4.9 billion.

Commitments linked to sales of receivables
Seenritization of receivables

As part of the Securitization program sel out in Note 9, the
benelicial interests subscribed by France Telecom in the Fondy

Contmun e Créances have been pledged.
Sales of carry back receivables

As part of the sale of carry back receivables resulting from the
choice to carry back tax losses for the years 2000 and 2001, as
set out in Note 26, France Telecom has guarantecd the
receivables sold to the credit institution and is commiited 10
indemnaify it for any error or inexactitude noted in the amounts or

nature of the receivables sold.
Sule of future receivables from the French State

As part of the sale of future receivables from the French State set
out in Note 18, Frunce Telecom has guaranteed to the assignec
institution the existence and amount of the receivables sold and is

committed to indemnify it to this regard,

Sundry commitments

Apart (rom the commitments set out in Notes 14 and |5, France
Telecom has issued no guarantee on its finuncial debt nor is i
bound by any commitment beyond those normally subscribed in

financing contracts.
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In the ordinary course of business, the group gives certain
guaranices of which the most significant at December 31, 2001
are as follows: '

*  Shares and sundry other assets held by the Orange group
have been pledped to lending financial institutions (or given
as security), as collateral for bank loans and credit lincs,
amounting w € 3,936 million, of which € 3,679 million has
been drawn at December 31, 2001,

« A counter guarantee of € 169 million has been given to Enel
o cover the guarantee granted by Enel to financial
institutions in the context of Wind's deferred UMTS license
payment;

s A guaraniee of a maximum of € 104 million has been given
to a joint venture to be operated in commeon between Crange
Sverige AB and the two other operators in Sweden, as part

of a network sharing contract;

s Guarantees of maximum € 49 million and € 58 million
respectively have been given to equipment suppliers in the
context of the netwerk rollout of BITCO in Thailand, The
first guarantee is valid for a five-month period [rom
November 30, 2001, The second guarantee also has a
limited validity duration. In February 2002, a new guarantee
of a maximum of US$ 175 million replaced these wwo

Euiraniees,

29. LITIGATION AND CLAIMS

In the ordinary course of business, France Telecom is involved in
a number of legal, and arbitration proceedings and administrative

actions.

The costs associated with the Jegal proceedings are only accrued
for when it is probable that a liability will be incurred and the
amount of that liability can be quantified or estimated within a
reasonable range. In the latter case, an allowance is recorded to

provide for the lower end of the range.

France Telecom believes that there are meritorious defenses to
all these claims. Although the ultimate resolution of such claims
cannot be predicted with certainty, it is France Telecom's

opinion that their resoiution will not have a maierial adverse
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effect on its consolidated operating results, its activity or

financial position.

FTML (Lebunon)

FTML  and  the Post and

Telecommunications agreed in 1994 o Build, Operate and

Lebanese  Ministry  of
Transfer contract (BOT) for the construction and operation of a
GSM mobile telephony network in the Lebanon. A similar

contract was pranted to the competitor Libancell.

These (wo contracts are the subject of disputes between the

Lebanese governments and the two operators,

- on June 14, 2001, the Lebanese govemnment notified the
cuncellation of the BOT contract of FTML and that of its
competitor, effective December 13, 2001, The cancellation
and the transler are 10 give rise, under the BOT contract, to
an indemnisation of ecach operator by the Lebanese

government which may be subject to an  international

arbitration.  under  the  French-Lebanese  agreement  of
protection  of investments, in the absence of a global
agreement in the context of the negotiation and the tender for
the two or three GSM mobile welephony licenses in Lebanon,

anticipated within six months.

- prior to June 14, 2001 the government considered that the
operalors had not respected certain clauses in their contracts,
and claimed indemnitics. FTML refused these allegations
within the context of an intemational arbitration, temporarily
suspended until March 31, 2002 as pan of a joinl agreement

FTML and the

Telecommunications  with the goal of finding a global

between Ministry of Post  and

solution to the dispute.
Competition law

France Telecom is subject 10 claims made by its competitors in
front of the Competition Authorities (Conseil de la concurrence)
or the European Commission for alleged abuse of dominant
position and ami competitive behavior, of which the most

significant claims are:

Fixed line
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s The Conseil de fa concurrence following a double claim by
Cégétel / Tele 2 ordered on December 19, 2001 that France
Telecom was to suspend immediately the commercialization
of four tariff offers uniil the other operators were able to
propose equivalent offers. France Telecom has three months
to migrate 10 new offers those customers who subscribed 10

the offer.
Internet high-speed access

The France Telecom group has been accused in several disputes
rclated to the differemt internet high-speed access markets,
susceptible to give rise to the pronouncement of financial

sanctions or damages and interests against the group.

* Under a decision on February 27, 2002, the Conseil de lu

concurrence  ordered France Telecom (o suspend
commercialization of the ADSL of Wanadoo I[nteractive
in its agencies until France Telecom provides to all
inlemet access providers a computerized (ool enabling
mass handling of high speed intermet aceess requests with
France Telecom. France Telecom has lodged an appeal 10
cancel this decision with the Paris Conr d ‘uppel.

s 9Telecom requested that the Conseil de le concurrence
fine France Telecom for non respect of the decision of
the Conseil of February 18, 2001, which ordered France
Telecom to propose the operators un ADSL nccess offer
enrbling them to compete effectively both through the
price and the nature of services offered, On July 16,
2001, the Conseil de fo concurrence announced a halt in

the procedure, 1o enable a full enquiry.

e On December 21, 2001,

informed by the European Commission of claims against

Wanadoo Interactive was

the company's tariffs for the high-speed internet services
Wanadno ADSL and Pack X-Tense throughout 2001. The
Commission considers that the price policy of Wanadoo
[nteractive since the beginning of 2001 constitutes an

abuse of dominant position.
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3. SUBSEQUENT EVENTS

Pramindo that

On February 20, 2002, the shareholders of Pramindo Ikat signed
with  Perusahaan  Perseroan  (Persora) PT  Telckommukasi
Indonesiz TBK a memorandum of understanding to sell their
shares a1 a price of US$ 339 million (of which 40% for France
Telecom). which will be paid after the sale in ten quarterly

payments with interest.

TDOF

On February 22, 2002, France Telecom signed a leuer of
intention with the group Caisse des dépdis and the investment
funds Charterhouse Capital Development and CDC  Equity
Capital for the acquisition of 100% of the TDF group by a new
structure, This transaction would value the entire TDF group
between € 2 billion and € 2.3 billion of which € 2 billion are to
be paid to France Telecom upen the transaction and € 300
million (bearing interest at 7% per annum} are to be paid by the
investors o France Telecom under the form of an increase in
price at the time of divestment of their shares and on the basis of
the return on investmemt achieved. France Telecom is 1o

subscribe Tor 35% of this new structure,

3. COMPENSATION OF THE BOARD OF
DIRECTORS AND THE EXECUTIVE MANAGEMENT
COMMITTEE

The aggregate amount of remuneration allocated 1o directors
and members of the executive committee of France Telecom SA

amounted 1o approximately € 5.27 million in 2001.

The directors of France Telecom do not receive any
compensation  for  their  services as  direclors  other  then
reimbursement ol expenses incidental to their attendance at

Bourd of Directors meetings.
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AFFILIATES AT DECEMBER 31, 2001

The main changes in consolidation scope in 2001 are set out

in Notes 3 and 7.

December 31, 2001

Orange Segment

Company [nterest  Control Country
FULLY CONSOLIDATED
COMPANIES
Onmnge SA B4.17 84.17  France
Orange Int. Developments Lid 8417 1000 Bahamas
Wirefree Services Belgium 8417 100.00  Belgium
Mobistar Corporate Solutions 42.75 100.00  Belgium
Mobistar 4275 50.79  Belgivm
Vista Cellular 42.93 51.00 Botswana
Company Camerounaise de £8.92 100,00 Camgcroon
Muobiles
Rapid Link 56.39 67.00 China
Company Ivoirienne de Mobiles 71.54 85.00  bvory Coast
Orange A/S 45.10 100.00  Denmark
Orange Holding A/S 45.10 53.58 Denmark
Wirelree Services Denmark A/S 8417 100.00  Denmark
Orange World, Inc. 84.17 100.00 US
Wildfire Communications, Ine, 84.17 100.00 US
Inventmobile 78.93 100.00  France
Mobile lntemnet for Business 92,10 100.00 France
Orange Caraibes 84,19 100,00  France
Orange Clients 84.19 100.00  France
Orange Distribution 84.19 100.00  France
Orange France SA B4.19 100.00  France
Orange Réunion 84.19 100.00  France
Orange Promotions 84,19 100.00  France
Orange Services 84.19 100.00 France
Orange Intemational SAS 84,17 100,00  France
Ornange Supports & Consulting 84,19 100.00  France
Rupp 6 84.19 100.00  France
Telsen 52.73 75.50  Mauritius
Company Malgache de Mobiles 34.75 65.90  Madagascar
Duichione 84.17 100.00  Netherlands
Dutchtone Retait 84.17 100,060 Netherlands
France Telecom Dominicana 72.38 86.00  Deominican
Republic
Orange Romania (MobilRomn) 57.08 67.8]1 Romania
Ananova 84.17 100.00 UK
Orunge ple 84.17 100.00 UK
Omange Celluiar Services Lid 84.17 10060 UK
Orange Mobile Dawa Lid 84.17 10000 UK
Orange Paging (UK) Ltd 84.17 10000 UK
Orange Personal Communications 84.17 10000 UK
Services Lid
Orange Retail Ltd 84.17 100.00 UK

Ormange Holdings Lid et ses filiales 84.17 100,00 .UK

Orange Holdings (UK) Lid . B4.17 100,00 UK

Orange Overscas Holdings n®2 Lud 8417 100.00 UK
And its subsidiaries

Orange 3G Ld LER N 100,00 UK

The Point Communications Ltd 84,17 10000 UK

Globtel 54.10 64.27  Slovakia

Globtel Net 71.54 85.00  Slovakia

Omnge Sverige 82,45 97.96 Sweden

Orange Communications SA 83.96 99.75  Swiwzerland

(“OCH"}

PROPORTIONALLY

CONSOLIDATED COMPANIES

Darty France Telecom 42,10 50.00  France

Fidecall 42.10 50.00  France

EQUITY ACCOUNTED

COMPANIES

MobilCom AG 23.83 28,3t Germany

NewsTakes 21.04 1500 US

Wind Telecomunicazioni 2237 16,58 haly

Book2eat.com Holdings Lid 35.13 41.74 UK

Bangkok inter Teletech Company 41.24 49.00  Thaland

(BITCO)
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Segment Wanadoo
Company Interest  Conirol  Country

FULLY CONSOLIDATED

COMPANIES

Wanadoo SA 73.68 73.68 Frunce
Wanadoo Belgium 73.68  100.00 Belgium
Wanadoo Intemationat 73.68 100.00 Belgium
Pages Jaunes do Brasil 73.68 100.00 Brazil
Telelistas 73.68 160,00 Brazil
Activos Mass Markel 73.68 100.00 Spain
Indice Multimedia 69.67 94.56 Spain
Wanadoo Espafia 73.68  100.00 Spain
FIT Production 73.68 100.00 France
Kompass France 73.68 100.00 France
Marcopoly 73.68 100.00 France
Nordnet 73.68 100.00 France
Pages Jaunes 73.68 100.00 France
Wanadoo Data T73.68 100.00 Frunce
Wanadoo Interactive Cible 73.68 100.00 France
Wanudoo Edition 46.96 63.74 France
Wunaduo E-Merchant 73.68 100.00 France
Wanadoo Interactive 73.68 100.00 France
Wanadoo Portails 73.68 100.00 France
Wanadoo Services Pro 73.68 100.00 France
Maroc Connec: 66.31 90.00 Morocco
Euronet Intemet 73.68 100.00 Netherlands
Freeserve holding ple 73.68 100.00 UK
Babyworld.com Lid 73.68 100.00 UK
Freeserve.com 73.68 100.00 UK
Freeserve Auctions Lid 64.73 87.85 UK
Imracus Lid 73.68 100.00 UK
Freeserve Investment Lid 73.68 100.00 UK
FIB Propenty Company 73.68 100.00 UK

EQuUITY ACCOUNTED
COMPANIES

Eurodirectory 36.84 50.00 Luxembourp
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FRANCE TELECOM

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2001
Fixed fine, voice and data services in France Fixed line, voice and data services in France
segment segment
Compuny Interest ~ Control  Country Company Interest  Controt  Country
FULLY CONSOLIDATED FULLY CONSOLIDATED
COMPANIES COMPANIES
Almerys 60.00 60.00 France FT Transmissions Audiovisuelles 100.00  100.00 France
Cit Com 99.97 99.97 France GIE Innovacom 9249  100.00 France
Cogecom 100,00 100.00 France Globecast Reponages 100,00 100.00 France
Cognae Jay Image 100.00 100.00 France Immobiliére FT 100.00  100.00 France
CV3IF 100.00 100.00 France Immobiliére 1515 100.06  100.00 France
CVF 86.00 86.00 France Innovacom SA 100.00  100.00 France
Etrali SA 100.00 100.00 France innovacom | 100.00  100.00 France
Expertel Consuliing 100.0¢  100.00 France Intelmatique 100.00  190.00 France
Expertel FM 100.00 100.00 France Interpac 100.00  [00.00 France
France 102 Siudio 100.00 100.00 France Montenay Video 100.00  100.00 France
France Télévision Entreprise 65.84 63.84 France NEDF! 51.61 51.61 France
France Telecom EGT 100.00 100.00 France Rapp Fin | 100.60  100.00 France
FT Cible 100.00 100.00 France Répie T France 100.00  100.00 France
FT Cable Angers 100,60 100.00 Frange Resocom Scrvices 100.00  100.00 France
FT Cible Atlantique 100,00 100.00 France Setib 99.99 99.99 France
FT Cable Avignon 100,00 100.00 France SFET 100,00 100.00 France
FT Cable Bassin Parisien 100.00 100.00 France Sofratev 100.00  100.00 France
FT Cible Bordeaux 100,00 100.00 France TDF Cibie Cenod 100,00 100.00 France
FT Ciable Chie d’Opale | 100.00  160.00 France TDF Cible Est 100,00 100.00 France
FT Ciible Drome 100,00 100,00 France TDF Vidéo Service 100.00  100.00 France
FT Cible Lille 100,00 100.00 France TéléDifTusion de France (TDF) 100.00 100,00 France
FT Cible Lormine 100.00 100.00 France Telinvest et ses filiales 100.00  100.00 France
FT Cible Marseille 100,00 100.00 France Transpac 100.00  100.00 France
FT Ciible Mompellicr 100,00 100.00 France Viaccess 100,00 100.00 France
FT Cible Région 100.040 100.00 France Visual TV 100.00  160.00 France
FT Cible Rennes 100.00  100.00 France Voltaire Image 100.00 10000 France
FT Cible Rouen 99.99 99.99 France W-HA 100.00 10000 France

’ EQUITY ACCOUNTED

FT Cible SIRCA 100.00  100.00 France COMPANIES
FT Cible Tours 99.69 99.69 France
FT e-business 100,00  100.00 France CNTP 50.00  50.00 France
FT lmmo 10000 100.00 France Technocom 4991  49.91 France
FT Immw Holding 100,00 100.00 France Télévision Par Saiellite (SNC) 16.46 25.00 France
FT Immo Investissement 100.00  100.00 France
FT Mulimédia 2 100.00 100.00 France
FT Technologic Investissement 100.00  100.00 France
FT Tenninaux 100.00 100.00 France
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FRANCE TELECOM

December 31, 2001

Fixed line, voice and data services outside

Fixed line, voice and data services outside France

France segment Segment
Company Inierest  Control Country Company Interest  Control Country
FULLY CONSOLIDATED FULLY CONSOLIDATED
COMPANIES COMPANIES
FT Deutschland Gmbii 100,00 100.00 Germany Global One Communication 100.00 100,00 lreland
Financiera S.A. 100.00 100.00 Argentina World Operations
Sofrecom Consultora 100.00 100.00 Argentina Etrali SRL 100.00 100,00 ltaly
Atlas Services Belgium 100.00 100.00 Belgium Etrali KK 100.00  £Q0,00 Japan
Mobinvest 75,75 90,00 Belgium nTCo 88,00 88,00 Jordan
Cl-Teleom 45.90 51.00 Ivory Coast FTM Liban 67,00 67.0¢ Lebanon
Atlas Services Denmurk 160.00 100.60 Denmark Régic T Mexico 75.00 75,00 Mexico
Menate! 47.00 47.00 Egypt Voxiel 53.23 53,64 Moldavia
Catalana 75.00 75.00 Spain FT Network Services Norway 100.00 100,00 Norway
Etrali Espagne 100.00 100.00 Spain Casema 86.00 100,00 Netherlands
Madrid Films 100.00 100.00 Spain DF1 100,00 100,08 Netherlands
Medialatina 100.00 100.00 Spain Dutchione Group BY 86.00 86,00 Netherlands
Uni2 100.00 100,00 Spain FT Services Nederland 100.00 100,00 Netherlands
NRM 100.00 100.00 Spain Global One Communications 100.00 100,00 Netherlands
Estel 51.00 51.00 US Services
Etrali North America 100.00 100.00 US Global One Communications 100,00 100,00 Netherlands
FCR America 108.00 100.00 US World Serviees
FT Newwork LLC 100.00 100.00 US Equant NV (ct ses filiales) " 5417 54,17 Netherlands
FT Panicipations US 100,006 100.00 US Newsforce & ses filiales 100.00 100,00 Netherlands
Globecast N.A 100,00 100.00 US TFN 100,00 100,00 Netherlands
Adrium 3 100.00 100.00 France PSN 100.00 100,00 Poland
E2CS 100,00 100.00 France TOUT 100,00 100,00 Poland
Etrali Intemational 100.00 100.00 France FT Network Services UK 100,00 100,00 UK
France Cibles et Radio 100.00 100.00 France FTMAN UK 100.00 100,00 UK
FT/FCR Sénégal 100.00 100.00 France Etrali UK 100.00 100,00 UK
FCR Cote J'Ivoire 90.00 90.00 Fronce FT Participations UK 100.00 100,00 UK
FT Développement International 100,00 100.00 France Globeeast N.E 100.00 100,00 UK
FTF] 100.00 160.00 France CTE 26.01 51,00 Salvador
FT Marine 100.00 100.00 France CTE Telecom Personal 26,01 100,00 Salvador
FT Mobiles Intemnational 100.00 100.00 France Publicom 2299 51,00 Salvador
FT Publiphonie latemational 100.00 100.00 France Publitel 26.01 100,00 Salvador
FT Services 100,00 100.00 France Telecom QDA 45.08 100,00 Salvador
Silex 100,00 100,00 France Sonatel 42,33 42,33 Senegal
Rapp 10 100,00 100,00 Frange Sonatel Mobiles 42,33 100,00 Senegal
Sofrecom 100.00 100.00 France Ewrali Singapore PTE 100.00 160,00 Singapore
Stellat 70,00 70.00 France FT Network Services Sweden 100,00 100,00 Sweden
TDF lnternational 100.00 100.00 France Etrali Suisse 10000 100,00 Switzerland
Etrali HK 100.00 100.00 Hong Kong FT Network Services Switzerland  100.00 100,00 Switzerland
Rincom 100,00 100,00 Mauritius Global One Swiss Sales 100.00 100,00 Switzerland
Safeable 100.00 100,00 Mauritius FCR Vietnam PTE Lid 74.00 74,00 Vicinam
Globil One Communications 100.00 100.00 ireland

Operations " Including Global One Communications World
Global One Communication 100.00 100.00 ireland Holding BY and Global Onc Communications

GBN Holding
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FRANCE TELECOM
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2001

Fixed line, voice and data services outside
France segment

Company Interest  Control Countrv

PROPORTIONALLY
CONSOLIDATED COMPANIES

DT-FT lalian Holding Gmbtl 50.00 50.00 Germany
ECMS 36,36 71.23 Egypt
MMEA 3633 71.25 Egypt
MobiNil 71.25 71.25 Egypt
Globecast Esparia S.L. 50.72 50.72 Spain
EBTC 49.00 49.00 Estonia
Digita 49.00 49.00 Finland
Cell Plus 40.00 40.00 Mauritius
Telecom Mauritius 40.00 40,00 Mauritius
Telecom Plus 58.00 70.00 Mauritius
Mobilecom 35.20 40.00 Jordan
JTC 3520 40.00 Jordan
Metroholdings 50.00 50.00 UK
EQUITY ACCOUNTED

COMPANIES

Nortel Inversora 25.52 50.00 Argenting
Publicom 13.97 50.00 Argentina
Telecom Argenting 13.97 50.00 Argentina
Telecom Personal 13.97 50.00 Argentina
Intelig 25.00 25.00 Brazil
Axion 40.00 40.00 Spain
Pramindo [ka 40.00 40.00 Indonesia
Nucleo 9.43 50,00 Paraguay
PTK 34.00 34.00 Poland
TP SA 3393 33.93 Poland
Clix 43.33 43.33 Portugal
Novis 43.33 43.33 Portugal
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EXHIBIT H



Applicant’s custodian for its accounting records and supporting
documentation:

Charles Hartman

Tax Director

France Telecom Corporate Solutions L.L.C.
2300 Corporate Park Drive

6" Floor

Hemdon, VA 20171

Tel: 703-375-4989

Fax: 703-375-8192

Applicant’s accounting records and supporting documentation are
maintained at:

France Telecom Corporate Solutions L.L.C.
2300 Corporate Park Drive

6" Floor

Hemdon, VA 20171

WASHINGTON 259174v]
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CERTIFICATE OF SERVICE

1, Christinc L. Zepka, hereby certify that on this ;% day of _ Seprverv 2003, a truc
and correct copy of France Tclecom Corporate Solutions L.1L.C.’s Application f3r IntraLATA
and IntecrLATA resale scrvices was sent via {irst class mail, postage prepaid, to the following
parties:

Office of Consumer Advocale
555 Walnut Street

5" Floor, Forum Place
Harrisburg, PA 17101-1923

Office of the Attomey General
Office of Consumer Protection
Strawberry Square, 14" Floor

Harrisburg, PA 17120

Office of Small Business Advocale
Commerce Building, Suite 1102
300 North Second Street
Harrisburg, PA 17101

Julia Conover

V. P. & General Counsel
Verizon Noith, Inc.

1717 Arch Street, Floor 32 NW
Philadelphia, PA 19103

All Incumbent Local Exchange Carricrs within
the State of Pennsylvania

(;é/m// J \-p/—\

Christine L. Zepka

WASHINGTON 25891 7v!
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COMMONWEALTH OF PEN NSYL\{ANIA\

DATE: JANUARY 30, 2003
SUBJECT: A-311242: F0002

TO: Bureau of Fixed Utility Services

—— 1
D
F : ﬁmes J. McNulty, Secretary :

Application of France Telecom Corporate Solutions L.L.C.

We attach hereto a copy of the Application of France
Telecom Corporate Solutions L.L.C. for approval to provide
telecommunication services as a Reseller of Toll Services
docketed at A-311242 and as a Competitive Local Exchange
Carrier docketed at A-311242 F0002 to the public in the
Commonwealth of Pennsylvania, which has been captioned and
docketed to the above number.

The Protest period for this application will expire on
February 12, 2003.

This matter is being referred to your Bureau to schedule it
for consideration by the Commission at Public Meeting.

Attach.ment D OCUMEN T
@@@%EF@@ OLDER

JAN 30 2003



.uOMMONWEALTH OF PENNSYLVA!
PENNSYLVANIA PUBLIC UTILITY COMMISSION
P. 0. BOX 3265, HARRISBURG PA 17105-3265

JANUARY 30, 2003
IN REPLY PLEASE
REFER TO OUR FILE

A-311242; F0O002

WILLIAM K. COULTER & ELIZABETH HOLOWINSKI
COUDERT BROTHERS LLP

1627 | STREET, N.W.

SUITE 1200

WASHINGTON DC 20006

Dear Mr. Coulter:

Please be advised that the Application of France Telecom Corporate Solutions
L.L.C. to provide telecommunications services as a Reseller of Toll Services docketed
at A-311242, and as a Competitive Local Exchange Carrier docketed at A-311242
F0002 to the public in the Commonwealth of Pennsylvania, has been reviewed and
found to be in compliance with the filing requirements of the Commission's Opinion
and Order entered June 3, 19986, at Docket Number M-00960799.

The protest period for this application will expire on February 12, 2003.

This matter is being referred to the Bureau of Fixed Utility Services to schedule
it for consideration by the Commission at Public Meeting.

Please be advised that you now have provnsn)nal authority to do business in
Pennsylvania.

Should you have any further questions concerning this matter, please do not
hesitate to contact me.

Sincerely,

James J. McNuIty 3

Secretary

UOCKETER  DOCUMEpT
JAN 30 2003 FOLDER

JIM:jih




PENNSYLVANIA PUBLIC UTILITY COMMISSION
RECEIPT

The addressee named here has paid the PA P.U.C. for the following bili:

. DATE 2/ 6/2003
ELIZABETH HOLOWINSKI RECEIPT# 200635
COUDERT BROTHERS LLP
1627 | STREET N.W., SUITE 1200
WASHINGTON, DC 20006

IN RE: Application fees for FRANCE TELECOM CORPORATE SOLUTIONS
Docket Numbers A-311242 and A-311242F0002....................... $250.00
REVENUE ACCOUNT: 001780-017601-102

CHECK NUMBER: 5388
CHECK AMOUNT: $250.00 C. Joseph Meisinger

(for Department of Revenue)_
DOCUMENT
FOLDER




