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OFFICE OF THE MAYOR

CITY OF CHICAGO

RAHM EMANUEL
MAYOR

January 21, 2015

TO THE HONORABLE, THE CITY COUNCIL
OF THE CITY OF CHICAGO
Ladies and Gentlemen:

At the request of the Commissioner of Planning and Development, I transmit herewith
ordinances authorizing the execution of Multi-Family Loan agreements.

Your favorable consideration of these ordinances will be appreciated.

Very truly yours,

el

Mayor






ORDINANCE

WHEREAS, the City of Chicago (the "City"), a home rule unit of government under
Section 6(a), Article VI of the 1970 Constitution of the State of lllinois, has heretofore found and
does hereby find that there exists within the City a serious shortage of decent, safe and sanitary
rental housing available to persons of low and moderate income; and

WHEREAS, the City has determined that the continuance of a shortage of affordable
rental housing Is harmful to the health, prosperity, economic stability and general welfare of the
City, and

WHEREAS, the City has certain funds available from a variety of funding sources
("Multi-Family Program Funds") to make loans and grants for the development of multi-family
residential housing to increase the number of families served with decent, safe, sanitary and
affordable housing and to expand the long-term supply of affordable housing, and such Multi-
Family Program Funds are administered by the City's Department of Planning and Development
("DPD"); and

WHEREAS, as of May 1, 2005, DPD made a loan (the “Loan”) of Multi-Family Program
Funds in the original principal amount of $3,350,000 to Hilliard Homes Il Limited Partnership, an
lllinois limited partnership (the “Borrower”), of which HH2 Development Corporation, an lllinois
corporation (of which Peter Holsten is the sole member) is the sole managing general partner,
which Loan was secured by a Junior Mortgage, Security Agreement and Financing Statement
(the “Junior Mortgage”) for the purpose of financing a portion of the costs of rehabilitating (the
“2004-07 Rehab”) two historically significant buildings which contain a total of 327 affordable
dwelling units (the “Hilliard 1l Buildings”); and

WHEREAS, the 2004-07 Rehab utilized financing from PNC MultiFamily Finance, Inc. in
the original principal amount of $3,400,000, which is secured by a Leasehold Mortgage (the
“Senior Mortgage”); and

WHEREAS, the 2004-07 Rehab further utilized financing from Bank of America, N.A_in
the original principal amount of $24,925,576, which is secured by a Leasehold Deed of Trust
(the "Second Mortgage”); and

WHEREAS, the 2004-07 Rehab further utilized financing from the Chicago Housing
Authority in the original principal amount of $24,425,000, which is secured by a Subordinate
Mortgage, Secunty Agreement and Financing Statement (the “Third Mortgage”), and

WHEREAS, the 2004-07 Rehab included preserving all the windows on the lower floors
of the Hilhard Il Buildings (the “Windows") pursuant to an agreement with the lllinois State
Historic Preservation Office (the “IL SHPQO"); and

WHEREAS. the Windows have deteriorated since the 2004-07 Rehab; and

WHEREAS, the IL SHPO has approved the replacement of the Windows with replicas
designed to imitate the look of the originals (the “Window Replacement”), and
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WHEREAS, the Borrower has requested financing from the City for the cost of the
Window Replacement, and

WHEREAS, DPD has preliminarily reviewed and approved the making of a subordinate
loan to Borrower. in an amount not to exceed $308,765 (the "Loan"), to be funded from Multi-
Family Program Funds pursuant to the terms and conditions set forth in Exhibit A attached
hereto and made a part hereof, now, therefore,

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF CHICAGO:

SECTION 1. The above recitals are expressly incorporated in and made a part of this
ordinance as though fully set forth herein.

SECTION 2. The Commissioner of DPD (the "Commissioner"”) and a designee of the
Commissioner (collectively, the “Authorized Officer”) are each hereby authorized, subject to
approval by the Corporation Counsel, to enter into and execute such agreements and
instruments, and perform any and all acts as shall be necessary or advisable in connection with
the implementation of the Loan. The Authorized Officer is hereby authorized, subject to the
approval of the Corporation Counsel, to negotiate any and all terms and provisions in
connection with the Loan which do not substantially modify the terms described in Exhibit A
hereto. Upon the execution and receipt of proper documentation, the Authorized Officer is
hereby authorized to disburse the proceeds of the Loan to the Borrower.

SECTION 3. To the extent that any ordinance, resolution, rule, order or provision of the
Municipal Code of Chicago, or part thereof, is in conflict with the provisions of this ordinance,
the provisions of this ordinance shall control. If any section, paragraph, clause or provision of
this ordinance shall be held invalid, the invalidity of such section, paragraph, clause or provision
shall not affect any of the other provisions of this ordinance. Section 2-45-110 of the Municipal
Code of Chicago shall not apply to the Project or the Property (as defined on Exhibit A hereto).

SECTION 4. This ordinance shall be effective as of the date of its passage and
approval.
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BORROWER

PROJECT-

LOAN.

EXHIBIT A

Hillard Homes Il Limited Partnership, an lllinois limited partnership (the
“Borrower”), of which HH2 Development Corporation, an lliinois
corporation (of which Peter Holsten is the sole member) is the sole
managing general partner, and of which Alliant Tax Credit 32, G P., Inc,
a Florida corporation, is the sole administrative general partner, and of
which certain other entities are limited partners

Replacement of certain historically significant windows in the Hilliard Il
Buildings located at 2030 S. State Street and 30 W. Cermak Road,
Chicago (the "Property")

Source: Multi-Family Program Funds

Amount. Not to exceed $308,765

Term: Not to exceed 42 years

Interest: Zero percent per annum

Security: Non-recourse loan; Mortgage on the Property subordinate

to (i) the liens of the Senior, Second and Third Mortgages,
and (ii) the lien of the Junior Mortgage



CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT

SECTION I -- GENERAL INFORMATION

A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

Hilliard Homes II Limited Partnership

Check ONE of the following three boxes:

Indicate whether the Disclosing Party submitting this EDS is:
1. K] the Applicant
OR
2. [ ] alegal cntity holding a direct or indirect interest in the Applicant. State the legal name of the
Applicant in which the Disclosing Party holds an interest:
OR
3. [] alegal entity with a right of control (sce Section 11.B.1.) Statc the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 1020 West Montrose Avenue

Chicago, Illinois 60613

C. Telephone: 312-274-9137 Fax: 312-337-4592 Email: josephdunne@holstenchicago.com

D. Name of contact person: Joseph Dunne

E. Federal Employer Identification No. (if you have one): _

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS?Department of Planning and Development

If the Matter is a-contract being handled by the City’s Department of Procurement Services, please

complete the following:

Specification # and Contract #

Ver. 01-01-12 Page 1 of 13



SECTION II -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

I. Indicate the nature of the Disclosing Party:

[ ] Person [ ] Limited liability company

[ 1 Publicly registered business corporation [ ] Limited liability partnership

[ ] Privately held business corporation [ ] Joint venture

[ ] Sole proprictorship [ ] Not-for-profit corporation

[ ] General partnership (Is the not-for-profit corporation also a 501(c)(3))?
[X] Limited partnership []Yes [ ] No

[ ] Trust [ ] Other (please specify)

2. For legal entities, the state (or foreign country) of incorporation or organization, if applicable:

Illinois

3. For legal entitics not organized in the State of Illinois: Has the organization registered to do
business in the State of Illinois as a foreign entity?

[]Yes [ ]No X N/A
B. IF THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all directors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entities. If
there arc no such members, write "'no members." For trusts, cstates or other similar entities, list below
the legal titleholder(s).

Il the entity is a general partnership, limited partnership, limited lability company, limited liability
partnership or joint venture, list below the name and title of cach general partner, managing member,
manager or any other person or entity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal entity listed below must submit an EDS on its own bchalf.

Name Title
HH2 Development Corporation Managing General Partner

2. Please provide the following information concerning cach person or entity having a dircct or
indirect beneticial interest (including ownership) in excess of 7.5% of the Disclosing Party. Examples

of such an mterest include shares in a corporation, partnership interest i a partnership or joint venture.
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interest of a member or manager in a limited liability company, or interest of a beneficiary of a trust,
estate or other similar cntity. If none, state “None.” NOTE: Pursuant to Scction 2-154-030 of the
Municipal Code of Chicago (“Municipal Code”), the City may require any such additional information
from any applicant which is reasonably intended to achieve full disclosure.

Name Business Address Percentage Interest in the
Disclosing Party
Alliant Tax Credit Fund 32, Ltd. 99.98%

21600 Oxnard Street, Suite 1200
Woodland Hills, CA 91367-4949

SECTION I11 -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship," as defined in Chapter 2-156 of the Municipal
Code, with any City elccted official in the 12 months before the date this EDS is signed?

[]1Yes [J No

If yes, please identify below the name(s) of such City elected official(s) and describe such
relationship(s):

SECTION IV -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose the name and business address of each subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has retained
or expects to retain in connection with the Matter, as well as the naturc of the relationship, and the total
amount of the fees paid or estimated to be paid. The Disclosing Party is not required to disclose
employees who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” means any person or entity who undertakes to influence any legislative or administrative
action on behalf of any person or cntity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also mcans any person or entity any part of whosc duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosure is required under this Section, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicatec whether  Business Relationship to Disclosing Party Fees (indicate whether

retained or anticipated Address (subcontractor, attorney, paid or estimated.) NOTE:
to be retained) lobbyist, etc.) “hourly rate” or “t.b.d.” is
not an acceptable response.
Applegate & Thorne-Thomsen Attorney $20,000
626 West Jackson Blvd., Chicago
Developers Mortgage Corporation Mortgage Banking $35,000
221 Neorth-IaSalle—Street,—Suite 3333

Chicago, Illinois 60601

(Add sheets if necessary)

[ ] Check here if the Disclosing Party has not retained, nor expects to retain, any such persons or entities.
SECTION V -- CERTIFICATIONS

A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Scction 2-92-415, substantial owners of business entities that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who dircctly or indirectly owns 10% or morc of the Disclosing Party been declarcd in
arrcarage on any child support obligations by any Illinois court of competent jurisdiction?

[]Yes [ 1No ] No person directly or indirectly owns 10% or more of the
Disclosing Party.

If “Yes,” has the person entered into a court-approved agreement for payment of all support owed and
is the person in compliance with that agreement?

[]1Yes [ ]No
B. FURTHER CERTIFICATIONS

1. Pursuant to Municipal Code Chapter 1-23, Article I (“Article I”)(which the Applicant should
consult for defined terms (e.g., “doing business”) and legal requircments), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifies as follows: (i) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminal offense involving actual, attempted, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishonesty or deceit against an officer or employee of the City or any sister agency; and (ii) the
Applicant understands and acknowledges that compliance with Article I is a continuing requirement for
doing business with the City. NOTE: If Article I applies to the Applicant, the permanent compliance
timeframe in Article I supersedes some {ive-year compliance timeframes in certifications 2 and 3 below.

Page 4 of 13



2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or entities
identified in Section II.B.1. of this EDS:

a. are not presently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b. have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offense, adjudged guilty, or had a civil judgment rendered against them in connection with:
obtaining, attempting to obtain, or performing a public (federal, state or local) transaction or
contract under a public transaction; a violation of federal or state antitrust statutes; {fraud;
embezzlement; theft; forgery; bribery; falsification or destruction of records; making false
statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
state or local) with committing any of the offenses sct forth in clause B.2.b. of this Section V;

d. have not, within a five-year period preceding the date of this EDS, had one or more public
transactions (federal, state or local) terminated for cause or default; and

e. have not, within a five-year period preceding the date of this EDS, been convicted, adjudged
guilty, or found liable in a civil proceeding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the fedcral government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

» the Disclosing Party;

+ any “Contractor” (meaning any contractor or subcontractor used by the Disclosing Party in
connection with the Matter, including but not limited to all persons or legal entities disclosed under
Section IV, “Disclosure of Subcontractors and Other Rctained Parties™);

« any "Affiliated Entity" (meaning a person or entity that, directly or indirectly: controls the
Disclosing Party, is controlled by the Disclosing Party, or is, with the Disclosing Party, under
common control of another person or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of interests among family mcembers, shared facilities
and equipment; common use of employees; or organization of a business entity following the
ineligibility of a business entity to do business with federal or state or local government, including
the City, using substantially the same management, ownership, or principals as the ineligible entity);
with respect to Contractors, the term Affiliated Entity means a person or entity that directly or
indirectly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or entity;

« any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or employee of the Disclosing Party, any Contractor or any Affiliated Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any
Contractor or any Affiliated Entity (collectively "Agents").
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of either the Disclosing Party
or any Contractor nor any Agents have, during the five years before the date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the
Matter:

a. bribed or attempted to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employee of the City, the State of Illinois, or any agency of the federal
government or of any state or local government in the United States of America, in that officer's
or employee's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agreement, or been convicted or adjudged guilty of agreement or collusion among bidders or
prospective bidders, in restraint of freedom of competition by agreement to bid a fixed price or
otherwisc; or

¢. made an admission of such conduct described in a. or b. above that is a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Section 2-92-610 (Living Wage Ordinance).

4. Neither the Disclosing Party, Affiliated Entity or Contractor, or any of their employecs, officials,
agents or partners, is barred from contracting with any unit of state or local government as a result of
engaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 ILCS 5/33E-4; or (3) any similar offense of any state or of the United Statcs of
America that contains the same clements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Burcau of Industry and Security of the U.S. Department of Commerce or their successors: the Specially
Designated Nationals List, the Denied Persons List, the Unverified List, the Entity List and the
Debarred List.

6. The Disclosing Party understands and shall comply with the applicable requirements of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the

Municipal Code.

7. If the Disclosing Party is unablec to certify to any of the above statements in this Part B (Further
Certifications), the Disclosing Party must explain below:
N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be conclusively
presumed that the Disclosing Party certified to the above statements.

8. To the best of the Disclosing Party’s knowledge aftcer reasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employee, or clected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “nonc”).

None.

9. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the execution date of this EDS, to an employee, or elected or appointed
official, of the City of Chicago. For purposes of this statement, a “gift” does not include: (i) anything
made generally available to City employees or to the gencral public, or (ii) food or drink provided in the
course of official City business and having a retail value of less than $20 per recipient (if none, indicate

with “N/A” or “nonc”). As to any gift listed below, please also list the name of the City recipient.
None.

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

1. The Disclosing Party certifics that the Disclosing Party (check one)

[]1is [X] is not
a "financial institution" as defincd in Section 2-32-455(b) of the Municipal Code.

2. If the Disclosing Party IS a financial institution, then the Disclosing Party pledges:
"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that none of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of the Municipal Code. We understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing
business with the City."
If the Disclosing Party is unablc to make this pledge because it or any of its affiliates (as defined in

Section 2-32-455(b) of the Municipal Code) is a predatory lender within the meaning of Chapter
2-32 of the Municipal Code, cxplain here (attach additional pages if necessary):

N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be
conclusively presumed that the Disclosing Party certified to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that are defined in Chapter 2-156 of the Municipal Code have the same
meanings when used in this Part D.

I. Inaccordance with Section 2-156-110 of the Municipal Codc: Does any official or employee
of the City have a financial interest in his or her own name or in the name of any other person or

entity in thc Matter?
[]Yes [X] No

NOTE: If you checked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
Item D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or otherwise permitted, no City
clected official or employce shall have a financial intcrest in his or her own name or in the name of
any other person or entity in the purchase of any property that (i) belongs to the City, or (ii) is sold
for taxes or assessments, or (iii) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Sale"). Compensation for property taken pursuant to the City's eminent domain power
does not constitute a financial interest within the meaning of this Part D.

Does the Matter involve a City Property Sale?
[]Yes [1No

3. If youchecked "Yes" to Item D.1., provide the names and business addresses of the City
officials or employees having such interest and identify the nature of such interest:

Name Business Address Nature of Interest

4. The Disclosing Party further certifies that no prohibited financial interest in the Matter will
be acquired by any City official or employee.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Please check either 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclose below or in an attachment to this EDS all information required by paragraph 2. Failure to
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comply with these disclosure requirements may make any contract entered into with the City in
conncction with the Matter voidable by the City.

X 1. The Disclosing Party verifies that the Disclosing Party has scarched any and all records of
the Disclosing Party and any and all predecessor entities regarding records of investments or profits
from slavery or slaveholder insurance policies during the slavery era (including insurance policies
issued to slaveholders that provided coverage for damage to or injury or death of their slaves), and
the Disclosing Party has found no such records.

2. The Disclosing Party verifics that, as a result of conducting the search in step 1 above, the
Disclosing Party has found records of investments or profits from slavery or slaveholder insurance
policies. The Disclosing Party verifies that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slaveholders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Scction VI. If the Matter is not federally
funded, proceed to Section VII. For purposes of this Section VI, tax credits allocated by the City
and proceeds of debt obligations of the City are not federal funding.

A. CERTIFICATION REGARDING LOBBYING

I. List below the names of all persons or entities registered under the federal Lobbying
Disclosure Act of 1995 who have made lobbying contacts on behalf of the Disclosing Party with

respect to the Matter: (Add sheets if necessary):
None.

(If no cxplanation appcars or begins on the lines above, or if the letters "NA" or if the word "None"
appear, it will be conclusively presumed that the Disclosing Party means that NO persons or entities
registered under the Lobbying Disclosure Act of 1995 have made lobbying contacts on behalf of the
Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not expend any federally appropriated funds to pay
any person or entity listed in Paragraph A.1. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or employee of any agency, as defined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employee of a
member of Congress, in connection with the award of any federally funded contract, making any
federally funded grant or loan, entering into any cooperative agreement, or to extend, continue, renew,
amend, or modify any federally funded contract, grant, loan, or cooperative agreement.
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3. The Disclosing Party will submit an updated certification at the end of each calendar quarter in
which there occurs any event that materially affects the accuracy of the statements and information set
forth in paragraphs A.l. and A.2. above.

4. The Disclosing Party certifies that either: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in section
501(c)(4) of the Internal Revenue Code of 1986 but has not engaged and will not engage in "Lobbying
Activities".

5. If the Disclosing Party is the Applicant, the Disclosing Party must obtain certifications equal in
form and substance to paragraphs A.l. through A.4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain all such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon request.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

If the Matter is federally funded, fedcral regulations require the Applicant and all proposed
subcontractors to submit the following information with their bids or in writing at the outset of
negotiations.

Is the Disclosing Party the Applicant?
x] Yes [1No
If “Yes,” answer the three qyestions below:

1. Have you developed and do you have on file affirmative action programs pursuant to applicable
federal regulations? (See 41 CFR Part 60-2.)
[]Yes X] No

2. Have you filed with the Joint Reporting Committee, the Director of the Office of Federal
Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due
under the applicable filing requircments?

[]Yes [X] No

3. Have you participated in any previous contracts or subcontracts subject to the
equal opportunity clause?
[1Yes [X] No

If you checked “No” to question 1. or 2. above, plcasc provide an explanation:
The Applicant is a limited partnership and has no employees.
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SECTION VII -- ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether

procurement, City assistance, or other City action, and are material inducements to the City's execution

of any contract or taking other action with respect to the Matter. The Disclosing Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, imposc certain duties and obligations on persons or entities seeking City contracts,
work, business, or transactions. The full text of these ordinances and a training program is available on
line at www.cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, IL 60610, (312) 744-9660. The Disclosing Party must comply fully
with the applicable ordinances.

C. If the City dctermines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agrecment in connection with which it is submitted may be rescinded or be void or
voidable, and the City may pursue any remedies under the contract or agreement (if not rescinded or
void), at law, or in equity, including terminating the Disclosing Party's participation in the Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Remedics at
law for a false statement of material fact may include incarceration and an award to the City of treble
damages.

D. Ttis the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made available to the public on the Internet, in response to a Freedom of Information Act request, or
otherwise. By completing and signing this EDS, the Disclosing Party waives and relcases any possible
rights or claims which it may have against the City in connection with the public releasc of information
contained in this EDS and also authorizes the City to verify the accuracy of any information submitted
in this EDS.

E. The information provided in this EDS must be kept current. In the event of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If the Matter is a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NOTE: With respect to Matters subject to Article I of
Chapter 1-23 of the Municipal Code (imposing PERMANENT INELIGIBILITY for certain specified
offenscs), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Section 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:
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F.1. The Disclosing Party is not delinquent in the payment of any tax administered by the Illinois
Department of Revenue, nor are the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
scwer charges, license fecs, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
use, nor permit their subcontractors to use, any facility listed by the U.S. E.P.A. on the fedcral Excluded
Parties List System ("EPLS") maintained by the U. S. General Services Administration.

F.3  If the Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in conncction with the Matter certifications equal in
form and substance to those in F.1. and F.2. above and will not, without the prior written consent of the
City, use any such contractor/subcontractor that does not provide such certifications or that the
Disclosing Party has reason to believe has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. above, an
explanatory statement must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing below: (1) warrants that he/she is authorized to execute
this EDS and Appendix A (if applicable) on behalf of the Disclosing Party, and (2) warrants that all
certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City.

Hilliard Homes II Limited Partnership

Peter Holsten

(Print or type name of person signing)
Member, HH2 Development Corporation

Managing General Partner
(Print or type title of person signing)

Signed andysworn to before me on (date) B% . 3 ) 20,9 )
at County, (state). !
) ) GGGOLBOTHVOTH s
\_/L&—-- (/Q/"‘/‘)/ Notary Public. "OFFICIAL SEAL

NIKISHIANNA CLA: '
.. . [ tary Pubtic, State of Winois
Commission expires: Q/I/g— L/ /g . ) M:l%ozmissm Expires 08/26/15

GEOGTFF

g&@‘.;—@@‘sﬁfff}f.&‘}
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND DEPARTMENT HEADS

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct
ownership interest in the Applicant exceeding 7.5 percent. It is not to be completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Code Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partner thereof currently has a “familial relationship” with
any clected city official or department head. A “familial relationship” exists if, as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spousc or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department hcad as spouse or domestic
partner or as any of the following, whether by blood or adoption: parent, child, brother or sister, aunt or uncle,
nicce or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or hal{-brother or half-sister.

“Applicable Party” means (1) all exccutive officers of the Disclosing Party listed in Section II.B.1.a., if the
Disclosing Party is a corporation; all partners of the Disclosing Party, if the Disclosing Party is a general
partnership; all general partners and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having more than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” means the president, chief
operating officer, executive director, chief financial officer, treasurer or secretary of a legal entity or any person
exercising similar authority.

Does the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “familial relationship” with an elected city official or department head?

[ 1Yes [X] No
If yes, please identify below (1) the name and title of such person, (2) the name of the legal entity to which

such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT

SECTION I -- GENERAL INFORMATION

A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

HH2 Development Corporation

Check ONE of the following threc boxes:

Indicate whether the Disclosing Party submitting this EDS is:
1. [ ] the Applicant
OR
2. [X] alegal entity holding a direct or indirect interest in the Applicant. State the legal name of the
Applicant in which the Disclosing Party holds an interest: Hilliard Homes II Limited Partnership
OR
3. [ ] alcgal entity with a right of control (sce Section I1.B.1.) State the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 1020 West Montrose Avenue
Chicago, Illinois 60613

C. Telephone: 312-274-9137 Fax: 312-337-4592 Email; Josephdunne@holstenchicago.com

D. Name of contact person: Joseph Dunne

E. Federal Employer Identification No. (if you have one): .

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS? Department of Planning and Development

If the Matter is a contract being handled by the City’s Department of Procurement Services, please
complete the following:

Specification # and Contract #
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SECTION II -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

1. Indicate the nature of the Disclosing Party:

[ ] Person [ ] Limited liability company

[ ] Publicly registered business corporation [ ] Limited liability partnership

x] Privately held business corporation [ 1 Joint venture

[ 1 Sole proprictorship [ 1 Not-for-profit corporation

[ 1 General partnership (Is the not-for-profit corporation also a 501(c)(3))?
[ ] Limited partnership [1Yes []No

[] Trust [ ] Other (please specify)

2. For legal entities, the state (or foreign country) of incorporation or organization, if applicable:

Illinois

3. For legal entities not organized in the State of Illinois: Has the organization registered to do
business in the State of Illinois as a foreign entity?

[1Yes [ ]No X N/A
B. IF THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all directors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entities. If
there are no such members, write "no members." For trusts, estates or other similar entities, list below
the legal titleholder(s).

If the entity is a general partnership, limited partnership, limited liability company, limited liability
partnership or joint venture, list below the name and title of each general partner, managing member,
manager or any other person or entity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal entity listed below must submit an EDS on its own behalf.

Name Title
Peter Holsten President

2. Plcasc provide the following information concerning each person or entity having a direct or
indirect beneficial interest (including ownership) in excess of 7.5% of the Disclosing Party. Examples
of such an interest include shares in a corporation, partncrship interest in a partnership or joint venture,
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interest of a member or manager in a limited liability company, or interest of a beneficiary of a trust,
estate or other similar entity. If none, state “None.” NOTE: Pursuant to Section 2-154-030 of the
Municipal Code of Chicago (“Municipal Code”), the City may require any such additional information
from any applicant which is reasonably intended to achieve full disclosure.

Name Business Address Percentage Intcrest in the
Disclosing Party
Peter Holsten 1020 West Montrose Ave 100%

Chicago, Illinocis 60613

SECTION 1II -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship," as defined in Chapter 2-156 of the Municipal
Code, with any City elected official in the 12 months before the date this EDS is signed?

[]1Yes [X No

If yes, please identify below the name(s) of such City elected official(s) and describe such
relationship(s):

SECTION 1V -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose thec name and business address of each subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has retained
or expects to retain in connection with the Matter, as well as the nature of the relationship, and the total
amount of the fees paid or estimated to be paid. The Disclosing Party is not rcquired to disclose
employees who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” means any person or entity who undertakes to influence any legislative or administrative
action on behalf of any person or entity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also means any person or entity any part of whose duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosure is required under this Section, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicate whether  Business Relationship to Disclosing Party Fees (indicate whether

retained or anticipated Address (subcontractor, attorney, paid or estimated.) NOTE:

to be retaincd) lobbyist, etc.) “hourly rate” or “t.b.d.” 1s
not an acceptable response.

(Add sheets if necessary)

[ ] Check here if the Disclosing Party has not retained, nor cxpects to retain, any such persons or entities.

SECTION V -- CERTIFICATIONS
A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Section 2-92-415, substantial owners of business cntities that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who directly or indirectly owns 10% or more of the Disclosing Party been declared in
arrearage on any child support obligations by any Illinois court of competent jurisdiction?

[1Yes X] No [ 1 No person directly or indirectly owns 10% or more of the
Disclosing Party.

If “Yes,” has the person entercd into a court-approved agreecment for payment of all support owed and
is the person in compliance with that agrecment?

[]Yes [ ]No
B. FURTHER CERTIFICATIONS

1. Pursuant to Municipal Code Chapter 1-23, Article 1 (“Article I”’)(which the Applicant should
consult for defined terms (c.g., “doing business”) and legal requirements), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifies as follows: (i) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminal offense involving actual, attempted, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishonesty or deceit against an officer or employec of the City or any sister agency; and (ii) the
Applicant understands and acknowledges that compliance with Article I is a continuing requirement for
doing business with the City. NOTE: If Article I applies to the Applicant, the permanent compliance
timeframe in Article I supersedes some five-year compliance timeframes in certifications 2 and 3 below.
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2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or entities
identified in Scction I1.B.1. of this EDS:

a. are not prescently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b. have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offensc, adjudged guilty, or had a civil judgment rendered against them in connection with:
obtaining, attempting to obtain, or performing a public (federal, state or local) transaction or
contract under a public transaction; a violation of federal or state antitrust statutes; fraud;
cmbezzlement; theft; forgery; bribery; falsification or destruction of records; making false
statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
state or local) with committing any of the offenses set forth in clause B.2.b. of this Section V;

d. have not, within a five-year period preceding the date of this EDS, had one or more public
transactions (federal, statc or local) terminated for cause or default; and

e. have not, within a five-year period preceding the date of this EDS, been convicted, adjudged
guilty, or found liable in a civil proceeding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the federal government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

» the Disclosing Party;

« any “Contractor” (meaning any contractor or subcontractor used by the Disclosing Party in
connection with the Matter, including but not limited to all persons or legal entities disclosed under
Section 1V, “Disclosure of Subcontractors and Other Retained Parties™);

« any "Affiliated Entity” (meaning a person or entity that, directly or indirectly: controls the
Disclosing Party, is controllied by the Disclosing Party, or is, with the Disclosing Party, under
common control of another person or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of intcrests among family members, shared facilities
and equipment; common usc of cmployees; or organization of a business entity following the
ineligibility of a business entity to do business with federal or state or local government, including
the City, using substantially the same management, ownership, or principals as the incligible entity);
with respect to Contractors, the term Affiliated Entity means a person or entity that directly or
indirectly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or entity;

- any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or employee of the Disclosing Party, any Contractor or any Affiliatcd Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any
Contractor or any Affiliated Entity (collectively "Agents").
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of either the Disclosing Party
or any Contractor nor any Agents have, during the five years before the date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the
Matter:

a. bribed or attempted to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employee of the City, the State of [llinois, or any agency of the federal
government or of any state or local government in the United States of America, in that officer's
or employce's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agreement, or been convicted or adjudged guilty of agrcement or collusion among bidders or
prospective bidders, in restraint of freedom of competition by agreement to bid a fixed price or
otherwise; or

c. made an admission of such conduct described in a. or b. above that is a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Section 2-92-610 (Living Wage Ordinance).

4. Neither the Disclosing Party, Affiliated Entity or Contractor, or any of their employees, officials,
agents or partners, is barred from contracting with any unit of statc or local government as a result of
engaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 TLCS 5/33L-4; or (3) any similar offensc of any state or of the United States of
America that contains the same elements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Bureau of Industry and Security of the U.S. Department of Commerce or their successors: the Specially
Designated Nationals List, the Denied Persons List, the Unverified List, the Entity List and the
Debarred List.

6. The Disclosing Party understands and shall comply with the applicable requirements of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the
Municipal Code.

7. If the Disclosing Party is unable to certify to any of the above statements in this Part B (Further
Certifications), the Disclosing Party must explain below:
N/A
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If the letters "NA," the word "None," or no response appcars on the lines above, it will be conclusively
presumed that the Disclosing Party certified to the above statements.

8. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employee, or elected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “nonc”).

None.

9. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the execution date of this EDS, to an cmployee, or elected or appointed
official, of the City of Chicago. For purposes of this statcment, a “gift” does not include: (i) anything
made generally available to City employees or to the general public, or (ii) food or drink provided in the
course of official City business and having a retail value of less than $20 per recipient (if nonc, indicate

with “N/A” or “none™). As to any gift listed below, pleasc also list the name of the City recipient.
None.

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

1. The Disclosing Party certifics that the Disclosing Party (check one)

[1is [¥] is not
a "financial institution" as defined in Section 2-32-455(b) of the Municipal Code.

2. If the Disclosing Party IS a financial institution, then the Disclosing Party pledges:
"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that none of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of the Municipal Code. We understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing
business with the City."
If the Disclosing Party is unable to make this pledge because it or any of its affiliates (as defined in

Section 2-32-455(b) of the Municipal Code) is a predatory lender within the meaning of Chapter
2-32 of the Municipal Code, cxplain here (attach additional pages if necessary):

N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be
conclusively presumed that the Disclosing Party certified to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that are defined in Chapter 2-156 of the Municipal Code have the same
meanings when used in this Part D.

1. In accordance with Section 2-156-110 of the Municipal Code: Does any official or employee
of the City have a financial interest in his or her own name or in the name of any other person or
entity in the Matter?

[]Yes X] No

NOTE: If youchecked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
Item D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or otherwise permitted, no City
clected official or employee shall have a financial interest in his or her own name or in the name of
any other person or entity in the purchasc of any property that (i) belongs to the City, or (ii) is sold
for taxes or assessments, or (iii) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Sale"). Compensation for property taken pursuant to the City's eminent domain power
does not constitute a financial interest within the meaning of this Part D.

Does the Matter involve a City Property Sale?
[]Yes [ 1No

3. If youchecked "Yes" to Item D.1., provide the names and business addresses of the City
officials or employees having such interest and identify the nature of such interest:

Name Business Address Nature of Interest

4. The Disclosing Party further certifies that no prohibited financial interest in the Matter will
be acquired by any City official or employce.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Please check either 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclose below or in an attachment to this EDS all information required by paragraph 2. Failurc to
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comply with these disclosure requirements may make any contract entered into with the City in
connection with the Matter voidable by the City.

X 1. The Disclosing Party verifies that the Disclosing Party has searched any and all records of
the Disclosing Party and any and all predeccssor entities regarding records of investments or profits
from slavery or slaveholder insurance policies during the slavery era (including insurance policies
issued to slaveholders that provided coverage for damage to or injury or death of their slaves), and
the Disclosing Party has found no such records.

____2. The Disclosing Party verifies that, as a result of conducting the search in step 1 above, the
Disclosing Party has found records of investments or profits from slavery or slaveholder insurance
policies. The Disclosing Party verifics that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slaveholders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Section VI. If the Matter is not federally
funded, proceed to Section VII. For purposes of this Section VI, tax credits allocated by the City
and procceds of debt obligations of the City are not federal funding.

A. CERTIFICATION REGARDING LOBBYING

1. List below the names of all persons or cntities registered under the federal Lobbying
Disclosure Act of 1995 who have made lobbying contacts on behalf of the Disclosing Party with

respect to the Matter: (Add sheets if necessary):
None.

(If no explanation appears or begins on the lines above, or if the letters "NA" or if thc word "None"
appear, it will be conclusively presumed that the Disclosing Party means that NO persons or entitics
rcgistered under the Lobbying Disclosure Act of 1995 have made lobbying contacts on behalf of the
Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not cxpend any federally appropriated funds to pay
any person or entity listed in Paragraph A.l. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or employee of any agency, as defined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employee of a
member of Congress, in connection with the award of any federally funded contract, making any
federally funded grant or loan, entcring into any cooperative agreement, or to extend, continue, renew,
amend, or modify any federally funded contract, grant, loan, or cooperative agreement.
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3. The Disclosing Party will submit an updated certification at the end of each calendar quarter in
which there occurs any event that materially affects the accuracy of the statements and information set
forth in paragraphs A.l. and A.2. above.

4. The Disclosing Party certifies that cither: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in section
501(c)(4) of the Internal Revenue Code of 1986 but has not engaged and will not engage in "Lobbying
Activities".

5. [If the Disclosing Party is thc Applicant, the Disclosing Party must obtain certifications equal in
form and substance to paragraphs A.l. through A .4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain all such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon request.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

If the Matter is federally funded, federal regulations require the Applicant and all proposed
subcontractors to submit the following information with their bids or in writing at the outset of
negotiations.

Is the Disclosing Party the Applicant?

[1Yes X No
If “Yes,” answer the three questions below:

1. Have you developed and do you have on file éffirmalive action programs pursuant to applicable
federal regulations? (See 41 CFR Part 60-2.)

[]Yes [ 1No

2. Have you filed with the Joint Reporting Committee, the Director of the Office of Federal
‘Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due

under the applicable filing requirements?
[1Yes [ 1No

3. Have you participated in any prcvious contracts or subcontracts subject to the
equal opportunity clause?

[]Yes []1No

If you checked “No” to question 1. or 2. above, please provide an explanation:
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SECTION VII - ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether

procurement, City assistance, or other City action, and are material inducements to the City's execution

of any contract or taking other action with respect to the Matter. The Disclosing Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, impose certain duties and obligations on persons or entities seeking City contracts,
work, business, or transactions. The full text of these ordinances and a training program is available on
line at www.cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, IL 60610, (312) 744-9660. The Disclosing Party must comply fully
with the applicable ordinances.

C. If the City determines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agreement in connection with which it is submitted may be rescinded or be void or
voidable, and the City may pursue any remedies under the contract or agreement (if not rescinded or
void), at law, or in equity, including terminating the Disclosing Party's participation in thc Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Rcmedies at
law for a false statement of material fact may include incarceration and an award to the City of treble
damages.

D. It is the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made available to the public on the Internet, in response to a Freedom of Information Act request, or
otherwise. By completing and signing this EDS, the Disclosing Party waives and releases any possible
rights or claims which it may have against the City in connection with the public release of information
contained in this EDS and also authorizes the City 1o verify the accuracy of any information submitted
in this EDS.

E. The information provided in this EDS must be kept current. In the event of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If thc Matter is a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NOTE: With respect to Matters subject to Article I of
Chapter 1-23 of the Municipal Code (imposing PERMANENT INELIGIBILITY for certain specified
offenses), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Scction 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:
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F.1. The Disclosing Party is not delinquent in the payment of any tax administered by the Illinois
Department of Revenue, nor are the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
scwer charges, license fees, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
use, nor permit their subcontractors to use, any facility listed by the U.S. E.P.A. on the federal Excluded
Parties List System ("EPLS") maintained by the U. S. General Services Administration.

F.3  Ifthe Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in connection with the Matter certifications equal in
form and substance to those in F.1. and F.2. above and will not, without the prior written consent of the
City, use any such contractor/subcontractor that does not provide such certifications or that the
Disclosing Party has reason to believe has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. above, an
explanatory statement must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing below: (1) warrants that he/she is authorized to execute
this EDS and Appendix A (if applicable) on behalf of the Disclosing Party, and (2) warrants that all

certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City.

HH2 Development Corpo;a§1on

(Print or type e of Dj
By: e VL

(Sign here)

Peter Holsten
(Print or type name of person signing)

President
(Print or type title of person signing)

Signed nd syorn to before me on (date) QW 3 . ’\O?L} ,
@L_ County, (state). J

\/(/\/ SHOCOGOCOSLOCVOTSOGOON
( % Notary Public. OFFICIAL SEAL"

NIKISHIANNA CLAY

Notary Public, State of lllinois

Commission expires: ?// 9’#’/1( . &My Commission Expires 08/26/15 -%
/ [

AL G GGG %"”‘N‘*ﬁ"‘%
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND DEPARTMENT HEADS

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct
ownership interest in the Applicant exceeding 7.5 percent. It is not to bc completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Code Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partner thercof currently has a “familial relationship” with
any elected city official or department head. A “familial relationship” exists if, as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spousc or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department head as spouse or domestic
partner or as any of the following, whether by blood or adoption: parent, child, brother or sister, aunt or uncle,
nicce or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or half-brother or half-sister.

“Applicable Party” means (1) all executive officers of the Disclosing Party listed in Section I1.B.1.a., if the
Disclosing Party is a corporation; all partners of the Disclosing Party, if the Disclosing Party is a general
partnership; all general partners and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having more than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” means the president, chief
operating officer, exccutive director, chicf financial officer, treasurer or secretary of a legal entity or any person
exercising similar authority.

Docs the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “familial relationship” with an elected city official or department head?

[ ]Yes [X] No
If yes, please identify below (1) the name and title of such person, (2) the name of the legal entity to which

such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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CITY OF CHICAGO -,
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT ‘

SECTION I -- GENERAL INFORMATION

A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

Alliant Tax Credit Fund 32, Ltd.

Check ONE of the following three boxes:

Indicate whether the Disclosing Party submitting this EDS is:
1. [] the Applicant
OR
2. Dd alegal entity holding a direct or indirect interest in the Applicant. State the legal name of the
Applicant in which the Disclosing Party holds an interest: Hilliard Homes |l Limited Partnership
OR
3. [ ] alegal entity with a right of control (see Section I[.B.1.) State the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 340 Royal Poinciana Way, Suite 305
Palm Beach, FL 33480

C. Telephone: 818-668-6800 Fax: 818-668-2828 Email: brian.goldberg@alliantcapital.com

D. Name of contact person: Brian Goldberg

E. Federal Employer Identification No. (if you have one):”~ __ ______ —

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS? Department of Planning and Development

If the Matter is a contract being handled by the City’s Department of Procurement Services, please
complete the following:

Specification # N/A and Contract # N/A
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SECTION II -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

1. Indicate the nature of the Disclosing Party:

[ ] Person [ ] Limited liability company

[ ] Publicly registered business corporation [ ] Limited liability partnership

[ ] Privately held business corporation [ ] Joint venture

[J-Sole.proprietorship - - - - s = e~ [-}-Not-for-profit-corporation—------ ---

[ 1 General partnership (Is the not-for-profit corporation also a 501(c)(3))"
X] Limited partnership []Yes [1No

[] Trust [ 1 Other (please specify)

2. For legal entities, the state (or foreign country) of incorporation or organization, if applicable:

Florida

3. For legal entities not organized in the State of Illinois: Has the organization registered to do
business in the State of Illinois as a foreign entity?

[]Yes X No [1N/A
B. [F THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all directors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entities. If
there are no such members, write "no members." For trusts, estates or other similar entities, list below
the legal titleholder(s).

[f the entity is a general partnership, limited partnership, limited liability company, limited liability
partnership or joint venture, list below the name and title of each general partner, managing member,
manager or any other person or entity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal entity listed below must submit an EDS on its own behalf.

Name Title
Alliant Capital, Ltd. General Partner

2. Please provide the following information concerning each person or entity having a direct or
indirect beneficial interest (including ownership) in excess of 7.5% of the Disclosing Party. Examples
of such an interest include shares in a corporation, partnership interest in a partnership or joint venture,
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interest of a member or manager in a limited liability company, or interest of a beneficiary of a trust,
estate or other similar entity. [f none, state “None.” NOTE: Pursuant to Section 2-154-030 of the
Municipal Code of Chicago (“Municipal Code”), the City may require any such additional information
from any applicant which is reasonably intended to achieve full disclosure.

Name Business Address Percentage Interest in the
Disclosing Party
Alliant Capital, Ltd. 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 0.01% (GP)
" “Verizon Credit, Iic.” =~ ™~~~ "340'Royal’Pdinciana Way, suite' 305, Palm Beach, FL 33480~ ~ =~ 7777 799.99%(LP)y” """ C

SECTION III -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship," as defined in Chapter 2-156 of the Municipal
Code, with any City elected official in the 12 months before the date this EDS is signed?

[]Yes X] No

If yes, please identify below the name(s) of such City elected official(s) and describe such
relationship(s):
N/A

SECTION 1V -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose the name and business address of each subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has retained
or expects to retain in connection with the Matter, as well as the nature of the relationship, and the total
amount of the fees paid or estimated to be paid. The Disclosing Party is not required to disclose
employees who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” means any person or entity who undertakes to influence any legislative or administrative
action on behalf of any person or entity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also means any person or entity any part of whose duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosure is required under this Section, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicate whether  Business Relationship to Disclosing Party Fees (indicate whether

retained or anticipated Address (subcontractor, attorney, paid or estimated.) NOTE:

to be retained) lobbyist, etc.) “hourly rate” or “t.b.d.” is
not an acceptable response.

N/A

(Add sheets if necessary)

[X] Check here if the Disclosing Party has not retained, nor expects to retain, any such persons or entities.

SECTION YV -- CERTIFICATIONS
A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Section 2-92-415, substantial owners of business entities that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who directly or indirectly owns 10% or more of the Disclosing Party been declared in
arrearage on any child support obligations by any Illinois court of competent jurisdiction?

] Yes No No person directly or indirectly owns 10% or more of the
p
Disclosing Party.

If “Yes,” has the person entered into a court-approved agreement for payment of all support owed and
is the person in compliance with that agreement?

[]1Yes {]No
B. FURTHER CERTIFICATIONS

I. Pursuant to Municipal Code Chapter 1-23, Article I (“Article I’)(which the Applicant should
consult for defined terms (e.g., “doing business”) and legal requirements), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifies as follows: (1) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminal offense involving actual, attempted, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishonesty or deceit against an officer or employee of the City or any sister agency; and (ii) the
Applicant understands and acknowledges that compliance with Article I is a continuing requirement for
doing business with the City. NOTE: If Article I applies to the Applicant, the permanent compliance
timeframe in Article I supersedes some five-year compliance timeframes in certifications 2 and 3 below.
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2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or entities
identified in Section II.B.1. of this EDS:

a. are not presently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b. have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offense, adjudged guilty, or had a civil judgment rendered against them in connection with:
--obtaining,-attempting to obtain, or performing a-public (federal,-state or local) transaction or
contract under a public transaction; a violation of federal or state antitrust statutes; fraud;
embezzlement; theft; forgery; bribery; falsification or destruction of records; making false
statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
state or local) with committing any of the offenses set forth in clause B.2.b. of this Section V;

d. have not, within a five-year period preceding the date of this EDS, had one or more public
transactions (federal, state or local) terminated for cause or default; and

e. have not, within a five-year period preceding the date of this EDS, been convicted, adjudged
guilty, or found liable in a civil proceeding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the federal government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

* the Disclosing Party;

« any “Contractor” (meaning any contractor or subcontractor used by the Disclosing Party in
connection with the Matter, including but not limited to all persons or legal entities disclosed under
Section IV, “Disclosure of Subcontractors and Other Retained Parties™);

» any "Affiliated Entity" (meaning a person or entity that, directly or indirectly: controls the
Disclosing Party, is controlled by the Disclosing Party, or is, with the Disclosing Party, under
common control of another person or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of interests among family members, shared facilities
and equipment; common use of employees; or organization of a business entity following the
ineligibility of a business entity to do business with federal or state or local government, including
the City, using substantially the same management, ownership, or principals as the ineligible entity);
with respect to Contractors, the term Affiliated Entity means a person or entity that directly or
indirectly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or entity;

» any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or employee of the Disclosing Party, any Contractor or any Affiliated Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any
Contractor or any Affiliated Entity (collectively "Agents").
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of either the Disclosing Party
or any Contractor nor any Agents have, during the five years before the date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the
Matter:

a. bribed or attempted to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employee of the City, the State of Illinois, or any agency of the federal
-.government or of any state or-local government in-the United States of America, in-that officer's.
or employee's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agreement, or been convicted or adjudged guilty of agreement or collusion among bidders or
prospective bidders, in restraint of freedom of competition by agreement to bid a fixed price or
otherwise; or

c¢. made an admission of such conduct described in a. or b. above that is a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Section 2-92-610 (Living Wage Ordinance).

4. Neither the Disclosing Party, Affiliated Entity or Contractor, or any of their employees, officials,
agents or partners, is barred from contracting with any unit of state or local government as a result of
engaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 ILCS 5/33E-4; or (3) any similar offense of any state or of the United States of
America that contains the same elements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Bureau of Industry and Security of the U.S. Department of Commerce or their successors: the Specially
Designated Nationals List, the Denied Persons List, the Unverified List, the Entity List and the
Debarred List.

6. The Disclosing Party understands and shall comply with the applicable requirements of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the

Municipal Code.

7. If the Disclosing Party is unable to certify to any of the above statements in this Part B (Further
Certifications), the Disclosing Party must explain below:
N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be conclusively
presumed that the Disclosing Party certified to the above statements.

8. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employee, or elected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “none”).

9. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the execution date of this EDS, to an employee, or elected or appointed
official, of the City of Chicago. For purposes of this statement, a “gift” does not include: (i) anything
made generally available to City employees or to the general public, or (ii) food or drink provided in the
course of official City business and having a retail value of less than $20 per recipient (if none, indicate
with “N/A” or “none”). As to any gift listed below, please also list the name of the City recipient.

N/A

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

1. The Disclosing Party certifies that the Disclosing Party (check one)

[]is Pq is not
a "financial institution" as defined in Section 2-32-455(b) of the Municipal Code.
2. If the Disclosing Party IS a financial institution, then the Disclosing Party pledges:

"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that none of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of the Municipal Code. We understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing
business with the City."

If the Disclosing Party is unable to make this pledge because it or any of its affiliates (as defined in
Section 2-32-455(b) of the Municipal Code) is a predatory Iender within the meaning of Chapter
2-32 of the Municipal Code, explain here (attach additional pages if necessary):

N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be
conclusively presumed that the Disclosing Party certified to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that are defined in Chapter 2-156 of the Municipal Code have the same
meanings when used in this Part D. ' '

1. In accordance with Section 2-156-110 of the Municipal Code: Does any official or employee
of the City have a financial interest in his or her own name or in the name of any other person or
entity in the Matter?

[]Yes K No

NOTE: If you checked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
[tem D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or otherwise permitted, no City
clected official or employee shall have a financial interest in his or her own name or in the name of
any other person or entity in the purchase of any property that (i) belongs to the City, or (ii) is sold
for taxes or assessiments, or (iii) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Sale"). Compensation for property taken pursuant to the City's eminent domain power
does not constitute a financial interest within the meaning of this Part D.

Does the Matter involve a City Property Sale?
[]1Yes X] No

3. If you checked "Yes" to Item D.1., provide the names and business addresses of the City
officials or employees having such interest and identify the nature of such interest:

Name Business Address Nature of Interest

4. The Disclosing Party further certifies that no prohibited financial interest in the Matter will
be acquired by any City official or employee.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Please check either 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclose below or in an attachment to this EDS all information required by paragraph 2. Failure to
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comply with these disclosure requirements may make any contract entered into with the City in
connection with the Matter voidable by the City.

__ X _1. The Disclosing Party verifies that the Disclosing Party has searched any and all records of
the Disclosing Party and any and all predecessor entities regarding records of investments or profits
from slavery or slaveholder insurance policies during the slavery era (including insurance policies
issued to slaveholders that provided coverage for damage to or injury or death of their slaves), and
the Disclosing Party has found no such records.

2. The Disclosing Party verifies that, as a result of conducting the search in step 1 above, the
Disclosing Party has found records of investments or profits from slavery or slaveholder insurance
policies. The Disclosing Party verifies that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slaveholders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Section VI. If the Matter is not federally
funded, proceed to Section V1. For purposes of this Section V], tax credits allocated by the City
and proceeds of debt obligations of the City are not federal funding.

A. CERTIFICATION REGARDING LOBBYING

1. List below the names of all persons or entities registered under the federal Lobbying
Disclosure Act of 1995 who have made lobbying contacts on behalf of the Disclosing Party with
respect to the Matter: (Add sheets if necessary):

None

(If no explanation appears or begins on the lines above, or if the letters "NA" or if the word "None"
appear, it will be conclusively presumed that the Disclosing Party means that NO persons or entities
registered under the Lobbying Disclosure Act of 1995 have made lobbying contacts on behalf of the
Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not expend any federally appropriated funds to pay
any person or entity listed in Paragraph A.1. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or employee of any agency, as defined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employee of a
member of Congress, in connection with the award of any federally funded contract, making any
federally funded grant or loan, entering into any cooperative agreement, or to extend, continue, renew,
amend, or modify any federally funded contract, grant, loan, or cooperative agreement.
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3. The Disclosing Party will submit an updated certification at the end of each calendar quarter in
which there occurs any event that materially affects the accuracy of the statements and information set
forth in paragraphs A.l. and A.2. above.

4, The Disclosing Party certifies that either: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in section
501(c)(4) of the Internal Revenue Code of 1986 but has not engaged and will not engage in "Lobbying
Activities".

5. [If the Disclosing Party is the Applicant, the Disclosing Party must obtain certifications equal in
form and substance to paragraphs A.l. through A.4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain all such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon request.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

If the Matter is federally funded, federal regulations require the Applicant and all proposed
subcontractors to submit the following information with their bids or in writing at the outset of
negotiations.

Is the Disclosing Party the Applicant?
[1Yes ] No
If “Yes,” answer the three questions below:

1. Have you developed and do you have on file affirmative action programs pursuant to applicable
federal regulations? (See 41 CFR Part 60-2.)
[1Yes [ ]No

2. Have you filed with the Joint Reporting Committee, the Director of the Office of Federal
Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due
under the applicable filing requirements?

[1Yes []No

3. Have you participated in any previous contracts or subcontracts subject to the
equal opportunity clause?

[1Yes []No

If you checked “No™ to question 1. or 2. above, please provide an explanation:
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SECTION VII -- ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether

procurement, City assistance, or other City action, and are material inducements to the City's execution

of any contract or taking other action with respect to the Matter. The Disclosing Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, impose certain duties and obligations on persons or entities seeking City contracts,
work, business, or transactions. The full text of these ordinances and a training program is available on
line at www.cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, IL 60610, (312) 744-9660. The Disclosing Party must comply fully
with the applicable ordinances.

C. If the City determines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agreement in connection with which it is submitted may be rescinded or be void or
voidable, and the City may pursue any remedies under the contract or agreement (if not rescinded or
void), at law, or in equity, including terminating the Disclosing Party's participation in the Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Remedies at
law for a false statement of material fact may include incarceration and an award to the City of treble
damages.

D. Itis the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made available to the public on the Internet, in response to a Freedom of Information Act request, or
otherwise. By completing and signing this EDS, the Disclosing Party waives and releases any possible
rights or claims which it may have against the City in connection with the public release of information
contained in this EDS and also authorizes the City to verify the accuracy of any information submitted
in this EDS.

E. The information provided in this EDS must be kept current. In the event of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If the Matteris a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NOTE: With respect to Matters subject to Article [ of
Chapter 1-23 of the Municipal Code (imposing PERMANENT INELIGIBILITY for certain specified
offenses), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Section 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:
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F.1. The Disclosing Party is not delinquent in the payment of any tax administered by the Illinois
Department of Revenue, nor are the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
sewer charges, license fees, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
use, nor permit their subcontractors to use, any facility listed by the U.S. E.P.A. on the federal Excluded
Parties List System ("EPLS") maintained by the U. S. General Services Administration.

F.3  If the Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in connection with the Matter certifications equal in
form and substance to those in F.1. and F.2. above and will not, without the prior written consent of the
City, use any such contractor/subcontractor that does not provide such certifications or that the
Disclosing Party has reason to believe has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. above, an
explanatory statement must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing below: (1) warrants that he/she is authorized to execute
this EDS and Appendix A (if applicable) on behalf of the Disclosing Party, and (2) warrants that all

certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City.

Alliant Tax Credit Fund 32, Ltd.
(Print or type name ofDiscjdsing Party)

e

. By: Alliant Capital, Ltd., itggeneral partner
(Slgn here) By: Alliant, Inc., its genejal partner
By: Brian Goldberg, Prgsident

L

By:

Brian Goldber _
(Print or type name of person signing)

President =~
(Print or type title of person signing)

Signed and sworn to before me on (date) _ U:l L( lw (4 ,
at Log & !‘36[65 County, _OPS‘ (state).
_%"\%\Mﬂ (‘)aV\ Notary Public.
a4 (b7 ———

Commission expires: ANUSH SINANIAN

Ommission 204
: 2671
oiary Pubiic . Californiz z
o 05 Angeles County 2
MM, Expires Sep 24, 2017
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND DEPARTMENT HEADS

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct
ownership interest in the Applicant exceeding 7.5 percent. It is not to be completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Code Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partner thereof currently has a “familial relationship” with
any elected city official or department head. A “familial relationship” exists if, as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department head as spouse or domestic
partner or as any of the following, whether by blood or adoption: parent, child, brother or sister, aunt or uncle,
niece or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or half-brother or half-sister.

“Applicable Party” means (1) all executive officers of the Disclosing Party listed in Section I1.B.1.a., if the
Disclosing Party is a corporation,; all partners of the Disclosing Party, if the Disclosing Party is a general
partnership; all general partners and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having more than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” means the president, chief
operating officer, executive director, chief financial officer, treasurer or secretary of a legal entity or any person
exercising similar authority.

Does the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “familial relationship” with an elected city official or department head?

[ ]Yes X] No

If yes, please identify below (1) the name and title of such person, (2) the name of the legal entity to which
such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT
SECTION I -- GENERAL INFORMATION
A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

_Alliant Capital, Ltd,

Check ONE of the following three boxes:

Indicate whether the Disclosing Party submitting this EDS is:
1. [] the Applicant
OR
2. DJ alegal entity holding a direct or indirect interest in the Applicant. State the legal name of the
Applicant in which the Disclosing Party holds an interest: Hilliard Homes 1l Limited Partnership
OR
3. [ ] alegal entity with a right of control (see Section I1.B.1.) State the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 340 Royal Poinciana Way, Suite 305
Palm Beach, FL 33480

C. Telephone: 818-668-6800 Fax: 818-668-2828 Email: brian.goldberg@alliantcapital.com

D. Name of contact person: Brian Goldberg

E. Federal Employer Identification No. (if you have one):

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS? Department of Planning and Development

If the Matter is a contract being handled by the City’s Department of Procurement Services, please
complete the following:

Specification # N/A and Contract # N/A
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SECTION II -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

1. Indicate the nature of the Disclosing Parfy:

[ ] Person [ ] Limited liability company
[ ] Publicly registered business corporation [ ] Limited liability partnership
[ ] Privately held business corporation [ ] Joint venture
- [-]--Sole-proprietorship-- -—— s - - — e ce ... [-]- Not-for-profit corporation - -
[ 1 General partnership (Is the not-for-profit corporation also a 501(c)(3))7
X] Limited partnership [1Yes [1No
[] Trust [ ] Other (please specify)

2. For legal entities, the state (or foreign country) of incorporation or organization, if applicable:

Florida

3. For legal entities not organized in the State of Illinois: Has the organization registered to do
business in the State of Illinois as a foreign entity?

[]Yes X No [ ]N/A
B. IF THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all directors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entities. If
there are no such members, write "no members." For trusts, estates or other similar entities, list below
the legal titleholder(s).

If the entity is a general partnership, limited partnership, limited liability company, limited liability
partnership or joint venture, list below the name and title of each general partner, managing member,
manager or any other person or entity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal entity listed below must submit an EDS on its own behalf.

Name Title
Alliant, Inc. General Partner

2. Please provide the following information concerning each person or entity having a direct or
indirect beneficial interest (including ownership) in excess of 7.5% of the Disclosing Party. Examples
of such an interest include shares in a corporation, partnership interest in a partnership or joint venture,
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interest of a member or manager in a limited liability company, or interest of a beneficiary of a trust,
estate or other similar entity. If none, state “None.” NOTE: Pursuant to Section 2-154-030 of the
Municipal Code of Chicago (“Municipal Code™), the City may require any such additional information
from any applicant which is reasonably intended to achieve full disclosure.

Name Business Address Percentage Interest in the
Disclosing Party
Alliant, Inc. 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 1% (GP)
The Alliant Company, LLC "’ 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 ' ' ’ 99% (LP)" ~ T

SECTION I1I -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship," as defined in Chapter 2-156 of the Municipal
Code, with any City elected official in the 12 months before the date this EDS is signed?

[1Yes X] No
If yes, please identify below the name(s) of such City clected official(s) and describe such

relationship(s):
N/A

SECTION 1V -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose the name and business address of each subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has retained
or expects to retain in connection with the Matter, as well as the nature of the relationship, and the total
amount of the fees paid or estimated to be paid. The Disclosing Party is not required to disclose
employees who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” means any person or entity who undertakes to influence any legislative or administrative
action on behalf of any person or entity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also means any person or entity any part of whose duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosure is required under this Section, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicate whether = Business Relationship to Disclosing Party Fees (indicate whether

retained or anticipated Address (subcontractor, attorney, paid or estimated.) NOTE:

to be retained) lobbyist, etc.) “hourly rate” or “t.b.d.” is
not an acceptable response.

N/A

(Add sheets if necessary)

[X] Check here if the Disclosing Party has not retained, nor expects to retain, any such persons or entities.
SECTION V -- CERTIFICATIONS
A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Section 2-92-415, substantial owners of business entities that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who directly or indirectly owns 10% or more of the Disclosing Party been declared in
arrearage on any child support obligations by any Illinois court of competent jurisdiction?

[1Yes X] No [ 1 No person directly or indirectly owns 10% or more of the
Disclosing Party.

If “Yes,” has the person entered into a court-approved agreement for payment of all support owed and
is the person in compliance with that agreement?

[]Yes [ ]No
B. FURTHER CERTIFICATIONS

1. Pursuant to Municipal Code Chapter 1-23, Article I (“Article I”’)(which the Applicant should
consult for defined terms (e.g., “doing business”) and legal requirements), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifies as follows: (i) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminal offense involving actual, attempted, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishonesty or deceit against an officer or employee of the City or any sister agency; and (ii) the
Applicant understands and acknowledges that compliance with Article I is a continuing requirement for
doing business with the City. NOTE: If Article I applies to the Applicant, the permanent compliance
timeframe in Article I supersedes some five-year compliance timeframes in certifications 2 and 3 below.
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2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or entities
identified in Section II.B.1. of this EDS:

a. are not presently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b. have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offense, adjudged guilty, or had a civil judgment rendered against them in connection with:
---obtaining,-attempting to obtain, or performing-a-public (federal;-state or-local) transaction-or- -
contract under a public transaction; a violation of fcderal or state antitrust statutes; fraud;
embezzlement; theft; forgery; bribery; falsification or destruction of records; making false

statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
state or local) with committing any of the offenses set forth in clause B.2.b. of this Section V;

d. have not, within a five-year period preceding the date of this EDS, had one or more public
transactions (federal, state or local) terminated for cause or default; and

e. have not, within a five-year period preceding the date of this EDS, been convicted, adjudged
guilty, or found liable in a civil proceeding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the federal government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

* the Disclosing Party; _

 any “Contractor” (meaning any contractor or subcontractor used by the Disclosing Party in
connection with the Matter, including but not limited to all persons or legal entities disclosed under
Section 1V, “Disclosure of Subcontractors and Other Retained Parties™);

» any "Affiliated Entity" (meaning a person or entity that, directly or indirectly: controls the
Disclosing Party, is controlled by the Disclosing Party, or is, with the Disclosing Party, under
common control of another person or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of interests among family members, shared facilities
and equipment; common use of employees; or organization of a business entity following the
ineligibility of a business entity to do business with federal or state or local government, including
the City, using substantially the same management, ownership, or principals as the ineligible entity);
with respect to Contractors, the term Affiliated Entity means a person or entity that directly or
indirectly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or entity;

» any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or employee of the Disclosing Party, any Contractor or any Affiliated Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any
Contractor or any Affiliated Entity (collectively "Agents").
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of either the Disclosing Party
or any Contractor nor any Agents have, during the five years before the date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the
Matter:

a. bribed or attempted to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employee of the City, the State of Illinois, or any agency of the federal

--government-or-of-any state or-local-government in the United States of-America,-in-that officer's -..... -

or employee's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agreement, or been convicted or adjudged guilty of agreement or collusion among bidders or
prospective bidders, in restraint of freedom of competition by agreement to bid a fixed price or
otherwise; or

c. made an admission of such conduct described in a. or b. above that is a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Section 2-92-610 (Living Wage Ordinance).

4. Neither the Disclosing Party, Affiliated Entity or Contractor, or any of their employees, officials,
agents or partners, is barred from contracting with any unit of state or local government as a result of
engaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 ILCS 5/33E-4; or (3) any similar offense of any state or of the United States of
America that contains the same elements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Bureau of Industry and Security of the U.S. Department of Commerce or their successors: the Specially
Designated Nationals List, the Denied Persons List, the Unverified List, the Entity List and the
Debarred List.

6. The Disclosing Party understands and shall comply with the applicable requirements of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the
Municipal Code.

7. If the Disclosing Party is unable to certify to any of the above statements in this Part B (Further
Certifications), the Disclosing Party must explain below:
N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be conclusively
presumed that the Disclosing Party certified to the above statements.

8. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employee, or elected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “none”).

9. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the execution date of this EDS, to an employee, or elected or appointed
official, of the City of Chicago. For purposes of this statement, a “gift” does not include: (i) anything
made generally available to City employees or to the general public, or (ii) food or drink provided in the
course of official City business and having a retail value of less than $20 per recipient (if none, indicate
with “N/A” or “none”). As to any gift listed below, please also list the name of the City recipient.

N/A

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

1. The Disclosing Party certifies that the Disclosing Party (check one)

[1is [ is not
a "financial institution" as defined in Section 2-32-455(b) of the Municipal Code.
2. If the Disclosing Party IS a financial institution, then the Disclosing Party pledges:

"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that none of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of the Municipal Code. We understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing
business with the City."

If the Disclosing Party is unable to make this pledge because it or any of its affiliates (as defined in
Section 2-32-455(b) of the Municipal Code) is a predatory lender within the meaning of Chapter
2-32 of the Municipal Code, explain here (attach additional pages if necessary):

N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be
conclusively presumed that the Disclosing Party certified to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that are defined in Chapter 2-156 of the Municipal Code have the same
meaninigs when uséd in this Part' D. - ' T ' ' o )

1. In accordance with Section 2-156-110 of the Municipal Code: Does any official or employee
of the City have a financial interest in his or her own name or in the name of any other person or
entity in the Matter?

[]1Yes ] No

NOTE: If you checked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
Item D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or otherwise permitted, no City
elected official or employee shall have a financial interest in his or her own name or in the name of
any other person or entity in the purchase of any property that (i) belongs to the City, or (ii) is sold
for taxes or assessments, or (iii) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Sale"). Compensation for property taken pursuant to the City's eminent domain power
does not constitute a financial interest within the meaning of this Part D.

Does the Matter involve a City Property Sale?
[]Yes X] No

3. [If you checked "Yes" to Item D.1., provide the names and business addresses of the City
officials or employees having such interest and identify the nature of such interest:

Name Business Address Nature of Interest

4. The Disclosing Party further certifies that no prohibited financial interest in the Matter will
be acquired by any City official or employee.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Please check either 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclose below or in an attachment to this EDS all information required by paragraph 2. Failure to
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comply with these disclosure requirements may make any contract entered into with the City in
connection with the Matter voidable by the City.

__ X 1. The Disclosing Party verifies that the Disclosing Party has searched any and all records of
the Disclosing Party and any and all predecessor entities regarding records of investments or profits
from slavery or slaveholder insurance policies during the slavery era (including insurance policies
issued to slaveholders that provided coverage for damage to or injury or death of their slaves), and
the Disclosing Party has found no such records.

____ 2. The Disclosing Party verifies that, as a result of conducting the search in step 1 above, the
Disclosing Party has found records of investments or profits from slavery or slaveholder insurance
policies. The Disclosing Party verifies that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slaveholders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Section V1. If the Matter is not federally
funded, proceed to Section VII. For purposes of this Section VI, tax credits allocated by the City
and proceeds of debt obligations of the City are not federal funding.

A. CERTIFICATION REGARDING LOBBYING

1. List below the names of all persons or entities registered under the federal Lobbying
Disclosure Act of 1995 who have made lobbying contacts on behalf of the Disclosing Party with
respect to the Matter: (Add sheets if necessary):

None

(If no explanation appears or begins on the lines above, or if the letters "NA" or if the word "None"
appear, it will be conclusively presumed that the Disclosing Party means that NO persons or entities
registered under the Lobbying Disclosure Act of 1995 have made lobbying contacts on behalf of the
Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not expend any federally appropriated funds to pay
any person or entity listed in Paragraph A.l. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or employee of any agency, as defined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employee of a
member of Congress, in connection with the award of any federally funded contract, making any
federally funded grant or loan, entering into any cooperative agreement, or to extend, continue, renew,
amend, or modify any federally funded contract, grant, loan, or cooperative agreement.
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3. The Disclosing Party will submit an updated certification at the end of each calendar quarter in
which there occurs any event that materially affects the accuracy of the statements and information set
forth in paragraphs A.1. and A.2. above.

4. The Disclosing Party certifies that either: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in section
501(c)(4) of the Internal Revenue Code of 1986 but has not engaged and will not engage in "Lobbying
- Activities".

5. If the Disclosing Party is the Applicant, the Disclosing Party must obtain certifications equal in
form and substance to paragraphs A.l. through A.4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain all such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon request.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

If the Matter is federally funded, federal regulations require the Applicant and all proposed
subcontractors to submit the following information with their bids or in writing at the outset of
negotiations.

Is the Disclosing Party the Applicant?
[]Yes X] No
If “Yes,” answer the three questions below:

1. Have you developed and do you have on file affirmative action programs pursuant to applicable
federal regulations? (See 41 CFR Part 60-2.)
[]Yes [ 1No

2. Have you filed with the Joint Reporting Committee, the Director of the Office of Federal
Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due
under the applicable filing requirements?

[]Yes [ ]No

3. Have you participated in any previous contracts or subcontracts subject to the

equal opportunity clause?
[1Yes [1No

If you checked “No” to question 1. or 2. above, please provide an explanation:
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SECTION VII -- ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether
procurement, City assistance, or other City action, and are material inducements to the City's execution .
of any contract or taking other action with respect to the Matter. The Disclosing Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, impose certain duties and obligations on persons or entities seeking City contracts,
work, business, or transactions. The full text of these ordinances and a training program is available on
line at www.cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, IL 60610, (312) 744-9660. The Disclosing Party must comply fully
with the applicable ordinances.

C. If the City determines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agreement in connection with which it is submitted may be rescinded or be void or
voidable, and the City may pursue any remedies under the contract or agreement (if not rescinded or
void), at law, or in equity, including terminating the Disclosing Party's participation in the Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Remedies at
law for a false statement of material fact may include incarceration and an award to the City of treble
damages.

D. It is the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made available to the public on the Internet, in response to a Freedom of Information Act request, or
otherwise. By completing and signing this EDS, the Disclosing Party waives and releases any possible
rights or claims which it may have against the City in connection with the public release of information
contained in this EDS and also authorizes the City to verify the accuracy of any information submitted
in this EDS.

E. The information provided in this EDS must be kept current. In the event of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If the Matter is a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NOTE: With respect to Matters subject to Article I of
Chapter 1-23 of the Municipal Code (imposing PERMANENT INELIGIBILITY for certain specified
offenses), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Section 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:
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F.1. The Disclosing Party is not delinquent in the payment of any tax administered by the Illinois
Department of Revenue, nor are the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
sewer charges, license fees, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
use, nor permit their subcontractors to use, any facility listed by the U.S. E.P.A. on the federal Excluded
Parties List System ("EPLS") maintained by the U. S. General Services Administration.

F.3  If the Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in connection with the Matter certifications equal in
form and substance to those in F.1. and F.2. above and will not, without the prior written consent of the
City, use any such contractor/subcontractor that does not provide such certifications or that the
Disclosing Party has reason to believe has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. above, an
explanatory statement must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing below: (1) warrants that he/she is authorized to execute
this EDS and Appendix A (if applicable) on behalf of the Disclosing Party, and (2) warrants that all

certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City.

Alliant Capital, Ltd.

(Print or type HW
By

By: Alliant, Inc , its generalp ner
(Slfvn here) By: Brian Goldberg, PreSIde

Brian Goldberg
(Print or type name of person signing)

President
(Print or type title of person signing)

Signed and sworn to before me on (date) '-“’["( "7/01'4 ,
at (PS A’V\‘(ﬁ(eg County, C A~ (state).
A‘V\M’(b"\ Q\MV\" ) Notary Public. ., . .

Commission # 2042671
Notary Public - California
Los Angeles County
My Comm. Expires Sep 24, 2017

ANUSH SINANIAN E
Z
-4
=

Commission expires: A l’-‘f{'}ﬁ 7.
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND DEPARTMENT HEADS

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct
ownership interest in the Applicant exceeding 7.5 percent. It is not to be completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Code Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partner thereof currently has a “familial relationship” with
any elected city official or department head. A “familial relationship” exists if, as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department head as spouse or domestic
partner or as any of the following, whether by blood or adoption: parent, child, brother or sister, aunt or uncle,
niece or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or half-brother or half-sister.

“Applicable Party” means (1) all executive officers of the Disclosing Party listed in Section II.B.1.a., if the
Disclosing Party is a corporation; all partners of the Disclosing Party, if the Disclosing Party is a general
partnership; all general partners and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having more than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” means the president, chief
operating officer, executive director, chief financial officer, treasurer or secretary of a legal entity or any person
exercising similar authority.

Does the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “familial relationship” with an elected city official or department head?

[ ]Yes X1 No

If yes, please identify below (1) the name and title of such person, (2) the name of the legal entity to which
such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT
SECTION I -- GENERAL INFORMATION
A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

The Alliant Company, LLC

Check ONE of the following three boxes:

Indicate whether the Disclosing Party submitting this EDS is:
1. [] the Applicant
OR
2. [{ alegal entity holding a direct or indirect interest in the Applicant. State the legal name of the
Applicant in which the Disclosing Party holds an interest: Hilliard Homes II Limited Partnership
OR
3. [] alegal entity with a right of control (see Section II.B.1.) State the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 340 Royal Poinciana Way, Suite 305
Palm Beach, FL 33480

C. Telephone: 818-668-6800 Fax: 818-668-2828 Email: Shawn.Horwitz@alliantcapital.com

D. Name of contact person: Shawn Horwitz

E. Federal Employer Identification No. (if you have one): o

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS? Department of Planning and Development

If the Matter is a contract being handled by the City’s Department of Procurement Services, please
complete the following:

Specification # N/A and Contract # N/A

Ver. 01-01-12 Page 1 of 13



SECTION I1 -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

1. Indicate the nature of the Disclosing Party:

[ ] Person X] Limited liability company

[ ] Publicly registered business corporation [ ] Limited liability partnership

[ ] Privately held business corporation [] Joint venture

[ 1 Sole proprietorship S [ ] Not-for-profit corporation = _

[ 1 General partnership (Is the not-for-profit corporation also a 501(c)(3))?
[ ] Limited partnership []Yes [ ]No

[ 1 Trust [ 1 Other (please specify)

2. For legal entities, the state (or foreign country) of incorporation or organization, if applicable:

Florida

3. For legal entities not organized in the State of Illinois: Has the organization registered to do
business in the State of 1llinois as a foreign entity?

[]Yes X No [IN/A
B. IF THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all directors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entities. If
there are no such members, write "no members." For trusts, estates or other similar entities, list below
the legal titleholder(s).

If the entity is a general partnership, limited partnership, limited liability company, limited liability
partnership or joint venture, list below the name and title of each general partner, managing member,
manager or any other person or entity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal entity listed below must submit an EDS on its own behalf.

Name Title
Alliant, Inc. Managing Member

2. Please provide the following information concerning each person or entity having a direct or
indirect beneficial interest (including ownership) in excess of 7.5% of the Disclosing Party. Examples
of such an interest include shares in a corporation, partnership interest in a partnership or joint venture,
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interest of a member or manager in a limited liability company, or interest of a beneficiary of a trust,
estate or other similar entity. If none, state “None.” NOTE: Pursuant to Section 2-154-030 of the
Municipal Code of Chicago (“Municipal Code”), the City may require any such additional information
from any applicant which is reasonably intended to achieve full disclosure.

Name Business Address Percentage Interest in the
Disclosing Party
Alliant, Inc. 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 1% (Managing Member)
- Palm Drive-Associates, LLC - 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 - - 24.75% (Non-Managing Member)-
344 Columbia Associates, Ltd. 340 Royal Poinciana Way, suite 305, Paim Beach, FL. 33480 24.75% (Non-Managing Member)
SAK Housing, LLC 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 49.5% (Non-Managing Member)

SECTION III -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship," as defined in Chapter 2-156 of the Municipal
Code, with any City elected official in the 12 months before the date this EDS is signed?

[]Yes X] No

If yes, please identify below the name(s) of such City elected official(s) and describe such
relationship(s):
N/A

SECTION IV -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose the name and business address of each subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has retained
or expects to retain in connection with the Matter, as well as the nature of the relationship, and the total
amount of the fees paid or estimated to be paid. The Disclosing Party is not required to disclose
employees who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” means any person or entity who undertakes to influence any legislative or administrative
action on behalf of any person or entity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also means any person or entity any part of whose duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosure is required under this Section, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicate whether ~ Business Relationship to Disclosing Party Fees (indicate whether

retained or anticipated Address (subcontractor, attorney, paid or estimated.) NOTE:

to be retained) lobbyist, etc.) “hourly rate” or “t.b.d.” is
not an acceptable response.

N/A

(Add sheets if necessary)

[X] Check here if the Disclosing Party has not retained, nor expects to retain, any such persons or entities.

SECTION V -- CERTIFICATIONS
A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Section 2-92-415, substantial owners of business entities that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who directly or indirectly owns 10% or more of the Disclosing Party been declared in
arrearage on any child support obligations by any Illinois court of competent jurisdiction?

[1Yes X] No [ ] No person directly or indirectly owns 10% or more of the
Disclosing Party.

If “Yes,” has the person entered into a court-approved agreement for payment of all support owed and
is the person in compliance with that agreement?

[]Yes [ ]1No
B. FURTHER CERTIFICATIONS

1. Pursuant to Municipal Code Chapter 1-23, Article I (“Article I”)(which the Applicant should
consult for defined terms (e.g., “doing business”) and legal requirements), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifies as follows: (i) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminal offense involving actual, attempted, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishonesty or deceit against an officer or employee of the City or any sister agency; and (ii) the
Applicant understands and acknowledges that compliance with Article I is a continuing requirement for
doing business with the City. NOTE: If Article I applies to the Applicant, the permanent compliance
timeframe in Article I supersedes some five-year compliance timeframes in certifications 2 and 3 below.

Page 4 of 13



2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or entities
identified in Section II.B.1. of this EDS:

a. are not presently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b. have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offense, adjudged guilty, or had a civil judgment rendered against them in connection with:

contract under a public transaction; a violation of federal or state antitrust statutes; fraud;
embezzlement; theft; forgery; bribery; falsification or destruction of records; making false
statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
state or local) with committing any of the offenses set forth in clause B.2.b. of this Section V;

d. have not, within a five-year period preceding the date of this EDS, had one or more public
transactions (federal, state or local) terminated for cause or default; and

e. have not, within a five-year period preceding the date of this EDS, been convicted, adjudged
guilty, or found liable in a civil proceeding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the federal government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

* the Disclosing Party;

* any “Contractor” (meaning any contractor or subcontractor used by the Disclosing Party in
connection with the Matter, including but not limited to all persons or legal entities disclosed under
Section IV, “Disclosure of Subcontractors and Other Retained Parties™);

* any "Affiliated Entity" (meaning a person or entity that, directly or indirectly: controls the
Disclosing Party, is controlled by the Disclosing Party, or is, with the Disclosing Party, under
common control of another person or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of interests among family members, shared facilities
and equipment; common use of employees; or organization of a business entity following the
ineligibility of a business entity to do business with federal or state or local government, including
the City, using substantially the same management, ownership, or principals as the ineligible entity);
with respect to Contractors, the term Affiliated Entity means a person or entity that directly or
indirectly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or entity;

* any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or employee of the Disclosing Party, any Contractor or any Affiliated Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any
Contractor or any Affiliated Entity (collectively "Agents").
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of either the Disclosing Party
or any Contractor nor any Agents have, during the five years before the date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the
Matter:

a. bribed or attempted to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employee of the City, the State of Illinois, or any agency of the federal

_government or of any state or local government in the United States of America, in that officer's =~

or employee's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agreement, or been convicted or adjudged guilty of agreement or collusion among bidders or
prospective bidders, in restraint of freedom of competition by agreement to bid a fixed price or
otherwise; or

c. made an admission of such conduct described in a. or b. above that is a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Section 2-92-610 (Living Wage Ordinance).

4. Neither the Disclosing Party, Affiliated Entity or Contractor, or any of their employees, officials,
agents or partners, is barred from contracting with any unit of state or local government as a result of
engaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 ILCS 5/33E-4; or (3) any similar offense of any state or of the United States of
America that contains the same elements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Bureau of Industry and Security of the U.S. Department of Commerce or their successors: the Specially
Designated Nationals List, the Denied Persons List, the Unverified List, the Entity List and the
Debarred List.

6. The Disclosing Party understands and shall comply with the applicable requirements of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the
Municipal Code.

7. If the Disclosing Party is unable to certify to any of the above statements in this Part B (Further
Certifications), the Disclosing Party must explain below:

N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be conclusively
presumed that the Disclosing Party certified to the above statements.

8. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employee, or elected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “none”).

_NIA

9. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the execution date of this EDS, to an employee, or elected or appointed
official, of the City of Chicago. For purposes of this statement, a “gift” does not include: (i) anything
made generally available to City employees or to the general public, or (ii) food or drink provided in the
course of official City business and having a retail value of less than $20 per recipient (if none, indicate
with “N/A” or “none”). As to any gift listed below, please also list the name of the City recipient.

N/A

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

1. The Disclosing Party certifies that the Disclosing Party (check onc)

[1is X} is not
a "financial institution" as defined in Section 2-32-455(b) of the Municipal Code.
2. [fthe Disclosing Party IS a financial institution, then the Disclosing Party pledges:

"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that none of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of the Municipal Code. We understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing
business with the City."

If the Disclosing Party is unable to make this pledge because it or any of its affiliates (as defined in
Section 2-32-455(b) of the Municipal Code) is a predatory lender within the meaning of Chapter
2-32 of the Municipal Code, explain here (attach additional pages if necessary):

N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be
conclusively presumed that the Disclosing Party certified to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that are defined in Chapter 2-156 of the Municipal Code have the same
. .meanings when-used-in this-Part D .. o

1. In accordance with Section 2-156-110 of the Municipal Code: Does any official or employee
of the City have a financial interest in his or her own name or in the name of any other person or
entity in the Matter? '

[1Yes Xl No

NOTE: Ifyou checked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
[tem D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or otherwise permitted, no City
elected official or employee shall have a financial interest in his or her own name or in the name of
any other person or entity in the purchase of any property that (i) belongs to the City, or (ii) is sold
for taxes or assessments, or (iii) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Sale"). Compensation for property taken pursuant to the City's eminent domain power
does not constitute a financial interest within the meaning of this Part D.

Does the Matter involve a City Property Sale?
[]Yes X] No

3. If you checked "Yes" to Item D.1., provide the names and business addresses of the City
officials or employees having such interest and identify the nature of such interest:

Name Business Address Nature of Interest

4. The Disclosing Party further certifies that no prohibited financial interest in the Matter will
be acquired by any City official or employee.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Please check either 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclose below or in an attachment to this EDS all information required by paragraph 2. Failure to
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comply with these disclosure requirements may make any contract entered into with the City in
connection with the Matter voidable by the City.

__X_1. The Disclosing Party verifies that the Disclosing Party has searched any and all records of
the Disclosing Party and any and all predecessor entities regarding records of investments or profits
from slavery or slaveholder insurance policies during the slavery era (including insurance policies
issued to slaveholders that provided coverage for damage to or injury or death of their slaves), and
the Disclosing Party has found no such records.

2. The Disclosing Party verifies that, as a result of conducting the search in step 1 above, the
Disclosing Party has found records of investments or profits from slavery or slaveholder insurance
policies. The Disclosing Party verifies that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slaveholders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Section VI. If the Matter is not federally
funded, proceed to Section VII. For purposes of this Section VI, tax credits allocated by the City
and proceeds of debt obligations of the City are not federal funding.

A. CERTIFICATION REGARDING LOBBYING

1. List below the names of all persons or entities registered under the federal Lobbying
Disclosure Act of 1995 who have made lobbying contacts on behalf of the Disclosing Party with
respect to the Matter: (Add sheets if necessary):

None

(If no explanation appears or begins on the lines above, or if the letters "NA" or if the word "None"
appear, it will be conclusively presumed that the Disclosing Party means that NO persons or entities
registered under the Lobbying Disclosure Act of 1995 have made lobbying contacts on behalf of the
Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not expend any federally appropriated funds to pay
any person or entity listed in Paragraph A.l. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or employee of any agency, as defined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employee of a
member of Congress, in connection with the award of any federally funded contract, making any
federally funded grant or loan, entering into any cooperative agreement, or to extend, continue, renew,
amend, or modify any federally funded contract, grant, loan, or cooperative agreement.
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3. The Disclosing Party will submit an updated certification at the end of each calendar quarter in
which there occurs any event that materially affects the accuracy of the statements and information set
forth in paragraphs A.1. and A.2. above.

4. The Disclosing Party certifies that either: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in section
501(c)(4) of the Internal Revenue Code of 1986 but has not engaged and will not engage in "Lobbying
Activities".

5. If the Disclosing Party is the Applicant, the Disclosing Party must obtain certifications equal in
form and substance to paragraphs A.l. through A 4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain all such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon request.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

If the Matter is federally funded, federal regulations require the Applicant and all proposed
subcontractors to submit the following information with their bids or in writing at the outset of
negotiations.

Is the Disclosing Party the Applicant?
[]Yes X] No
If “Yes,” answer the three questions below:

1. Have you developed and do you have on file affirmative action programs pursuant to applicable
federal regulations? (See 41 CFR Part 60-2.)
[]Yes []No

2. Have you filed with the Joint Reporting Committee, the Director of the Office of Federal
Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due
under the applicable filing requirements?

[]Yes []No

3. Have you participated in any previous contracts or subcontracts subject to the
equal opportunity clause?
[]Yes [ ] No

If you checked “No” to question 1. or 2. above, please provide an explanation:
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SECTION VII -- ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether

procurement, City assistance, or other City action, and are material inducements to the City's execution

of any contract or takmg other action with respect to the Matter. The Dlsclosmg Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, impose certain duties and obligations on persons or entities seeking City contracts,
work, business, or transactions. The full text of these ordinances and a training program is available on
line at www.cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, IL 60610, (312) 744- 9660 The Disclosing Party must comply fully
with the applicable ordinances.

C. If the City determines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agreement in connection with which it is submitted may be rescinded or be void or
voidable, and the City may pursue any remedies under the contract or agreement (if not rescinded or
void), at law, or in equity, including terminating the Disclosing Party's participation in the Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Remedies at
law for a false statement of material fact may include incarceration and an award to the City of treble
damages.

D. It is the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made available to the public on the Internet, in response to a Freedom of Information Act request, or
otherwise. By completing and signing this EDS, the Disclosing Party waives and releases any possible
rights or claims which it may have against the City in connection with the public release of information
contained in this EDS and also authorizes the City to verify the accuracy of any information submitted
in this EDS.

E. The information provided in this EDS must be kept current. In the event of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If the Matter is a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NOTE: With respect to Matters subject to Article I of
Chapter 1-23 of the Municipal Code (imposing PERMANENT INELIGIBILITY for certain specified
offenses), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Section 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:
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F.1. The Disclosing Party is not delinquent in the payment of any tax administered by the Illinois
Department of Revenue, nor are the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
sewer charges, license fees, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
use, nor permit their subcontractors to use, any facility listed by the U.S. E.P.A. on the federal Excluded

_ Parties List System ("EPLS") maintained by the U. S. General Services Administration.

F.3  If the Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in connection with the Matter certifications equal in
form and substance to those in F.1. and F.2. above and will not, without the prior written consent of the
City, use any such contractor/subcontractor that does not provide such certifications or that the
Disclosing Party has reason to believe has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. above, an
explanatory statement must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing below: (1) warrants that he/she is authorized to execute
this EDS and Appendix A (if applicable) on behalf of the Disclosing Party, and (2) warrants that all

certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City.

The Alliant Company, LLC
(Print or type n

By:

Q: By: Alliant, Inc., its managing er
(Slgn here) By: Shawn Horwitz, CEO 2__

Shawn Horwitz
(Print or type name of person signing)

Chief Executive Officer
(Print or type title of person signing)

Signed and sworn to before me on (date) ( ‘),( Y (20) *-f ,

at [0S h\'\f‘}’dCS County, A (state).
A‘/V\“’{’b‘/\ %\\"MV“ AM Notary Public.
Commission expires: Oﬂ \7/“( "2/0\,’) .
) ' Notary Public - Calitornia
Los Angeles County
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND DEPARTMENT HEADS

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct
ownership interest in the Applicant exceeding 7.5 percent. It is not to be completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Code Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partner thereof currently has a “familial relationship” with
any elected city official or department head. A “familial relationship” exists if, as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department head as spouse or domestic
partner or as any of the following, whether by blood or adoption: parent, child, brother or sister, aunt or uncle,
niece or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or half-brother or half-sister.

“Applicable Party” means (1) all executive officers of the Disclosing Party listed in Section II.B.1.a., if the
Disclosing Party is a corporation; all partners of the Disclosing Party, if the Disclosing Party is a general
partnership; all general partners and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having more than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” means the president, chief
operating officer, executive director, chief financial officer, treasurer or secretary of a legal entity or any person
exercising similar authority.

Does the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “familial relationship” with an elected city official or department head?

[ ]Yes [X] No

If yes, please identify below (1) the name and title of such person, (2) the name of the legal entity to which
such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT

SECTION I -- GENERAL INFORMATION

A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

_Alliant, Inc. _

Check ONE of the following three boxes:

Indicate whether the Disclosing Party submitting this EDS is:
l. [] the Applicant
OR
2. [ alegal entity holding a direct or indirect interest in the Applicant. State the legal name of the
Applicant in which the Disclosing Party holds an interest: Hilliard Homes Il Limited Partnership
OR
3. [] alegal entity with a right of control (see Section II.B.1.) State the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 340 Royal Poinciana Way. Suite 305
Palm Beach, FL 33480

C. Telephone: 818-668-6800 Fax: 818-668-2828 Email: brian.goldberg@alliantcapital.com

D. Name of contact person: Brian Goldberg

E. Federal Employer Identification No. (if you have one): o

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS? Department of Planning and Development

If the Matter is a contract being handled by the City’s Department of Procurement Services, please
complete the following:

Specification # _N/A and Contract # N/A
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SECTION II -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

1. Indicate the nature of the Disclosing Party:

[ ] Person [ ] Limited liability company
[ 1 Publicly registered business corporation [ 1 Limited liability partnership
X] Privately held business corporation [ ] Joint venture
_.[.]..Sole proprietorship....._ ... ... _. []. Notfor-profit.corporation... .
[ ] General partnership (Is the not-for-profit corporatlon also a 501(c)(3))‘7
[ ] Limited partnership []1Yes { ]No
{ ] Trust [ ] Other (please specify)

2. For legal entities, the state (or foreign country) of incorporation or organization, if applicable:

Florida

3. For legal entities not organized in the State of Illinois: Has the organization registered to do
business in the State of Illinois as a foreign entity?

[]Yes X No [IN/A
B. IF THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all directors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entities. If
there are no such members, write "no members." For trusts, estates or other similar entities, list below
the legal titleholder(s).

If the entity is a general partnership, limited partnership, limited liability company, limited liability
partnership or joint venture, list below the name and title of each general partner, managing member,
manager or any other person or entity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal entity listed below must submit an EDS on its own behalf.

Name Title

Sidney Kohl Director/Chairman of the Board

Shawn Horwitz Director/Chief Executive Office

Scott Kotick Director/Executive Vice President

Brian Goldberg President

James Jenkins Director/Vice President/Treasurer/Secretary

2. Please provide the following information concerning each person or entity having a direct or
indirect beneficial interest (including ownership) in excess of 7.5% of the Disclosing Party. Examples
of such an interest include shares in a corporation, partnership interest in a partnership or joint venture,
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interest of a member or manager in a limited liability company, or interest of a beneficiary of a trust,
estate or other similar entity. If none, state “None.” NOTE: Pursuant to Section 2-154-030 of the
Municipal Code of Chicago (“Municipal Code™), the City may require any such additional information
from any applicant which is reasonably intended to achieve full disclosure.

Name Business Address Percentage Interest in the

Disclosing Party
Sidney Kohl 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 50% Shareholder
“Shawn Horwitz =~ ==~ ~-340 Royal Poinciana Way; suite'305; Paim'Beach, FL 33480~~~ = = " """"25% Shareholder
Scott Kotick 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 25% Shareholder

SECTION III -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship," as defined in Chapter 2-156 of the Municipal
Code, with any City elected official in the 12 months before the date this EDS is signed?

[]Yes X] No

If yes, please identify below the name(s) of such City elected official(s) and describe such
relationship(s):
N/A

SECTION 1V -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose the name and business address. of each subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has retained
or expects to retain in connection with the Matter, as well as the nature of the relationship, and the total
amount of the fees paid or estimated to be paid. The Disclosing Party is not required to disclose
employees who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” means any person or entity who undertakes to influence any legislative or administrative
action on behalf of any person or entity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also means any person or entity any part of whose duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosure is required under this Section, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicate whether  Business Relationship to Disclosing Party Fees (indicate whether

retained or anticipated Address (subcontractor, attorney, paid or estimated.) NOTE:

to be retained) lobbyist, etc.) “hourly rate” or “t.b.d.” is
not an acceptable response.

N/A

(Add sheets if necessary)

[ Check here if the Disclosing Party has not retained, nor expects to retain, any such persons or entities.
SECTION V -- CERTIFICATIONS
A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Section 2-92-415, substantial owners of business entities that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who directly or indirectly owns 10% or more of the Disclosing Party been declared in
arrearage on any child support obligations by any Illinois court of competent jurisdiction?

[]1Yes Xl No [ ] No person directly or indirectly owns 10% or more of the
Disclosing Party.

If “Yes,” has the person entered into a court-approved agreement for payment of all support owed and
is the person in compliance with that agreement?

[]Yes [ ]No
B. FURTHER CERTIFICATIONS

1. Pursuant to Municipal Code Chapter 1-23, Article I (“Article I”)(which the Applicant should
consult for defined terms (e.g., “doing business™) and legal requirements), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifies as follows: (i) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminal offense involving actual, attempted, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishonesty or deceit against an officer or employee of the City or any sister agency; and (ii) the
Applicant understands and acknowledges that compliance with Article I is a continuing requirement for
doing business with the City. NOTE: If Article I applies to the Applicant, the permanent compliance
timeframe in Article I supersedes some five-year compliance timeframes in certifications 2 and 3 below.
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2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or entities
identified in Section II.B.1. of this EDS:

a. are not presently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b. have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offense, adjudged guilty, or had a civil judgment rendered against them in connection with:

_.obtaining, attempting to.obtain, or.performing a public_(federal, state or local).transaction.or . .. ...

contract under a public transaction; a violation of federal or state antitrust statutes; fraud;
embezzlement; theft; forgery; bribery; falsification or destruction of records; making false
statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
state or local) with committing any of the offenses set forth in clause B.2.b. of this Section V;

d. have not, within a five-year period preceding the date of this EDS, had one or more public
transactions (federal, state or local) terminated for cause or default; and

e. have not, within a five-year period preceding the date of this EDS, been convicted, adjudged
guilty, or found liable in a civil proceeding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the federal government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

* the Disclosing Party;

« any “Contractor” (ineaning any contractor or subcontractor used by the Disclosing Party in
connection with the Matter, including but not limited to all persons or legal entities disclosed under
Section IV, “Disclosure of Subcontractors and Other Retained Parties”);

« any "Affiliated Entity" (meaning a person or entity that, directly or indirectly: controls the
Disclosing Party, is controlled by the Disclosing Party, or is, with the Disclosing Party, under
common control of another person or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of interests among family members, shared facilities
and equipment; common use of employees; or organization of a business entity following the
ineligibility of a business entity to do business with federal or state or local government, including
the City, using substantially the same management, ownership, or principals as the ineligible entity);
with respect to Contractors, the term Affiliated Entity means a person or entity that directly or
indirectly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or entity;

- any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or employee of the Disclosing Party, any Contractor or any Affiliated Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any
Contractor or any Affiliated Entity (collectively "Agents").
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of either the Disclosing Party
or any Contractor nor any Agents have, during the five years before the date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the

Matter:

a. bribed or attempted to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employee of the City, the State of Illinois, or any agency of the federal

-..government or of any state or.local.government.in.the United.States.of America, in that.officer's.... . .. .

or employee's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agreement, or been convicted or adjudged guilty of agreement or collusion among bidders or
prospective bidders, in restraint of freedom of competition by agreement to bid a fixed price or
otherwise; or

¢. made an admission of such conduct described in a. or b. above that is a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Section 2-92-610 (Living Wage Ordinance).

4. Neither the Disclosing Party, Affiliated Entity or Contractor, or any of their employees, officials,
agents or partners, is barred from contracting with any unit of state or local government as a result of
engaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 ILCS 5/33E-4; or (3) any similar offense of any state or of the United States of
America that contains the same elements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Bureau of Industry and Security of the U.S. Department of Commerce or their successors: the Specially
Designated Nationals List, the Denied Persons List, the Unverified List, the Entity List and the
Debarred List.

6. The Disclosing Party understands and shall comply with the applicable requirements of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the
Municipal Code.

7. 1f the Disclosing Party is unable to certify to any of the above statements in this Part B (Further
Certifications), the Disclosing Party must explain below:
N/A
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[f the letters "NA," the word "None," or no response appears on the lines above, it will be conclusively
presumed that the Disclosing Party certified to the above statements.

8. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employee, or elected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “none”).

9. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the execution date of this EDS, to an employee, or elected or appointed
official, of the City of Chicago. For purposes of this statement, a “gift” does not include: (i) anything
made generally available to City employees or to the general public, or (ii) food or drink provided in the
course of official City business and having a retail value of less than $20 per recipient (if none, indicate
with “N/A” or “none”). As to any gift listed below, please also list the name of the City recipient.

N/A

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

1. The Disclosing Party certifies that the Disclosing Party (check one)

[1is [ is not
a "financial institution” as defined in Section 2-32-455(b) of the Municipal Code.
2. If the Disclosing Party IS a financial institution, then the Disclosing Party pledges:

"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that none of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of the Municipal Code. We understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing
business with the City."

If the Disclosing Party is unable to make this pledge because it or any of its affiliates (as defined in
Section 2-32-455(b) of the Municipal Code) is a predatory lender within the meaning of Chapter
2-32 of the Municipal Code, explain here (attach additional pages if necessary):

N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be
conclusively presumed that the Disclosing Party certified to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that are defined in Chapter 2-156 of the Mumcxpal Code have the same

“meanings-when-used-in-thisPart' D

1. In accordance with Section 2-156-110 of the Municipal Code: Does any official or employee
of the City have a financial interest in his or her own name or in the name of any other person or
entity in the Matter?

[]Yes X] No

NOTE: If you checked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
Item D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or otherwise permitted, no City
elected official or employee shall have a financial interest in his or her own name or in the name of
any other person or entity in the purchase of any property that (i) belongs to the City, or (ii) is sold
for taxes or assessments, or (iii) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Sale"). Compensation for property taken pursuant to the City's eminent domain power
does not constitute a financial interest within the meaning of this Part D.

Does the Matter involve a City Property Sale?
[]Yes X] No

3. If youchecked "Yes" to Item D.1., provide the names and business addresses of the City
officials or employees having such interest and identify the nature of such interest:

Name Business Address Nature of Interest

4. The Disclosing Party further certifies that no prohibited financial interest in the Matter will
be acquired by any City official or employee.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Please check either 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclose below or in an attachment to this EDS all information required by paragraph 2. Failure to
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comply with these disclosure requirements may make any contract entered into with the City in
connection with the Matter voidable by the City.

__ X 1. The Disclosing Party verifies that the Disclosing Party has searched any and all records of
the Disclosing Party and any and all predecessor entities regarding records of investments or profits
from slavery or slaveholder insurance policies during the slavery era (including insurance policies
issued to slaveholders that provided coverage for damage to or injury or death of their slaves), and
the Disclosing Party has found no such records.

____ 2. The Disclosing Party verifies that, as a result of conducting the search in step 1 above, the
Disclosing Party has found records of investments or profits from slavery or slaveholder insurance
policies. The Disclosing Party verifies that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slaveholders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Section VI. If the Matter is not federally
funded, proceed to Section VII. For purposes of this Section VI, tax credits allocated by the City
and proceeds of debt obligations of the City are not federal funding.

A. CERTIFICATION REGARDING LOBBYING

1. List below the names of all persons or entities registered under the federal Lobbying
Disclosure Act of 1995 who have made lobbying contacts on behalf of the Disclosing Party with
respect to the Matter: (Add sheets if necessary):

None

(If no explanation appears or begins on the lines above, or if the letters "NA" or if the word "None"
appear, it will be conclusively presumed that the Disclosing Party means that NO persons or entities
registered under the Lobbying Disclosure Act of 1995 have made lobbying contacts on behalf of the
Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not expend any federally appropriated funds to pay
any person or entity listed in Paragraph A.l. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or employee of any agency, as defined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employee of a
member of Congress, in connection with the award of any federally funded contract, making any
federally funded grant or loan, entering into any cooperative agreement, or to extend, continue, renew,
amend, or modify any federally funded contract, grant, loan, or cooperative agreement.
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3. The Disclosing Party will submit an updated certification at the end of each calendar quarter in
which there occurs any event that materially affects the accuracy of the statements and information set
forth in paragraphs A.l. and A.2. above.

4. The Disclosing Party certifies that either: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in section
501(c)(4) of the Internal Revenue Code of 1986 but has not engaged and will not engage in "Lobbying

Activities".. e

5. [If the Disclosing Party is the Applicant, the Disclosing Party must obtain certifications equal in
form and substance to paragraphs A.l. through A.4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain all such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon request.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

If the Matter is federally funded, federal regulations require the Applicant and all proposed
subcontractors to submit the following information with their bids or in writing at the outset of
negotiations.

Is the Disclosing Party the Applicant?
[]Yes K] No
If “Yes,” answer the three questions below:

1. Have you developed and do you have on file affirmative action programs pursuant to applicable
federal regulations? (See 41 CFR Part 60-2.)
[]Yes [ ]No

2. Have you filed with the Joint Reporting Committee, the Director of the Office of Federal
Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due
under the applicable filing requirements?

[]Yes []No

3. Have you participated in any previous contracts or subcontracts subject to the
equal opportunity clause?

[]Yes [1No

If you checked “No” to question 1. or 2. above, please provide an explanation:
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SECTION VII -- ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether

__procurement, City assistance, or other City action, and are material inducements to the City's execution =~

of any contract or taking other action with respect to the Matter. The Disclosing Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, impose certain duties and obligations on persons or entities seeking City contracts,
work, business, or transactions. The full text of these ordinances and a training program is available on
line at www.cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, IL 60610, (312) 744-9660. The Disclosing Party must comply fully
with the applicable ordinances.

C. If the City determines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agreement in connection with which it is submitted may be rescinded or be void or
voidable, and the City may pursue any remedies under the contract or agreement (if not rescinded or
void), at law, or in equity, including terminating the Disclosing Party's participation in the Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Remedies at
law for a false statement of material fact may include incarceration and an award to the City of treble
damages.

D. It is the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made available to the public on the Internet, in response to a Freedom of Information Act request, or
otherwise. By completing and signing this EDS, the Disclosing Party waives and releases any possible
rights or claims which it may have against the City in connection with the public release of information
contained in this EDS and also authorizes the City to verify the accuracy of any information submitted
in this EDS.

E. The information provided in this EDS must be kept current. In the event of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If the Matter is a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NOTE: With respect to Matters subject to Article [ of
Chapter 1-23 of the Municipal Code (imposing PERMANENT INELIGIBILITY for certain specified
offenses), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Section 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:
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F.1. The Disclosing Party is not delinquent in the payment of any tax administered by the Illinois
Department of Revenue, nor are the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
sewer charges, license fees, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
use, nor permit their subcontractors to use, any facility listed by the U.S. E.P.A. on the federal Excluded
Parties List System ("EPLS") maintained by the U. S. General Services Administration...

F.3  If the Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in connection with the Matter certifications equal in
form and substance to those in F.1. and F.2. above and will not, without the prior written consent of the
City, use any such contractor/subcontractor that does not provide such certifications or that the
Disclosing Party has reason to believe has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. above, an
explanatory statement must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing below: (1) warrants that he/she is authorized to execute
this EDS and Appendix A (if applicable) on behalf of the Disclosing Party, and (2) warrants that all

certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City.

Alliant, Inc.

(Print or typeww

(Slgn here)

Brian Goldberg
(Print or type name of person signing)

President
(Print or type title of person signing)

Signed and sworn to before me on (date) -4 ) 201 |
at LDSAYge!es County, C¥ (state).

ﬁ‘ﬂ‘*‘o"\ S’ nan i an Notary Public.

g T ANUSH SINANIAN g
Aq l')/*-( [201 7 8 (AR Commission # 204267 1
| S 13

Notary Public - California 2
»

<A - Los Angeles County
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Commission expires:




CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND DEPARTMENT HEADS

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct
ownership interest in the Applicant exceeding 7.5 percent. It is not to be completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Code Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partner thereof currently has a “familial relationship” with
any elected city official or department head. A “familial relationship” exists if, as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department head as spouse or domestic
partner or as any of the following, whether by blood or adoption: parent, child, brother or sister, aunt or uncle,
niece or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or half-brother or half-sister.

“Applicable Party” means (1) all executive officers of the Disclosing Party listed in Section II.B.1.a., if the
Disclosing Party is a corporation; all partners of the Disclosing Party, if the Disclosing Party is a general
partnership; all general partners and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having more than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” means the president, chief
operating officer, executive director, chief financial officer, treasurer or secretary of a legal entity or any person
exercising similar authority.

Does the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “‘familial relationship” with an elected city official or department head?

[ ]Yes X] No

If yes, please identify below (1) the name and title of such person, (2) the name of the legal entity to which
such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT
SECTION I -- GENERAL INFORMATION
A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

SAK Housing, LLC

Check ONE of the following three boxes:

Indicate whether the Disclosing Party submitting this EDS is:
1. [] the Applicant
OR
2. {0 alegal entity holding a dircct or indirect interest in the Applicant. State the legal name of the
Applicant in which the Disclosing Party holds an interest: Hilliard Homes |l Limited Partnership
OR
3. [] alegal entity with a right of control (see Section II.B.1.) State the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 340 Royal Poinciana Way, Suite 305
Palm Beach, FL 33480

C. Telephone: 561-833-5795 Fax: 561-833-3684 Email: jienkins@eskopb.com

D. Name of contact person: James Jenkins

E. Federal Employer Identification No. (if you have one):

i
PR

F. Bricf description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS? Department of Planning and Development

If the Matter is a contract being handled by the City’s Department of Procurement Serviccs, pleasc

complete the following:

Specification # N/A and Contract # N/A
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SECTION II -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

1. Indicate the nature of the Disclosing Party:

[ ] Person K] Limited liability company

[ ] Publicly registered business corporation’ [ ] Limited liability partnership

[ ] Privately held business corporation [ ] Joint venture

[ 1 Sole proprietorship [ ] Not-for-profit corporation

[ 1 General partnership (Is the not-for-profit corporation also a 501(c)(3))?
[ ] Limited partnership [1Yes [1No

[ ] Trust [ ] Other (please specify)

2. For legal entities, the state (or forcign country) of incorporation or organization, if applicable:

Florida

3. For legal entities not organized in the State of Illinois: Has the organization registered to do
business in the State of Illinois as a foreign entity?

[]Yes X No [1N/A
B. IF THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all dircctors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entities. If
there are no such members, write "no members." For trusts, estates or other similar entities, list below
the legal titleholder(s).

If the entity is a general partnership, limited partnership, limited liability company, limited liability
partnership or joint venturc, list below thc name and title of each general partner, managing member,
manager or any other pcrson or entity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal entity listed below must submit an EDS on its own behalf.

Name Title
Robert Kohl Managing Member

2. Plcasc provide the following information concerning each person or entity having a direct or
indirect beneficial interest (including ownership) in excess of 7.5% of the Disclosing Party. Examples
of such an interest include shares in a corporation, partnership interest in a partnership or joint venture,
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interest of a member or manager in a limited liability company, or intercst of a benceficiary of a trust,
estate or other similar entity. If none, state “None.” NOTE: Pursuant to Scction 2-154-030 of the
Municipal Code of Chicago (“Municipal Code™), the City may requirc any such additional information
from any applicant which is reasonably intended to achicve full disclosure.

Namc Busincss Address Pcrcentage Interest in the

Disclosing Party
Kohl New Generations Trust 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 11.25%
SAK Housing, Inc. 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 45%
Sidney A Kohl 2012 Irrevocable Family Trust 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 24%
The Lawrence Kohl 2013 Family Trust 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 15%

SECTION III -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship," as defined in Chapter 2-156 of the Municipal
Code, with any City elected official in the 12 months before the date this EDS is signed?

[]Yes X] No
If yes, please identify below the name(s) of such City elected official(s) and describe such

rclationship(s):
N/A

SECTION 1V -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose the name and business address of each subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has retained
or cxpcects to retain in connection with the Matter, as well as the nature of the relationship, and the total
amount of the fees paid or cstimated to be paid. The Disclosing Party is not required to disclose
employces who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” means any person or entity who undertakes to influence any legislative or administrative
action on behalf of any person or entity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also means any person or entity any part of whose duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosure is requircd under this Section, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicate whether  Business Relationship to Disclosing Party Fees (indicate whether

retained or anticipated Address (subcontractor, attorney, paid or estimated.) NOTE:

to be retained) lobbyist, etc.) “hourly rate” or “t.b.d.” is
not an acceptable response.

N/A

(Add sheets if necessary)

[X] Check here if the Disclosing Party has not retained, nor expects to retain, any such persons or entities.

SECTION V —- CERTIFICATIONS
A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Section 2-92-415, substantial owners of business entities that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who directly or indirectly owns 10% or more of the Disclosing Party been declared in
arrcarage on any child support obligations by any Illinois court of competent jurisdiction?

[]Yes X] No [ 1 No person directly or indirectly owns 10% or more of the
Disclosing Party.

If “Yes,” has the person entered into a court-approved agreement for payment of all support owed and
is the person in compliance with that agreement?

[]Yes []1No
B. FURTHER CERTIFICATIONS

1. Pursuant to Municipal Codc Chapter 1-23, Article I (“Article I’){which the Applicant should
consult for defined terms (e.g., “doing business™) and legal requirecments), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifies as follows: (i) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminai offense involving actual, attempted, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishonesty or deceit against an officer or employec of the City or any sister agency; and (i1) the
Applicant understands and acknowledges that compliance with Article 1 is a continuing requirement for
doing business with the City. NOTE: If Article I applics to thc Applicant, the permanent compliance
timeframe in Article I supersedes some five-year compliance timeframes in certifications 2 and 3 below.
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2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or entities
identified in Scction I1I.B.1. of this EDS:

a. arc not presently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b. have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offense, adjudged guilty, or had a civil judgment rendered against them in connection with:
obtaining, attempting to obtain, or performing a public (federal, state or local) transaction or
contract under a public transaction; a violation of federal or state antitrust statutes; fraud;
embezzlement; theft; forgery; bribery; falsification or destruction of records; making false
statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
state or local) with committing any of the offenses set forth in clause B.2.b. of this Section V;

d. have not, within a five-year period preceding the date of this EDS, had one or more public
transactions (federal, state or local) terminated for cause or default; and

e. have not, within a five-year period preceding the date of this EDS, becn convicted, adjudged
guilty, or found liable in a civil proceeding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the federal government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

* the Disclosing Party;

* any “Contractor” (meaning any contractor or subcontractor used by the Disclosing Party in
connection with the Matter, including but not limited to all persons or legal entities disclosed under
Section 1V, “Disclosure of Subcontractors and Other Retained Parties™);

« any "Affiliated Entity" (meaning a person or entity that, directly or indirectly: controls the
Disclosing Party, is controlled by the Disclosing Party, or is, with the Disclosing Party, under
common control of another person or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of interests among family members, shared facilities
and equipment; common usc of employees; or organization of a business entity following the
ineligibility of a business entity to do business with federal or state or local government, including
the City, using substantially the same management, ownership, or principals as the ineligible entity);
with respect to Contractors, the term Affiliated Entity means a person or entity that directly or
indirectly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or entity;

* any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or employee of the Disclosing Party, any Contractor or any Affiliated Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any
Contractor or any Affiliated Entity (collectively "Agents").
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of cither the Disclosing Party
or any Contractor nor any Agents have, during the five ycars before the date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the

Matter:

a. bribed or attempted to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employee of the City, the State of Illinois, or any agency of the federal
government or of any state or local government in the United States of America, in that officer's

or employee's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agreement, or been convicted or adjudged guilty of agreement or collusion among bidders or
prospective bidders, in restraint of freedom of competition by agreement to bid a fixed price or
otherwise; or

c. made an admission of such conduct described in a. or b. above that is a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Section 2-92-610 (Living Wage Ordinance).

4. Ncither the Disclosing Party, Affiliated Entity or Contractor, or any of their employces, officials,
agents or partners, is barred from contracting with any unit of state or local government as a result of
engaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 ILCS 5/33E-4; or (3) any similar offense of any state or of the United States of
America that contains the same elements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintainced by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Burcau of Industry and Security of the U.S. Department of Commerce or their successors: the Specially
Designated Nationals List, the Denied Persons List, the Unverified List, the Entity List and the
Debarred List.

6. The Disclosing Party understands and shall comply with the applicable requircments of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the

Municipal Code.

7. If the Disclosing Party is unable to certify to any of the above statements in this Part B (Further
Certifications), the Disclosing Party must explain below: .
N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be conclusively
presumed that the Disclosing Party certificd to the above statements.

8. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employee, or elected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “none”).

N/A

9. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complcte list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the execution date of this EDS, to an employee, or elected or appointed
official, of the City of Chicago. For purposes of this statement, a “gift” does not include: (1) anything
made generally available to City employees or to the general public, or (i1) food or drink provided in the
course of official City business and having a retail value of less than $20 per recipient (if none, indicate
with “N/A” or “none”). As to any gift listed below, please also list the name of the City recipient.

N/A

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

1. The Disclosing Party certifies that the Disclosing Party (check one)

[1is [ is not
a "financial institution" as defined in Section 2-32-455(b) of the Municipal Code.
2. If the Disclosing Party IS a financial institution, then the Disclosing Party pledges:

"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that none of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of thc Municipal Code. We understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing
business with the City."

If the Disclosing Party is unable to make this picdge because it or any of its affiliates (as defined in
Section 2-32-455(b) of the Municipal Code) is a predatory lender within the meaning of Chapter
2-32 of the Municipal Code, explain here (attach additional pages if necessary):

N/A
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If the letters "NA," the word "None," or no responsc appears on the lines above, it will be
conclusively presumed that the Disclosing Party certificd to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that are defined in Chapter 2-156 of the Municipal Code have the same
meanings when used in this Part D.

1. Inaccordance with Section 2-156-110 of the Municipal Code: Does any official or employee
of the City have a financial interest in his or her own name or in thc name of any other person or

entity in the Matter?
[]Yes X] No

NOTE: Ifyou checked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
Item D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or otherwise permitted, no City
clected official or employce shall have a financial interest in his or her own name or in the name of
any other person or entity in the purchase of any property that (i) belongs to the City, or (ii) is sold
for taxes or assessments, or (iii) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Sale"). Compensation for property taken pursuant to the City's eminent domain power
does not constitute a financial interest within the meaning of this Part D.

Does the Matier involve a City Properiy Sale?
[1Yes Xl No

3. If you checked "Yes" to Item D.1., provide the names and business addresses of the City
officials or employees having such interest and identify the nature of such interest:

Name Business Address Nature of Interest

4. The Disclosing Party further ceriifies that no prolubited financial interest in the Matter will
be acquired by any City official or employee.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Please check either 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclose below or in an attachment to this EDS all information required by paragraph 2. Failure to

Pagc 8 of 13



comply with these disclosure requirements may make any contract entered into with the City in
connection with the Matter voidable by the City.

_X 1. The Disclosing Party verifies that the Disclosing Party has searched any and all records of
the Disclosing Party and any and all predecessor entities regarding records of investments or profits
from slavery or slaveholder insurance policies during the slavery era (including insurance policies
issued to slaveholders that provided coverage for damage to or injury or death of their slaves), and
the Disclosing Party has found no such records.

_____2. The Disclosing Party verifies that, as a result of conducting the search in step I above, the
Disclosing Party has found records of investments or profits from slavery or slaveholder insurance
policies. The Disclosing Party verifics that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slaveholders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Section VI. If the Matter is not federally
funded, procced to Section VII. For purposes of this Section VI, tax credits allocated by the City
and proceeds of debt obligations of the City are not federal funding.

A. CERTIFICATION REGARDING LOBBYING

1. List below the names of all persons or entities registered under the federal Lobbying
Disclosure Act of 1995 who have made lobbying contacts on behalf of the Disclosing Party with
respect to the Matter: (Add sheets if necessary):

None

(if no explanation appears or begins on the lines above, or if the letters "NA™ or if the word "None"
appear, it will be conclusively presumed that the Disclosing Party means that NO persons or entities
registered under the Lobbying Disclosure Act of 1995 have made lobbying contacts on behalf of the
Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not expend any federally appropriated funds to pay
any person or entity listed in Paragraph A.1. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or employee of any agency, as dcfined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employee of a
member of Congress, in connection with the award of any federally funded contract, making any
federally funded grant or loan, entering into any cooperative agreement, or to extend, continue, renew,
amend, or modify any federally funded contract, grant, loan, or cooperative agreement.
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3. The Disclosing Party will submit an updated certification at the end of each calendar quarter in
which there occurs any event that materially affects the accuracy of the statements and information set
forth in paragraphs A.1. and A.2. above.

4. The Disclosing Party certifies that either: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in section
501(c)(4) of the Internal Revenue Code of 1986 but has not engaged and will not engage in "Lobbying
Activities".

5. [If the Disclosing Party is the Applicant, the Disclosing Party must obtain certifications equal in
form and substance to paragraphs A.l. through A.4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain all such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon request.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

If the Matter is federally funded, federal regulations require the Applicant and all proposed
subcontractors to submit the following information with their bids or in writing at the outset of
negotiations.

Is the Disclosing Party the Applicant?
[]Yes pd No

If “Yes,” answer the three questions below:

1. Have you developed and do you have on file affirmative action programs pursuant to applicable
federal regulations? (Sec 41 CFR Pait 60-2.)
[]Yes [1No

2. Have you filed with the Joint Reporting Committce, the Director of the Office of Federal
Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due

under the applicable filing requirements?
[]1Yes [ ]No

3. Have you participated in any previous contracts or subcontracts subject to the
equal opportunity clause?

[]Yes { ]No

If you checked “No” to question 1. or 2. above, please provide an explanation:
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SECTION VIl -- ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether

procurement, City assistance, or other City action, and are material inducements to the City's execution

of any contract or taking other action with respect to the Matter. The Disclosing Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, impose certain duties and obligations on persons or entities seeking City contracts,
work, business, or transactions. The full text of these ordinances and a training program is available on
line at www.cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, IL 60610, (312) 744-9660. The Disclosing Party must comply fully
with the applicable ordinances.

C. If the City determines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agreement in connection with which it is submitted may be rescinded or be void or
voidable, and the City may pursue any remedies under the contract or agreement (if not rescinded or
void), at law, or in equity, including terminating the Disclosing Party's participation in the Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Remedies at
law for a false statement of matcrial fact may include incarceration and an award to the City of treble
damages.

D. It is the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made available to the public on the Internet, in response to a Freedom of Informaticn Act request, or
otherwise. By completing and signing this EDS, the Disclosing Party waives and releases any possible
rights or claims which it may have against the City in connection with the public release of information
contained in this EDS and also authorizes the City to verify the accuracy of any information submitted
in this EDS.

E. The information provided in this EDS must be kept current. In the event of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If the Matter is a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NCTE: With respect to Matters subject to Articlc I of
Chapter 1-23 of the Municipal Codc (imposing PERMANENT INELIGIBILITY for certain specified
offenses), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Section 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:
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F.1. The Disclosing Party is not delinquent in the payment of any tax administered by the Illinois
Department of Revenue, nor are the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
sewer charges, license fees, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
use, nor permit their subcontractors to use, any facility listed by the U.S. E.P.A. on the federal Excluded
Parties List System ("EPLS") maintained by the U. S. General Services Administration.

F.3  If the Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in connection with the Matter certifications equal in
form and substance to those in F.1. and F.2. above and will not, without the prior written consent of the
City, use any such contractor/subcontractor that does not provide such certifications or that the
Disclosing Party has reason to believe has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. above, an
explanatory statement must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing below: (1) warrants that he/she is autherized to execute
this EDS and Appendix A (if applicable) on behalf of the Disclosing Party, and (2) warrants that all
certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City.

SAK Housing, LLC
(Print or type name of Disclosing Party)

By<[7,/(f

(Sign hefe)

Robert Kohl
(Print or type naine of person signing)

Managing Member
(Print or type title of person signing)

Slgned and sworn to before me on (date) \/74 V. F5 970/?/ e, ERT
7 %% MY COMMISSION ¢ FF
County, /o rida (state). 5 EXPIRES:March 2

-""7 7% Bonded Thru Notary Public undes
W‘/ Lesha A Zifd ey Pub o
Hattey- Notory Pobte S oSt 3 -c0d-2015




CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND DEPARTMENT HEADS .

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct
ownership interest in the Applicant exceeding 7.5 percent. It is not to be completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Code Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partner thercof currently has a “familial relationship™ with
any elected city official or department head. A “familial relationship” exists if, as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spousc or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department head as spouse or domestic
partner or as any of the following, whether by blood or adoption: parent, child, brother or sister, aunt or uncle,
niece or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or half-brother or half-sister.

“Applicable Party” mcans (1) all executive officers of the Disclosing Party listed in Section IL.B.1.a,, if the
Disclosing Party is a corporation; all partners of the Disclosing Party, if the Disclosing Party is a general
partnership; all general partners and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having more than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” means the president, chief
operating officer, cxecutive director, chief financial officer, treasurer or secrctary of a legal entity or any person
exercising similar authority.

Does the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “familial relationship” with an clected city official or department head?

[ 1Yes X]No

If yes, please identify below (1) the name and title of such person, (2) the name of the legal entity to which
such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT
SECTION I -- GENERAL INFORMATION

A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

Kohl New Generations Trust
Check ONE of the following three boxes:

. Indicate whether the Disclosing Party submitting this EDS is:
1. [] the Applicant
OR
2. [{ alegal entity holding a direct or indirect interest in the Applicant. State the legal name of the
Applicant in which the Disclosing Party holds an interest: Hilliard Homes |l Limited Partnership
OR
3. [ ] alegal entity with a right of control (see Section II.B.1.) State the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 340 Royal Poinciana Way, Suite 305
Palm Beach, FL 33480

C. Telephone: 561-833-5795 Fax: 561-833-3684 Email: jienkins@eskopb.com

D. Name of contact person: James Jenkins

E. Federal Employer Identification No. (if you have one):

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

G. Which City agency or department is requesting this EDS? Department of Planning and Development

If the Matter is a contract being handled by the City’s Department of Procurement Services, plcase
complete the following:

Specification # N/A and Contract # N/A
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SECTION II -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

I. Indicate the nature of the Disclosing Party:

[ ] Person [ ] Limited liability company

[ 1 Publicly registered business corporation [ ] Limited liability partnership

[ ] Privately held business corporation [ ] Joint venture

[ 1 Sole proprietorship [ ] Not-for-profit corporation

[ 1 General partnership (Is the not-for-profit corporation also a 501(c)(3))?
[ 1 Limited partnership []Yes []1No

i Trust [ ] Other (please specify)

2. For legal entities, the state (or foreign country) of incorporation or organization, if applicable:

Florida

3. For legal entities not organized in the State of Illinois: Has the organization registered to do
business in the State of Illinois as a foreign entity?

[]Yes g No [IN/A
B. IF THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all directors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entities. If
there are no such members, write "no members." For trusts, estates or other similar entities, list below
the legal titleholder(s).

If the entity is a general partnership, limited partnership, limited liability company, limited liability
partnership or joint venture, list below the name and title of each general partner, managing member,
manager or any other person or entity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal entity listed below must submit an EDS on its own behalf.

Name Title
Pentacorp, Inc.. Patricia Fadness, President Trustee

2. Please provide the following information concerning each person or entity having a direct or
indirect beneficial interest (including ownership) in excess of 7.5% of the Disclosing Party. Examples
of such an interest include shares in a corporation, partnership interest in a partnership or joint venture,

Page 2 of 13



interest of a member or manager in a limited liability company, or interest of a beneficiary of a trust,
estate or other similar entity. If none, state “None.” NOTE: Pursuant to Section 2-154-030 of the
Municipal Code of Chicago (“Municipal Code™), the City may require any such additional information
from any applicant which is reasonably intended to achieve full disclosure.

Name Business Address Percentage Interest in the
Disclosing Party
SK Grandchildren 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 Soie Beneficiary

SECTION III -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship," as defined in Chapter 2-156 of the Municipal
Code, with any City elected official in the 12 months before the date this EDS is signed?

[]Yes X] No
If yes, please identify below the name(s) of such City elected official(s) and describe such
rclationship(s):
N/A

SECTION 1V -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose the name and business address of each subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has retained
or expects to retain in connection with the Matter, as well as the nature of the relationship, and the total
amount of the fees paid or estimated to be paid. The Disclosing Party is not required to disclose
employees who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” means any person or entity who undertakes to influence any legislative or administrative
action on behalf of any person or entity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also means any person or entity any part of whose duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosure is required under this Section, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicate whether  Business Relationship to Disclosing Party Fees (indicate whether
retained or anticipated Address (subcontractor, attorney, paid or estimated.) NOTE:

to be retained) lobbyist, etc.) “hourly rate” or “t.b.d.” is
not an acceptable response.

N/A

(Add sheets if necessary)

{X] Check here if the Disclosing Party has not retained, nor expects to retain, any such persons or entities.

SECTION V -- CERTIFICATIONS
A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Section 2-92-415, substantial owners of business entities that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who directly or indirectly owns 10% or more of the Disclosing Party been declared in
arrearage on any child support obligations by any Illinois court of competent jurisdiction?

[]Yes X] No [ ] No person directly or indirectly owns 10% or more of the
Disclosing Party.

If “Yes,” has the person entered into a court-approved agreement for payment of all support owed and
is the person in compliance with that agreement?

[1Yes []1No
B. FURTHER CERTIFICATIONS

1. Pursuant to Municipal Code Chapter 1-23, Article I (“Article I”’)(which the Applicant should
consult for defined terms (e.g., “doing business”) and legal requirements), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifies as follows: (i) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminal offense involving actual, attempted, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishonesty or deceit against an officer or employee of the City or any sister agency; and (ii) the
Applicant understands and acknowledges that compliance with Article I is a continuing requirement for
doing business with the City. NOTE: If Article I applies to the Applicant, the permanent compliance
timeframe in Article I supersedes some five-year compliance timeframes in certifications 2 and 3 below.
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2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or entities
identified in Section IL.B.1. of this EDS:

a. are not presently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b. have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offense, adjudged guilty, or had a civil judgment rendered against them in connection with:
obtaining, attempting to obtain, or performing a public (federal, state or local) transaction or
contract under a public transaction; a violation of federal or state antitrust statutes; fraud;
embezzlement; theft; forgery; bribery; falsification or destruction of records; making false
statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
state or local) with committing any of the offenses set forth in clause B.2.b. of this Section V;

d. have not, within a five-year period preceding the date of this EDS, had one or more public
transactions (federal, state or local) terminated for cause or default; and

e. have not, within a five-year period preceding the date of this EDS, been convicted, adjudged
guilty, or found liable in a civil proceeding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the federal government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

» the Disclosing Party;

» any “Contractor” (meaning any contractor or subcontractor used by the Disclosing Party in
connection with the Matter, including but not limited to all persons or legal entities disclosed under
Section IV, “Disclosure of Subcontractors and Other Retained Parties™);

+ any "Affiliated Entity" (meaning a person or entity that, directly or indirectly: controls the
Disclosing Party, is controlled by the Disclosing Party, or is, with the Disclosing Party, under
common control of another person or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of interests among family members, shared facilities
and equipment; common use of employees; or organization of a business entity following the
ineligibility of a business entity to do business with federal or state or local government, including
the City, using substantially the same management, ownership, or principals as the ineligible entity);
with respect to Contractors, the term Affiliated Entity means a person or entity that directly or
indirectly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or entity;

» any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or employee of the Disclosing Party, any Contractor or any Affiliated Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any

Contractor or any Affiliated Entity (collectively "Agents").
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of either the Disclosing Party
or any Contractor nor any Agents have, during the five years before the date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the

Matter:

a. bribed or attempted to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employee of the City, the State of Illinois, or any agency of the federal
government or of any state or local government in the United States of America, in that officer's

or employee's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agreement, or been convicted or adjudged guilty of agreement or collusion among bidders or
prospective bidders, in restraint of freedom of competition by agreement to bid a fixed price or

otherwise; or

c. made an admission of such conduct described in a. or b. above that is a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Section 2-92-610 (Living Wage Ordinance).

4. Neither the Disclosing Party, Affiliated Entity or Contractor, or any of their employees, officials,
agents or partners, is barred from contracting with any unit of state or local government as a result of
engaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 ILCS 5/33E-4; or (3) any similar offense of any state or of the United States of
America that contains the same elements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Bureau of Indusiry and Security of the U.S. Departiment of Commerce or their successors: the Specially
Designated Nationals List, the Denied Persons List, the Unverified List, the Entity List and the

Debarred List.

6. The Disclosing Party understands and shall comply with the applicable requirements of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the

Municipal Code.

7. [If the Disclosing Party is unable to certify to any of the above statements in this Part B (Further
Certifications), the Disclosing Party must explain below:
N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be conclusively
presumed that the Disclosing Party certified to the above statements.

8. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employee, or elected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “none”).

N/A

9. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the execution date of this EDS, to an employee, or elected or appointed
official, of the City of Chicago. For purposes of this statement, a “gift” does not include: (i) anything
made generally available to City employees or to the general public, or (ii) food or drink provided in the
course of official City business and having a retail value of less than $20 per recipient (if none, indicate
with “N/A” or “none”). As to any gift listed below, please also list the name of the City recipient.

N/A

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

1. The Disclosing Party certifies that the Disclosing Party (check one)

[1is Xl is not
a "financial institution" as defined in Section 2-32-455(b) of the Municipal Code.
2. If the Disclosing Party IS a financial institution, then the Disclosing Party pledges:

"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that none of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of the Municipal Code. We understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing

business with the City."

If the Disclosing Party is unable to make this pledge becausc it or any of its affiliates (as defined in
Section 2-32-455(b) of the Municipal Code) is a predatory lender within the meaning of Chapter
2-32 of the Municipal Code, explain here (attach additional pages if necessary):

N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be
conclusively presumed that the Disclosing Party certified to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that are defined in Chapter 2-156 of the Municipal Code have the same
meanings when used in this Part D.

1. Inaccordance with Section 2-156-110 of the Municipal Code: Does any official or employee
of the City have a financial interest in his or her own name or in the name of any other person or

entity in the Matter?
[1Yes ] No

NOTE: If you checked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
Item D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or otherwise permitted, no City
elected official or employee shall have a financial interest in his or her own name or in the name of
any other person or entity in the purchase of any property that (i) belongs to the City, or (ii) is sold
for taxes or assessments, or (iii) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Sale"). Compensation for property taken pursuant to the City's eminent domain power
does not constitute a financial interest within the meaning of this Part D.

Does the Maiter involve a City Propeity Sale?

[1Yes ] No

3. If you checked "Yes" to Item D.1., provide the names and business addresses of the City
officials or employees having such interest and identify the nature of such interest:

Name Business Address Nature of Interest

4. The Disclosing Party further certifies that no prohibited financial interest in the Matter will
be acquired by any City official or employee.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Please check either 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclose below or in an attachment to this EDS all information required by paragraph 2. Failure to
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comply with these disclosure requirements may make any contract entered into with the City in
connection with the Matter voidable by the City.

_X_ 1. The Disclosing Party verifies that the Disclosing Party has searched any and all records of
the Disclosing Party and any and all predecessor entities regarding records of investments or profits
from slavery or slaveholder insurance policies during the slavery era (including insurance policies
issued to slaveholders that provided coverage for damage to or injury or death of their slaves), and
the Disclosing Party has found no such records.

____2. The Disclosing Party verifies that, as a result of conducting the search in step 1 above, the
Disclosing Party has found records of investments or profits from slavery or slaveholder insurance
policies. The Disclosing Party verifies that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slaveholders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Section VI. If the Matter is not federally
funded, proceed to Section VII. For purposes of this Section VI, tax credits allocated by the City
and proceeds of debt obligations of the City are not federal funding.

A. CERTIFICATION REGARDING LOBBYING

1. List below the names of all persons or entities registered under the federal Lobbying
Disclosure Act of 1995 whe have made lobbying contacts on behalf of the Disclosing Party with
respect to the Matter: (Add sheets if necessary):

None

(If no explanation appears or begins on the lines above, or if the letters "NA" or if the word "None"
appear, it will be conclusively presumed that the Disclosing Party means that NO persons or entities
registered under the Lobbying Disclosure Act of 1995 have made lobbying contacts on behalf of the
Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not expend any federally appropriated funds to pay
any person or entity listed in Paragraph A.1. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or employee of any agency, as defined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employee of a
member of Congress, in connection with the award of any federally funded contract, making any
federally funded grant or loan, entering into any cooperative agreement, or to extend, continue, renew,
amend, or modify any federally funded contract, grant, loan, or cooperative agreement.
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3. The Disclosing Party will submit an updated certification at the end of each calendar quarter in
which there occurs any event that materially affects the accuracy of the statements and information set

forth in paragraphs A.1. and A.2. above.

4. The Disclosing Party certifies that either: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in section
501(c)(4) of the Internal Revenue Code of 1986 but has not engaged and will not engage in "Lobbying

Activities".

5. If the Disclosing Party is the Applicant, the Disclosing Party must obtain certifications equal in
form and substance to paragraphs A.l. through A.4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain all such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon request.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

If the Matter is federally funded, federal regulations require the Applicant and all proposed
subcontractors to submit the following information with their bids or in writing at the outset of

negotiations.
Is the Disclosing Party the Applicant?
[1Yes ] No

If “Yes,” answer the three questions below:

1. Have you developed and do you have on file affirmative action programs pursuant to applicable
federal regulations? (See 41 CFR Part 60-2.)
[]Yes [ ]No

2. Have you filed with the Joint Reporting Committee, the Director of the Office of Federal
Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due
under the applicable filing requirements?

[]1Yes []No

3. Have you participated in any previous contracts or subcontracts subject to the

equal opportunity clause?
[ ] Yes [ 1No

If you checked “No” to question 1. or 2. above, please provide an explanation:
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SECTION VII -- ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether

procurement, City assistance, or other City action, and are material inducements to the City's execution

of any contract or taking other action with respect to the Matter. The Disclosing Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, impose certain duties and obligations on persons or entities seeking City contracts,
work, business, or transactions. The full text of these ordinances and a training program is available on
line at www.cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, IL 60610, (312) 744-9660. The Disclosing Party must comply fully
with the applicable ordinances.

C. If the City determines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agreement in connection with which it is submitted may be rescinded or be void or
voidable, and the City may pursue any remedies under the contract or agreement (if not rescinded or
void), at law, or in equity, including terminating the Disclosing Party's participation in the Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Remedies at
law for a false statement of material fact may include incarceration and an award to the City of treble

damages.

D. It is the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made available to the public on the Internet, in response to a Freedom of Information Act request, or
otherwise. By completing and signing this EDS, the Disclosing Party waives and releases any possible
rights or claims which it may have against the City in connection with the public release of information
contained in this EDS and also authorizes the City to verify the accuracy of any information submitted

in this EDS.

E. The information provided in this EDS must be kept current. In the event of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If the Matter is a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NOTE: With respect to Matters subject to Article I of
Chapter 1-23 of the Municipal Code (imposing PERMANENT INELIGIBILITY for certain specified
offenses), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Section 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:
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F.1. The Disclosing Party is not delinquent in the payment of any tax administered by the Illinois
Department of Revenue, nor are the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
sewer charges, license fees, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
use, nor permit their subcontractors to use, any facility listed by the U.S. E.P.A. on the federal Excluded
Parties List System ("EPLS") maintained by the U. S. General Services Administration.

F.3  If the Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in connection with the Matter certifications equal in
form and substance to those in F.1. and F.2. above and will not, without the prior written conscnt of the
City, use any such contractor/subcontractor that does not provide such certifications or that the
Disciosing Party has reason to believe has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. above, an
explanatory statement must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing below: (1) warrants that he/she is authorized to execute
this EDS and Appendix A (if applicable) on behalf of the Disclosing Party, and (2) warrants that all

certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City.

Kohl New Generations Trust
(Print or fype name of Disclosing Party)

By: ML@%&%W
. y: Pentacorp, Inc., Trustee

(Slgn ker e) By: Patricia Fadness, President

Patricia Fadness
(Print or type name of person signing)

President
(Print or type title of person signing)

blgned and sworn to beforc me on (date) \j()m 0457 20/,
at Z,//ﬂ [3&(}1 County, ~lorida (state)

L L zes a7 X L&L?/ LD pria A Notary Public.

Commission expires:  2-2¢ ~ 240/ 4 . i, J«Yo&%ms%%n&?gmsnog
k7 # FF 073037

E EXPIRES: March 24, 2018
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND PEPARTMENT HEADS

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct
ownership interest in the Applicant exceeding 7.5 percent. It is not to be completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Code Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partner thereof currently has a “familial relationship” with
any elected city official or department head. A “familial relationship” exists if, as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department head as spouse or domestic
partner or as any of the following, whethcr by blocd or adoption: parent, child, brother or sister, aunt or uncle,
niece or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or half-brother or half-sister.

“Applicable Party” means (1) all executive officers of the Disclosing Party listed in Section I1.B.1.a., if the
Disclosing Party is a corporation; all partners of the Disclosing Party, if the Disclosing Party is a general
partnership; all general partners and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having more than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” means the president, chief
operating officer, executive director, chief financial officer, treasurer or secretary of a legal entity or any person

exercising similar authority.

Does the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “familial relationship” with an elected city official or department head?

[ ]Yes X1 No

If yes, please identify below (1) the name and title of such person, (2) the name of the legal entity to which
such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT
SECTION I -- GENERAL INFORMATION
A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

SAK Housing, Inc.

Check ONE of the following three boxes:

Indicate whether the Disclosing Party submitting this EDS is:
1. [] the Applicant
OR
2. [ alegal entity holding a direct or indirect interest in the Applicant. State the legal name of the
Applicant in which the Disclosing Party holds an interest: Hilliard Homes |l Limited Partnership
OR
3. [] alegal entity with a right of control (see Section I1.B.1.) State the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 340 Royal Poinciana Way, Suite 305
Palm Beach, FL 33480

C. Telephone: 561-833-5795 Fax: 561-833-3684 Email: jjenkins@eskopb.com

D. Name of contact person: _James Jenkins

E. Federal Employer Identification No. (if you have one): _

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS? Department of Planning and Development

It the Matter is a contract being handlcd by the City’s Department of Procurement Services, pleasc

complete the following:

Specification # N/A and Contract # N/A
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SECTION II -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

1. Indicate the nature of the Disclosing Party:

[ ] Person [ ] Limited liability company

[ ] Publicly registered business corporation [ 1 Limited liability partnership

¢ Privately held business corporation { ] Joint venture

[ 1 Sole proprietorship [ ] Not-for-profit corporation

[ 1 General partnership (Is the not-for-profit corporation also a 501(c)(3))?
[ ] Limited partnership []Yes [1No

[] Trust [ 1 Other (please specify)

2. For legal entities, the state (or foreign country) of incorporation or organization, if applicable:

Florida

3. For legal entities not organized in the Staie of Illinois: Has the organization registered to do
business in the State of Illinois as a foreign entity?

[]1Yes X No [1N/A
B. IF THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all directors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entities. If
there are no such members, write "no members." For trusts, estates or other similar entities, list below
the legal titleholder(s).

If the entity is a general partnership, limited partnership, limited liability company, limited liability
partnership or joint venture, list below the name and title of each general partner, managing member,
manager or any other person or entity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal entity listed below must submit an EDS on its own behalf.

Name Title
Sidney A. Kohl. President
James C. Jenkins Vice President / Treasurer

2. Please provide the following information concerning each person or entity having a direct or
indirect beneficial interest (including ownership) in excess of 7.5% of the Disclosing Party. Examples
of such an interest include shares in a corporation, partnership interest in a partnership or joint venture,
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interest of a member or manager in a limited liability company, or interest of a beneficiary of a trust,
estate or other similar entity. If none, state “None.” NOTE: Pursuant to Section 2-154-030 of the
Municipal Code of Chicago (“Municipal Code™), the City may require any such additional information
from any applicant which is reasonably intended to achieve full disclosure.

Name Business Address Percentage Interest in the

Disclosing Party
Jana Kohl 1992 Trust 340 Royal Poinciana Way, suite 305, Palm Beach, FL 3348C 33.333% Shareholder
Lisa Kohl 1992 Trust 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 33.333% Shareholder
Lori Gandleman 1992 Trust 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 33.333% Shareholder

SECTION III -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship," as defined in Chapter 2-156 of the Municipal
Code, with any City elected official in the 12 menths before the date this EDS is signed?

[1Yes X] No
If yes, please identify below the name(s) of such City elected ofticial(s) and describe such
relationship(s):
N/A

SECTION 1V -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose the name and business address of each subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has retained
or expects to retain in connection with the Matter, as well as the nature of the relationship, and the total
amount of the fees paid or estimated to be paid. The Disclosing Party is not required to disciose
employees who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” means any person or entity who undertakes to influence any legislative or administrative
action on behalf of any person or entity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also means any person or entity any part of whose duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosure is required under this Section, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicate whether =~ Business Relationship to Disclosing Party Fees (indicate whether
retained or anticipated Address (subcontractor, attorney, paid or estimated.) NOTE:

to be retained) lobbyist, etc.) “hourly rate” or “t.b.d.” is
: not an acceptable response.

N/A

(Add sheets if necessary)

[X] Check here if the Disclosing Party has not retained, nor expects to retain, any such persons or entities.

SECTION V -- CERTIFICATIONS
A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Section 2-92-415, substantial owners of business entities that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who directly or indirectly owns 10% or more of the Disclosing Party been declared in
arrearage on any child support obligations by any Illinois court of compctent jurisdiction?

[]Yes X No [ ] No person directly or indirectly owns 10% or more of the
Disclosing Party.

If “Yes,” has the person entered into a court-approved agreement for payment of all support owed and
is the person in compliance with that agreement?

[]Yes [ ]No

B. FURTHER CERTIFICATIONS

1. Pursuant to Municipal Code Chapter 1-23, Article I (“Article I”)(which the Applicant should
consult for defined terms (e.g., “doing business™) and legal requirements), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifies as follows: (i) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminal offense involving actual, attempied, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishonesty or deceit against an officer or employee of the City or any sister agency; and (ii) the
Applicant understands and acknowledges that compliance with Article I is a continuing requirement for
doing business with the City. NOTE: If Article I applies to the Applicant, the permanent compliance
timeframe in Article I supersedes some five-year compliance timeframes in certifications 2 and 3 below.
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2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or entities
identified in Section I1.B.1. of this EDS:

a. are not presently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b. have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offense, adjudged guilty, or had a civil judgment rendered against them in connection with:
obtaining, attempting to obtain, or performing a public (federal, state or local) transaction or
contract under a public transaction; a violation of federal or state antitrust statutes; fraud;
embezzlement; theft; forgery; bribery; falsification or destruction of records; making false

statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
state or local) with committing any of the offenses set forth in clause B.2.b. of this Section V;

d. have not, within a five-year period preceding the date of this EDS, had one or more public
transactions (federal, state or local) terminated for cause or default; and

¢. have not, within a five-year period preceding the date of this EDS, been convicted, adjudged
guilty, or found liable in a civil proceeding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the federal government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

« the Disclosing Party;
- any “Contractor” (meaning any contractor or subcontractor used by the Disclosing Party in

connection with the Matter, including but not limited to all persons or legal entities disclosed under
Section IV, “Disclosure of Subconiractors and Other Retained Parties™);

+ any "Affiliated Entity" (meaning a person or entity that, directly or indirectly: controls the
Disclosing Party, is controlled by the Disclosing Party, or is, with the Disclosing Party, under
common control of another person or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of interests among family members, shared facilities
and equipment; common use of employees; or organization of a business entity following the
ineligibility of a business entity to do business with federal or state or local government, including
the City, using substantially the same management, ownership, or principals as the ineligible entity);
with respect to Contractors, the term Affiliated Entity means a person or entity that directly or
indirectly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or catity;

» any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or employee of the Disclosing Party, any Contractor or any Affiliated Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any

Contractor or any Affiliated Entity (collectively "Agents").
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of either the Disclosing Party
or any Contractor nor any Agents have, during the five years before the date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the

Matter:

a. bribed or attempted to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employee of the City, the State of Illinois, or any agency of the federal
government or of any state or local government in the United States of America, in that officer's

or employee's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agreement, or been convicted or adjudged guilty of agreement or collusion among bidders or
prospective bidders, in restraint of freedom of competition by agreement to bid a fixed price or

otherwise; or

c¢. made an admission of such conduct described in a. or b. above that is a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Section 2-92-610 (Living Wage Ordinance).

4. Neither the Disclosing Party, Affiliated Entity or Contractor, or any of their employees, officials,
agents or partners, is barred from contracting with any unit of state or local government as a result of
engaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 ILCS 5/33E-4; or (3) any similar offense of any state or of the United States of
America that contains the same elements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Bureau of Industry and Security of the U.S. Department of Commerce or their successors: the Specially
Designated Nationals List, the Denied Persons List, the Unverified List, the Entity List and the

Debarred List.

6. The Disclosing Party understands and shall comply with the applicable requirements of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the

Municipal Code.

7. If the Disclosing Party is unable to certify to any of the above statements in this Part B (Further
Certifications), the Disclosing Party must explain below:
N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be conclusively
presumed that the Disclosing Party certified to the above statements.

8. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employee, or elected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “none”).

N/A

9. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the executien date of this EDS, to an employee, or elected or appointed
official, of the City of Chicago. For purposes of this statement, a “gift” does not include: (i) anything
made generally available to City eniployees or to the general public, or (ii) food or drink provided in the
course of official City business and having a retail value of less than $20 per recipient (if none, indicate
with “N/A” or “none”). As to any gift listed below, please also list the name of the City recipient.

N/A

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

1. The Disclosing Party certifies that the Disclosing Party (check one)

[]is X] is not
a "financial institution" as defined in Section 2-32-455(b) of the Municipal Code.
2. If the Disclosing Party IS a financial institution, then the Disclosing Party pledges:

"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that none of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of the Municipal Code. We understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing

business with the City."

If the Disciosing Party is unable to make this piedge because it or any of its affiliates (as defined in
Section 2-32-455(b) of the Municipal Code) is a predatory lender within the meaning of Chapter -
2-32 of the Municipal Code, explain here (attach additional pages if necessary):

N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be
conclusively presumed that the Disclosing Party certified to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that are defined in Chapter 2-156 of the Municipal Code have the same
meanings when used in this Part D.

1. Inaccordance with Section 2-156-110 of the Municipal Code: Does any official or employee
of the City have a financial interest in his or her own name or in the name of any other person or

entity in the Matter?
[1Yes Xl No

NOTE: If you checked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
Item D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or otherwise permitted, no City
elected official or employee shall have a financial interest in his or her own name or in the name of
any other person or entity in the purchase of any property that (i) belongs to the City, or (ii) is sold
for taxes or assessments, or (iii) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Sale"). Compensation for property taken pursuant to the City's eminent domain power
does not constitute a financial interest within the meaning of this Part D.

Does the Matter involve a City Property Sale?

[]Yes X1 No

3. If you checked "Yes" to Item D.1., provide the names and business addresses of the City
officials or employees having such interest and identify the nature of such interest:

Name Business Address Nature of Interest

4. The Disclosing Party further certifies that no prohibited financial interest in the Matter will
be acquired by any City official or employee.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Please check either 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclose below or in an attachment to this EDS all information required by paragraph 2. Failure to
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comply with these disclosure requirements may make any contract entered into with the City in
connection with the Matter voidable by the City.

_X 1. The Disclosing Party verifies that the Disclosing Party has searched any and all records of
the Disclosing Party and any and all predecessor entities regarding records of investments or profits
from slavery or slaveholder insurance policies during the slavery era (including insurance policies
issued to slaveholders that provided coverage for damage to or injury or death of their slaves), and
the Disclosing Party has found no such records.

_____2. The Disclosing Party verifies that, as a result of conducting the search in step 1 above, the
Disclosing Party has found records of investments or profits from slavery or slaveholder insurance
policies. The Disclosing Party verifies that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slaveholders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Section V1. If the Matter is not federally
funded, procced to Section VII. For purposes of this Section VI, tax credits allocated by the City
and proceeds of debt obligations of the City are not federal funding.

A. CERTIFICATION REGARDING LOBBYING

1. List below the names of all persons or entities registered under the federal Lobbying
Disclosure Act of 1995 who have made lobbying contacts on behalf of the Disclosing Party with

respect to the Matter: (Add sheets if necessary):
None

(If no explanation appears or begins on the lines above, or if the letters "NA" or if the word "None"

appear, it will be conclusively presumed that the Disclosing Party means that NO persons or entities
registered under the Lobbying Disclosure Act of 1995 have made lobbying contacts on behalf of the
Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not expend any federally appropriated funds to pay
any person or entity listed in Paragraph A.l1. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or employee of any agency, as defined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employee of a
member of Congress, in connection with the award of any federally funded contract, making any
federally funded grant or loan, entering into any cooperative agreement, or to extend, continue, renew,
amend, or modify any federally funded contract, grant, loan, or cooperative agreement.
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3. The Disclosing Party will submit an updated certification at the end of each calendar quarter in
which there occurs any event that materially affects the accuracy of the statements and information set
forth in paragraphs A.1. and A.2. above.

4. The Disclosing Party certifies that either: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in section

T 1.1

501(c)(4) of the Internal Revenue Code of 1986 but has not engaged and wili not engage in "Lobbying
Activities".

5. 1If the Disclosing Party is the Applicant, the Disclosing Party must obtain certifications equal in
form and substance to paragraphs A.l. through A.4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain ali such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon request.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

If the Matter is federally funded, federal regulations require the Applicant and ali proposed
subcontractors to submit the following information with their bids or in writing at the outset of

negotiations.
Is the Disclosing Party the Applicant?
[1Yes K] No

If “Yes,” answer the three questions below:

1. Have you developed and do you have on file affirmative action programs pursuant to applicable

federal regulations? (See 41 CFR Part 60-2.)
[]Yes [INo

2. Have you filed with the Joint Reporting Committee, the Director of the Office of Federal
Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due

under the applicable filing requirements?
[]1Yes [1No

3. Have you participated in any previous contracts or subcontracts subject to the

equal opportunity clause?
[]Yes [ 1No

If you checked “No” to question 1. or 2. above, please provide an explanation:
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SECTION VII -- ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether

procurement, City assistance, or other City action, and are material inducements to the City's execution

of any contract or taking other action with respect to the Matter. The Disclosing Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, impose certain duties and obligations on persons or entities seeking City contracts,
work, business, or transactions. The full text of these ordinances and a training program is available on
line at www.cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, IL 60610, (312) 744-9660. The Disclosing Party must comply fully
with the applicable ordinances.

C. If the City determines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agreement in connection with which it is submitted may be rescinded or be void or
voidable, and the City may pursue any remedies under the contract or agreement (if not rescinded or
void), at law, or in equity, including terminating the Disclosing Party's participation in the Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Remedies at
law for a false statement of material fact may include incarceration and an award to the City of treble

damages.

D. Itis the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made available to the public on the Internet, in response to a Freedom of Information Act request, or
‘otherwise. By complieting and signing this EDS, the Disclosing Party waives and releases any possible
rights or claims which it may have against the City in connection with the public release of information
contained in this EDS and also authorizes the City to verify the accuracy of any information submitted

in this EDS.

E. The information provided in this EDS must be kept current. In the event of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If the Matter is a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NOTE: With respect to Matters subject to Article I of
Chapter 1-23 of the Municipal Code (imposing PERMANENT INELIGIBILITY for certain specified
offenses), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Section 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:
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F.1. The Disclosing Party is not delinquent in the payment of any tax administered by the Illinois
Department of Revenue, nor are the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
sewer charges, license fees, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
use, nor permit their subcontractors to use, any facility listed by the U.S. E.P.A. on the federal Excluded
Parties List System ("EPLS") maintained by the U. S. General Services Administration.

F.3  Ifthe Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in connection with the Matter certifications equal in
form and substance to those in F.1. and F.2. above and will not, without the prior written consent of the
City, use any such contractor/subcontractor that does not provide such certifications or that the
Disclosing Party has reason to believe has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. above, an
explanatory statement must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing below: (1) warrants that he/she is authorized to execute
this EDS and Appendix A (if applicable) on behalf of the Disclosing Party, and (2) warrants that all

certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City.

SAK Housing, inc.
(Print or type name of Disclosing Party)

By: C .
(Sign here)

James C. Jenkins
(Print or type name of person signing)

Vice President / Treasurer
(Print or type title of person signing)

Signed and sworn to before me on (date) /)/m/ 05" 2074

at 7_2 1y gk, County, £ jaroda(state). ’

o Dneca A Auslng— F, idaz o LNotary Public,

WY, MOIRA Mmy-en/w
MY COMMISSION # FF 073037
2SF EXPIRES: March 24, 2013
" Bonded Thru Notary Public Underwriters

Commission expires: _3-24/ -20/ §
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND BEPARTMENT HEADS

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct
ownership interest in the Applicant exceeding 7.5 percent. It is not to be completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Code Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partner thereof currently has a “familial relationship” with
any elected city official or department head. A “familial relationship” exists if, as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department head as spouse or domestic
partner or as any cf the following, whether by blood or adoption: parent, child, brother or sister, aunt or uncle,
niece or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or half-brother or half-sister.

“Applicable Party” means (1) all executive officers of the Disclosing Party listed in Section IL.B.1.a., if the
Disclosing Party is a corporation; all partners of the Disclosing Party, if the Disclosing Party is a general
partnership; all general partners and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having more than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” means the president, chief
operating officer, executive director, chief financial officer, treasurer or secretary of a legal entity or any person

exercising similar authority.

Does the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “familial relationship” with an elected city official or department head?

[ 1Yes X] No

If yes, please identify below (1) the name and title of such person, (2) the name of the legal entity to which
such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT
SECTION I -- GENERAL INFORMATION
A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

Sidney A Kohl 2012 Irrevocable Family Trust

Check ONE of the following threce boxes:

Indicate whether the Disclosing Party submitting this EDS is:
1. [] the Applicant
OR
2. 4 alegal entity holding a direct or indirect interest in the Applicant. State the legal name of the
Applicant in which the Disclosing Party holds an interest: Hilliard Homes |l Limited Partnership
OR
3. [] alecgal cntity with a right of control (scec Section II.B.1.) State the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 340 Royal Poinciana Way, Suite 305
Palm Beach, FL 33480

C. Telephone: 561-833-5795 Fax: 561-833-3684 Email: jienkins@eskopb.com

D. Namc of contact person: James Jenkins

E. Federal Employer Identification No. (if you have one): '

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS? Department of Planning and Development

If the Matter is a contract being handled by the City’s Department of Procurement Services, please
complete the following:

Specification # N/A and Contract # N/A
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SECTION II -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

1. Indicate the nature of the Disclosing Party:

[ 1 Person [ ] Limited liability company

[ ] Publicly registered business corporation [ ] Limited liability partnership

[ ] Privately held business corporation [ ] Joint venture

[ 1 Sole proprictorship [ ] Not-for-profit corporation

[ ] Gencral partnership (Is the not-for-profit corporation also a 501(c)(3))?
[ ] Limited partnership []Yes [ 1No

K] Trust [ ] Other (please specify)

2. For legal entities, the state (or foreign country) of incorporation or organization, if applicable:

Florida

3. For legal entities not organized in the State of Illinois: Has the organization registered to do
busincss in the State of Illinois as a foreign entity?

[1Yes X No [IN/A
B. IF THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all directors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entities. 1f
there are no such members, write "no members." For trusts, estates or other similar entities, list below
the legal titleholder(s).

If the entity is a general partnership, limited partnership, limited liability company, limited liability
partnership or joint venture, list below the name and title of cach general partner, managing member,
manager or any other person or entity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal cntity listed below must submit an EDS on its own behalf.

Name Title
Robert Kohl Trustee

2. Please provide the following information concerning each person or entity having a direct or
indirect benceficial interest (including ownership) in cxcess of 7.5% of the Disclosing Party. Examples
of such an interest include shares in a corporation, partnership interest in a partnership or joint venture,
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interest of a member or manager in a limited liability company, or interest of a beneficiary of a trust,
cstate or other similar entity. If none, state “None.” NOTE: Pursuant to Section 2-154-030 of the
Municipal Code of Chicago (“Municipal Code”), the City may require any such additional information
from any applicant which is reasonably intended to achieve full disclosure.

Name Business Address Percentage Interest in the
Disclosing Party
SK Grandchildren 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 Sole Beneficiary

SECTION 11 -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship,” as defined in Chapter 2-156 of the Municipal
Code, with any City elected official in the 12 months before the date this EDS is signed?

[]Yes [X] No

If yes, please identify below the name(s) of such City elected official(s) and describe such
relationship(s):
N/A

SECTION 1V -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose the name and business address of each subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has retained
or cxpcects to rctain in connection with the Matter, as well as the nature of the relationship, and the total
amount of the fees paid or estimated to be paid. The Disclosing Party is not required to disclose
cmployees who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” means any person or entity who undertakes to influence any legislative or administrative
action on behalf of any person or entity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also means any person or entity any part of whose duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosure is required under this Scction, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicate whether  Business Relationship to Disclosing Party Fees (indicate whether

retained or anticipated Address (subcontractor, attorney, paid or estimated.) NOTE:

to be retaincd) lobbyist, etc.) “hourly rate” or “t.b.d.” is
not an acceptable response.

N/A

(Add sheets if nccessary)

[X] Check here if the Disclosing Party has not retained, nor expects to retain, any such persons or entities.

SECTION V -- CERTIFICATIONS
A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Scction 2-92-415, substantial owners of business entities that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who directly or indirectly owns 10% or more of the Disclosing Party been declared in
arrearage on any child support obligations by any Illinois court of competent jurisdiction?

[]Yes X] No [ ] No person directly or indirectly owns 10% or more of the
Disclosing Party.

If “Yes,” has the person entered into a court-approved agreement for payment of all support owed and
is the person in compliance with that agreement?

[]1Yes []No
B. FURTHER CERTIFICATIONS

1. Pursuant to Municipal Code Chapter 1-23, Article I (“Article I”)(which the Applicant should
consult for defined terms (e.g., “doing business™) and legal requirements), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifics as follows: (i) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminal offense involving actual, attempted, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishoncsty or deceit against an officer or employee of the City or any sister agency; and (ii) the
Applicant understands and acknowledges that compliance with Article 1 is a continuing requirement for
doing business with the City. NOTE: If Article I applies to the Applicant, the permanent compliance
timeframe in Article I supersedes some five-year compliance timeframes in certifications 2 and 3 below.
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2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or entities
identificd in Section 11.B.1. of this EDS:

a. are not presently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b. have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offense, adjudged guilty, or had a civil judgment rendcred against them in connection with:
obtaining, attempting to obtain, or performing a public (federal, state or local) transaction or
contract under a public transaction; a violation of federal or state antitrust statutes; fraud;
embezzlement; theft; forgery; bribery; falsification or destruction of records; making false
statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
state or local) with committing any of the offenses set forth in clause B.2.b. of this Section V;

d. have not, within a five-year period preceding the date of this EDS, had onc or more public
transactions (federal, state or local) terminated for cause or dcfault; and

e. have not, within a five-year period preceding the date of this EDS, been convicted, adjudged
guilty, or found liable in a civil proceeding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the federal government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

» the Disclosing Party;

- any “Contractor” (meaning any contractor or subcontractor used by the Disclosing Party in
connection with the Matter, including but not limited to all persons or legal entities disclosed under
Section 1V, “Disclosure of Subcontractors and Other Retained Partics™);

- any "Affiliated Entity" (meaning a person or entity that, directly or indircctly: controls the
Disclosing Party, is controlled by the Disclosing Party, or is, with the Disclosing Party, under
common control of another person or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of intercsts among family members, shared facilities
and equipment; common use of employees; or organization of a business entity following the
ineligibility of a business cntity to do business with federal or state or local government, including
the City, using substantially the same management, ownership, or principals as the ineligible entity);
with respect to Contractors, the term Affiliatcd Entity means a person or entity that directly or
indircctly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or entity;

- any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or cmployee of the Disclosing Party, any Contractor or any Affiliatcd Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any
Contractor or any Affiliated Entity (collectively "Agents").
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of cithcr the Disclosing Party
or any Contractor nor any Agents have, during the five years before thc date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the
Matter:

a. bribed or attemptcd to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employee of the City, the State of Illinois, or any agency of the federal
government or of any state or local government in the United States of America, in that officer's
or employce's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agreement, or been convicted or adjudged guilty of agrecement or collusion among bidders or
prospective bidders, in restraint of frcedom of competition by agreement to bid a fixed price or
otherwise; or

¢. made an admission of such conduct described in a. or b. above that is a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Section 2-92-610 (Living Wage Ordinance).

4. Ncither the Disclosing Party, Affiliated Entity or Contractor, or any of their employces, officials,
agents or partners, is barred from contracting with any unit of state or local government as a result of
cngaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 ILCS 5/33E-4; or (3) any similar offense of any state or of the United States of
America that contains the same elements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Burcau of Industry and Security of the U.S. Department of Commerce or their successors: the Specially
Designated Nationals List, thc Denied Persons List, the Unverified List, the Entity List and the
Dcbarred List.

6. The Disclosing Party understands and shall comply with the applicable requirements of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the
Municipal Code.

7. If the Disclosing Party is unable to certify to any of thc above statements in this Part B (Further
Certifications), the Disclosing Party must explain below:
N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be conclusively
presumed that the Disclosing Party certified to the above statements.

8. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employee, or elected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “none”).

N/A

9. To the best of the Disclosing Party’s knowledge after recasonable inquiry, the following is a
complete list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the execution date of this EDS, to an employee, or elected or appointed
official, of the City of Chicago. For purposes of this statcment, a “gift” does not include: (i) anything
made generally available to City employees or to the general public, or (i1) food or drink provided in the
course of official City business and having a retail value of less than $20 per recipient (if none, indicate
with “N/A” or “none”). As to any gift listed below, please also list the name of the City recipient.

N/A

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

1. The Disclosing Party certifies that the Disclosing Party (check one)
[1is ] is not
a "financial institution" as defined in Section 2-32-455(b) of the Municipal Code.
2. If the Disclosing Party IS a financial institution, then the Disclosing Party pledges:

"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that none of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of the Municipal Code. We understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing
business with the City."

If the Disclosing Party is unable to make this pledge because it or any of its affiliates (as defined in
Section 2-32-455(b) of the Municipal Code) is a predatory lender within the meaning of Chapter
2-32 of the Municipal Code, explain here (attach additional pages if necessary):

N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be
conclusively presumed that the Disclosing Party certified to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that are defined in Chapter 2-156 of the Municipal Code have the same
meanings when uscd in this Part D.

1. Inaccordance with Section 2-156-110 of the Municipal Code: Does any official or employce
of the City have a financial interest in his or her own namec or in the name of any other person or
entity in the Matter?

[]1Yes X] No

NOTE: If you checked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
Item D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or otherwise permitted, no City
clected official or employee shall have a financial interest in his or her own name or in the name of
any other person or entity in the purchase of any property that (i) belongs to the City, or (ii) i1s sold
for taxes or assessments, or (iii) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Salc"). Compensation for property taken pursuant to the City's cminent domain power
does not constitute a financial interest within the meaning of this Part D.

Docs the Matter involve a City Property Sale?
[]1Yes [X] No

3. Ifyou checked "Yes" to Item D.1., provide thc names and business addresses of the City
officials or cmployees having such interest and identify the nature of such interest:

Name Business Address Nature of Interest

4. The Disclosing Party further certifics that no prohibited financial interest in the Matter will
be acquired by any City official or employee.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Please check cither 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclosc below or in an attachment to this EDS all information required by paragraph 2. Failure to
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comply with these disclosure requirements may make any contract entered into with the City in
connection with the Matter voidable by the City.

__X 1. The Disclosing Party verifies that the Disclosing Party has searched any and all records of
the Disclosing Party and any and all predecessor entities regarding records of investments or profits
from slavery or slaveholder insurance policies during the slavery era (including insurance policics
i1ssued to slaveholders that provided coverage for damage to or injury or dcath of their slaves), and
the Disclosing Party has found no such records.

____ 2. The Disclosing Party verifies that, as a result of conducting the search in step 1 above, the
Disclosing Party has found records of investments or profits from slavery or slaveholder insurance
policies. The Disclosing Party verifies that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slaveholders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Section VI. 1f the Matter is not federally
funded, proceed to Section VII. For purposes of this Section VI, tax credits allocated by the City
and proceeds of debt obligations of the City are not federal funding.

A. CERTIFICATION REGARDING LOBBYING

1. List below the names of all persons or entitics registered under the federal Lobbying
Disclosure Act of 1995 who have made lobbying contacts on behalf of the Disclosing Party with
respect to the Matter: (Add shects if necessary):

None

(If no explanation appecars or begins on the lines above, or if the letters "NA" or if the word "None"
appear, it will be conclusively presumed that the Disclosing Party means that NO persons or entitics
registered under the Lobbying Disclosure Act of 1995 have made lobbying contacts on behalf of the
Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not expend any federally appropriated funds to pay
any person or entity listed in Paragraph A.1. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or employee of any agency, as defined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employec of a
member of Congress, in connection with the award of any federally funded contract, making any
federally funded grant or loan, entering into any cooperative agreement, or to extend, continue, renew,
amend, or modify any federally funded contract, grant, loan, or cooperative agreement.
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3. The Disclosing Party will submit an updated certification at the cnd of cach calendar quarter in
which there occurs any event that materially affects the accuracy of the statements and information set
forth in paragraphs A.l1. and A.2. above.

4. The Disclosing Party certifies that either: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in section
501(c)(4) of the Internal Revenuc Code of 1986 but has not engaged and will not engage in "Lobbying
Activities".

5. 1If the Disclosing Party is the Applicant, the Disclosing Party must obtain certifications equal in
form and substance to paragraphs A.l. through A.4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain all such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon request.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

If the Matter is federally funded, federal regulations require the Applicant and all proposed
subcontractors to submit the following information with their bids or in writing at the outset of

ncgotiations.

Is the Disclosing Party the Applicant?
[]Yes ] No

If “Yes,” answer the three questions below:

1. Have you developed and do you have on file affirmative action programs pursuant to applicable
federal regulations? (See 41 CFR Part 60-2.)
[]Yes []No

2. Have you filed with the Joint Reporting Committee, the Director of the Office of Federal
Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due
under the applicable filing requirements?

[]Yes [ ]No

3. Have you participated in any prcvious contracts or subcontracts subject to the
equal opportunity clause?

[]Yes []No

If you checked “No” to question 1. or 2. above, please provide an explanation:
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SECTION VII -- ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether

procurement, City assistance, or other City action, and are material inducements to the City's execution

of any contract or taking other action with respect to the Matter. The Disclosing Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, impose certain duties and obligations on persons or entities secking City contracts,
work, business, or transactions. The full text of these ordinances and a training program is available on
line at www _cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, 1L 60610, (312) 744-9660. The Disclosing Party must comply fully
with the applicable ordinanccs.

C. If the City determines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agrecement in conncction with which it is submitted may be rescinded or be void or
voidable, and the City may pursue any remedics under the contract or agreement (if not rescinded or
void), at law, or in equity, including terminating the Disclosing Party's participation in the Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Remedies at
law for a false statement of material fact may include incarceration and an award to the City of treble
damages.

D. It is the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made available to the public on the Internet, in response to a Frcedom of Information Act request, or
otherwisc. By completing and signing this EDS, the Disclosing Party waives and releases any possible
rights or claims which it may have against the City in connection with the public releasc of information
contained in this EDS and also authorizes the City to verify the accuracy of any information submitted
in this EDS.

E. The information provided in this EDS must be kept current. In the event of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If the Matter is a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NOTE: With respect to Matters subject to Article I of
Chapter 1-23 of the Municipal Code (imposing PERMANENT INELIGIBILITY for certain specified
offenscs), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Section 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:
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F.1. The Disclosing Party is not delinquent in the payment of any tax administercd by the Illinois
Department of Revenuc, nor are the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
sewer charges, license fees, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
use, nor permit their subcontractors to use, any facility listed by the U.S. E.P.A. on the federal Excluded
Parties List System ("EPLS") maintained by the U. S. General Services Administration.

F.3  If the Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in connection with the Matter certifications cqual in
form and substance to those in F.1. and F.2. above and will not, without the prior written consent of the
City, use any such contractor/subcontractor that docs not provide such certifications or that the
Disclosing Party has reason to believe has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. above, an
explanatory statcment must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing beiow: (1) warrants ihat he/she is authorized to exccute
this EDS and Appendix A {if applicable) on behalf of the Disclosing Party, and (2) warrants thai all

certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City.

Sidney A Kohl 2012 Irrevocable Family Trust
(Print or typc name of Disclosing P%rty)

& Tl . s

Robert Kohi . —
(Print or type name of person signing)

Trustee
(Print or type title of person signing)

Signed and sworn to before me on (date) &Q_él _____ 24/«%
A . ; A
at i D rach County, £ Jorrd a_(state).

A X e S Kallaoy LS HarMotary Public.

Commission expires:__3__f:§;_f7f'_:£4_/_£j__.

MOIRA MALLOYBERTRAN
MY COMMISSION # FF 0730:?7
EXPIRES: March 24,2018
g . Bonded Thry Notary Pubig Underwriters
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND DEPARTMENT HEADS

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct
ownership interest in the Applicant exceeding 7.5 percent. It is not to be completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Code Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partncr thereof currently has a “familial relationship” with
any clected city official or department head. A “familial relationship” exists if, as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department head as spouse or domestic
partner or as any of the following, whether by blood or adoption: parent, child, brother or sister, aunt or uncle,
niece or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or half-brother or half-sister.

“Applicable Party” means (1) all executive officers of the Disclosing Party listed in Section IL.B.1.a., if the
Disclosing Party is a corporation; all partners of the Disclosing Party, if the Disclosing Party is a gencral
partnership; all general partncrs and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having more than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” means the president, chicf
operating officer, executive director, chief financial officer, treasurer or sccretary of a legal entity or any person
cxercising similar authority.

Docs the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “familial relationship” with an elected city official or department head?

[ ]Yes IX] No

If yes, pleasc identify below (1) the name and title of such person, (2) the name of the legal entity to which
such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT
SECTION I -- GENERAL INFORMATION
A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

The Lawrence Kohl 2013 Family Trust

Check ONE of the following three boxes:

Indicate whether the Disclosing Party submitting this EDS is:
1. [ ] the Applicant
OR
2. [ alegal entity holding a direct or indirect interest in the Applicant. State the legal name of the
Applicant in which the Disclosing Party holds an interest: Hilliard Homes |l Limited Partnership
OR
3. [ ] alegal entity with a right of control (see Scction IL.B.1.) Statc the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 340 Royal Poinciana Way, Suite 305
Palm Beach, FL 33480

C. Telephone: 561-833-5795 Fax: 561-833-3684 Email: jienkins@eskopb.com

D. Name of contact person: James Jenkins

E. Federal Employer Identification No. (if you have onc): o

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS? Department of Planning and Development

[t the Matter is a contract being handled by the City’s Department of Procurcment Services, plcase
complete the following:

Specification # N/A and Contract# N/A
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SECTION II -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

1. Indicate the nature of the Disclosing Party:

[ ] Person [ ] Limited liability company

[ ] Publicly registered business corporation [ ] Limited liability partnership

[ ] Privately held business corporation [ ] Joint venture

[ ] Sole proprietorship [ 1 Not-for-profit corporation

[ ] General partnership (Is the not-for-profit corporation also a 501(c)(3))?
[ ] Limited partnership []Yes [1No

K] Trust [ 1 Other (please specify)

2. For legal entities, the state (or foreign country) of incorporation or organization, if applicable:

Florida

3. For iegal entities not organized in the State of Illinois: Has the organization registered to do
business in the State of Illinois as a foreign entity?

[1Yes X No [IN/A
B. IF THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all directors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entities. If
there are no such members, write "no members." For trusts, estates or other similar entities, list below
the legal titleholder(s).

If the entity is a general partnership, limited partnership, limited liability company, limited liability
partnership or joint venture, list below the name and title of each general partner, managing member,
manager or any other person or entity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal entity listed below must submit an EDS on its own behalf.

Name Title
Pentacorp. Inc., Patricia Fadness, President Trustee

2. Please provide the following information concerning each person or entity having a direct or
indirect beneficial interest (including ownership) in excess of 7.5% of the Disclosing Party. Examples
of such an interest include shares in a corporation, partnership interest in a partnership or joint venture,
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interest of a member or manager in a limited liability company, or interest of a beneficiary of a trust,
estate or other similar entity. If none, state “None.” NOTE: Pursuant to Section 2-154-030 of the
Municipal Code of Chicago (“Municipal Code™), the City may require any such additional information
from any applicant which is reasonably intended to achieve full disclosure.

Name Business Address Percentage Interest in the
Disclosing Party
Lawrence Kohl 340 Royal Poinciana Way, suite 305, Palm Beach, FL 33480 Soie Beneficiary

SECTION III -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship,” as defined in Chapter 2-156 of the Municipal
Code, with any City elected official in the 12 months before the date this EDS is signed?

[]Yes X] No

If yes, please identify below the name(s) of such City elected official(s) and describe such
relationship(s):
N/A

SECTION 1V -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose the name and business address of each subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has retained
or expects to retain in connection with the Matter, as well as the nature of the relationship, and the total
amount of the fees paid or estimated to be paid. The Disclosing Party is not required to disciose
employees who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” means any person or entity who undertakes to influence any legislative or administrative
action on behalf of any person or entity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also means any person or entity any part of whose duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosure is required under this Section, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicate whether  Business Relationship to Disclosing Party Fees (indicate whether
retained or anticipated Address (subcontractor, attorney, paid or estimated.) NOTE:

to be retained) lobbyist, etc.) “hourly rate” or “t.b.d.” is
not an acceptable response.

N/A

(Add sheets if necessary)

[X] Check here if the Disclosing Party has not retained, nor expects to retain, any such persons or entities.

SECTION V -- CERTIFICATIONS
A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Section 2-92-415, substantial owners of business entities that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who directly or indirectly owns 10% or more of the Disclosing Party been declared in
arrearage on any child support obligations by any Illinois court of compctent jurisdiction?

[1Yes X] No [ ] No person directly or indirectly owns 10% or more of the
p
Disclosing Party.

If “Yes,” has the person entered into a court-approved agreement for payment of all support owed and
is the person in compliance with that agreement?

[]Yes [1No

B. FURTHER CERTIFICATIONS

1. Pursuant to Municipal Code Chapter 1-23, Article I (“Article I”)(which the Applicant should
consult for defined terms (e.g., “doing business”) and legal requirements), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifies as follows: (i) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminal offense involving actual, attempted, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishonesty or deceit against an officer or employee of the City or any sister agency; and (ii) the
Applicant understands and acknowledges that compliance with Article I is a continuing requirement for
doing business with the City. NOTE: If Article I applies to the Applicant, the permanent compliance
timeframe in Article I supersedes some five-year compliance timeframes in certifications 2 and 3 below.
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2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or entities
identified in Section II.B.1. of this EDS:

a. are not presently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b. have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offense, adjudged guiity, or had a civil judgment rendered against them in connection with:
obtaining, attempting to obtain, or performing a public (federal, state or local) transaction or
contract under a public transaction; a violation of federal or state antitrust statutes; fraud;
embezzlement; theft; forgery; bribery; falsification or destruction of records; making false

statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
state or local) with committing any of the offenses set forth in clause B.2.b. of this Section V;

d. have not, within a five-year period preceding the date of this EDS, had one or more public
transactions (federal, state or local) terminated for cause or default; and

e. have not, within a five-year period preceding the date of this EDS, been convicted, adjudged
guilty, or found liable in a civil proceeding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the federal government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

* the Disclosing Party;
* any “Contractor” (meaning any contractor or subcontractor used by the Disclosing Party in

connection with the Matter, including but not limited to all persons or legal entities disclosed under
Section IV, “Disclosure of Subconiractors and Other Retained Parties™);

« any "Affiliated Entity” (meaning a person or entity that, directly or indirectly: controls the
Disclosing Party, is controlled by the Disclosing Party, or is, with the Disclosing Party, under
common control of another person or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of interests among family members, shared facilities
and equipment; common use of employees; or organization of a business entity following the
ineligibility of a business entity to do business with federal or state or local government, including
the City, using substantially the same management, ownership, or principals as the ineligible entity);
with respect to Contractors, the term Affiliated Entity means a person or entity that directly or
indirectly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or entity;

* any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or employee of the Disclosing Party, any Contractor or any Affiliated Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any

Contractor or any Affiliated Entity (collectively "Agents").
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of either the Disclosing Party
or any Contractor nor any Agents have, during the five years before the date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the

Matter:

a. bribed or attempted to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employee of the City, the State of Illinois, or any agency of the federal
government or of any state or local government in the United States of America, in that officer's

or employee's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agreement, or been convicted or adjudged guilty of agreement or collusion among bidders or
prospective bidders, in restraint of freedom of competition by agreement to bid a fixed price or

otherwise; or

c. made an admission of such conduct described in a. or b. above that is a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Section 2-92-610 (Living Wage Ordinance).

4. Neither the Disclosing Party, Affiliated Entity or Contractor, or any of their employees, officials,
agents or partners, is barred from contracting with any unit of state or local government as a result of
engaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 ILCS 5/33E-4; or (3) any similar offense of any state or of the United States of
America that contains the same elements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Bureau of Industry and Security of the U.S. Department of Commerce or their successors: the Specially
Designated Nationals List, the Denied Persons List, the Unverified List, the Entity List and the

Debarred List.

6. The Disclosing Party understands and shall comply with the applicable requirements of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the

Municipal Code.

7. If the Disclosing Party is unable to certify to any of the above statements in this Part B (Further
Certifications), the Disclosing Party must explain below:
N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be conclusively
presumed that the Disclosing Party certified to the above statements.

8. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employee, or elected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “none”).

N/A

9. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the execution date of this EDS, to an employee, or elected or appointed
official, of the City of Chicago. For purposes of this statement, a “gift” does not include: (i) anything
made generally available to City employees or to the general public, or (ii) food or drink provided in the
course of official City business and having a retail value of less than $20 per recipient (if none, indicate
with “N/A” or “none”). As to any gift listed below, please also list the name of the City recipient.

N/A

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

1. The Disclosing Party certifies that the Disclosing Party (check one)
[]is ] is not
a "financial institution" as defined in Section 2-32-455(b) of the Municipal Code.
2. If the Disclosing Party IS a financial institution, then the Disclosing Party pledges:

"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that none of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of the Municipal Code. We understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing

business with the City."

If the Disclosing Party is unable to make this pledge because it or any of its affiliates (as defined in
Section 2-32-455(b) of the Municipal Code) is a predatory lender within the meaning of Chapter
2-32 of the Municipal Code, explain here (attach additional pages if necessary):

N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be
conclusively presumed that the Disclosing Party certified to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that are defined in Chapter 2-156 of the Municipal Code have the same
meanings when used in this Part D.

1. Inaccordance with Section 2-156-110 of the Municipal Code: Does any official or employee
of the City have a financial interest in his or her own name or in the name of any other person or

entity in the Matter?
[]Yes X] No

NOTE: If you checked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
Item D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or otherwise permitted, no City
elected official or employee shall have a financial interest in his or her own name or in the name of
any other person or entity in the purchase of any property that (i) belongs to the City, or (ii) is sold
for taxes or assessments, or (iii) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Sale"). Compensation for property taken pursuant to the City's eminent domain power
does not constitute a financial interest within the meaning of this Part D.

Does the Matter involve a City Property Sale?

[]Yes Xl No

3. If you checked "Yes" to Item D.1., provide the names and business addresses of the City
officials or employees having such interest and identify the nature of such interest:

Name Business Address Nature of Interest

4. The Disclosing Party further certifies that no prohibited financial interest in the Matter will
be acquired by any City official or employee.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Please check either 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclose below or in an attachment to this EDS all information required by paragraph 2. Failure to
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comply with these disclosure requirements may make any contract entered into with the City in
connection with the Matter voidable by the City.

_X 1. The Disclosing Party verifies that the Disclosing Party has searched any and all records of
the Disclosing Party and any and all predecessor entities regarding records of investments or profits
from slavery or slavehelder insurance policies during the slavery era (including insurance policies
issued to slaveholders that provided coverage for damage to or injury or death of their slaves), and
the Disclosing Party has found no such records.

__ 2. The Disclosing Party verifies that, as a result of conducting the search in step 1 above, the
Disclosing Party has found records of investments or profits from slavery or slaveholder insurance
policies. The Disclosing Party verifies that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slavehoiders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Section V1. If the Matter is not federally
funded, procced to Section VII. For purposes of this Section VI, tax credits allocated by the City
and proceeds of debt obligations of the City are not federal funding.

A. CERTIFICATION REGARDING LOBBYING

1. List below the names of all persons or entities registered under the federal Lobbying
Disclosure Act of 1995 who have made lobbying contacts on bekalf of the Disclosing Party with
respect to the Matter: (Add sheets if necessary):

None

(If no explanation appears or begins on the lines above, or if the letters "NA" or if the word "None"
appear, it will be conclusively presumed that the Disclosing Party means that NO persons or entities
registered under the Lobbying Disclosure Act of 1995 have made lobbying contacts on behalf of the

Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not expend any federally appropriated funds to pay
any person or entity listed in Paragraph A.1. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or employee of any agency, as defined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employee of a
member of Congress, in connection with the award of any federally funded contract, making any
federally funded grant or loan, entering into any cooperative agreement, or to extend, continue, renew,
amend, or modify any federally funded contract, grant, loan, or cooperative agreement.
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3. The Disclosing Party will submit an updated certification at the end of each calendar quarter in
which there occurs any event that materially affects the accuracy of the statements and information set

forth in paragraphs A.1. and A.2. above.

4. The Disclosing Party certifies that either: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in section
501(c)(4) of the Internal Revenue Code of 1986 but has not engaged and will not engage in "Lobbying

Activities".

5. If the Disclosing Party is the Applicant, the Disclosing Party must obtain certifications equal in
form and substance to paragraphs A.l. through A .4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain all such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon request.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

If the Matter is federally funded, federal regulations require the Applicant and all proposed
subcontractors to submit the following information with their bids or in writing at the outset of

negotiations.

Is the Disclosing Party the Applicant?
[]1Yes ] No

If “Yes,” answer the three questions below:

1. Have you developed and do you have on file affirmative action programs pursuant to applicable
federal regulations? (See 41 CFR Part 60-2.)
[]Yes [1No

2. Have you filed with the Joint Reporting Committee, the Director of the Office of Federal
Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due

under the applicable filing requirements?
[]Yes {]No

3. Have you participated in any previous contracts or subcontracts subject to the

equal opportunity clause?
[]Yes [1No

If you checked “No” to question 1. or 2. above, please provide an explanation:
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SECTION VII -- ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether

procurement, City assistance, or other City action, and are material inducements to the City's execution

of any contract or taking other action with respect to the Matter. The Disclosing Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, impose certain duties and obligations on persons or entities seeking City contracts,
work, business, or transactions. The full text of these ordinances and a training program is available on
line at www.cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, IL 60610, (312) 744-9660. The Disclosing Party must comply fully
with the applicable ordinances.

C. If the City determines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agreement in connection with which it is submitted may be rescinded or be void or
voidable, and the City may pursue any remedies under the contract or agreement (if not rescinded or
void), at law, or in equity, including terminating the Disclosing Party's participation in the Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Remedies at
law for a false statement of material fact may include incarceration and an award to the City of treble

damages.

D. It is the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made available to the public on the Internet, in response to a Freedom of Information Act request, or
otherwise. By completing and signing this EDS, the Disclosing Party waives and releases any possible
rights or claims which it may have against the City in connection with the public release of information
contained in this EDS and also authorizes the City to verify the accuracy of any information submitted
in this EDS.

E. The information provided in this EDS must be kept current. In the event of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If the Matter is a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NOTE: With respect to Matters subject to Article I of
Chapter 1-23 of the Municipal Code (imposing PERMANENT INELIGIBILITY for certain specified
offenses), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Section 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:
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F.l. The Disclosing Party is not delinquent in the payment of any tax administered by the Illinois
Department of Revenue, nor are the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
sewer charges, license fees, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
use, nor permit their subcontractors to usc, any facility listed by the U.S. E.P.A. on the federai Excluded
Parties List System ("EPLS") maintained by the U. S. General Services Administration.

F.3  If the Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in connection with the Matter certifications equal in
form and substance to those in F.1. and F.2. above and will not, without the prior written consent of the
City, use any such contractor/subcontractor that does not provide such certifications or that the
Disclosing Party has reason to believe has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. abové, an
explanatory statement must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing below: (1) warrants that he/she is authorized to execute
this EDS and Appendix A (if applicable) on behalf of the Disclosing Party, and (2) warrants that all
certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City.

The Lawrence Kohl 2013 Family Trust
(Print or (y e name of Disclosing Party)

By:

: y: Pentacorp, Inc., Trustee
(S ign her e) By: Patricia Fadness, President

Patricia Fadness
(Print or type name of person signing)

President
(Print or type title of person signing)

Signed and sworn to before me on (date) “;/’7(/;/ D59 20/ fi,
at ELJJ.I’._M‘)C()U“W, o Aea (state). ’

\4.44/_&:@4&%,{ - LA St E¢_< Notary Public.

Commission expires: 3 .24 -4 &

A,
SO S,

o ., MOIRA MALLY-BERTRAND
0 @h Wt MY COMMISSION ¢ FF 7037
e cf"' EXPIRES: March 24, 2018
L WAES Bonded Thry Notary Fubiic Underwnters
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILJIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND DEPARTMENT HEADS

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct
ownership interest in the Applicant exceeding 7.5 percent. It is not to be completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Code Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partner thereof currently has a “familial relationship” with
any elected city official or department head. A “familial relationship” cxists if, as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department head as spouse or domestic
partner or as any of the following, whether by blood or adoption: parent, child, brother or sister, aunt or uncle,
niece or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or half-brother or half-sister.

“Applicable Party” means (1) all executive officers of the Disclosing Party listed in Section IL.B.1.a., if the
Disclosing Party is a corporation; all partners of the Disclosing Party, if the Disclosing Party is a general
partnership; all general partners and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having more than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” means the president, chief
operating officer, executive director, chief financial officer, treasurer or secretary of a legal entity or any person

exercising similar authority.

Does the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “familial relationship” with an elected city official or department head?

[ ]Yes X] No

If yes, please identify below (1) the name and title of such person, (2) the name of the legal entity to which
such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT
SECTION I -- GENERAL INFORMATION
A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

Palm Drive Associates, LLC

Check ONE of the following three boxes:

Indicate whether the Disclosing Party submitting this EDS is:
1. [] the Applicant

OR :
2. [{ alegal entity holding a direct or indirect interest in the Applicant. State the legal name of the

Applicant in which the Disclosing Party holds an interest: Hilliard Homes Il Limited Partnership

OR
3. [] alegal entity with a right of control (see Section II1.B.1.) State the legal name of the entity in

which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 21600 Oxnard Street, suite 1200
Woodland Hills, CA 91367

C. Telephone: 818-668-6800 Fax: 818-668-2828 Email: Shawn.Horwitz@alliantcapital.com

D. Name of contact person: Shawn Horwitz L

E. Federal Employer ldentification No. (if you have one):-

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS? Department of Planning and Development

If the Matter is a contract being handled by the City’s Department of Procurement Services, please
complete the following:

Specification # N/A and Contract # N/A
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SECTION 1I -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

1. Indicate the nature of the Disclosing Party:

[ ] Person XI Limited liability company

[ ] Publicly registered business corporation [ 1 Limited liability partnership

[ ] Privately held business corporation [ 1 Joint venture

{ ] Sole proprietorship [ ] Not-for-profit corporation

[ ] General partnership (Is the not-for-profit corporation also a 501(c)(3))?
[ 1 Limited partnership [1Yes []No

[ ] Trust [ ] Other (please specify)

2. For legal entities, the state (or foreign country) of incorporation or organization, if applicable:

Delaware

3. For legal entities not organized in the State of Illinois: Has the organization registered to do
business in the State of Illinois as a foreign entity?

[]Yes X No [1N/A
B. IF THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all directors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entities. If
there are no such members, write "no members." For trusts, estates or other similar entities, list below
the legal titleholder(s).

If the entity is a general partnership, limited parinership, limited liability company, limited liability
partnership or joint venture, list below the name and title of each general partner, managing member,
manager or any other person or entity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal entity listed below must submit an EDS on its own behalf.

Name Title
Shawn Horwitz Managing Member

2. Please provide the following information concerning each person or entity having a direct or
indirect beneficial interest (including ownership) in excess of 7.5% of the Disclosing Party. Examples
of such an interest include shares in a corporation, partnership interest in a partnership or joint venture,
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interest of a member or manager in a limited liability company, or interest of a beneficiary of a trust,
estate or other similar entity. If none, state “None.” NOTE: Pursuant to Section 2-154-030 of the
Municipal Code of Chicago (“Municipal Code”), the City may require any such additional information
from any applicant which is reasonably intended to achieve full disclosure.

Name Business Address Percentage Interest in the

Disclosing Party
Shawn Horwitz 21600 Oxnard St., Suite 1200, Woodland Hills, CA 91367 50% (Managing Member)
Joanne Horwitz 21600 Oxnard St., Suite 1200, Woodland Hills, CA 91367 50% (Member)

SECTION III -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship," as defined in Chapter 2-156 of the Municipal
Code, with any City elected official in the 12 months before the date this EDS is signed?

[]Yes | X] No

If yes, please identify below the name(s) of such City elected official(s) and describe such
relationship(s):
N/A

SECTION IV -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose the name and business address of each subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has retained
or expects to retain in connection with the Matter, as well as the nature of the relationship, and the total
amount of the fees paid or estimated to be paid. The Disclosing Party is not required to disclose
employees who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” means any person or entity who undertakes to influence any legislative or administrative
action on behalf of any person or entity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also means any person or entity any part of whose duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosure is required under this Section, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicate whether ~ Business Relationship to Disclosing Party Fees (indicate whether
. retained or anticipated Address (subcontractor, attorney, paid or estimated.) NOTE:
to be retained) lobbyist, etc.) “hourly rate” or “t.b.d.” is
not an acceptable response.

N/A

(Add sheets if necessary)

[X] Check here if the Disclosing Party has not retained, nor expects to retain, any such persons or entities.
SECTION V -- CERTIFICATIONS
A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Section 2-92-415, substantial owners of business entities that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who directly or indirectly owns 10% or more of the Disclosing Party been declared in
arrearage on any child support obligations by any Illinois court of competent jurisdiction?

[]Yes X] No [ 1 No person directly or indirectly owns 10% or more of the
Disclosing Party.

If “Yes,” has the person entered into a court-approved agreement for payment of all support owed and
is the person in compliance with that agreement?

[]Yes [ ]No
B. FURTHER CERTIFICATIONS

1. Pursuant to Municipal Code Chapter 1-23, Article I (“Article I”)(which the Applicant should
consult for defined terms (e.g., “doing business”) and legal requirements), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifies as follows: (i) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminal offense involving actual, attempted, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishonesty or deceit against an officer or employee of the City or any sister agency; and (ii) the
Applicant understands and acknowledges that compliance with Article I is a continuing requirement for
doing business with the City. NOTE: If Article I applies to the Applicant, the permanent compliance
timeframe in Article I supersedes some five-year compliance timeframes in certifications 2 and 3 below.
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2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or entities
identified in Section [I.B.1. of this EDS:

a. are not presently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b. have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offense, adjudged guilty, or had a civil judgment rendered against them in connection with:
obtaining, attempting to obtain, or performing a public (federal, state or local) transaction or
contract under a public transaction; a violation of federal or state antitrust statutes; fraud;
embezzlement; theft; forgery; bribery; falsification or destruction of records; making false
statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
state or local) with committing any of the offenses set forth in clause B.2.b. of this Section V;

d. have not, within a five-year period preceding the date of this EDS, had one or more public
transactions (federal, state or local) terminated for cause or default; and

e. have not, within a five-year period preceding the date of this EDS, been convicted, adjudged
guilty, or found liable in a civil proceeding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the federal government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

» the Disclosing Party;

* any “Contractor” (meaning any contractor or subcontractor used by the Disclosing Party in
connection with the Matter, including but not limited to all persons or legal entities disclosed under
Section IV, “Disclosure of Subcontractors and Other Retained Parties™);

 any "Affiliated Entity" (meaning a person or entity that, directly or indirectly: controls the
Disclosing Party, is controlled by the Disclosing Party, or is, with the Disclosing Party, under
common control of another person or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of interests among family members, shared facilities
and equipment; common use of employees; or organization of a business entity following the
ineligibility of a business entity to do business with federal or state or local government, including
the City, using substantially the same management, ownership, or principals as the ineligible entity);
with respect to Contractors, the term Affiliated Entity means a person or entity that directly or
indirectly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or entity;

* any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or employee of the Disclosing Party, any Contractor or any Affiliated Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any
Contractor or any Affiliated Entity (collectively "Agents").
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of either the Disclosing Party
or any Contractor nor any Agents have, during the five years before the date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the
Matter:

a. bribed or attempted to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employee of the City, the State of Illinois, or any agency of the federal
. government or of any state or local government in the United States of America, in that officer's
or employee's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agreement, or been convicted or adjudged guilty of agreement or collusion among bidders or
prospective bidders, in restraint of freedom of competition by agreement to bid a fixed price or
otherwise; or

¢. made an admission of such conduct described in a. or b. above that is a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Section 2-92-610 (Living Wage Ordinance).

4. Neither the Disclosing Party, Affiliated Entity or Contractor, or any of their employees, officials,
agents or partners, is barred from contracting with any unit of state or local government as a result of
engaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 ILCS 5/33E-4; or (3) any similar offense of any state or of the United States of
America that contains the same elements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Bureau of Industry and Security of the U.S. Department of Commerce or their successors: the Specially
Designated Nationals List, the Denied Persons List, the Unverified List, the Entity List and the
Debarred List.

6. The Disclosing Party understands and shall comply with the applicable requirements of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the
Municipal Code.

7. If the Disclosing Party is unable to certify to any of the above statements in this Part B (Further
Certifications), the Disclosing Party must explain below:
N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be conclusively
presumed that the Disclosing Party certified to the above statements.

8. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employee, or elected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “none”).

N/A

9. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the execution date of this EDS, to an employee, or elected or appointed
official, of the City of Chicago. For purposes of this statement, a “gift” does not include: (i) anything
made generally available to City employees or to the general public, or (ii) food or drink provided in the
course of official City business and having a retail value of less than $20 per recipient (if none, indicate
with “N/A” or “none”). As to any gift listed below, please also list the name of the City recipient.

N/A

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

1. The Disclosing Party certifies that the Disclosing Party (check one)

[]is [{ is not
a "financial institution" as defined in Section 2-32-455(b) of the Municipal Code.
2. If the Disclosing Party IS a financial institution, then the Disclosing Party pledges:

"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that none of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of the Municipal Code. We understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing
business with the City."

If the Disclosing Party is unable to make this pledge because it or any of its affiliates (as defined in
Section 2-32-455(b) of the Municipal Code) is a predatory lender within the meaning of Chapter
2-32 of the Municipal Code, explain here (attach additional pages if necessary):

N/A

Page 7 of 13



If the letters "NA," the word "None," or no response appears on the lines above, it will be
conclusively presumed that the Disclosing Party certified to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that are defined in Chapter 2-156 of the Municipal Code have the same
meanings when used in this Part D. o T o ;

1. In accordance with Section 2-156-110 of the Municipal Code: Does any official or employee
of the City have a financial interest in his or her own name or in the name of any other person or
entity in the Matter?

[]Yes X] No

NOTE: If you checked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
Item D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or otherwise permitted, no City
elected official or employee shall have a financial interest in his or her own name or in the name of
any other person or entity in the purchase of any property that (i) belongs to the City, or (ii) is sold
for taxes or assessments, or (iii) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Sale"). Compensation for property taken pursuant to the City's eminent domain power
does not constitute a financial interest within the meaning of this Part D.

Does the Matter involve a City Property Sale?
[]Yes X] No

3. Ifyou checked "Yes" to Item D.1., provide the names and business addresses of the City
officials or employees having such interest and identify the nature of such interest:

Name Business Address Nature of Interest

4. The Disclosing Party further certifies that no prohibited financial interest in the Matter will
be acquired by any City official or employee.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Please check either 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclose below or in an attachment to this EDS all information required by paragraph 2. Failure to
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comply with these disclosure requirements may make any contract entered into with the City in
connection with the Matter voidable by the City.

__X_1. The Disclosing Party verifies that the Disclosing Party has searched any and all records of
the Disclosing Party and any and all predecessor entities regarding records of investments or profits
from slavery or slaveholder insurance policies during the slavery era (including insurance policies
issued to slaveholders that provided coverage for damage to or injury or death of their slaves), and
the Disclosing Party has found no such records.

____ 2. The Disclosing Party verifies that, as a result of conducting the search in step 1 above, the
Disclosing Party has found records of investments or profits from slavery or slaveholder insurance

policies. The Disclosing Party verifies that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slaveholders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Section VI. If the Matter is not federally
funded, proceed to Section V1I. For purposes of this Section VI, tax credits allocated by the City
and proceeds of debt obligations of the City are not federal funding.

A. CERTIFICATION REGARDING LOBBYING

1. List below the names of all persons or entities registered under the federal Lobbying
Disclosure Act of 1995 who have made lobbying contacts on behalf of the Disclosing Party with
respect to the Matter: (Add sheets if necessary):

None

(If no explanation appears or begins on the lines above, or if the letters "NA" or if the word "None"
appear, it will be conclusively presumed that the Disclosing Party means that NO persons or entities
registered under the Lobbying Disclosure Act of 1995 have made lobbying contacts on behalf of the
Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not expend any federally appropriated funds to pay
any person or entity listed in Paragraph A.l. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or employee of any agency, as defined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employee of a
member of Congress, in connection with the award of any federally funded contract, making any
federally funded grant or loan, entering into any cooperative agreement, or to extend, continue, renew,
amend, or modify any federally funded contract, grant, loan, or cooperative agreement. ‘
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3. The Disclosing Party will submit an updated certification at the end of each calendar quarter in
which there occurs any event that materially affects the accuracy of the statements and information set
forth in paragraphs A.l. and A.2. above.

4. The Disclosing Party certifies that either: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in section
501(c)(4) of the Internal Revenue Code of 1986 but has not engaged and will not engage in "Lobbying
C_Activities". e

5. If the Disclosing Party is the Applicant, the Disclosing Party must obtain certifications equal in
form and substance to paragraphs A.l. through A.4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain all such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon request.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

[f the Matter is federally funded, federal regulations require the Applicant and all proposed
subcontractors to submit the following information with their bids or in writing at the outset of

negotiations.

Is the Disclosing Party the Applicant?
[]Yes K] No

If “Yes,” answer the three questions below:

1. Have you developed and do you have on file affirmative action programs pursuant to applicable
federal regulations? (See 41 CFR Part 60-2.)
[]Yes { ] No

2. Have you filed with the Joint Reporting Committee, the Director of the Office of Federal
Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due

under the applicable filing requirements?
[1Yes [ ]No

3. Have you participated in any previous contracts or subcontracts subject to the
equal opportunity clause?

[1Yes []1No

If you checked “No” to question 1. or 2. above, please provide an explanation:
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SECTION VII -- ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether
procurement, City assistance, or other City action, and are material inducements to the City's execution .
of any contract or taking other action with respect to the Matter. The Disclosing Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, impose certain duties and obligations on persons or entities seeking City contracts,
work, business, or transactions. The full text of these ordinances and a training program is available on
line at www.cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, IL 60610, (312) 744-9660. The Disclosing Party must comply fully
with the applicable ordinances.

C. If the City determines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agreement in connection with which it is submitted may be rescinded or be void or
voidable, and the City may pursue any remedies under the contract or agreement (if not rescinded or
void), at law, or in equity, including terminating the Disclosing Party's participation in the Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Remedies at
law for a false statement of material fact may include incarceration and an award to the City of treble
damages.

D. It is the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made available to the public on the Internet, in response to a Freedom of Information Act request, or
otherwise. By completing and signing this EDS, the Disclosing Party waives and releases any possible
rights or claims which it may have against the City in connection with the public release of information
contained in this EDS and also authorizes the City to verify the accuracy of any information submitted
in this EDS.

E. The information provided in this EDS must be kept current. In the event of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If the Matter is a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NOTE: With respect to Matters subject to Article I of
Chapter 1-23 of the Municipal Code (imposing PERMANENT INELIGIBILITY for certain specified
offenses), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Section 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:

Page 11 of 13



F.1. The Disclosing Party is not delinquent in the payment of any tax administered by the Illinois
Department of Revenue, nor are the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
sewer charges, license fees, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
use, nor permit their subcontractors to use, any facility listed by the U.S. E.P.A. on the federal Excluded
_ Parties List System ("EPLS") maintained by the U. S. General Services Administration. =~

F.3  If the Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in connection with the Matter certifications equal in
form and substance to those in F.1. and F.2. above and will not, without the prior written consent of the
City, use any such contractor/subcontractor that does not provide such certifications or that the
Disclosing Party has reason to believe has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. above, an
explanatory statement must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing below: (1) warrants that he/she is authorized to execute
this EDS and Appendix A (if applicable) on behalf of the Disclosing Party, and (2) warrants that all

certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City.

Palm Drive Associates, LLC
me of Disclosing Party‘)/

(Sﬁgn here) \)

Shawn Horwitz
(Print or type name of person signing)

Managing Member
(Print or type title of person signing)

Slgned and sw orn to before me on (date) 17’{4 l‘l()lq )

C leS County, (state).
"ArV\bLS‘f\ g\/aman Notary Public.

- i o ANUSH SINANIAN E
™M { 29 I 0177 /AR5 Commission # 2042671
{ il -

Notary Public - California é

\ B o ) Los Angeles County
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND DEPARTMENT HEADS

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct
ownership interest in the Applicant exceeding 7.5 percent. It is not to be completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Code Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partner thereof currently has a “familial relationship” with
any elected city official or department head. A “familial relationship” exists if, as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department head as spouse or domestic
partner or as any of the following, whether by blood or adoption: parent, child, brother or sister, aunt or uncle,
niece or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or half-brother or half-sister.

“Applicable Party” means (1) all executive officers of the Disclosing Party listed in Section 1I.B.1.a., if the
Disclosing Party is a corporation; all partners of the Disclosing Party, if the Disclosing Party is a general
partnership; all general partners and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having more than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” means the president, chief
operating officer, executive director, chief financial officer, treasurer or secretary of a legal entity or any person
exercising similar authority.

Does the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “familial relationship” with an elected city official or department head?

[ ]Yes X] No
If yes, please identify below (1) the name and title of such person, (2) the name of the legal entity to which

such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
' AND AFFIDAVIT
SECTION 1 -- GENERAL INFORMATION
A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

344 Columbia Associates, Ltd.

Check ONE of the following three boxes:

Indicate whether the Disclosing Party submitting this EDS is:
1. [] the Applicant
OR
2. [{ alegal entity holding a direct or indirect interest in the Applicant. State the legal name of the
Applicant in which the Disclosing Party holds an interest: Hilliard Homes Il Limited Partnership
OR
3. [ ] alegal entity with a right of control (sce Section I[.B.1.) State the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 21600 Oxnard Street, Suite 1200
Woodland Hills, CA 91367

C. Telephone: 818-668-6800 Fax: 818-668-2828 Email: scott.kotick@alliantcapital.com

D. Name of contact person: Scott Kotick

E. Federal Employer Identification No. (if you have one);:w

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

- .
Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS? Department of Planning and Development

If the Matter is a contract being handled by the City’s Department of Procurement Services, please
complete the following:

Specification # N/A and Contract # N/A

Ver. 01-01-12 Page I of I3



SECTION 11 -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

1. Indicate the nature of the Disclosing Party:

[ ] Person [ ] Limited liability company

[ 1 Publicly registered business corporation [ ] Limited liability partnership

[ ] Privately held business corporation [ ] Joint venture

[ ] Sole proprietorship [ 1 Not-for-profit corporation

[ 1 General partnership (Is the not-for-profit corporation also a 501(c)(3))?
X] Limited partnership []Yes [JNo

[] Trust [ 1 Other (please specify)

2. For legal entities, the state (or foreign country) of incorporation or organization, if applicable:

Ghio

3. For legal entities not organized in the State of Illinois: Has the organization registered to do
business in the State of Illinois as a foreign entity?

[]Yes M No [ IN/A
B. IF THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all directors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entities. If
there are no such members, write "no members." For trusts, estates or other similar entities, list below
the legal titleholder(s).

If the entity is a general partnership, limited partnership, limited liability company, limited liability
partnership or joint venture, list below the name and title of cach general partner, managing member,
manager or any other person or entity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal entity listed below must submit an EDS on its own behalf.

Name Title

Scott Kotick Managing Member

2. Please provide the following information concerning each person or entity having a direct or
indirect beneficial interest (including ownership) in excess of 7.5% of the Disclosing Party. Examples
of such an interest include shares in a corporation, partnership interest in a partnership or joint venture,
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interest of a member or manager in a limited liability company, or interest of a beneficiary of a trust,
estate or other similar entity. If none, state “None.” NOTE: Pursuant to Section 2-154-030 of the
Municipal Code of Chicago (“Municipal Code™), the City may require any such additional information
from any applicant which is reasonably intended to achieve full disclosure.

Name Business Address Percentage Interest in the
Disclosing Party
Scott Kotick 21600 Oxnard St., Suite 1200, Woodland Hills, CA 91367 25% (Managing Member)
Myra Kotick 21600 Oxnard St., Suite 1200, Woodland Hills, CA 91367 25% (Member)
Kotick Family, LP 21600 Oxnard St., Suite 1200, Woodland Hills, CA 91367 50% (Member)

SECTION III -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship," as defined in Chapter 2-156 of the Municipal
Code, with any City elected official in the 12 months before the date this EDS is signed?

[1Yes X] No

If yes, please identify below the name(s) of such City elected official(s) and describe such
relationship(s):
N/A

SECTION 1V -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose the name and business address of each subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has retained
or expects to retain in connection with the Matter, as well as the nature of the relationship, and the total
amount of the fees paid or estimated to be paid. The Disclosing Party is not required to disclose
employees who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” means any person or entity who undertakes to influence any legislative or administrative
action on behalf of any person or entity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also means any person or entity any part of whose duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosure is required under this Section, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicate whether  Business Relationship to Disclosing Party Fees (indicate whether

retained or anticipated Address (subcontractor, attorney, paid or estimated.) NOTE:

to be retained) lobbyist, etc.) “hourly rate” or “t.b.d.” is
not an acceptable response.

N/A

(Add sheets if necessary)

[X] Check here if the Disclosing Party has not retained, nor expects to retain, any such persons or entities.
SECTION V -- CERTIFICATIONS

A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Section 2-92-415, substantial owners of business entities that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who directly or indirectly owns 10% or more of the Disclosing Party been declared in
arrearage on any child support obligations by any Illinois court of competent jurisdiction?

[]Yes X] No [ ] No person directly or indirectly owns 10% or more of the
Disclosing Party.

If “Yes,” has the person entered into a court-approved agreement for payment of all support owed and
is the person in compliance with that agreement?

[]Yes [ ]No
B. FURTHER CERTIFICATIONS

1. Pursuant to Municipal Code Chapter 1-23, Article 1 (“Article I”’)(which the Applicant should
consult for defined terms (e.g., “doing business™) and legal requirements), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifies as follows: (i) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminal offense involving actual, attempted, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishonesty or deceit against an officer or employee of the City or any sister agency; and (ii) the
Applicant understands and acknowledges that compliance with Article I is a continuing requirement for
doing business with the City. NOTE: If Article I applies to the Applicant, the permanent compliance
timeframe in Article [ supersedes some five-year compliance timeframes in certifications 2 and 3 below.
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2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or entities
identified in Section II.B.1. of this EDS:

a. are not presently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b.  have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offense, adjudged guilty, or had a civil judgment rendered against them in connection with:
obtaining, attempting to obtain, or performing a public (federal, state or local) transaction or
contract under a public transaction; a violation of federal or state antitrust statutes; fraud;
embezzlement; theft; forgery; bribery; falsification or destruction of records; making false
statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
state or local) with committing any of the offenses set forth in clause B.2.b. of this Section V;

d. have not, within a five-year period preceding the date of this EDS, had one or more public
transactions (federal, state or local) terminated for cause or default; and

e. have not, within a five-year period preceding the date of this EDS, been convicted, adjudged
guilty, or found liable in a civil proceeding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the federal government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

» the Disclosing Party;

+ any “Contractor” (meaning any contractor or subcontractor used by the Disclosing Party in
connection with the Matter, including but not limited to all persons or legal entities disclosed under
Section IV, “Disclosure of Subcontractors and Other Retained Parties™);

« any "Affiliated Entity" (meaning a person or entity that, directly or indirectly: controls the
Disclosing Party, is controlled by the Disclosing Party, or is, with the Disclosing Party, under
common control of another person or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of interests among family members, shared facilities
and equipment; common use of employees; or organization of a business entity following the
ineligibility of a business entity to do business with federal or state or local government, including
the City, using substantially the same management, ownership, or principals as the ineligible entity);
with respect to Contractors, the term Affiliated Entity means a person or entity that directly or
indirectly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or entity;

- any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or employee of the Disclosing Party, any Contractor or any Affiliated Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any
Contractor or any Affiliated Entity (collectively "Agents").
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of either the Disclosing Party
or any Contractor nor any Agents have, during the five years before the date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the
Matter:

a. bribed or attempted to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employee of the City, the State of 1llinois, or any agency of the federal
government or of any state or local government in the United States of America, in that officer's
or employee's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agreement, or been convicted or adjudged guilty of agreement or collusion among bidders or
prospective bidders, in restraint of freedom of competition by agreement to bid a fixed price or
otherwise; or

¢. made an admission of such conduct described in a. or b. above that is a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Section 2-92-610 (Living Wage Ordinance).

4. Neither the Disclosing Party, Affiliated Entity or Contractor, or any of their employees, officials,
agents or partners, is barred from contracting with any unit of state or local government as a result of
engaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 ILCS 5/33E-4; or (3) any similar offense of any state or of the United States of
America that contains the same elements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Bureau of Industry and Security of the U.S. Department of Commerce or their successors: the Specially
Designated Nationals List, the Denied Persons List, the Unverified List, the Entity List and the
Debarred List.

6. The Disclosing Party understands and shall comply with the applicable requirements of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the
Municipal Code.

7. If the Disclosing Party is unable to certify to any of the above statements in this Part B (Further
Certifications), the Disclosing Party must explain below:
N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be conclusively
presumed that the Disclosing Party certified to the above statements.

8. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employee, or elected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “none”).

N/A

9. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the execution date of this EDS, to an employee, or elected or appointed
official, of the City of Chicago. For purposes of this statement, a “gift” does not include: (i) anything
made generally available to City employees or to the general public, or (ii) food or drink provided in the
course of official City business and having a retail value of less than $20 per recipient (if none, indicate
with “N/A” or “none”). As to any gift listed below, please also list the name of the City recipient.

N/A

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

1. The Disclosing Party certifies that the Disclosing Party (check one)

[1is D4 is not
a "financial institution" as defined in Section 2-32-455(b) of the Municipal Code.
2. If the Disclosing Party IS a financial institution, then the Disclosing Party pledges:

"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that none of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of the Municipal Code. We understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing
business with the City."

If the Disclosing Party is unable to make this pledge because it or any of its affiliates (as defined in
Section 2-32-455(b) of the Municipal Code) is a predatory lender within the meaning of Chapter
2-32 of the Municipal Code, explain here (attach additional pages if necessary):

N/A
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If the letters "NA," the word "None," or no response appears on the lines above, it will be
conclusively presumed that the Disclosing Party certified to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that are defined in Chapter 2-156 of the Municipal Code have the same
meanings when used in-this Part D: S - -

1. In accordance with Section 2-156-110 of the Municipal Code: Does any official or employee
of the City have a financial interest in his or her own name or in the name of any other person or
entity in the Matter?

[1Yes Xl No

NOTE: If you checked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
[tem D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or otherwise permitted, no City
elected official or employee shall have a financial interest in his or her own name or in the name of
any other person or entity in the purchase of any property that (i) belongs to the City, or (ii) is sold
for taxes or assessments, or (iii) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Sale"). Compensation for property taken pursuant to the City's eminent domain power
does not constitute a financial interest within the meaning of this Part D.

Does the Matter involve a City Property Sale?
[]Yes X] No

3. If you checked "Yes" to Item D.1., provide the names and business addresses of the City
officials or employees having such interest and identify the nature of such interest:

Name Business Address Nature of Interest

4. The Disclosing Party further certifies that no prohibited financial interest in the Matter will
be acquired by any City official or employee.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Please check either 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclose below or in an attachment to this EDS all information required by paragraph 2. Failure to
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comply with these disclosure requirements may make any contract entered into with the City in
connection with the Matter voidable by the City.

__X 1. The Disclosing Party verifies that the Disclosing Party has searched any and all records of
the Disclosing Party and any and all predecessor entities regarding records of investments or profits
from slavery or slaveholder insurance policies during the slavery era (including insurance policies
issued to slaveholders that provided coverage for damage to or injury or death of their slaves), and
the Disclosing Party has found no such records.

_____2. The Disclosing Party verifies that, as a result of conducting the search in step 1 above, the
Disclosing Party has found records of investments or profits from slavery or slaveholder insurance

policies. The Disclosing Party verifies that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slaveholders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Section VI. If the Matter is not federally
funded, proceed to Section VIL. For purposes of this Section VI, tax credits allocated by the City
and proceeds of debt obligations of the City are not federal funding.

A. CERTIFICATION REGARDING LOBBYING

1. List below the names of all persons or entities registered under the federal Lobbying
Disclosure Act of 1995 who have made lobbying contacts on behalf of the Disclosing Party with
respect to the Matter: (Add sheets if necessary):

None

(If no explanation appears or begins on the lines above, or if the letters "NA" or if the word "None"
appear, it will be conclusively presumed that the Disclosing Party means that NO persons or entities
registered under the Lobbying Disclosure Act of 1995 have made lobbying contacts on behalf of the
Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not expend any federally appropriated funds to pay
any person or entity listed in Paragraph A.1. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or employee of any agency, as defined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employee of a
member of Congress, in connection with the award of any federally funded contract, making any
federally funded grant or loan, entering into any cooperative agreement, or to extend, continue, renew,
amend, or modify any federally funded contract, grant, loan, or cooperative agreement.
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3. The Disclosing Party will submit an updated certification at the end of each calendar quarter in
which there occurs any event that materially affects the accuracy of the statements and information set
forth in paragraphs A.1. and A.2. above.

4. The Disclosing Party certifies that either: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in section
501(c)(4) of the Internal Revenue Code of 1986 but has not engaged and will not engage in "Lobbying
Activities".

5. If the Disclosing Party is the Applicant, the Disclosing Party must obtain certifications equal in
form and substance to paragraphs A.l. through A.4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain all such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon request.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

If the Matter is federally funded, federal regulations require the Applicant and all proposed
subcontractors to submit the following information with their bids or in writing at the outset of
negotiations.

Is the Disclosing Party the Applicant?
[1Yes ] No
If “Yes,” answer the three questions below:

1. Have you developed and do you have on file affirmative action programs pursuant to applicable
federal regulations? (See 41 CFR Part 60-2.)
[]Yes [1No

2. Have you filed with the Joint Reporting Committee, the Director of the Office of Federal
Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due
under the applicable filing requirements?

[]Yes [ ]No

3. Have you participated in any previous contracts or subcontracts subject to the

equal opportunity clause?
[1Yes [ ]No

If you checked “No” to question 1. or 2. above, please provide an explanation:
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SECTION VII -- ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether
‘procurement, City assistance, or other City action, and are material inducements to the City's execution
of any contract or taking other action with respect to the Matter. The Disclosing Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, impose certain duties and obligations on persons or entities seeking City contracts,
work, business, or transactions. The full text of thesc ordinances and a training program is available on
line at www.cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, IL 60610, (312) 744-9660. The Disclosing Party must comply fully
with the applicable ordinances.

C. If the City determines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agreement in connection with which it is submitted may be rescinded or be void or
voidable, and the City may pursue any remedies under the contract or agreement (if not rescinded or
void), at law, or in equity, including terminating the Disclosing Party's participation in the Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Remedies at
law for a false statement of material fact may include incarceration and an award to the City of treble
damages.

D. It is the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made available to the public on the Internet, in response to a Freedom of Information Act request, or
otherwise. By completing and signing this EDS, the Disclosing Party waives and releases any possible
rights or claims which it may have against the City in connection with the public release of information
contained in this EDS and also authorizes the City to verify the accuracy of any information submitted
in this EDS.

E. The information provided in this EDS must be kept current. In the event of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If the Matter is a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NOTE: With respect to Matters subject to Article [ of
Chapter 1-23 of the Municipal Code (imposing PERMANENT INELIGIBILITY for certain specified
offenses), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Section 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:
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F.l. The Disclosing Party is not delinquent in the payment of any tax administered by the Illinois
Department of Revenue, nor are the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
sewer charges, license fees, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
use, nor permit their subcontractors to use, any facility listed by the U.S. E.P.A. on the federal Excluded

Parties List System ("EPLS") maintained by the U. S. General Services Administration. .~ _ =

F.3  If the Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in connection with the Matter certifications equal in
form and substance to those in F.1. and F.2. above and will not, without the prior written consent of the
City, use any such contractor/subcontractor that does not provide such certifications or that the
Disclosing Party has reason to believe has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. above, an
explanatory statement must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing below: (1) warrants that he/she is authorized to execute
this EDS and Appendix A (if applicable) on behalf of the Disclosing Party, and (2) warrants that all

certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City.

344 Golumbia ASSO,Cia-tes;fta”_“""" .
(Prinf or/type namé of Disclosing Party)
By:&

=

(Sign here)

Scott Kotick
(Print or type name of person signing)

Managing Member
(Print or type title of person signing)

Signed and sworn to before me on (date) D/{L‘]u‘q ,
at l)oé MC(@County, QPV' (state).

J
A}’Whv\g' l/\5{"/\'{)0\‘/\ Notary Public.
Commission expires: OI'ZL(/{ 2017 . “ ““““““““““““

ANUSH SINANIAN
Commission # 2042671 7
Notary Public - California

Los Angeles County

mm. Expires Sep 24, 201 7

L g o
o o
L o
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND DEPARTMENT HEADS

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct

ownership interest in the Applicant exceeding 7.5 percent. It is not to be completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Code Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partner thereof currently has a “familial relationship” with
any elected city official or department head. A “familial relationship” exists if, as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department head as spouse or domestic
partner or as any of the following, whether by blood or adoption: parent, child, brother or sister, aunt or uncle,
niece or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or half-brother or half-sister.

“Applicable Party” means (1) all executive officers of the Disclosing Party listed in Section IL.B.1.a., if the
Disclosing Party is a corporation; all partners of the Disclosing Party, if the Disclosing Party is a general
partnership; all general partners and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having more than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” means the president, chief
operating officer, executive director, chief financial officer, treasurer or secretary of a legal entity or any person
exercising similar authority.

Does the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “familial relationship” with an elected city official or department head?

[ ]1Yes X] No
If yes, please identify below (1) the name and title of such person, (2) the name of the legal entity to which

such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT
SECTION I -- GENERAL INFORMATION

A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

Verizon Credit Inc.

Check ONE of the following three boxes:

Indicate whether the Disclosing Party submitting this EDS is:
1. [] the Applicant
OR
2. [¥] alegal entity holding a direct or indirect intercst in the Applicant. State the legal name of the
Applicant in which the Disclosing Party holds an interest: Hilliard Homes IT Limited Partnership
OR
3. [] alegal entity with a right of control (see Section II.B.1.) State the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 221 _East 37 Street, 7 Floor
New York, NY 10016

C. Telephone: 646-495-2378 Fax: 212-983-0895 Email: Peter.D.Rutherford@
Verizon.Com

D. Name of contact person: _Peter D. Rutherford

Py

E. Federal Employer 1dentification No. (if you have one): _ -

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include project number and location of property, if applicable):

Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS? Department of Planning and Development

If the Matter is a contract being handled by the City’s Department of Procurement Services, please
complete the following:

Specification # and Contract #
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SECTION II -- DISCLOSURE OF OWNERSHIP INTERESTS
A. NATURE OF THE DISCLOSING PARTY

1. Indicate the nature of the Disclosing Party:

[ ] Person [ ] Limited liability company

M Publicly registered business corporation [ ] Limited liability partnership

[ ] Privately held business corporation [ ] Joint venturc

[ 1 Sole proprictorship [ ] Not-for-profit corporation

[ ] General partnership (Is the not-for-profit corporation also a 501(c¢)(3))?
[ ] Limited partnership []Yes [ ]No

[] Trust [ 1 Other (plcase specify)

2. For legal entitics, the state (or forcign country) of incorporation or organization, if applicable:

Delaware

3. For legal entitics not organized in the State of Illinois: Has the organization registered to do
business in the State of Illinois as a foreign entity?

k] Yes [ ] No [IN/A
B. IF THE DISCLOSING PARTY IS A LEGAL ENTITY:

1. List below the full names and titles of all executive officers and all directors of the entity.
NOTE: For not-for-profit corporations, also list below all members, if any, which are legal entitics. If
there are no such members, write "no members." For trusts, estates or other similar cntities, list below
the legal titleholder(s).

If the entity is a general partnership, limited partnership, limited liability company, limited liability
partnership or joint venture, list below the name and title of each general partner, managing member,
manager or any other person or cntity that controls the day-to-day management of the Disclosing Party.
NOTE: Each legal entity listed below must submit an EDS on its own behalf.

Name Title
See Attached

2. Please provide the following information concerning cach person or entity having a direct or
indircct beneficial interest (including ownership) in excess of 7.5% of the Disclosing Party. Examples
of such an interest include shares in a corporation, partnership interest in a partnership or joint venture,
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interest of a member or manager in a limited liability company, or interest of a beneficiary of a trust,
estate or other similar entity. If none, state “None.” NOTE: Pursuant to Section 2-154-030 of the
Municipal Code of Chicago (“Municipal Code™), the City may require any such additional information
from any applicant which is reasonably intcnded to achieve full disclosure.

Name Busincss Address Percentage Interest in the
Disclosing Party
GTE Corporation 140 West Street 100%

New York, NY 10007

SECTION III -- BUSINESS RELATIONSHIPS WITH CITY ELECTED OFFICIALS

Has the Disclosing Party had a "business relationship,” as defined in Chapter 2-156 of the Municipal
Code, with any City elected official in the 12 months before the date this EDS is signed?

[]Yes %] No

If yes, please identify below the name(s) of such City clected official(s) and describe such
relationship(s):

SECTION IV -- DISCLOSURE OF SUBCONTRACTORS AND OTHER RETAINED PARTIES

The Disclosing Party must disclose the name and busincss address of cach subcontractor, attorney,
lobbyist, accountant, consultant and any other person or entity whom the Disclosing Party has rctained
or expects to retain in connection with the Matter, as well as the nature of the relationship, and the total
amount of the fecs paid or estimated to be paid. The Disclosing Party is not required to disclose
employces who are paid solely through the Disclosing Party's regular payroll.

“Lobbyist” mcans any person or cntity who undertakes to influence any legislative or administrative
action on behalf of any person or entity other than: (1) a not-for-profit entity, on an unpaid basis, or (2)
himself. “Lobbyist” also means any person or entity any part of whosc duties as an employee of
another includes undertaking to influence any legislative or administrative action.

If the Disclosing Party is uncertain whether a disclosurc is required under this Section, the
Disclosing Party must either ask the City whether disclosure is required or make the disclosure.
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Name (indicatc whether  Business Relationship to Disclosing Party Fees (indicate whether

retained or anticipated Address (subcontractor, attorncy, paid or cstimated.) NOTE:

to be retained) lobbyist, ctc.) “hourly rate” or “t.b.d.” is
not an acceptable response.

(Add sheets if necessary)

K] Check here if the Disclosing Party has not retained, nor expects to retain, any such persons or entitics.
SECTION V -- CERTIFICATIONS

A. COURT-ORDERED CHILD SUPPORT COMPLIANCE

Under Municipal Code Section 2-92-415, substantial owners of business entitics that contract with
the City must remain in compliance with their child support obligations throughout the contract’s term.

Has any person who directly or indirectly owns 10% or more of the Disclosing Party been declared in
arrcarage on any child support obligations by any Illinois court of competent jurisdiction?

[]Yes [¥No [ ] No person directly or indircctly owns 10% or more of the
Disclosing Party.

If “Yes,” has the person entered into a court-approved agreement for payment of all support owed and
is the person in compliance with that agrecment?

{]Yes [ ]No
B. FURTHER CERTIFICATIONS

. Pursuant to Municipal Code Chapter 1-23, Article I (“Article I")(which the Applicant should
consult for defined terms (c.g., “doing business”) and legal requirements), if the Disclosing Party
submitting this EDS is the Applicant and is doing business with the City, then the Disclosing Party
certifies as follows: (i) neither the Applicant nor any controlling person is currently indicted or charged
with, or has admitted guilt of, or has ever been convicted of, or placed under supervision for, any
criminal offense involving actual, attempted, or conspiracy to commit bribery, theft, fraud, forgery,
perjury, dishonesty or deceit against an officer or employee of the City or any sister agency; and (i1) the
Applicant understands and acknowlcdges that compliance with Article I is a continuing requirement for
doing business with the City. NOTE: If Article [ applies to the Applicant, thc permanent compliance
timeframe in Article I supersedes some five-year compliance timeframes in certifications 2 and 3 below.
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2. The Disclosing Party and, if the Disclosing Party is a legal entity, all of those persons or cntities
identificd in Section II.B.1. of this EDS:

a. are not presently debarred, suspended, proposed for debarment, declared ineligible or voluntarily
excluded from any transactions by any federal, state or local unit of government;

b. have not, within a five-year period preceding the date of this EDS, been convicted of a criminal
offensc, adjudged guilty, or had a civil judgment rendercd against them in connection with:
obtaining, attempting to obtain, or pcrforming a public (fedcral, statc or local) transaction or
contract under a public transaction; a violation of federal or state antitrust statutes; fraud;
embezzlement; theft; forgery; bribery; falsification or destruction of records; making false
statements; or receiving stolen property;

c. are not presently indicted for, or criminally or civilly charged by, a governmental entity (federal,
statc or local) with committing any of the offenses set forth in clause B.2.b. of this Scction V;

d. have not, within a five-ycar period preceding the date of this EDS, had once or more public
transactions (federal, state or local) terminated for cause or default; and

c. have not, within a five-year period preceding the date of this EDS, been convicted, adjudged
guilty, or found liable in a civil procceding, or in any criminal or civil action, including actions
concerning environmental violations, instituted by the City or by the fedcral government, any
state, or any other unit of local government.

3. The certifications in subparts 3, 4 and 5 concern:

* the Disclosing Party;

- any “Contractor” (meaning any contractor or subcontractor used by the Disclosing Party in
conncction with the Matter, including but not limited to all persons or Icgal entities disclosed under
Section IV, “Disclosure of Subcontractors and Other Retained Parties”);

+ any "Affiliated Entity" (meaning a person or cntity that, dircctly or indirectly: controls the
Disclosing Party, is controlled by the Disclosing Party, or is, with the Disclosing Party, under
common control of another pcrson or entity. Indicia of control include, without limitation:
interlocking management or ownership; identity of intcrests among family members, shared facilitics
and cquipment; common usc of employeces; or organization of a business cntity following the
ineligibility of a business entity to do business with federal or state or local government, including
the City, using substantially thc same management, ownership, or principals as the incligible entity);
with respect to Contractors, the term Affiliated Entity means a person or entity that directly or
indirectly controls the Contractor, is controlled by it, or, with the Contractor, is under common
control of another person or entity;

* any responsible official of the Disclosing Party, any Contractor or any Affiliated Entity or any
other official, agent or employee of the Disclosing Party, any Contractor or any Affiliated Entity,
acting pursuant to the direction or authorization of a responsible official of the Disclosing Party, any
Contractor or any Affiliated Entity (collectively "Agents"). '
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Neither the Disclosing Party, nor any Contractor, nor any Affiliated Entity of cither the Disclosing Party
or any Contractor nor any Agents have, during the five years before the date this EDS is signed, or, with
respect to a Contractor, an Affiliated Entity, or an Affiliated Entity of a Contractor during the five years
before the date of such Contractor's or Affiliated Entity's contract or engagement in connection with the
Matter:

a. bribed or attempted to bribe, or been convicted or adjudged guilty of bribery or attempting to
bribe, a public officer or employce of the City, the State of Illinois, or any agency of the federal
government or of any state or local government in the United States of America, in that officer's
or cmployece's official capacity;

b. agreed or colluded with other bidders or prospective bidders, or been a party to any such
agrecment, or been convicted or adjudged guilty of agreement or collusion among bidders or
prospective bidders, in restraint of frecedom of competition by agreement to bid a fixed price or
otherwise; or

c¢. made an admission of such conduct described in a. or b. above that i1s a matter of record, but
have not been prosecuted for such conduct; or

d. violated the provisions of Municipal Code Scction 2-92-610 (Living Wagc Ordinance).

4. Neither the Disclosing Party, Affiliated Entity or Contractor, or any of their employcces, officials,
agents or partners, is barred from contracting with any unit of state or local government as a result of
engaging in or being convicted of (1) bid-rigging in violation of 720 ILCS 5/33E-3; (2) bid-rotating in
violation of 720 ILCS 5/33E-4; or (3) any similar offense of any state or of the United States of
Amecrica that contains the same elements as the offense of bid-rigging or bid-rotating.

5. Neither the Disclosing Party nor any Affiliated Entity is listed on any of the following lists
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the
Burcau of Industry and Security of the U.S. Department of Commerce or their successors: the Specially -
Designated Nationals List, the Denicd Persons List, the Unverified List, the Entity List and the
Debarred List.

6. The Disclosing Party understands and shall comply with the applicable requirements of Chapters
2-55 (Legislative Inspector General), 2-56 (Inspector General) and 2-156 (Governmental Ethics) of the
Municipal Code.

7. If the Disclosing Party is unablc to certify to any of the above statements in this Part B (Further
Certifications), the Disclosing Party must cxplain below:
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If the letters "NA," the word "None," or no response appears on the lines above, it will be conclusively
presumed that the Disclosing Party certified to the above statements.

8. To the best of the Disclosing Party’s knowledge after rcasonable inquiry, the following is a
complete list of all current employees of the Disclosing Party who were, at any time during the 12-
month period preceding the execution date of this EDS, an employec, or clected or appointed official,
of the City of Chicago (if none, indicate with “N/A” or “none”).

None

9. To the best of the Disclosing Party’s knowledge after reasonable inquiry, the following is a
complete list of all gifts that the Disclosing Party has given or caused to be given, at any time during the
12-month period preceding the cxccution date of this EDS, to an employec, or clected or appointed
official, of the City of Chicago. For purposes of this statement, a “gift” docs not include: (i) anything
made generally available to City employces or to the general public, or (ii) food or drink provided in the
course of official City business and having a rectail value of less than $20 per recipient (if none, indicate
with “N/A” or “none”). As to any gift listed below, pleasc also list the name of the City recipient.

None

C. CERTIFICATION OF STATUS AS FINANCIAL INSTITUTION

. The Disclosing Party certifies that the Disclosing Party (check onc)

[]is [x] is not
a "financial institution" as defined in Section 2-32-455(b) of the Municipal Code.

2. If the Disclosing Party IS a financial institution, then the Disclosing Party pledges:
"We are not and will not become a predatory lender as defined in Chapter 2-32 of the Municipal
Code. We further pledge that nonc of our affiliates is, and none of them will become, a predatory
lender as defined in Chapter 2-32 of the Municipal Code. Wec understand that becoming a predatory
lender or becoming an affiliate of a predatory lender may result in the loss of the privilege of doing
business with the City."
If the Disclosing Party is unable to make this pledge because it or any of its affiliates (as defined in

Section 2-32-455(b) of the Municipal Code) is a predatory lender within the mecaning of Chapter
2-32 of the Municipal Code, cxplain herc (attach additional pages if necessary):
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If the letters "NA," the word "None," or no responsc appears on the lines above, it will be
conclusively presumed that the Disclosing Party certified to the above statements.

D. CERTIFICATION REGARDING INTEREST IN CITY BUSINESS

Any words or terms that arc defined in Chapter 2-156 of the Municipal Code have the same
meanings when used in this Part D.

1. Inaccordance with Section 2-156-110 of thec Municipal Code: Does any official or employee
of the City have a financial interest in his or her own name or in the name of any other person or

entity in the Matter? ypon knowledge without inquiry
[1Yes [x] No

NOTE: If youchecked "Yes" to Item D.1., proceed to Items D.2. and D.3. If you checked "No" to
Item D.1., proceed to Part E.

2. Unless sold pursuant to a process of competitive bidding, or othcrwise permitted, no City
elected official or employce shall have a financial interest in his or her own name or in the name of
any other person or entity in the purchase of any property that (i) belongs to the City, or (ii) is sold
for taxcs or assessments, or (ii1) is sold by virtue of legal process at the suit of the City (collectively,
"City Property Sale"). Compcnsation for property taken pursuant to the City's eminent domain power
docs not constitute a financial interest within the mecaning of this Part D.

Docs the Matter involve a City Property Sale?
[]Yes k] No

3. If you checked "Yes" to Item D.1., provide the names and business addresscs of the City
officials or cmployees having such interest and identify the naturc of such interest:

Name Business Address Naturc of Interest

4. The Disclosing Party further certifics that no prohibited financial intcrest in the Matter will
be acquired by any City official or employce.

E. CERTIFICATION REGARDING SLAVERY ERA BUSINESS

Plcase check either 1. or 2. below. If the Disclosing Party checks 2., the Disclosing Party must
disclose below or in an attachment to this EDS all information required by paragraph 2. Failure to
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comply with thesc disclosure requirements may make any contract entered into with the City in
conncction with the Matter voidable by the City.

_X 1. The Disclosing Party verifies that the Disclosing Party has searched any and all records of
the Disclosing Partyand any and all predeccessor entities regarding records of investments or profits
from slavery or slaveholder insurance policics during the slavery cra (including insurance policies
issued to slaveholders that provided coverage for damage to or injury or death of their slaves), and

the Disclosing Party has found no such records. yverification is based on a cursory review
of some records.

___ 2. The Disclosing Party verifics that, as a result of conducting the scarch in step 1 above, the
Disclosing Party has found records of investments or profits from slavery or slavcholder insurance
policies. The Disclosing Party verifics that the following constitutes full disclosure of all such
records, including the names of any and all slaves or slaveholders described in those records:

SECTION VI -- CERTIFICATIONS FOR FEDERALLY FUNDED MATTERS

NOTE: If the Matter is federally funded, complete this Section VI. If the Matter is not federally
funded, proceed to Scction VII. For purposes of this Section VI, tax credits allocated by the City
and proceeds of debt obligations of the City arc not federal funding.

A. CERTIFICATION REGARDING LOBBYING

1. List bclow the names of all persons or entitics registecred under the federal Lobbying
Disclosure Act of 1995 who have madc lobbying contacts on behalf of the Disclosing Party with

respect to the Matter: (Add sheets if neccssary):
None

(If no cxplanation appears or begins on the lines above, or if the letters "NA" or if the word "None"
appear, it will be conclusively presumed that the Disclosing Party mcans that NO persons or cntities
registercd under the L.obbying Disclosure Act of 1995 have made lobbying contacts on behalf of the
Disclosing Party with respect to the Matter.)

2. The Disclosing Party has not spent and will not expend any federally appropriated funds to pay
any person or entity listed in Paragraph A.1. above for his or her lobbying activities or to pay any
person or entity to influence or attempt to influence an officer or cmployce of any agency, as defined by
applicable federal law, a member of Congress, an officer or employee of Congress, or an employce of a
member of Congress, in connection with the award of any federally funded contract, making any
fcderally funded grant or loan, entering into any cooperative agreement, or to cxtend, continue, rencw,
amend, or modify any federally funded contract, grant, loan, or cooperative agrecement.
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3. The Disclosing Party will submit an updated ccrtification at the end of each calendar quarter in
which there occurs any cvent that materially affects the accuracy of the statcments and information set
forth in paragraphs A.1. and A.2. above.

4. The Disclosing Party certifies that cither: (i) it is not an organization described in section
501(c)(4) of the Internal Revenue Code of 1986; or (ii) it is an organization described in scction
501(c)(4) of the Internal Revenue Code of 1986 but has not cngaged and will not engage in "Lobbying
Activitics".

5. 1If the Disclosing Party is the Applicant, the Disclosing Party must obtain certifications cqual in
form and substance to paragraphs A.1. through A.4. above from all subcontractors before it awards any
subcontract and the Disclosing Party must maintain all such subcontractors' certifications for the
duration of the Matter and must make such certifications promptly available to the City upon rcquest.

B. CERTIFICATION REGARDING EQUAL EMPLOYMENT OPPORTUNITY

If the Matter is federally funded, federal regulations require the Applicant and all proposed
subcontractors to submit the following information with their bids or in writing at the outset of
ncgotiations.

Is the Disclosing Party the Applicant?
[]Yes k] No
If “Yes,” answer the three questions below:

1. Have you developed and do you have on file affirmative action programs pursuant to applicable
federal regulations? (Scc 41 CFR Part 60-2.)
[1Yes [ ]No

2. Have you filed with the Joint Reporting Commiittee, the Director of the Office of Federal
Contract Compliance Programs, or the Equal Employment Opportunity Commission all reports due
under the applicable filing requirements? :

[]Yes [INo

3. Have you participated in any previous contracts or subcontracts subjecct to the
equal opportunity clausc?

[]Yes [ ] No

If you checked “No” to question 1. or 2. above, please provide an explanation:
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SECTION VII -- ACKNOWLEDGMENTS, CONTRACT INCORPORATION,
COMPLIANCE, PENALTIES, DISCLOSURE

The Disclosing Party understands and agrees that:

A. The certifications, disclosures, and acknowledgments contained in this EDS will become part of any
contract or other agreement between the Applicant and the City in connection with the Matter, whether

procurement, City assistance, or other City action, and are material inducements to the City's exccution

of any contract or taking other action with respect to the Matter. The Disclosing Party understands that
it must comply with all statutes, ordinances, and regulations on which this EDS is based.

B. The City's Governmental Ethics and Campaign Financing Ordinances, Chapters 2-156 and 2-164 of
the Municipal Code, impose certain duties and obligations on persons or entities seeking City contracts,
work, business, or transactions. The full text of these ordinances and a training program is available on
linc at www.cityofchicago.org/Ethics, and may also be obtained from the City's Board of Ethics, 740 N.

Sedgwick St., Suite 500, Chicago, IL 60610, (312) 744-9660. The Disclosing Party must comply fully
with the applicable ordinances.

C. If the City determines that any information provided in this EDS is false, incomplete or inaccurate,
any contract or other agreement in connection with which it is submitted may be rescinded or be void or
voidable, and the City may pursuc any remedies under the contract or agreement (if not rescinded or
void), at law, or in cquity, including terminating the Disclosing Party's participation in the Matter and/or
declining to allow the Disclosing Party to participate in other transactions with the City. Remedics at
law for a falsc statement of material fact may include incarccration and an award to the City of trcble
damages.

D. It is the City's policy to make this document available to the public on its Internet site and/or upon
request. Some or all of the information provided on this EDS and any attachments to this EDS may be
made availablc to the public on the Intcrnet, in response to a Frecedom of Information Act request, or
otherwisc. By completing and signing this EDS, the Disclosing Party waives and releases any possible
rights or claims which it may have against the City in connection with the public releasc of information
contained in this EDS and also authorizcs the City to verify the accuracy of any information submitted
in this EDS.

E. The information provided in this EDS must be kept current. In the cvent of changes, the Disclosing
Party must supplement this EDS up to the time the City takes action on the Matter. If the Matter is a
contract being handled by the City’s Department of Procurement Services, the Disclosing Party must
update this EDS as the contract requires. NOTE: With respect to Matters subject to Article I of
Chapter 1-23 of the Municipal Code (imposing PERMANENT INELIGIBILITY for certain specificd
offenses), the information provided herein regarding eligibility must be kept current for a longer period,
as required by Chapter 1-23 and Section 2-154-020 of the Municipal Code.

The Disclosing Party represents and warrants that:
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F.1. The Disclosing Party is not delinquent in the payment of any tax administered by the Illinois
Department of Revenue, nor arc the Disclosing Party or its Affiliated Entities delinquent in paying any
fine, fee, tax or other charge owed to the City. This includes, but is not limited to, all water charges,
sewer charges, licensc fecs, parking tickets, property taxes or sales taxes.

F.2  If the Disclosing Party is the Applicant, the Disclosing Party and its Affiliated Entities will not
usc, nor permit their subcontractors to usc, any facility listed by the U.S. E.P.A. on the federal Excluded
Partics List System ("EPLS") maintained by the U. S. General Services Administration.

F.3  Ifthe Disclosing Party is the Applicant, the Disclosing Party will obtain from any
contractors/subcontractors hired or to be hired in connection with the Matter certifications equal in
form and substancc to those in F.1. and F.2. above and will not, without the prior written consent of the
City, use any such contractor/subcontractor that docs not provide such certifications or that the
Disclosing Party has rcason to belicve has not provided or cannot provide truthful certifications.

NOTE: If the Disclosing Party cannot certify as to any of the items in F.1., F.2. or F.3. above, an
explanatory statement must be attached to this EDS.

CERTIFICATION

Under penalty of perjury, the person signing below: (1) warrants that he/she is authorized to exccute
this EDS and Appendix A (if applicable) on behalf of the Disclosing Party, and (2) warrants that all

certifications and statements contained in this EDS and Appendix A (if applicable) are true, accurate
and complete as of the date furnished to the City. to the best of my knowledge.

Verizon Credit Inc.

By: !p/

(Sign here)

_____

Peter D. Rutherford

(Print or type name of person signing)

Senior Vice President-Transactions and Portfolio Management

(Print or type title of person signing)

Signed and sworn to before me on (date) _December 5, 2014,
at New_York County, New York (state).

M)\M_Q, %AJM‘L, Notary Public.

Commission expires:

MARVA LEVINE
Notary Public, State of New York
No. 02LE-4818478
Page 12 of 13 Qualified in New York County
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CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT AND AFFIDAVIT
APPENDIX A

FAMILIAL RELATIONSHIPS WITH ELECTED CITY OFFICIALS AND DEPARTMENT HEADS

This Appendix is to be completed only by (a) the Applicant, and (b) any legal entity which has a direct
ownership interest in the Applicant exceeding 7.5 percent. It is not to be completed by any legal entity
which has only an indirect ownership interest in the Applicant.

Under Municipal Codc Section 2-154-015, the Disclosing Party must disclose whether such Disclosing Party
or any “Applicable Party” or any Spouse or Domestic Partner thercof currently has a *“*familial relationship” with
any elected city official or department head. A “familial relationship” exists if; as of the date this EDS is
signed, the Disclosing Party or any “Applicable Party” or any Spousc or Domestic Partner thereof is related to
the mayor, any alderman, the city clerk, the city treasurer or any city department head as spouse or domestic
partner or as any of the following, whether by blood or adoption: parent, child, brother or sister, aunt or uncle,
niece or nephew, grandparent, grandchild, father-in-law, mother-in-law, son-in-law, daughter-in-law, stepfather
or stepmother, stepson or stepdaughter, stepbrother or stepsister or half-brother or half-sister.

“Applicable Party” means (1) all exccutive officers of the Disclosing Party listed in Section I1.B.1.a,, if the
Disclosing Party is a corporation; all partners of the Disclosing Party, if the Disclosing Party is a general
partnership; all general partners and limited partners of the Disclosing Party, if the Disclosing Party is a limited
partnership; all managers, managing members and members of the Disclosing Party, if the Disclosing Party is a
limited liability company; (2) all principal officers of the Disclosing Party; and (3) any person having morc than
a 7.5 percent ownership interest in the Disclosing Party. “Principal officers” mecans the president, chief
operating officer, executive dircctor, chicf financial officer, trcasurer or sccretary of a legal entity or any person
excrcising similar authority.

Does the Disclosing Party or any “Applicable Party” or any Spouse or Domestic Partner thereof currently
have a “familial relationship” with an elected city official or department head?

[ ]Yes [ INo
If yes, please identify below (1) the name and title of such person, (2) the name of the legal entity to which

such person is connected; (3) the name and title of the elected city official or department head to whom such
person has a familial relationship, and (4) the precise nature of such familial relationship.
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Verizon Credit Inc. -- Current Officers

Name Title
Cordy, Scott L. Vice President - Taxes
Ellis, Matthew D.  Chairman of the Board

Golabek, Michael Environmental Health and Safety Officer
J.

Jankun, Richard P. Vice President - Taxes

Krakowski, Senior Vice President - Chief Financial Officer and Risk Management, and
Richard F. Assistant Treasurer
Krause, Tracy Treasurer

Levine, Marva M. Vice President - Assistant General Counsel and Secretary
Manniello, Mario  Vice President - Taxes

Mason, J. Daniel  Assistant Secretary

Mattiola, Paul L. Vice President - Taxes

Metzger, Kathleen Vice President - Taxes

Meyer, Bonnie M. Vice President - Aftiliate Vendor Finance

Perrett, Londa C.  Assistant Secretary

Prashker, Audrey  Vice President and General Counsel

E.

Repp, Paul H. President and Chief Executive Officer

Rutherford, Peter  Senior Vice President - Transactions and Portfolio Management
D.



Verizon Credit Inc. -- Current Directors

Name

Ellis, Matthew D.
Repp, Paul H.

Van Saders, William P.



CITY OF CHICAGO
ECONOMIC DISCLOSURE STATEMENT
AND AFFIDAVIT
SECTION I -- GENERAL INFORMATION

A. Legal name of the Disclosing Party submitting this EDS. Include d/b/a/ if applicable:

Verizon Communications, Inc.

Check ONE of the following three boxes:

Indicate whether the Disclosing Party submitting this EDS is:
1. [] the Applicant
OR
2. [¥] alegal entity holding a direct or indirect interest in the Applicant. State the legal namc of the
Applicant in which the Disclosing Party holds an interest: Hilliard Homes II Limited Partnership
OR
3. [] alegal entity with a right of control (see Section I11.B.1.) State the legal name of the entity in
which the Disclosing Party holds a right of control:

B. Business address of the Disclosing Party: 221 East 37 Street, 7th floor

New York, NY 10016

C. Telephone: 646-495-2378 Fax: 212-983-0895 Email: peter.d.rutherford@verizon.com

D. Name of contact person: Peter.D.Rutherford

E. Federal Employer Identification No. (if you have one):

F. Brief description of contract, transaction or other undertaking (referred to below as the "Matter") to
which this EDS pertains. (Include projcct number and location of property, if applicable):

Subordinate financing from the City of Chicago for replacement of existing windows.

G. Which City agency or department is requesting this EDS? Department of Planning and Development

If the Matter is a contract being handled by the City’s Department of Procurement Scrvices, plcase
complcte the following:

Specification # and Contract #

Ver. 01-01-12 Page 1 of 13
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Goodwill 23617 24.634 Acquisitions of im estments and businesses. net of cash acquired (180) [L31]
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Current liubibities
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Accounts payable and accrued habalities 17,085 16453 Proceeds from long-em bomowings 21578 49.166
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Fotal current habalities 26,889 37050 Decrease in sbort g cluding curent 1426) (324
D sdends pard (5.65%) (4.420)
Long-tcm debt 107,627 #9.65& I’m-.e.ed.f ﬁ;‘)m sale uf..umrnnn ll.l.ll:k 34 76
Employee henefit obligations 25370 27682 ':"“_"““ of common stock for weasury - sy
Pefencd mcome 1ares 42280 24639 Speetal dnmlv_mmn 1o nonenntrolling interest - (3,150)
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Common stock (S 10 par value, 4,242.374,240 and 2.967.610.119 shares 1ssued 1 Increasc (decrease) in cash and cash equisalents 146.310) 53,617
each penod, mapectively) a2 297 Cash and cash cquivalents, beginning of penod 3,093
Cantnbuted capital 11,089 37939 Cash and cash equivalents. end of penod S 56,710
Rewnvested camings 6,964 1.782
Accumulaied osher comprehensive ncome 1178 pRETY See Notes 10 Condensed Consolidated Financial
Common stock in treasury. at cost (3.465) (3961) -
Deferred comp —emy stock hip plans and other 390 42 0
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See Notes 1o C d Conzohdated MNnancial Stat
5
Sepiember 30, 2014 Outstanding ophions 1o puichase shaies that wee not included i the computaizon of diluted eumngs per
Tablc of Canlents commen share, because 1o do so would huve been anni-dilenive for the penod. were not significant for the mine months ended
Scpicmber 30,2014 and the thiee and nine months ended September 30, 2013 respectively
Nates to C C d Fi ,
Venzon (i Inc and Subnd
(Unaudied)
1. BamsofPresentation
The accompanyiny unsudited condenscd finanesal have heen preparcd bated upon Sccunties and

Exchange Commisaion mules thut pemut reduced disclosure for mienm penods For a more complete discussion ol significant
accounting policics and «entain other snfonmation. you should refer o the (inancal statements included i the Venzon
Communications Inc (Venzon or the Company) Annual Repont on Furm 10-K for the y ear ended December 11, 20)3 These
financral statements eeficet abl adjusiments that are necessary for a fair ol results of of s and financial

for the antenm peneds shown including nommal recumng accruals and other iems The results for the intenm penods are not
nccessanly indicative of resulty for the full yeur We have reclas: wn pnor yeas amounts to conform to the cument vear
presentanon Etiective Janvary 1, 2014, we have ulso reclassified the results of certain businesses. such as development stage
businesses that suppon eur simtegac imitranves, from our Wirehne segmem 10 Comporate, climinations and other The impact of
thus seclassificaion was not matenal to our d financeal

Revenue Recognition
We offer new and extsung customers the option 10 parucipate in Venizon Edge. a program that provides eligible warcless
customers with the abahity (e pay fur handsets under an equipinent installment plan Under the Venzon Edge program, customers
have the nght 10 upgrade their handset after 2 minimum of 30 days. subject 1o centain conditions, ancluding making a siated
portion of the required device payments. rrading b thew handset in good wosking condstion and stgoing a new contract with
Venzon Upon upgrade, tlhie outstanding balance of the equipment installment plan 13 exchanged tor the used hiandset This trade-
mnnghtis d toras a bl

Venzon Edge 1s o multiple<l 1 typically ¢ of the tmde-tn nght, handsct and monthly wireless service
At the incepuion of the amangement, the amount allocable to the delivered uniis of accounung 1s limuted 10 the amount that 15 not
contngent upon the delivery of the monthly wircless service (the nonconungent amount) The full wnount of the rade-in nght's
air value (not an allocated value) will be recognized as the guaraniee Liability and the remasning allocable consideration will be
allocated to the hand<et The value of the guurantee habibity effectiv ely resultin a reduction ta e recogmized for the sale ol
the handses The guamntee ability 1s measured at fair value upon imtial recogmtion based on assumphions lacking observable
pnaing wputs ncluding e probability and wming of the customer upgrading 1© a new phone, the customer’s estinated
remaiming 1stallment balance at the tume of trade-in and the esumated farr value of the phone al the ume of trade-in and thereiore
s clasaified within Level 3 of the fair valuc hicrarchy  When the customer trades-n their used phonc. the handset reccived 18
recorded 1o inventory and measured as the diffeience between the remaming equipment installment plan baluace at the ume of
trade-in and the guanntee haliduy The guarantee lisbility may increase after iitial recognition as a result of changes in facts or
assumptions and we will account for any ncrease in the guarantec hability with a comesponding decrease o revenue The
subsequent derecogminion of the guaruntee hability vccurs when the guarantor is released from nsk, which will occur i the carlier
ol the ime the trade-n nght 1s exercised or expues

Leasing Arrangements

At each reporting penod, we monitor the credit quahity of the anous lessees in our ponfolios Regarding the leveraged lease
portfulio, we use extemal credit reports where uvalable and where not available we use intemally developed mdicatons These
indicators or intemal credit risk grades facior histeric Joss expenence. the value of the underlying collateral delinquency trends,
and industry and geneial economic conditions The eredit quahity of our lescees pnmunly vanes from AAA 10 CCC~ For cach
reporting peniod the leveraged 1 within the portfulio are reviewvd for andicators of impaiment where 1t 4s probuble the rent
due acconding 1o the contractual terms of the lease will not be collected All mgnificant accounts. individually oran the aggrcgate.
are current and none sre classified as impaired

Earnings Per Common Share

There were a 1013l of appraimately 7 muillion outstanding didutive secunues, prnunly consssag of estncted stock umits
included in the computanion of diluted eaming« per common share for the three and nine months ended Sepiember 30, 2014,
respeetively There were 3 total of approvimately 8 million ding dilutiv e sec s, pnimanly consisting of restncted stock
unns, mcluded m the computanon of diluted camings per common share for the three and nine months ended September 30, 2013,
tespectively There were ro outstanding options to purchase shaces that would have been antidilutive for the thiree months ended
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Receatly Adopted Accountiag Standards
Duniag the first quarter 012014, we adopted 1he accounting standard update iclaung to the peesentation of an unsecogmzed tax
benefit when a net operating loss camyforvard. a sirmlar tax loss, or a tax credit camytorward exists The standard update provides
that a bability related 10 an unrecognized tax benefit should be offset agminst same junsdiction defermed lax assets for 4 nut
aperating loss canylonvard, a similar tax loss, o7 2 tax credit camyforward 1l such settlement 15 1equired o1 expected 1n the event
the uncenain 1ax posion as disallowed The adoption of this standaid update did a0t have a sigaficant impact on our condensed
vunsolidated financial siaterments

Recent Accounting Standards

In Apnl 2014. the accounting standard updaie related 1o the reporung of d d of and discl of disposals of
components of an entity was 1ssucd This standsrd update changes the entena for reporting discontinued operations and enhances
convesgence of the repurting requiements for discontinued opesations As u result of this standard update, a disposal of 3
component of aun entity or a group of compunenis of an entity 15 requared to be reported in discontinued operations if the disposal
represents a strategic shift that has. or wall have a myjor efiect on an entity 's operations and financal resalts: This standand update
15 effectine us o' the first quanter 012015, however, eather adoption 1s permatied

In May 2014, 1he accounting standard update related 1o the recogaition of res enuc from contracts with customers was issued This
siandard updare clanfies the pnncples for recogmizing revenue and develops a common rexcaue standard for US generally
accepted accounting ponciples (GAAP) aud Intemativnal Faancial R g Standards The <tandard updaie intends to provide
& more 1obust framework for addressing revenue issucs, improve npanability of revenue ¢ Practices across enitics,
indusines, Junsdictions and capital markets, and provide more useful information 10 users of financial statements through
mproved disclosure requirements Lipon adoption of this standard update, we expect that the allocuion and umung of revenue
recogntion will be impacted We expect to adopt this standard update dunng the fint guartes 012017

There are two adopuon methods avaituble for implementation of the standard update related to the recognition of revenue from
c.mlracu with customers Under one method. the puidance 1s applied retrospectively to contracts lor each reposting penod

d. subjest 10 pracucal Under the other method, the guidance 1s apphied 10 contracts nat completed
1 application recogmzing the cumulative effect of the change a<an adjustment to the beginning balance of
cvious puidance We are currently
1tal

2< of the date of soitia
retamed eama and also requues additinnal disclosuses companng the wesults to the p
evaluating these adoption micthods and 1he impact that this standard updale wall have on our condensed consohidated fin

statements

In June 2014, the accounting standard update related 1o the accounting lor share-based paymenis when the tenns of an awsrd
provide that a performance target cauld be actiieved after the requisite service pertud was issued The standard update resoly e the
diverse accounting treaninent for theae hare-based payments by requinng that s perfonmand e target that sflects vesting and tha
could be achieved atier the 1equisite senice penod be ieated as a performance condimion The requisite senvice penod ends when
the empluy ee van cease rendenng service and sull be ehgible o vestan the awsid if the petformance w achieved We will
adopt this standaid update dunng the fiist quarier of 2016 The adoption of this standwd update 1s not expected to have a
sigmificant impact on ous condensed financial

2. Acquisitons and Diveshitures

Wireless

Wircless Transaction

On Scptember 2, 2013 Venzon catered inte a stock purchase agreement (the Stock Purchase Agreement) with Vodafone Group Ple
(Vadafonc) and Vedafone 4 Limited (Sellery pursuant to whih Venzon agiced to scquie Vodafone s mdirect 45% mterest in
Celleo Partnership d7b7a Venzon Wireless (the Partnenship, and such iterest, the Vodafune Interest) tor aggregate consideration o
approximately $130 billon

On February 21, 2014 pursuant 1o the terms and subject 1o the conditrons sct forth in the Stock Purchase Agrument Venzon
acquired (the W nsactson) fioin Seller all of the issued and outstanding capital stock (the Tiansiened Shaies) of Vodalone
Amenas Finance 1 Inc . a subsidiary of Seller (VF! Inc ), which indinetly through certam subsidianes (together with VEI Inc the
Purchaced Ertincs) owned the Vodafone Interest In consideration for the Transferned Shases, upan completion of the Wircless
Transacuon, Venzon () pard approximaicly $58 89 bullion wn cash. (1) 1ssued approvimately 127 bilhon shares of Venzon's
common stuck par value $0 10 per shaie (the Stk Consideration) which was valued at approaimaicly $61 3 billion at the

closing of the Wireless Trnsactian, {11) 1issued suntor unsecured Venzon notes in an dggregate pnnaipal amount of $5 0

X
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billion (the Venzon Notes), (n) sold Venzon's indirectly vuned 23 1% nterest sn Vodafune Omastel NV (Omuitel. and such
interest. the Omnitel Interest), valued at §3 5 billion and (v ) provided other considerauon, which included the assumpuien of
preferred stock valued at approximately §17 bilion The total cash pad to Vodafone and the other costs of the Wircless
ansaction. including financing legal and hank fecs. were financed through (he incumence of third-party mdebtedness See Note
4 for addinonal mfonnation

In accordance with the accounting standard on consolidation a change in a parent’s ownenhip interest while the parent retains a
controliing financial interest n its subaidiary 15 accounted fof as an equaty and of assets and habi!

of previously lled and ¢ hdated subsid 1s not d As a tesult, we azcouned for the Wireless Transacuon by
adjusting the camying amoumt of the noncontrolling smterest (o geflect the chdnge in Venzon's ownership intetest an the
Parinership Any difference between the fair value of the consideration paid and the amount by which the nonconuolling anterest
1s adjusted has been recognized i equity atinbutable to Venzon

Onunitel Transactton

On Februay 21, 2014, Venzon and Vodafone also consummated the sale of the Omnitel Interest (the Ommitel Transaction) by a
subsidiary of Venzon (0 4 subsidiary of Vodafone 1n connection with the Wirtless Teansaction pursuant to a separate share
purchase agreement As a result, duning the ninc months ended Seplember 30, 2014, we fecogarzed a pre-tax gam of 1 9 hillion
on the disposal of the Omnitel interest 1o Equily 1 eamings {losses) of hhd. b on vur d lidated
satement of incomc

Vertzon Notes

The Venzon Notes were issued to Vodafone pursuunt to Venzon's exssung indenture The Venzon Notes were issued an two
sepatute senes, with $2 5 billion due Fehruary 21 2022 (the eight-year Venzon Notes) and 32 S billion due February 21, 2028 (the
elev en-year Vunzon Notes) The Venzon Notes bear intesest at a floatng sate, which wall be reset quaniedy, with iterest payable
quarterly tn armears beginning May 21, 2014 The cight-year Venzon Notes bear inlerest a1 a floating rale equal to three-month
London Interkank Offered Rate {LIBOR), plus 1 222%, and the clex en-ycar Venizon Notes hear mtcrest at a floaung rate equal 1o
threeanonh LIBOR, plus | 372% T he mdenture that govems the Venizon Noles comains cenain negative covenants, including a
nepative pledge covenant and o menger or sunular tansaction covenant, allinnabive covenants and cvents of defanlt that are

for an grade credil raung An event of defaull for either sencs of the Venzon Notes
may mun nac rehr.\lmn ofthe entire prncipal smount of all debt secunties of that <ence Begmning two years after the dosing
of the Wircless Trnsaction, Venson may redeen all ot any portion of the outstanding Venzon Notes held by Vodafone orany el
us affiliates for a redempuion price of 100% of'the prncipal amount plus accrued and unpaid interest The Venzon Notes may only
be transiermed by Vedalone to thied panies in specified amounts dunng specified penads, commencing January 1, 2017 Any
Venzon Notet held hy thud partic< w1l not be redeemable by Venzon priot to thew matunty dates Venzon has agrecd to filc o
1 statement with respect to the Venzon Notes at t three months pnar 1o the Venzon Notes hecoming transferable

fegistia

Other Cousideianun

Included 1n the other d provided 1o Vodafone 15 the indrect of long-te wath respect 1o
$ 143% Class D and Class L cumulatn ¢ prefencd stock {Piefemred Stock jaissued by one of the Puschased Eanities Both the Class D
shares (828,000 shates outstanding) and Class E shares (825.000 shares ding) are d 1y m Apal 2020 at
$1,000 per share plus any accrucd and unpaid dividends Dividends aceruc al § 14%% per annum :md will be treated as interest
expense Both the Class D and Class [ shares have been classified as habtlity instruments and were recorded at fair value as
determined atihe dosing of the Waeless Transaction

Deferred Tax Liahilines

Centain deferred taxes directly attnbutable o the Wircless Transactian have been caloulated based on an analysis of taxes
aunbutable 10 the difference between the 1ax basis of the (ny estment in the noncontrelling interest that 15 assumed compared lo
Venzon's hook hasis As a result, Venzon recorded a deterred tax habiity of approximately $13 5 billion

Spectrum License Transachons

s with T-Momle USA, Inc (T-Mabile LS
licenses The eacl

Duning the sccond quarter of 2014, we
exchange cerlain Advanced Wirehoss Servics (AWS) and rmun.xl Communication Scrvices (P
included 2 number of swaps that we expect will result 1n more efficient usc of the AWS and PCS bands As a result of these

exchanges, we tecened S0 9 billion of AWS and PCS spectrum lienses at far vatue and we tecosded an immatenal gain

A
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Dunng the second quaries of 2014, we completed transactions punuant to two addiiondl agreements with T-Mobile USA with
respect to our remaiming 760 MIz A block spectrum heenses Under one agreemient, we sold certaim of these hicenses 10 T-Mobile
USA n exchange for cash consideration of approximately $2 4 billion, and under (he second agreement we exchanged the
remainder af our 700 Mllz A block spectium liceuses as well as AWS and PCS spectrum licenses tor AWS and PCS spectrum
Trcenses As a resolt, we recenved $16 billion of AWS and PCS spectrum hienses at far value and we recorded a pre-tax gam of
approximately $0 7 billion 1n Selling, general and ¢ capense on our 4 d afincome for
the ninc months ended September 30, 2014

Dunng September 2014, we entered o a license exchange agrecment wath affibiates of AT&T Ine to exchange cenratn AWS and
PCS xpectrum hicensss This noncash exchange, which 1s subject to appraval by the Federsl Communications Commussion (FCCy
and other customary closing condibiors, 15 expected o close in the fisst quarter 01 2015 Upon completion of the tiansacuon, we
expect lo record an immatenal gain

Dunng the threc and mine months ended September 10, 2014, we acquired vanous other wireless lienses and markets for cash
consideration that was not significant

Wirehne

On Tuly | 2014 wesold u nonstrategic Wiehine busmess which provides ¢ to avanety of g

agencies, for net cash proceeds of $0 1 bilhon and secorded an immatenal gain

Othey
Dunng February 2014, Venzon acquired a business dedicated to the development ot Intemet Protocol (IP) sclevision for cash
consideration that was nat sigmiticant

On October 7, 2014, Redbux Jnstant by Venzon, a venture between Venzon and Redbox Actomated Retail, LLC (Redbov). a
wholly-owned subuidiary of Outerwall Inc, ceased providing service to 3ts customers In accordance with an agieement between
the paries Redbax withdrew from the venture an October 20, 2014 and Venzon wall wind down and dissolve the venture dunag
the neat few monthy As a tesult of the levmanation ol the ventuie, we expedt 10 record & pre-tax loss wfapproumately $0 1 billion
an the founh quanerof 2014

3 Wireless Licenses, Goodwill and Other Intangible Assets

Wireless Licenses

Changes 1 the carrying amouni uf Wireless livenses are as follows

(dollars n millionsy

Balance ot January 1,2014 $ 78747
Acquisiions (Note 2) 438
Disposions (Nute 2) (1.978)
Capntahized intesest on wireless hicenses 162
Redlassifications, adjustments and other 914

Balance at September 39, 2014 § 75303

Reclassifications, adjustinents and other includes the exchanges of wircless licenses 1n 2014 as well ai $U 3 billion of Wircless
licenses that are clasaified as held for sale and included in Trepard expenses and other on our condensed consohidated balance
<heet at September 30. 201 4 (see Note 2 for additional detatls)

At September 30. 2014 approximately $2 2 billion of Wireless licenses weic under development for commeseial service for which
we weie capitalizing inteest costs
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Goodwill

Changes i the camying amount of Goodwill are as folfows

(dollars in millions) Wireless  Wireline Total
Balance at January 1, 2014 $ 18376 § 625% § 23634
Acquiniions (Note 2) 15 28
Dizposibons (Note 2) - 3%)
Reclassifications, adjustments and other - 4)
Balance at September 30.2014 § IR39L § § 24617

Otber [atangible Assets

The following table displays the composttion o Other intangible assets net

At September 30,2014 Al December 21,2012

Gross  Accumulated Net Gross  Accumulated Net
tdollars in mulhons) Amount Amortization Amount  Amount Amortization  Amount
Custonxr lists (5 10 13 years) $ 3634 § 2870) 8 764 $ 1639 § 266008 979
Non-nctwark mtemal-use software (3t 7 yean) 12 %41 (RAK3) 40658 11770 717) 4453
Other (2 10 25 years) 665 (349} 316 691 (323) 68
Total $ 12140 8 (11,302) § 5738 $ 16100 § 110.300) § 5.800

The amorhization expense for Other intangible assets was as follows

Three Months Ended Nine Months Ended

tdollars 1a nullions) 30, 30,
2014 s 391 s LK
2013 9K 1,183

The estimated future amoruzation expense for Other intangible assets 1s as follows

(dollars in millions)

nder 0f 2014 s 401
1379

1145

959

798
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4 Det

Changes to debt dunng the etne months ended Septemher 30, 2014 are as follows

Dbt Maturing  Lomg-term

{dollars in mullions) within One Year Debt Total

Balance ot January 1.2014 s 3931 8 KY6S5K § 93S9
Proceeds from long-em bomwings - 21,578 21,575
Venzon Nules - S.000 sony
Preferred Stock - 1,650 1650
Repay ments of long-tcmm bormowings and capital leases obligations 13.363) ©231)  112594)
Decrease in shont Tuding cument 126) - 1426)
Reclassifications of long e debt 1.097 1 097y -
Other 302 72 434

Balance st September 30,2014 s 1603 $ 107,627 §109.230

Dunng Februamy 2014, we issued €1 75 biflion aggregate pancipal smount of 2 375% Notea duc 2022, €1.25 billion aggregate
ponupal amount of 3 25% Notes due 2026 and £0 X5 bllion gate principal amount of 4 75% Notes due 2014 The issudance
of these Notes iesulted in cash proceeds of approximately $5 4 bilhon, net of discuunts and issuance costs The net proceeds were
used 1n part. to finance the Wircless Tiunsaction Net proceeds not used to finance the Wireless Transaction were used for general
comorate purposcs Also, dunng February 2014, we 1ssucd $0 $ billion aggrogatc pnncipal ameunt of § 90% Nofes duc 2054
resulting 15 vash procecds of appanimately $0 5 bilhon, uet uf disvounts and 1ssuance costs The net proceeds were used for
zel 1 camporate pumposes

On March 1. 2014, we announced the commencement of 2 tender offer (the Tender Offer) 10 purchase fur cash any and all of the

<enes of notes histed in the fullowing table
Principal Principat
Intercst Amount  Purchase Amount
(dotlan in millions, except for Purchase Price) Mstunty Quistanding Price " Purchased
Venzon Communications 2018 § 1.500 $ 117007 § 748
2018 1.500 114691 763
2018 1300 128835 564
2016 1.250 1,093 62 652
2017 750 113322 as}
Celleo Pantnership and Venzon Wireless Caputal LLC 8 50% 2018 1000 127962 619
Alliel Caporation 700% 2016 300 112526 157
GTE Corporation LR Y 018 600 1,196 85 © 206

s 4422

*"" Per $1 000 principal amount of notes

The Tendur Oller for cach senes of noles was subject to a finanuing condition, which was esther sat 4 or waived wath respect to
all senes The Tender Offer eapired on March 17, 2014 and seitled on March 19, 2014 In addiion to 1he purchase price. any
accrued and unpaid interest on the purchased notes was paid to the date of purchase Dunng March 2014, we recarded catly debt
redemption costs in connection with the Tender Offer (sec * Early Debt Redemption™)

Duning Masch 2014, we 1ssued $4 5 billion aggregare pnacipal amount of fixed and floating nie notes resulting in cash proceeds
of approximaicly $4.5 billien net of discounts and issuance costs The d of the g. $0 S ballion
apgrcgate pnnctpal amount Floating Rate Notes duc 2019 that beas interest 4t 4 rate equal 10 three-month LIBOR plus 0 77%
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which mte will be 1eset quurterly $05 billion aggegate principal amount ot 2 35% Notes due 2019, S10 billion aggiegate
pnncipal amount of 3 45% Notes due 2021, $1 25 bilhion aggregate principal amount of 4 15% Notes due 2024 and 31 25 lillien
aggregate pnncipal amount of § 05% Notes due 2034 Dunug March 2014, the net proceeds were used 10 purchase noles in the
Tendea Otfer described above

Dunng March 2014, Venzon Wucless redecmed $1 25 bilhon aggregate pnncipal amount of the Cullco Partnership and Venzon
Wireless Caprial LLC & 50% Notes due 2018 21127 135% of the principal amount of such notes, plus accrued and unpaid interest
{sce “Eary Debt Redemption °) Algo, dunng March 2014, §1 0 bithion of LIBOR plus 0 61% Venzon Communications Notes and
$1.5 pillion of | 5% Venzon Communicauons Naies matured and were repard

Dunng Scplember 2014, we issucd $0 9 billion aggregate pancipal amount of 4 ¥% Notes due 2044 The 1ssuance of these Notes
reslicd n cash proceeds of approximately $0 9 billion, ret of diwounss and 1ssuance costs The net proceeds were used for
gencral corporate purposes Also, dunng Scptember 2014, we redectned $0 8 billion aggregate pnncipal amount of Venzon 1 25%
Notes due Novembet 2014 und recorded an immaienal amount of cadly debt redemplion costs

On Octaber 22, 2014, we sald $6 § tillion aggregate pncipal umount of fixed rte notes. which are expected to senile on
(ctober 29, 2014 We expect to receive cash proceeds of approximatcly $6 425 billion, net of discounts and 1ssuance costs and
after b of cenaimn exp The sale d of the fi g $15 billion age pnncipal amount of 3 00%
Notes due 2021. 82 & bilhon agpregate pnncipal amount of 3 50° Notes due 2024, and $2 5 billion aggrepale pnncipal amount
of 340% Naies due 2034 The net procceds from the offening will be used to redeem 1) an whole the following sencs of
outstanding notes which have been called tor carly redemption in November 2014 Vienzon 4 90% Notes due 2015, Venzon
5 55% Notes due 2016 Venzon 3 00% Noles due 2016, Venzan § 50% Notes due 2017, Venzon & 75% Noies due 2018 Alltel
Corporation 7 00% Debentures due 2016 and Celleo Partnership and Venzon Wieless Capital LLC 8 50% Notes due 2018 and
(1) $1 0 Mthon aggregate puncipal amount of Venzon 2 50% Notcs duc 2016 Any proceeds not used for the redempuion of thesc
notes wilt be used for gencral corporale pumposes

May Exchange Offer
On May 29,2014, we d the ofa pnvate offer (the May Exchange Ofler) 10 exchange up 10 all
Cellco Pannership snd Venzon Wareless Capatal LLC's £0 6 billion vutstandimg «ggregate prncipal umount of 8 875% Notes due
20138 (the 2018 Old Notes) for Venzon’s new steding-denominated Notes due 2024 (the New Notes) and an amount of cash This
exchange offer has been accounted for as a moditication of debt In connection with the May Exchange Ofter, which expired on
June 25, 2014, we issued L0 7 bilhion aggregate poncipal of New Notes and made a cash payment of £22 milhion in exchange for
£0 6 mllion aggregate pnncipal amount of tendered 2018 Old Notes The New Notes bear interest at a rate of 4 073% per annum

Concument with the 1ssuance of the New Notes, we entered 1nto cross currency swaps fo fix our future interest and pnncipal
paymenisin U'S dollan (see Note o)

Julv Exchunge jers
On July 23, 2014, we announced the commencement of eleven sepanate pnivate offers to exchange (the July Exchanpge Offers)
specified senes of outstanding Notes issued hy Venzon and Alltel Corporation {collecuvely. the Old Notes) for new Notes to be
issued by Venzon The July Lxchange Offers have been accounted for as a modification of debt Un August 21. 2014, Venzon
1ssued $3 3 billion aggregate pnncipal amount of 2 625% Notes due 2020 (the 2020 New Notes). $4 5 billion aggregate principal
amount of 4 62% Notes due 2046 (the 2046 New Notcs) and $5 5 biilion aggregate principal amount of § 032% Notes duc 2054
ithe 2054 New Notes) E ol'the exch ofler on tendered Old Notes (not including accrued and unpaid
mterest on the Old Notes) The following tables list the senes of Old Notes included in the July Exchange Offers and the prncipal
amount of ¢ach such senes accepted by Venzon for exchange
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will be reset quanterly and $2 0 ullion aggregate pnocipal amuunt of 1 35% Nates due 2007 We used the net proceeds fiom the
affening of theae notes to repay the 3-Yeus Loans on June 12,2014

The table below liats the aenes 0l Old Notes included i the July Exchange Ofters fur the 2020 New Notes 14
Principal
Amount
Principal  Accepted
Interest Amount For
{dollars 1n milionsy Rate  Matunty Qutstanding  Exchange
Vonzon Cemmunications 36 2018 S 4750 § 2052
250% 2016 4250 1,062
$ 3120
The table helow lists the senes of Old Notes meloded i the July Exchange Offers for the 2046 New Notes
Prancipal
Amount
Principal  Accepted
Interest Amount For
(doltans in nullionsy Rate  Maturity Outstanding  Eachange
Venran Comnunications 2031 § 6000 3 1645
2030 2000 794
2039 1000 520
2032 400 149
Alliel Comporzuion 7RIS 2032 700 48
80% 2029 00 65
s a2l
The tabie below lists the senes of Old Notes included in the July Exchanye Ofers for the 2054 New Notes
Principal
Amount
Principal  Accepted
Interest Amount For
(doilan in nuthonsy Rate  Maturity  Quistanding  Exchange
Venzon Communications 2041 § 15000 8 4330
2038 1,750 -
6 Y0% 2038 1250 -
3 4330
Term Loun Agrecment
Dunng February 2(H4, we drew $5 6 billion pursuant 10 a term loan agreement with a group of major financial insitutions 1o
finance. i pan, the Wicless Traneaction $3 3 billion of the loans under the termm loan agreement had a matunty of theee yeass (the
Loans) and $3 3 billign of the Joans under the term loan ugreenent had 3 matunty of i 15 (the $-Yeur Loans) The §-
Year Loans provide for the partial amorization of pancipal dunng the last two years that they are outstanding Loans under the
term loan agreement bear interest ac flosting rates The tem foan agicement contains certam negative covenants, induding a
ve pledge coy cnant, a merger or stmifar transaction ¢y enant and an accounting changes covenant. allimative covenants
and events of default thdt aie customary fus compames matamng 4 vestmen! grade credit nyl I addition, the term loan
agreemcnt 1EQUIFES Us I0 mantain a levermge ruo (as defined in the term loan agreement) not in excess of 3 50 100, unul our
uedit ratinge arc equal to or higher than A} and A- at Moody's Investors Service und Standard & Poor s Raungs Sen ices.
respectively -
Dunag June 2014 we rssued $3 3 ballion aggregate puncipal smount of fixed and floating rie avtes resuling in cash proceeds ot
approvimately $3 3 billion. aiet of discounts and nsuance costs The 1ssuances consisted of the following $1 3 billion spgregate
puncipal amount of Tlosung Rate Notea due 2017 that will bear interest at a rate equal to threcanonth LIBOR plus 0 40% which
15
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Duniag July 2014, we amended the term loan agreement, settled the outstanding $3 3 hullion of 5-Yeur Loans and borrowed $3 3
bilhion of new loans The new loans mature in July 2019, bear interest a1 a Jower interest raic and require lower amonization
paymentsin 2017 ard 2018 In connection with the transacuon, which primanly setiled on a net basis, we rccanied approximalely
$0 S ballion ot proceeds from tong-tenn b g5 and ot repay of long-e: g5, resp

Verzon Notes

Dunag February 2014, i connection with she Wircless Transacuon we 1ssued $5 0 billion aggregate principal amount ot floating
rte notes (o Vodatone These notes were 1ssucd in 1wo separate senies, with $2 5 billion duce Februany 21, 2022 and $2 5 allon
due February 21, 2025 The Venzon Notes bear mnierest at a floaung rate, which will be 1esct quanterly, with inierest payable
guarterly 1n arrcars, beginning May 21, 2014 (see Note 2) The erghi-year Venzon Notes bear mtersst at a floating rate equal w
thiee-month LIBOR, plus 12 and the eleven-year Venzon Notes bear anterest at o flnating rate equal to thiee-month LIBOR,

28,

plus 1372%

Prefetred Stock

As 31esult of the Wireless Transaction. we assumed long<erm obligations with respect ta 5 143% Class I and Cl: cumulatine
Preferred Stock 1ssued by one of the Purchased Enuties Both the Class 13 shares (825,000 shaies outstanding} and Class E shuies
(825,000 shares ) are datonly in Apnl 2020 at $1.000 per share plus any accrued and unpaid
dividends Dividends acerue an 5 143%% per annum and wall be treated as interest eapense Both the Class D and Class E shares
have been classified as hiabiliy iastiments and were recorded ai fan value as deiermined at the closing of the Wireless
Trmsaction

Orher Credir Fuciliies

On July 31,2014, we amended our $6 2 hillion aedit facility 1o increase the avalability to $8 0 hillion 4nd extend the matunty to
July 31,2018 A1 the same ime, we leminated our $2 0 billson 364-day revolving credit agieement As of September 30, 2014,
the unused bormowang capacaty under thas credat facibiny was approximately $7 9 bilhion

Eurhy Debt Red

Dunng March 2014, we recerded net debt redemption costs of $09 billion in connection with the carly redemption of $125
bilhan aggregate prncipal amount of Cellco Parincahip and Venzon Wincless Capital LLC & 50% Notes duc 201K, and the
purchase of the fullowing notes puisuant to the Tendes Offer $00 7 hillion of the then outstanding $1 5 bithon aggregate prncipal
amount of Venzon 6 10% Notes due 2018 $0 & billion of the 1then Sing 31 5 tillion puncipal amount of
Venizon 5 50% Notes duc 201K, S0 6 billien of the then outstanding $1 3 tillion aggregate prncipal amount of Venizon 8 75%
Notes due 2015, $0 7 bzllion of the then ontstanding $1 26 billion aggregate prncipal amount of Venzon § $$% Notes due 2016,
$0 4 billson of the then §0 75 tillion pnnuipal umount of Venzon $ 50% Notes due 2017, 80 6 billion oI
the then vutstanding $1 0 Wllion aggregate prnapal smoewmt of Celleo Pannership and Venzon Wireless Ca
Notea due 2018, $02 hilhon of the then oustanding $0 3 bilhion aggregate pancipdl amount of Alltel Copormtton 7 00
Debentures due 2016 and $U 3 billion of the then outstanding SO & bilhon aggregate pnncipal amount of GTE Corparation 6 4%
Debentures due 2008

empiion

We recogmize carly debt redemption costs in Other income and {(expense), net on our condensed consolidated statement of mcome

Cuarantecs

We g the deb and fist bonds of v ¢ teleph bsid: As of S ber 30,
"014 531 bilhon aggregate pancipal amount of these will remam in place for
the hife of the obhigation unless terminated punsuanl to ils terms, including the opcr.ﬂnl; telephone company no longer being a
whally svwned subsidiary of Venzon

We abo the debt oblig. of GTE Corp that were issued and oustanding prior 10 July 1, 2003 As of
September 3. 2014, $1 4 allion aggregate pnncipal amount of these obligations remain outstanding

Debt Corenants

Weand our lidated subsid aren ¢ with all of our debt covenants




denvative mstiuments Our dern ative mstunients ase sccorded on o gross basis
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5 Wircless Equipment lostallment Plans
We offer new and g customers the option 1o pamicipate in Venzon Fdge, a program that provides chgible wircless
customen with the ability 10 pay for their handset over a penod of ime (an equipment installment plan) and the nght to upgrade
thetr handsct aftcr a minimum of 20 day s, eubject 10 censin conditions, including making a stated portion of the required device
pay ments, rading i1 their handser in good workng condition and signing a new cantract with Venzan At September 10, 2014,
the guarantee hability reluted to this progrm was approximately $0 7 tilhon
Af the time of sale we 1mpute nisk adjusted interest on the recens ables associated with Venzon Edge We record the imputed
nterest as a reduction to the iclated accounts recervable Interest mcome. which 1s included withimn Other come and (expensc)
net on ow condensed hdated of meome is recogmized ox et the financed mstallment tem
We assess the collectability of our Venzon Edpe receivables based upon a vancly ol factors, including the credit quahty of the
customer base, payment trends and other qualitative factonn The current portion of our receivables related to Venzon Edge
inctuded m Accounts receivable was $1.4 billion at September 30, 2014 and was not matenal o1 December 31 2013 The long-
temm portion of the equipment installment plan recen ables included 1 (ther asscts was $0 6 hillion at September 30, 2014 and
was not matenal st December 31,2013
The ciedit profiles of vur customers with a Venzon Edge plan are sumilas 10 those of ow with a trad, I subuidized
plan Customers with a ciedst profile which cames 4 higher nsk arc required to make 3 dawn payment for equipment financed
thiough Venzon Edge
6 Fawr Value Measurements
The following 1ahle presents the bhalances of assets and halulities measured at fair value on a recumng basis as of September 30,
2014
{dollurs in millionsy Level 19 level 29 Level 31 Tatal
Assels:
Shogt-term investnients
Equity securities S 38K S - s - S
Fixed mcome sccunties - 247 - 247
Other assels
Fixed income seeunties - 904 - 90K
Interest rate swaps - 14 - 14
Cruss cumcacy swaps - 9 - 9
Total § 3K S 1208 § ~§ 1,59
Liabnl
Other liabihities
Forward interest rale awaps s -5 134 S - § 138
Cruss currency swaps and other - 123 - 123
Toul 3 s 281 S —s 26l
‘" quoted pnces in uetive markets for dentical assets of kabiliyes
1 ybservable inputs ather than quoted prices th active markets for rdentical assets and habilities
" 1o abservable priving snputs in the market
Equity secunues consist of investments tn common stock of domestic and using quoted
prices in active markets
Fixed imcome secunties consist pnmanly of investmients in municipal bonds that do not have quoted prices 1n active markets For
these sccunes, we use altermative matnx pncing reulteng in these debl secunties being clasuficd as Level 2
Denvauve conuadts are valued using models based on readily ob market ters lor ull sub. ] tenms of our
denvative contracts and thus arc classified within Level 2 We use mid-market pricing for far value measurements of our
- ot loases
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We recogmize transfers between levels of the far value Iieruliy as vl the end of the reporung period There were no transfers
within the fair value hierarchy dunng the mine months ended September 30 2014

Faur Falue of Shars-term and Long-term Deht

The fair value of vur debtis detennined wsing vanous methods imcluding quuted pnces for identical terms and matunties. which
158 Level I measurement. as well as quoted prices for sumilar teims and matunties in mactive markets and finnure cash flows
discounted at current rates, which are Level 2 measurementy The fair value of our st and long. debt, g capital
leases, was as lutlows

At September 30,2014 At December 31,2013

Carrying Camrying
{doilurs in mullions) Amount  Fair Value  Amount  Fau Value
Shon.- and long-term debt excluding capual leases S LOKoKS $ 121972 § 93,298 § 103527

Denvative Instruments

We enter in1o dens ative transachons to manage our eXposure to flucruations m foreign cuntency exchange rates, interest rtes, and
cquily and commedity pnces We employ nsk management strat . which may include the use of a vanetly of denvatves
including cross cumrency swaps, foreign cunrency and prepaid forwards and collars, interest rate swap agreements, commodity swap
and forwurd sgreements and imierest tte locks We do not hold denvatives fon trading purposes

We measure all denvanves meluding denvatives embedded 1o other financial instruments at fan value and recognize them as
ondensed consolidated halance <hects Changes i the fair values of denvativ e mstiuments not
qualifying as hedges or any ineftecine pottion of hedges e recogmized in eannings i the cunent pened Changes an the fu
values of denvative mstruments used effectisely as fair vatue hedges are recognized in camings. along wicth changes in the farr
value of the hedged item Changes m the fair value ot the cffective poriions of cash flow hedges are rported i Other
comprehensive loss and 1ecogmzed in eamings when the hedged istem 1s recognized in eamings

either assets ox habilimes on owr

Interest Rute Swaps
We enter 1nto domestic iterest rate swaps o achies e a targeted mua of fiaed and vanable rte debt We pnncipally recetve fixed
rates and pay vanable ratex based on LIBOR resulting 18 a het increase or decrease to Interest expense These swaps are designated
a3 far value hedges and hedge against changes in the farr value of our debt portfolia, We record the interest rte swaps at fau value
on aur condensed consehidated balance sheets as assets and habilties The fai value of these contracts was not matenal at
Scptember 30 2014 wnd December 31,2043 respectively As of September 20, 2014, the total nofional amount of the interest rate
swaps was $1 & bullion The effecunc portion of these interest rate swaps was not matenal for the thice and e months ended
September 30, 2014, respectively

Forward huerest Rate Swaps

In order 1o manage our exposure 1 futurne interest rate changes, dunng the founh quarter of 2013, we entered 1nto forward interest
rate swaps with a total notienal value of $2 0 bilhon We designated these contracts as cash flow hedges In March 2014, we
scttled these forward interest rate swaps and the pre-tax gam was not matenal Dunng the first and second quarters of 2014, wr
entered inlo forward mterest 1ate swaps with total notional values of $0 9 billion and $3 1 billien, respectively Dunng the thind
quanier of 2014, we enteted 1nto forward intercst rate swaps with o total notional value of $0 R hillwog We designated these
contracts as cash flow hedges

In October 2014, we scttled $1 25 billion of forward interest rate swaps

Cross Curremy Suups
Dunng the first quanier of 2014, we entered in10 cross cuncncy swaps designited as cash flow hedges to exchange approximaely
$54 billion of Eurns und Brtah Pound Sterling denomnated debt mto US dollan and to fia our future interest and punapal
paymentsin US dollars, as well as 10 mitigate the impact of foreign cunency tiansaction gaims or losses

nd quarvi ot 2014 n connection with the May Exchange we entened Into Lross Lumency swups d
of Bnnsh Pound Sterhing denomunated debtinto U'S dollurs
5 well as 1o mitigate the impact of foteign cunency transaction gains

Dunng the s
as vash flow hedges 1o exchange approximately $1 2 balli
fix our future inteiest and pnincipal payments in U'S dolla
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Venzon Wireless presiously entered tnto ¢ross currency swaps desipnated as cash flow hedges 10 exchange approxamately $16
billion of Butish Pound Sterhing and Euro-denominated debt into US dollars and 10 fix our future interest and pnncipal payments
m US dollars, as well as 10 mutigate the effect of foreign currency transaction game or losses In June 2014, we settled SU & billion
ol these cross cunency swaps as pan of the Exchange Otfer and the gains with respect to these swaps were not material

A porion of the gains and losses recognized in Cther comprehensin e income (loss) was reclassified 1o Other income and (expense).
net to offsct the reluted pre-tax foreign cunency transaction gain or loss on the underiying debt obhygations The fair value of the
outstandhing swaps was $0 1 billion a1 September 30, 2014 and was not matenal a1 Decenber 31,2013 Dunng the thice and nine
maonths ended September 30, 2014, a pre-tax loss ot $0 1 ballion and an immatenal pre-tay loss, respectinely wene recognrzed in
Other comprehensive ncome (Joss) Dunng the three and nine months cnded Scpicmber 10, 2013, 4 predax gain of S0 1 bithon
and an immatenal predax luss, 1espectively, were recognized in Other comprehensive income (loss)

7. Stack-Based Compensation

Verizon Connnumcatians Long-Term Incentve Plun

The Venzon Communicatinns e Long-Teun Iacentns e Plan {the Plan) permuts the granling of stock opions, stock appreciation
1. resicted stack, restnicted slock units, peiformance <hares, performance sinck vnits and other awards The maximum number
of shares avaitable for awards from the Plan s 119 6 mulhion shares

Restrscted Stock Units

The Plan provides for gunts of Restncted Stock Units (RSUs) that gencrally vest at the end of the thud after the grunt The
RSUs are classitied as equuny awards because the RSUs will be paid sn Venzon common stock upon vesting The RSU equity
awands are measured using the grant date fair value of Venzon common stock and are not icmeasuied at the end of cach reporing
penod Dhividend equin alent units ure also pard to participants at the tmc the RSU awurd is pand, and i the ssme pruportion as the
RSUawnard

Ferformance Stack Unis
‘The Plan also provides for prants of Performance Stock Units {PSUs) that penerally vest at the end of the thind y ear afier the grant
As detined by the Plan, the Human Resources Cammuttee of the Bomd of Duccton determmes the number of PSUs o participant
cams based on the extent to which the conesponding performance goals have been achieved aver the three-year periormance
cycle The PSUs arc classified as hsbility awards because the PSU awards aic pard in ash upon vesting The PSU award habaliy s
ncasured al 1ts tar value at the cnd of cach reportng pened and, theretore wall fluctuate based on the pnce of Venzon common
stock aswell a< performance relative wo the targets Dividend equin alent units are also pasd to parvcipants st the tme that the PSU
award 15 determuned and paid. and in the same proportion as the PSUaward

The ioflowing table summanzes the Resincted Stock Umit and Performance Stack Unit actinny

Restnicted Performance
(sharesin thousands) Stock Unite Stock Units
Quistauding. January 1 2014 16,193 23728
Granted 5.041 7.080
Pay ments {6.165) 19,153}
Cancelled‘Forfened 1229) (252

Qutstanding, September 30,2014 21,349

As of Seplonber 30, 2014 unrecognized compensation wxpense telated to the unvested postion of outstanding RSUs and PSUs
was approximately $0 § billon and 1s expected to be recognized over approximatcly two ycars

The RSUs granted i 2014 have o weighted-average grant date fair value of $47 19 perunit
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8 Empluyee Benefits

We matniaim non<contributory defined henedit pension plans for many of our employees In addition, we mantain postretement
health care and Itfe 1insurance plana for our retirees and their dependents, which are both contnbutary and non-ontnbutory and
nclude a hmit on our share of the cost for cenasn recent and futare retirees In aceordance with our accounting policy for pension
and ather postretirement benefils, operating expenses include peasion and benefit related credns and/or chaiges based on actuanal
assumptions. including progected discount rates and an esiimated retum on plan assets These esttmates aic updated sn the fourth
Quaitet or upon a remeasurement event to reflect actual ritum on plan sssets and updated actuanal assumptions The sdjustmunt
will be recogmized 1n the sncome statement dunng the fourth QUanNes or UPON 3 RMCISURMIENT CVEN! PUrsUARL 10 OUF AcLoUnting
policy for the reeognition of actusnal gamns and loskes

Net Periodic Benefit (fncome) Cost

The following wable summanzes the bencfit incame) cost related 1o our pension and posirettrement healih care and hife insurance
plans

{dollars in aulhons) Pensicn  Health Care and Life
Three Months Ended September 30, 2014 2013 2014 2013
Service cost s s v s 65§ 79
Amortization ol prior service Lost (credit) (W) 2 {63) (©2)
Expected retum on plun assets Q96) 1311} @ 36)
Interest cost 259 251 277 273
Net penodic benefit cont b3 43 S 4) S 238§ 254
(dollars 1n milhons) Pension  Health Care and Life
Nine Months Ended September 30, 2014 2013 2014 2013
Service cust 3 245§ 9 § 194 § 23K
Amortizatien of pnio service cost (credit) 6} s {190) (185)
Expected mtum on plan assets (¥%6)  (033) a22) (108
Interaat cost 777 752 811 821
Retneasusement gain, nel - (237) — -
Net penodic henefit income) cast $ 10§ gIn s 713§ 766

Pension Remeasurement

Dunng the three and six monthe ended June MU, 2013, we reeorded net pre-1ax pension credits of app

$0 2 bijhon, in accordance with our accounting policy to recogmze actuanal gans and losses 1n the penod in which they oceur
The pension remeasurement eredits refate to settlements for employees whe ieceived lump-sum distnbutions The credits were
pnmanly dnven by an approxtmately 75 basis peint inerease in our discount mic assumpon used to detemmine the curmrent yea
liabilities of onc of our pensien plans The chanpe 10 discount Tate resnlicd tn a gam of $U 3 billion, pamally offaet by a loxs
resulung fiom the ditlerence between out eapected reium an assets assumption of 7 $%2 at December 31, 2012 and our annualized
actual retum on assets of 7 2% at June 30, 2013, as well a> other losses (S0 1 billian) Qur weighted<is erage discount rate
®oat December 31 201210 S 0% a1 June 30 2013

assumption increased from 4 2

Dunng the three munths ended September 30 2013 45 4 wesult of the satlements neted abuve we performed a pension
remeasurement m actonlance with our aceounung policy to recognize aciuanal gains and lusses 1n the penod in which they ocem
This rmeasurement was ot matenal to ons eondensed consolidated statement af income for the penod

Dunuig October 2014, the Suciety of Actuanes finahized new actuanal tibles for applying montality assumptions 10 measure
qualificd defined benetit plan and other i henefit We are cumently evaluanng the rmpact these new
tables may have on ourc lidated financial which may be matenal

18 Seversnce Pavments
Dunng the three and nine months ended September 30, 2014, we purd severance benelits of 20 1 bilhon and S04 hillion,
respectively Al Seplember 30, 2014, we had a remaining sex erance hability of $0.4 biilion & portion of which includes future
contractual payments 10 employces separaicd as of September 30, 2014
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Employer Coptributions

Dunng the three and nine months cnded Sep ber 30, 2014, we buted $U 2 bilhon and $1 1 Mllion, respectively, to our
other postreurement bencfit plana Dunng the three and nine months ended Scptember 0, 2014, we conbuted $0 7 billion and
$1 8 ballion respectvely. to aur quahticd pension plans The contnbutions 1o our nonquahfied pension plans were S0 1 billion
dunng the three and nime months ended September 30, 2014 There have been no matenal changes with respeet to the quahfied
and nonqualificd pension n 2014 as previously disclosed i Part It ltem 7 “Management's Discussion and
Analysis of Finanual Condiuon and Results of Upurations” 1o our Annual Report on Fon 10K for the year ended December 31
2013

9. Equinn and Accumulated Other Comprchensive Income

Equity

Changes in the components of Total equity were as follows

Attributable  Noncontrelling Total
{dollars in mithions} Interests Equity
Balance at Janvary 1,2014 B 38836 S 56,580 $ 95416
Net income 11,856 2248 14,104
Other compichensive loss (1.183) {23) (1,206
Comprchensiv e mome 10673 2228 12,898
lssuance ol comnen stock 1 - 127
Contnbuted capital {20,850) - 126,850)
Dividends declared (6,674) - 6,674)
Common <tack in treasury 496 - 496
Purchase ol noncentrellmg interest - (55.900) (55.960)
Disinbutions and other 31) (1.454) (1485)
Balance at September 38, 2014 s 16,577 § 1,391 § 17968

The changes in Common stack, Contabuted capital and Purchase of nencontrolling interest are primanly due to the compleuon of
the Wiseless Transaction on February 21 2014 See Note 2 for addivonal infurmation

Priar 1o the closing of the Wircless Transaction noncontrolling mteiests mcluded in ow condented consolidated financial
prmanly d of Vodafone's 45§ crshep anterest in Venzon Wireless The noncontrolling interests tha
remain after the completion of the Wireless Transaction prunanly celate to warcless parinership entities

Common Stack

As a result of the Wircless Transaction, Venzon issued approximately 1 27 bilhon shares ot Venzon coninon stock

Comnon stock has been used from time 1o time 1o satisly some of the funding of employcc and sh, plans,
mcluding & 1 mulion common shares 1ssued fom Treasury stock duning the nine months ended September 30, 2014, which had an
aggregate value oS0 4 billion
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Accumulated Other Comprehensive lncome

The changes i the balances of Accumulsied other ¢ hi meome by comy are as follows

Unrealized Defined henefit

Fureign currency  Unrealized lusson  pensionand
trapslation lossoncssh marketable postrefirement

(dullais in mullions) adjustments  flaw hedges securities plans Total
Balance a1 January 1,204 H 853§ 1nm s 17 s 1275 8§ 2358
Othet comprehensive income (lossy (143) 99 14 - 30)
Amounts reclassified 1o net income 911 (110) (15) (17) (1 153)
Net other comprehensive loss {1.054) (11) (h (117 (1,183
Balaoce at September 30,2014 3 201) § 102§ 116 S 1158 8 1.175

The amounts presented above 1n act other comprehensive loss are net of taxes and noncontrolling 1 . which are not
signaficam For the mine months ended September 30, 2014, the amounts reclassificd to net income related to foreign currency
translanan adjustments an: ncluded 1 Equity 1n camings (losses) of hdated b on our cond. d ¢ hdated
slatement of ncome and are a result of the completion of the Ommitel Transaction Sce Note 2 for additional deta)ls For the nine
months ended Sepiember 30, 2014, the amounts ieclassified 10 net income related (o defined benefit pension and postretuement
plans were indluded 1n Cost of servives and sales and Selling. general and admunistrative expense on our condensed consolidated
statement of income For the nine months cnded September 30, 2014, all other amounis reclassified (o net income wese included m
ther mcome and (expense) net on our condensed consolidated statement of income

10. Segment Information

Repartable Sogments
strategic husiness untts and organize by products and services
t with the chief

We have two reportahle segmems which we operate and manage @
We measure and cvaluate our reportable segments hased on segment ncome,
decision maker's assessment of scgment performance

Corporate, ehminations and other mncludes i T expenses, recorded 1n ¢
the resulls of ather businesses. such as our iy estments ia uncansolidated businesses, pension and other emplayec beaefit related
wosts Jease financing. as well as the histoncal results of divested operations and viher adjustments and gains snd lusses that arg
not allocated in g scgment p due to thewr 1 nature Although such iransactions are eactuded from
the business <egment results, they are meluded 1n riported consolidated camings Gains and los<es that are not individually
cunt are mcluded m all segment resuits as these tems are included in the chiel vperaung decision maker’s assessinen: of
segment performance Effective January 1. 2014 we have also reclassified the results of certams businesses such as development
slage businesses thal suppan our strategic Imtiatives, from our Wireline segment to Corporate, eliminations and other The impact
ficalion was not malenal to o d d hidated financial or our segment resulls of opesations

of this reclas:

On July 1. 2014, out Wireline segment divested a non-strategic business (see Note 2} Accordingly. the histoncal Wireline results
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The following lable provides o financsal information for our two reportabl

Three Manths Ended  Ninc Months Ended

September 30, September 30,
(dollurs in aull 2014 2013 2014 2013
External Operating Revenues
Wireless
Retail service $ 17,543 S 16764 § 52,052 § 49327
Other service 794 737 2313 1.950
Service revenue 18337 17.501 54365 51277
Equipment 2479 1821 0.735 5.679
Other 991 952 2011 2866
Total Wircless 21807 20.374 64111 59812
Wirehine
Consumer il isan 3.735 11,606 i1.020
Small business 613 637 1 R58 1.907
Mass Markets 4515 4372 13464 12,927
Strategic senices 2008 2044 6.207 6055
Core 1315 1.490 1.097 4,578
Global Erterpanse 3,382 3534 10,304 10,020
Global Wholesale 1.307 1374 1979 4,230
(ther 119 109 166 321
Total Wircline 92324 9 359 28113 2K,108
Total segments 31.13] 29763 92224 87930
Comorate, climinations and other 455 516 1.663 1,558

Total consolidated - reported S 31.566 S 30,279 $ 9IRRT S 89485

Intersegment Res enues

Wireless s 2% s 25 8 R6 § 76
Wireline 252 268 756 R04
Total segments 260 293 R42 &80
Compaate. climinauons and other (2R0) (293) (R42) (RRO}
Total consohidated — reported 13 - 3 -~ 3 - 3 -

Total Operating Revenues

for these of have been reclassified to Comporate, ¢l and other to reflcet comparabic scgment aperating results Wireless $ 21835 5 20399 S 64197 § 590898
S r—— fthe foll Wirehne 9.576 9.657 28,869 28912

Our segments and their pancipal activities consist of the following Total segments T1alt 30056 93.000 REA10

Sepment Deseription Reconciling items 175 223 21 675

Wircless Wircless' communications products and services nclude wirciess voice and datu services and cquipment salex. Toial consolidated - reporicd S 3LSKE § 30279 5 HTAKT S s8duS
which are pmtided 10 comumer, business and govemment customers across the United States

Operating Income .

Wirchne  Wirchine s vorce. data and video ¢ products and enhanced services mclude broadband video snd Wireless S 6955 S 686G 5 21258 S 10768
data, corponate neivorking solutions, dats center and cloud services, secunty and managed network sen ies snd Wireline 225 147 w1y 26
local and long distance voice services We provide these products and services 1o consumers in the United States, Total sepments =180 7033 R X7
as well as 10 camers, businesses and goveminent custonkrs both m the United States und i aver 150 other o

Revonciling items (290) 95 (142 a9
countnes around the world
Total consolidated — reported § 6890 § 7128 § 21738 § 19908
21
n
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AtScptember 30, At December 31, they develop and adjust any acerual or disclosure as nceded We do not expect that the ulumate resolutian of any pending

(dollars in mullions) 2014 2013 regulatony or legal matter n future penuds, including the Hicksville mater descnbed below. will have a matenal effect on our

Assets financial condition but it could have a matenal effect on our resulis of eperanions for a gin en reporiing penod

Wircless s 158443 3 146,429

Woelme R0.135 84573 Dutng 2003, under a g 4 plan, i commenced at the site of @ former Sylvana facthty 1 Hicksville,

) . = New York that processed nuclear fuel rods in the 1950s and 1960s Remediation beyond onginal expectations proved to be

Total segments 238,578 231,002

. necessury and a reussessment of the anticipated remediation costs was conducted A reassessment o1 costs related to remediation
Corporate, ¢himmations and vther (12.285) 43,096 N

) i " 336391 37400 eflunts at several other lonner facilities was also undertaken In Scptember 2005, the Anny Comps of Engincens (ACE) accepied the
Total consolidated - repuney $ 220293 § 274098 Hicksville site nto the Formerty Unilized Sutes Remedial Actron Progiam This may result in the ACE performing some or all of

Comporate chimunations and other at December 3. 2013 15 pnsanly comprised of cash and vash equivalents which were used to
complete the Wireless Transaction on February 21,2014

A reconciltation of'the segment ey enues to con; i revenues s as follows
Three Months Ended  Nine Months Faded
September 30, September 10,
(doltars in millionsk 2014 2013 2014 2013
Total segment operating revenues $ 31411 § 30056 § 95060 3 KRR10
hinpact of divested operauans (Note 2) - 157 256 466
Corporate, chminauons and other 175 [ 565 209

Total consolidaied operting revenucs $ 31.5%6 § 30279 § 9347 § XO4KS

A reconciliation of the tow] of the rep 3 meome to
taxcs 1s s follows

d income before provision for imcome

Three Months Ended  Ninc Months Ended

September 30, September 30,
(dollars 1 millzons) 2014 2013 2014 2013
Total segmenl operating income S TIRG $ 7,013 § 21,877 § 19984
Gaun on spectrum ficense transactions (Note 2) - 278 707 278
Pension remeasurement (Nole §) - - - 237
Impact of divested operations (Note 2) - 8 12 26
Corporate, ehminations and other (290) {101} (861) (620)
Total consolhidated aperating income 6,890 7428 21,735 19,905
Equity in camings (losses) of unconsolidated businesses {a3) 19 1,811 i34
(ther income and (expense) net 71 20 (757) 84
Interest expense (1.255) (55%5) (3.633) {1 606y
Income Before Provision For Income Taxes $ 5658 3 65612 $ 19,156 § 15517

We gencrally account for imtersegment sales of products and services and asset tansfers ar cument market pnees No sing!
customer accounted for more than 10% of our total operating revenues dunng the three and nine months ended September 30,
2014 and 2013

11. Commitments and Contingencies

In the ondinaty course ol businexs Venzon 1s muolved i vanous and di at the siate and
federal Jevel Where it 1y determined, in consultation with counsel based on ||l|p,:l|nn and \clllcmtnl mh that a loss i< probahle
and esumable 1n a given matter, the Company establishes an accrual In none of the curently pending mattess 1s the amount of
accrual matenal An estimate of the reasonably possible lun or range of loss in excess of the amounts already accrued cannot be
made ai this time due 10 vanous faciors 1ypical 1 Tuding (1Y damage thcones and demands
(2) & Tess than complete factual record (3) uncenainty conceming legal theones and their resolution by counts of regulators, and
14)the natuze of the pany and 11> demands We continuoualy monttor these procecdings as
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the remediation eflon for the Hicksville site with a comresponding decrease 1n costs to Venzon To the extent that the ACE assumes.
responsibility for iemedial work at the Hhehsuille site, an adjustment o a reserve previously established for the riemediation may
be made Adjusimenis 1o the reserve may also be made based upon aciual conditions discovered dunng the remedtation ai ths or
any other site requinng remediation

Venzon 1s cutrently involved in approximately 70 federal distnct court acuions allegmg that Venzon s mfnnging vanous patents
Most of these cases ure brought by non-practicing entitics and effectively seek only monetary damages, & small number are
brought by companies that have sold products and seek mpunctive rehief as well These cases have progtessed to vanaus stages
and 3 small nuimber may go to tnal 1n the coming 12 months ifthey are not otherwise resolved

In conncetion with the cxceution of agreements for the ales of businceses and inycsiments Venzon ordmanly providas

< and to the h: 10 a vanety of nonfinancial matters, such as ownership of the ntics
hemg sold as well us indemnily from certain financial losses From ume o time, counlerpariics may make Llaims under theae
provisions, and Venzon will seck to defend againsi those claims and resolve them in the ordinany course ofbusiness

Subsequent to the aale of Venzon Information Sences Canada in 2004, we continue 10 provide a guarante to publish direciones,
which was 1ssued when the directory business was purchased in 2001 and had u 30-year tem (hefore extensions) The preeisuing
guariniee continues, without i 1, despite the sub! sale of Venzon Services Canada and the spin-vifol
ous domesiic prnt and Intemet yellow pages direclones business The possible financial impact of the guammiee. which 1t nat
expected 10 be adverse. cannot be reusonably estimiated as a vanety of the potential outcomes available under ihe guarantee result
10 costs and rey enues or benefits thal may offset cach vther We do not believe perfurmance under the guarantee 1s hhely
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Venzon Communications Inc (Venzon or the Company ) 1s a holdhing company that, acung through its snbwdianes. 15 one of the
word s leading prosidess of formation and products and sen ices 1o consumens, businesses and
guremmental agenues With a presence i aver 150 countnes amund the world, we ofler vore, data and video services and
solutons an our wireless and wichne networks that are designed to meet customers demand for mob relble network
conncetivaty, secunty and contiol We have twe reportable segments. Wneless and Wieline Qur wueless business, opeiating as
Venzon Wircless, provides voice and dats sen ices and equipment sales across the Unated States using one of the most extensive
and rebable wireless networks Our wieeline business provides consumce. business and govemnwnt customers with
communications products and services, micluding broadband data and video senices. network aceess, voice Jong distance and
and services, and alsa owns and opemics one of the most capansive end-o-end global Intemet
shilled. dnverse and dedicated worktorce of approimately 178,500 employees as of

othes communications product
Protocol {IP) networks We have a highly
Seprember 10 2014

In recent yeart Venczon has embarked upan a strategic transformation as ads ances in technology have changed the ways that cur
act in then personal and profussional lives and that busincsses operate To mevt the changing needs of o
g technologicat landscape, we are focusing our effonts mound higher matgin and growing arcas
cluding cloud eomputing scrvices

wustomens it
customers and addiess the chan
ot our business wareless data, wirehine data and Strategic services,

Out strategy sequires signuficant capital invesiments pamanly 1o acquire wircless spectium. put the specirum inlo senice, prmvade
addiional capacny lor growth n our wircless and wireline networks. nvest in the fiber optic network that supports our wireless
and wircline businesses, maniam our wareless and warchine networks and develop and mamtain significant advanced information
technology systems and data system capabiliies We believe that steady and consisient ins estments iz networks and platforms
w1ll dnve mnovauve products and services and fuel our growth Our warcless and wirchine networks will continue 10 he the
halimark of our brand and provide the fuadamental sirength upon which we build our compettive advantage

On Februaiy 21, 2014, we o leted 1he ac of Vodalt Group Pic s (Vodafone) indineet 45% anterest i Cellow
Panneship d/b‘a Veuzon Wireless for aggrepate consideration of approvimately $130 bihon (the Wiseless Transaction) The
consideration pard was pnmanly compnsed of cash of approximately $58 R9 billion and Venzon common stock with a 1aluc ot
approximately $61 3 ballion See * Acquisitions and Divestitures™ for additional snformation

In our Wireless business dunng the threr months ended September 30 2014 compared 10 the similar penind 1n 2013, revenue
growth of 7 0% was dnven hy scrvice reyenue growth of 4 §% as the demand for founh-generation (4G) Long-Term Evolution
LTE) rh and tableis Also to the increase in Wireless rev enue was equipment revenue growih of
28 9% dnven by higher sales of under both the sulmd\ model and Venzon Edge At September 30, 2014,
2% higher than at Septemb . 2013 with repesenting 77% of our retail
ng the three months ended

retarl postpad connections we
postpuid phone base at September 30, 2014 compared to 67% at § ber 30, 2013 Also dur
September 30. 2014, pastpard smartphone actinations represented $1% of phones axln ated compared to 85% 1 the sinulat penod
m20l13

Now thal we have substantially completed the deployvment of ow 4G LTE network, we are focusing the capual spending 1 our
Wireless business on adding capacaty and density 10 our exisang 3G LTE network  Our 4G LTE network 1 available 1o
approxamately Y%% of the LS populstion in more than 500 markets and covenng approximately 308 million people, including
thase 1n areas served by our LTE in Rursl Amenca panners Our 4G LTE nctwutk provides higher data thiughput performance tor
d es al lower (ot compaied to those provided via thud-generation 13G) works In May 2014, we announced the
deployment of Advanced Wireless Services (AWS)apectium i ow 4G LTE network This additional bandwidth, which we refer to
as XLTE. provides addiiona!l nctwork capacity and n cumently available 1n more than 400 markeis Neary all of the deviees
Venzon Wireless cunently sclls can operate on XLTE Nearly 79%% of our total data traffic m Sepiember 2014 was camed on our
4G LTE network

On February 13,2014, we itroduced our More Everything ® plans which replaced our Share Everything * plans and provide more
value to var customen These plans, which are available to both new and exnsting postpard customers, featuie dome<tic unhimited
voice minutes unhmited domestic and intemational 1ext. video and picture messaging cloud siorge and a single data atlowance
network As of September 30 2014 More
ing plans
shased data

that can be shaed among moluiple desices connected to the Venzon Wire
Everything accounts represented upproxunately 57%% of our retml postpuié sccounts compated to Share Exel
wepresenting approximately 31% of ous ietail postpard accounts s of September 3¢, 2613 Verzon Wieless offer

plans for busimess, with Muw Everything plans for Small business and the Nationwide Business Duta Packages and Plans
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In vur Wueline business. 1ev enues dechaed 0 8% dunng the three months ended Seprember 30, 2014 compared 1o the similar
pened in 2013 pnmauly due 10 revenue declines in Global Enterpnse Cote and Global Wholesale These decreases were parally
offset by rexenue increases in Consumer retarl dnven by F10S F1OS represented approximately 76% of Consumer setail revenue
dunng the thice moenths ended September 30, 2014 compared to approxamately 71% dunng the simlar penod in 2013 As the
penctration of FLOS products increases, we continue to auk ways Lo Increase naenue and hurther reahize operating und capital
aswell av y As more ap s are des eloped for this high-speed sen ice, we expet that FIOS

will become o hub for m.'m15mp mulliple home s:nuts that wall eventually be part of the digutal gnid, including not just
tert. 1 and o alwons bul alsn mach chine ¢t s such as home monttenng, health monnonng,

energy and utiliues ma ment

We copunue W ennch the customer value propostion and dove investment retums by creating new and 1MNOvalve serviees on
our F10S platform Dunng 2014 Venzon annaunced the introduction ot FIOS Quantum TV which provides 190S TV customers
with new features including the ability 10 record up to 12 shows at ance and conirol hive TV from any 10om i their home This
NCW SEIVICE 15 oW lable everywhere that FIOS TV s oftered With our FIOS Quantum hroadband senvace. residential and small
bustniess customen can achieve symmetncal upluad and download speeds up 10 500 megabytes per second. which we refer 1o as
SpeedMatch =

Also 1n our Wireline business total Glebal Emerpnse and Global Wholesate rexenucs decreased due to dechnes 1n core senvices
pnmanly as a result of fower voice senvices and data networking revenues as well as the contmction of market mics due 10
competition Ta compensate tur the shnnking market for traditional voice service, we contmue to build our Wirclime segment
around data, video and adsanced business sen ices — arcay where demand for rehable high-speed conncctions s growng Dunng
the thirce months ended September 30, 2019 Strategie services revenues totaled $2 1 billion and represented 61%% of total Glabal
Enterpnie revenucs

We are im csting in innavative technotogy hke wircless networks high-speed fiver and cloud services 10 position oursclhves at the
center of growth trends ol the future Dunng the nine months ended Sepiember 30, 2H 4. these mvesiments included capual
expenditures of $12 6 bilhion acquisitions of wircless licenses of $0 3 bullion and of it s and of
$0.2 billion Dunng the mine months ended September 10, 20149, we also completed spectrum license fransactions and, as a sesult,
we recewved proceeds of 24 bilhon Sec “Cash Fluws Used 1n Investing Actinites” and “Acquisitions and Divestitures' for

By investing 10 ow own capabilites, we are also investing in the matkets we sene by providing our commumities with an

eflicsent, reliable i for petng m the We are d to putling our custumers fust and
htlnl, a 1espansible member of our commumiies Guided by this commumcm and by our core values of integnty, respect.
cellence and brity. we believe we ae well d 10 produce a long-tenn retum for our sh

create meaningful wark fon ourselves and provide samething of Lusting valne fon <ocrety

Tiends

We expect the activation of devices on Venzon Edge to ¢ L fy o our tidated g 1mcome and our
Wieless segment operating income As mote customen adopl Venzon Ldgc we expectictail posipaid -\Rl’/\ (the avernge revenue
per account from reta] postpaid accounts) and service revenue 10 contimue 10 be neganvely impacted. and we eapect equipment
and ather res enue to Lonunue 1o be posin cly vmpacted

There have been no sigmificant changes to the information related 1o trends affecung our business that was disclosed n Pars Il
Tiem 7 of vur Annuat Repont on Form 10K (o1 the year ended Decembur 31, 2013, except to the extent descibed sbuve
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natuse that are not included «n
business

In this section, we discuss our overall resulis ot and haghlight stems of a
our segment results We have two reponable segmets Wueless and Wirchine, which we operate and manage as strat
uniy and viganize by products and senvices In “Segment Results of Opetations ™ we eview the performance of ous two repunable

scpments

On February 21, 2014, we completed the acquisition of Vodafone's inducet 45% intenest m Venzon Wieless As a result, our
results reflect vur $5% ownesship of Venzon Witeless thiough the closing of the Wireless Transaction and reflect our tull
awnership of Venzon Wireless tam the closing of the Wireless Transaction through September 30, 2014

Corporate, cluminsiions and ulllu mcludes unallocated corporate expenses such as centain pension and other employce benefit
related costs, recorded in lid , the results of other b such as our L]
uncansolidated businesses, lease finan as well as the histonice] resubte of divedted anr.\lmn( and other adjustmenis and gans
and Josses that are not allocated 10 assessing segment p dug to their p 1 nature Although such transactions
al vluded from the business segment results, they are included 1neponed consohidated carmings Gains and losses that are not
individually sigmiticant are included i all segment results as thesc items are included i the chief operating decision maker's
ascecsmient of segment perfonmance We helicve that this presentauon assists ueers of out financial statements an betier
o results of and tends o penod fo penod  Eflective January 1, 2014, we have a)so re ficd the
sesults of cettam b 5 such as devel stage 1 s that suppont our staicgic imtatives. fom our Wirehine
segment to Corporute, climnations and other The impuct of this reclasaification was not matenal to our condensed consolidated
financial wtatements or our segment results of opemtinns

On July 1, 2014, ow Wircline sepment divested o 3 gic husiness (see and Divestitures™) Accordingly the
Isstancal Wirchine results for these operations, which were not matenal o our d d financial o1 our
segment results of aperations, hay e been reclassified 10 Corporate, eliminations and other to rellect comparable segment operating
results The results ol vperations related to this divestitne included within Compuorate, eliminations and uther are as folluws

Three Munths Ended  Nine Mounthbs Ended

September 30, September 30,
(dollais in mulliuns) 2014 2003 2014 2013
Impact of thvested Operations
Operating revenuces S - §  IST S 25 $ 466
Costaf wesand sales - 142 219 an
Sell neral and admini<iiative capense - 7 H 17
{ Cousolidated Revenues H|
Three Months Ended Nine Months Ended
. Scptember 30, Increase/ September 30, Increase/
{dollars in nulhons) 2014 2013 {Decrease) 2014 2013 {Decrease)
Wireless
Service revenue S IKISG § 17516 8 840 48% § 54421 § S1222 $3099 60%
Equipment and other 1479 28813 96 207 9.776 8,576 1200 1440
Totad 21,835 20399 1436 70 64,197 59.89% 4299 72
Wircline
Mass Markets 4518 4374 141 32 13,464 532 41

3384 353 (155} (3 4) 10313 (336) (32)

Global Wholcsale 2 1631 (79) (48 4713 4.992 279) (56)
Other 125 113 12 106 379 339 40 118
Towal 9.576 9,657 (R1} (0K} 28,869 28912 43) ©1)
Comporate, ehiminations and other 175 223 (3%) (215) 821 675 16 216
Consolidated Revenues $ 31586 S 30279 § 1,307 43 $ 91887 RO485 § 4402 49
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The merease in consohdated revenues dunng the thice and mine months ended September 30, 2014 compared 1o the similur
penodsin 2013 prmanly due to higher revenues at Wireless as well as higher Mass Markets revenucy dnven by FiOS services
al our Wirchine segment Parhially offsctung these increases were lower Global Enemnse and Global Wholesale revenues at our
Wireline segiment

Wircless nues increased S1 4 bilhon or 7 0%, und $4.3 billion or 7 2 espustinely, dunag the three and nine months ended
September 30, 2014 compared 10 the sinular periods i 2013 due (o growth 1a service revenue and equipment and other revenue
The inerease 1n service revenue dunng the three and nine months ended September 30. 2014 comparcd 10 the similar penods
2013 was pnmanly dnven by higher retml postpaid service 1evenue. which iacreased largely a< a result of an mcieasc in retail
postpaid conncetions as welt as the continued ncrcase 1n penctratnn of 4G LTE smartphones and tablets through our More
Everything plans Equipmient and other revenue imcreased dunmg the three and nine months ended Scptember 30, 2014 compricd
10 the umilar penods 1n 2013 pnmanly due 1o an increase in equipment sales. dnven by sales of equipment under bath the
tradional ubsmdy model and \'cm.m Edge Dunng the three and mine months ended Scplember 30, 2014, rtail postpad
c nel add to the similar penods 1 2013 pnmanly due 10 an increase 1n retail postpaid
connection gross additions. partally offset by an increase in our rial posipaid conncetion chum mie Retail postpaid
connections per account Ine d as of September 30 2014 I\ o ber 30, 2013 pnmanly duc 10 the increased
penetration ot tablets

. respectively, dunmg the thice and mine months ended September 30, 2014
compared to the sumilar penods w 2013 primanly as a result of declines in Globa! Enterpnse Core and Global Whaolesale, parially
oflset by higher Mass Market revenues dnven by S sen ices Dunng the nine months ended September 30, 2014, the decredse
n Wirchine's revenues was also partially offset by increased Strategic sen jce revenues within Global Enterpnse

Wielne's revenues decreased 0 8% and 01

Mitss Markels revenues mereased S0 1 billion o1 3 2%, and $0 5 allion or 4 1%, 1espectively, dunng the three and nine monihs
ended September 30. 2014 compared 10 the similar penods an 2013 pnmanly due to the expansion of FIOS services (Voice,
Intemnet and Video), including our F1OS Quantum offenings, 2s well as changes wn our pncing strategies. parually oflset by the
continucd dectine of loval exchange revenues

Global Enterpnse revenues decreased $0 2 billion or 4 4%, and $0 3 billion o1 3.2% sespectively. dunng the three snd nine
months ended September 30, 2014 compared to the similar penods an 2013 pnmanly due to lower voice services and data
netwarking revenues, the contmcuon of market rates due W compention and a decline 18 Core custumer premise equipment
1evenues This decrease dunng the mine months ended September 30 2014 wus partially oflset by mcreases in Strategie services
sevenues, primanly due to increases in our application ser ices. such as our cloud and data center offenngs

Glohal Whaolesale revenues decreased $0 1 brithon or 4 &%, and $8 3 bullion or 5 6%, zespectin ely, dunng the three and nine
montlis ended September 30 2014 compared (o the similar penods an 2013 pnamanly due to a decline 1n waditionsl vorce
revenues and a dechine in demestic wholesale connections, partially ofiset by Ethemet migrations from core customers as well as
continuing demand for highspeed digital data services fom ftiby hecell d their core data cocnits to
Lthemet facilitics

{ Consolidated Operating Expenses ]
Three Months Ended Nine Months Ended

S ber 30, 1 Sep 30, Increase/
(dollars 1in mijlions) 2014 2013 (Decrease) 2014 2013 (Decrease)
Castof services and sales $ 12252 S 10960 $ 1292 IIR% S 582K 5 32825 0§ 2603 7Y%
Selling general and adminisirative expense 8277 £.037 240 3o 24,159 24232 7% 0.3)
Depteciation and amnrtizatian expens 4167 4144 13 n3 12 465 12427 42 03
Consolidated Operating Expenses $ 24696 S 23151 § 1.545 67 § 72152 S 69580 § 2,572 37
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Cost of Senices and Sales

Cost of services and sales increased dunng the three and nine months ended September 30, 2014 coinpared 1o the sumlar penods
wn 2013 prmanly due 10 an increase 1 cosl of equipinent sales of $1 4 billion and $2 7 bilhion, respecuvely, a1 our Wireless
<cgment 95 a resull of an increase i the numbes of devices sold

Seltng, General and Admntsvame Expense

Selling general and admimistrative expense increased dunng the thive months ended September 38, 2014 compared o the sumilac
pertod 1m 2013 prnwnly due to gmns icosded dusing the thard quarter of 2013 reluted 1o the completion of wirless hicense
transactions Patially offsctung this tncrease was a decline o sales commission cxpense ut our Wiseless segment

Sellmg, general and admimisinatis ¢ eapense decreased dunng the mine months ended September 30, 2044 comparcd 10 the simalar
penod 1n 2013 primanly duc to larger gams tecorded dunng 2014 relaed 10 the completion of wircless license transactions, as
compared 10 gains recorded dunng 2013 related to the campletion of wireless license transactions, parially oflset by a pension
remeasuremenl credit recorded dunng 2011

Deprecration und Amottization Expense

Depreciation and amortzation cxpense incicased dunng the three and ninc months ended September 30 20114 companed 1o the
similas pesiods i 2013 prtmanly due to an increase in net depreciable assets at our Wircless scgment

Non-operational Credus

Nen-gperational ciedits included in operating expenses were as follows

Thrce Months Ended  Nine Moaths Ended

September 3, Scptember 30,
(dollars 1n mutlions) 2014 2013 2014 2013
Gain on spectrum license transactions s - 3 278§ 707§ QK
Pension remezsurement - - - 237
Sec Other hems™ for a descnption o non-operational items
Consolidaicd Operating Income and EBITDA
Consolidated camings hefore inlerest, taxes, dep and expenses (C lidated EBITDA} and C

Adjusted EBITDA, which are presented below, are non-GAAP measutes and du not purport To be altematis es to aperaling income
as a measure of upesating pn.rl'onn.mu. M'm.numl:m behieves that these measures are useful 10 investors and other users of our
financaal ki m g op y vn a mose vanable cost basis as they exclude the depreciation and
amortization expense related pnmanly 1o :apnnl expenditures and scquisitions that occuned 1n pror years, us well as in
EBITDA 15 calculated by adding back mterest,
d other ncome and

evaluating operating performance o relanon to our It C
taxes, depreciaion and dmonization expense. equity in eamungs (losses) of unconsohdated busin
(expense), net to pet income

Consohdated Adjusted EBITDA 1s calvulated by excluding the effect of nonwperaiona] tems and the inpact of divested

from 1he of € LBITDA belicves 1hat this measure provides additional relevam
and useful mmformanion to investans und ather users ot our finuncial duta in evaluating the cticent eness o1 vur eperations and
underlying business trends 1w manner that is consistent with H I of businuss perfe Sz “Other
Ttems™ for add detanls deag these P | 1tems

Operating expenses mnclude penvion and benefit related credits andor charges based on acimanal assumptions, tncluding
prujecied discount rates and an cstimated retum on plan assets These estmates will be updated 1 the founh quaner or upon 2
remeasurement ey ent to reflect actual tetum on plan assets and wpdated actuanal p The will be recop

m the income statemens duning the fourth quarier or upon a mcacurement ¢ enl pureeant 10 our accouniing pohey foc the
could result an significant charges or credits to one or more of our

of actuanal g These
pension plans

Dunng the second quarter of 203, we recorded pension remeasurenients in accordance with sur accounting policy 1o recogmize

actuanal gains and lnmx 1n the penod i which they occur Dunng the third quarter of 2013, s a result of the previously recorded
. W d a pension which was not matenal
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It 13 management’s wtent to provade non-GAAP financasl infermation (o enbance the undentanding of Venzon's GAAP financial
tnformation, and «t should be considered by the reader in addinon to but not stead he financial staiements prepared In
accordance with GAAP Fach non-GAAP financial measure 1¢ presenied atong with the comresponding GAAP measure so a» not to
lmply |l|1l mare emphasls should be placed on the non-GAAP measure The non-GAAP financial information presented may be

d or L y by othert

Three Months Ended  Nine Months Ended

September 30, September 30,

idollaes 1n mullionsh 2014 2013 2014 2013
Consulidated Operating Income S GR9G $ 728§ 21,735 5 19,908
Add Depreciation and amortization expense 4167 4154 12465 12,423
Cousohdated EBITDA $ 11057 S 11.282 8 34200 § 3232%
Less Gains on spectiuin hcense transacuons - (278) (707 278)
Leas Pension remeasunement - - - 237)
Less Impact of divested operations - ) (12) 26)
Consolidated Adjusted EBITDA $ 11.057 § 10996 $ 33481 $ 31.787

The changes in the table above dunng the three and nine months ended September 30, 2014 compared 10 the similar penods 1n
2013 were a result of the factors desenbed 1n connection with operaung revenues and eperating expenscs
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[[Other Conselidated Results ]
Equaty in Earmngs (Losves of Unconsolidated B
Cquity 1a camings (losses) of unc lated b sies d sed 50 1 tilhion dunng the three menths ended Scprember 30,

20114, compared o the similar penud an 2013, pnmanly duc e the sale of our interest in Vodalone Omniiel NV (Vodalone
Omnitel) dunng the tirst quaner 012014, which waz pant ol the consideranon for the Wireless Transaction

¥
compared to the simila penod
Umniiel dunng the first quaner of 2414

v 1n eamings (losses) of unconsolidated businesses nercased $t 7 billion dunng the nine manths cnded Scptember 30, 2014,
2013 prunanly due to the gain of £1 9 ballion recorded o the sale ot our interest in Vadafone

Orther Income and (Expense), Net
Additenal information relating to Other income and (expense), net 1 as follows

Three Months Ended ne Months Ended

0, ,
(dollans 1n nilhions) 2014 2013 (Decrease) 1014 2013 (Decrense)
Interest income H 28§ 14§ 14 1000% S 728 4 s 31 7506%
Other, net 1 6 a7 am (829) 43 (%72)  nm
Total s 71 S 20 § 51 nm § (757) § 84 § (841} nm

nm - ot mesnangtul

Other income and (expense), net deczeased dunng the nine months cnded Seprember 30, 2014 comparced 1o the similar penod 1n
2013 prinunly due o net carly debt sedemption coats 01 S8 9 hullion recorded dunng the first quarter of 2014 (see " Other ltems™
Interest Expense

Three Months Ended Nine Months Ended

30, ¢ / Sep 30, Increase/
{dollar 1n nuthonsy 2014 2013 {Decreasc) 2014 2013 (Decreuse)
Total interest costs on debtbalances § 1331 § 748 S S4e TEN S 3057 S 2059 5 LU 833%
Less capuitalized interest costs 16 190 14y 600y 324 553 229y (419
Total § 1288 § 8558 S 700 am § 3033 § 1606 $2027 nom
Avcrage debt outsianding $ 109503 S 56016 $ 107034 8§ 54524
Eftective inlerest rate 49% 3% 49% 53%

nm - not meaningful

Total interest costs on debt balances inureased dunng the three and mine months ended September 20. 2014 compaied to the
stnula penods in 2013 pamanly duc to the issuance of fixed and fMloating rate notes 1o finance the Wircless Transachon (see

Acquistuuns and Divestitures ) resulting in an mercase i average debt and a comesponding increase in inietest eapense,
panially offset by a lower cifective interest rate {sec * Consohidated Finuncial Condition™) Capitalized inferest vonts wese lower
duninp the thice and mine months ended September 10, 2014 compared to the ammular penods i 2013 pumaily due to a decicdse
n wireless licenses that are currently under development
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Provision for Income Taxes

Three Months Faded Nine Munths Ended
September 30, Increase/ September 30, Incresse/
{dollars 1n nuliiena) 2014 2013 (Decrease) 2014 2013 (Decrease)
Provision for income taes S 184 8 1033 3 K0 KOG S S052 0§ 2886 § 2006 751%
Effective income tax rate 329% 15 6% 264% 156%

The eftectin ¢ sncome tax 13te 14 calculated by dividing the prosision for income faxes by ncome before the pravision tor mcome
faxes As a result of the completion of the Wueless Transaction the diffetence m the effectin ¢ income 1ax rifc s conpared 10 the
statutory fedenal income tax e will no longer be significant duc to the inclusion of income within our income before the
provision for income lases thal was previously attnbutsble to Vodafone's noncontrulling interest 1n the Venzon Wireless
pannership Prior 1o the completion of the Wireless Transaction, our annual effectis ¢ income tax 1ate was significantly lower than
the statutory federal income fax rate due to the inclusion of income anabutable 10 Vodafone s noncontrotling snierest 1n the
Venizon Wireless parinership within our income before the pros ision for ncome 1axes. which resulied in our effective income 1ax
tate being 16 1 and 15 4 percentage points lower dunng the thice and mne months ended September 30 2013 respectively

The mcreuse in the provision for income taxes wnd the effecuve incomne tax 1ate dunng the three and mac months ended
Septembes 30,2014 compared (a0 the similar penods i 2013 15 primanly due 10 ncreased income taves on the incremental mcome
ncluded in Venzon's poit-acquisition meome before the provision for income taxes resulting frum the wequisition of Vodafone s
ndirect 45% interest i Venzon Wircless on Febmuary 21,2014 The mercase dunng the nine manths ended September 30, 2014
compared to the simlar pernod in 2013 was parally offsel by the uulization of centain tax credits in the cument penod

Unrecagnized 1a benefits were $1 8 billion a1 September 30, 2014 and $2 | billion at December 31 2031 Interest and penalties
related to unsecogmized 1ax benefits wete $02 illion {afier4ax) and $03 bithon (afierax) at September 30, 2014 and
December 31, 2013 respectively The deaaease in usiccogmized tax henefits way pumanly due to the weselution of issues wath the
Intemal Revenue Service (IRS) mvolving tax years 2007 thiough 2009, partally offset by an increase w unrecognized fax
ben related (o the acguisition ot Vodafone’s indtrect 45% nterest in Venzon Wircless The uncertain fax bencfits related to
the acquisition of Vodafone's miireet 45% interest i Venzon Witeless voncem pre-acquisitien fax controscracs and are the
»ubject of an ind, trom Vod: forwhich a P & 1nd y asset has been b

Venzon and/or ity subsidianes file income tax retums in the US federal junsdiction, and vanous state, Tocal and foreign
Junsdicons As a large taxpayer, we are under audit by the [RS and muluple state and foreign junsdictions lor vanous open tax
years 8 12y and | are ongotng in New York Ciy for 1ax years as cardy as 2000 It s reasonably
possihle that the amount of the hability for unreengnized tax benefits ceuld change by a significant amount 1a the neatl twehe
months An cstimate of the range of the possible change cannot be made until these tax maiters are furthet developed or reselved

I

Net Income Attributable in Norcontrolling I

Three Months Ended Nine Months Ended
September 30, Increase/ September 30, Increase/
(dollats i muillionsy 2014 2013 (Decrease) 2014 2013 (Decrease)

Net mmcome attributable to
$ 9§ 3346 S (A247) (9701% § 2.24R S 9201 ${6953) (756

The decrease 1n Net income atinbutshle 1o aoncantrolling nterests dunng ihie three and nine months ended Sepiember 30, 2014
compared ta the amitar periods in 2013 was pnmanly due 10 the completion of the Wireless Transaction on February 21,2014 As
a gesult, vur results reflect our 55% uwmership of Venzon Waeless thiough the closing of the Wiieless Transacuon and reflect our
full ownership of Venzon Wircless from the closing of the Wireless Tiansaction through S ber 30,2014 The B
mterests that remained afier the complenion of the Wireless Transaction primanly relate 1o warcless pastnership entities
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We have two reponable segments, Wireless and Waiteline, which we operate and manage as strategic husiness umts and orgamize
by pruducts and services We measure and evaluate our wponable segments based on segment operatng tncome The use of
segmunl uperating income 18 Lonvisient with the chief yperating decision muker's assessment of scgment performance

ment EBITDA) which 1s presented helow s 4 non-

Segan camings before mnterest taxes depreciation and amertization (Se

GAAP muasure and does not purpon to be an aliemative to operating come as a measure of op r p M.

believes that this mweasure 1s useful o v estors and other users of vur financial m evaluating op T

on a mare vanahle cost hasis as i1 excludes the dep and nisal 7 related prmauty 1o capial expenditues

g operabng perfonnance in relabon 10 our competitors
231100 CYPENSC 10 SELMEN! VPeIating eeme

and acqmisittons that occumed 13 ping years, o3 well as in evaluat
Segment EBITD: ulated by adding back depreciation and am

Wircless Segment EBITDA <en ree margin, also presented below, 1s calcufated by disading Wircless Segment EBITDA by Wircless
service reventes Wareless Segment EBITDA service margm utilizes service rex enues rather than total venues Service ievenues
pnmanly exclude equipment revenues m onder (o scflect the impact of providing service (o the waeless customer base an an
ongamy basts Wreline EBITDA margun 1s caleulated by dividing Wirchine EBITDA by total Wirehne revenues

33

[Wireless )
Our Wucless segmeni 1¢ pnmanly compnsed of Cellco Pannershup dotng business as Venzon Wireless Cellco Partnership was
tormed 45 4 josnt ventute in Apni 2000 by the combtnation of the U'S wircless operations and interests of Venzon and Vodaone

Pnor to the completzon of the Wircless Transaction, Vetizon owned o controlling §5% intercst in Venzon Wireless and Vodafone
owned the remazming 45% On February 21,2014 the Wireless Transaction was completed and Venzon acquited 100% ownenhip
of Venzon Wircless Venzon Wircless provides wircless conununications services across one of the most extenaive wircless
networks i the United States

We provide these senices and equipment sales o consumer, business and goremment customens 1n the United States on a
postpaid and prepaid basis Posipaid conncctions represent individual lines of sen ice for which a customer s billed in advance a
monthly access charge in retum fos 4 monthly netwerk service allowsne, and nsage beyond the allowances 15 bifted monthly 1n
azcons Our paepaid service enables individuals to obtam wieless services without a long-temm contract or credit venfication by
p g forall services 1 adv

Opcrating Revenues and Selected Operating Staustics

Three Months Fnded Nine Months Ended

(dollars in mullrons, September 10, Increase/ September 30, Increase/
except ARI'A) 2014 2013 (Decrease) 014 2013 (Decrease)
Retail service $1755% S 16,770 § 780 40% § 5209  § 49367 § 2723 55%
Other senace 500 740 60 £1 2331 1,958 376 142

Service fevenue 18 350 17516 §40 45 S4.421 s1,322 109y 60
Lguipment 2480 1924 556 289 6737 5,690 1047 I1R4
Other 999 959 40 42 303y i 153 53

Equipment and vther 3479 2833 S96 207 9,776 8576 1200 140

Total Operating Revenues $ 21,835 S 20399 § 1,436 70 5 64,197 § 59%9% 5 4,299 72

Connections (*000) '

Retai] connections 106,156 101,150 5,006

Retail postpard connections 100103 95188 4918 $2

Net additions in penod ( 000) &

Retasl connections 1.528 1.061 464 437 3.501 2819 682 242

Retad postpard cannections 1516 927 KXo Q1S 3,496 2,545 951 374

Chum Rate
Retuil connections
Retaud postpaid connections

130% 127%
1 00% 097%

Accauni Statistics

Retail pustpaid ARPA $16124 S 15574 § 550 35 S 16021 515284 § 737 48
Retasl postpasd accounts (1000)1* 15435 34972 w3 13
Retai] posipaid connections per

account " 2K2 272 LRI 37

111 As ut end of penod
G Excl: and

Wireless' total operatng rev enues increased by $1 4 bulion or 7 and $4 3 hillion ar 7.2%, respectively, dunng the three and
nne months ended September 30. 2014 compaied to the umilar penads 1 2013 pnmanly as ¢ result of growth w swvice evenue
and equipmenl revenue
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Accaunts and Connections

Retal {non-wholesale) poatpaid sceounts represent retail Lustomers under contract with Venzon Wireless that ate direcily served
and managed by Venizon Wireless and use its branded services Accounts include More Everything plans and corporate sccounts,
us well as legacy ungle connection plans and famuly plans A single account may recesve monthly wireless serices for a vanety of
ctat] connections represent our retarl Lustomer Jevice connections Chum s the rate at which service 1o

connected devices
conncctions is terminated

Retanl conncctions under an account miay include smariphones, basic phones fablets and other Intemnct devices as well as Home
Phone Connect and Home Fusion We expect 10 continug 10 eapenence retail connection growth based on actwork senvice quality
and the sirength of our product offenngs Retail postpind connection net additions increased duning the three and nine months
ended September 30, 2014 compared 1o the similai penad< in 2013 pnmanly due 1o an increase in retal posipaid connection
gross additions. partially offset by an mcrease i our retal postpaid connection chum rate Higher retaid postpard connection gross
additions were dm en by gross additions of tablets as well as sinantphones Dunng the three and nine months ended September 30,
2014, our retail postpard net included tely 1,074 miltion and 2 RSK nullion tablets. respectisly.
as compared 10 244 thousand and R24 thousand tablets, respectively. in the sinular penods in 2013

Retad Postpard Connections per Accovnt

Retail postpard conncctions per account 18 calculated by dividing the total number of retail postpaid connecrions by the number
ot retai] postpard accounts as nl'the end ol the penod Retl pustpaid connec! s per account increased 3 7% as ol Seprember 30,
2014 comnpared 10 Scptember 10, 2013, pnmanly due 10 the increased penctration of tablets

Service Revenue

Service revenue increased by S0 & billion or 4 §%. and $3 1 tallion o1 6 0%, respectively dunng the three and nine months ended
eptember 30, 2014 compared 1o the sumlar peniods m 2013 pnmanly dnven by higher retail postpaid service revenue, which
macssed fargely as a result of an men 1 retail postpard connections as well as the conlinued casc m penciration of 4G
LTE smartphones and tablets thiough owr More Everything plans The penctration of 4G L martphones was daven by the
activation of smartphonces by new customers as well as existing customers migrating fiom basic phones and 3G smanphones to 4G

LTE smartphores

The meicase i retail postpard ARPA which excludes recumng equipment installment billings related to Venzon Ldge dunng
the three and nine month« cnded September 30, 2014 compared to the similar penodsin 2013 pnmanly dnven by increases in
smartphone penetrauan and retail postpaid connections per account As of September 30, 2014, we expenenced a 3.7% inciease in
re1ail postpaid connections per account, compared 1o September 30, 2013, with smanphones representing 77% of our retail
posipatd phone hace as of September 30, 2014 0 67% as of Scptember 30, 201} The increased pencirauon in retail
pustpard connections per account 1s pnimanly due to ncreases i Intemnet data devices, which represented 13 1% ot our retail
postpard base as of ber 30, 2014 compared 16 102% us of Scptember 30, 2013, pnmanly duc to tablet
acuvatons Additonally. dunng the ninc months ended September 30 2014, postpard smartphone activations represented 91% ot
slar penod m 2013

phones acuvated compared (0 RS% 1 the s

Other service revenue increased dunng the three and nine months ended Scptember 30, 2014 compared 1o the similar penods in
2013 duc 10 growth m wholesale connections

Equipment and Other Resenue

Equipment aad other revenue increased dunng the three and tune months ended September 30 2044 compared 10 the similar
pennds in 2013 pnmanly due 10 an increase tn cquipment sales, duven by sales of equipment under both the iadimonal subsidy
model und Venzon Edge

Tuble of Cuntents

Operating Expenses
Three Months Ended Nine Months Ended

September 30, Increase/ September 30, locreuse/
tdollars in millions) 2014 2013 {Decrease) 2014 2013 (Decresse)
Cost of services and sales $ 7043 S 5652 $ 1391 246% $ )%0dl § 17102 § 2,539 148%
Selling. general and sdiministrative expense 5698 5,801 103) (8) 16991 le91s 76 04
Depicciation and amortization expensc 2.139 2,060 79 )R 6307 6113 194 32
Total Operating Expeases S J4R80 S 13513 S 1367 101 $42939 S 40.030 § 2809 70

Cost of Services and Sales

Cost of services and sales increased dunng the three and mine months ended September 30, 2014 comnpared 1 the similar penods
n 2013 pnmanly due to an inercase n cost of equipment sales of $1 4 billion and $2 7 ballion, respectinely, as a result of an
ncrease 1 the pumber ot devices sold The incre for the nine months ended Septembes 30, 2014 was also due 10 an imcrease in
coat of netwurk services. partially offset by a decrease 1n cost of data services and decreased data toannng

Selling General and Adnunistrain e Expense

Sellimg. general snd sdnumistiatin ¢ expense decreused dunig the e months ended September 30. 2014 compased 1o the similas
pennd in 2013 pnmanly due to a dechine of $0 1 billion sn sales commission expense targely dinven by the adopron of Venzon
Fdge

Sefling. gencral and adminisintive expense increased dunng the aine months ended Seprember 30, 2014 comparcd to the similar
pennd in 2013 pnmanly due to higher advertzsing expense and gams recorded in the firsl quanter of 2013 related to wireless
license exchange agreements, partially offset by lower salary expense and a decline of $0 2 billion 1n <ales commission expense

Depreciation and imoirtization Expense
1 ¥ and FiZalion Eapense d durnny the thice and mine months ended September 30, 2019 compaied to the
simular penods i 2013 prumanly dnven by an increase in net deprecsable assets
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Tuble of Cs

Segnient Operuting Income and EBITDA

Three Months Ended Nine Months Ended

September 30, Iacrease/ September 30, lacrease/
tdullars in millions) 2014 2013 (Decrease) 2014 2013 (Decrease)
Segment Opcraung Income S 6955 S 6KRGH 5 69 10% S 21258 § 19768 S 1490 75%
Add Depreciation and

amonizalion expense 2,139 2,000 79 3% 6,307 6,113 194 32
Segment EBITDA $ 9094 § RY46 S 14K 17§ 27565 $25KKL S 16K 65
Sepment operating income margin 31 9% 3iR% 33 1% 330%

Scgment EBITDA service margin 49 5% 511% 507% 50 4%

The changes m the tahle above duning the three and mine months ended Seplember 30, 2014 compared to the similar peneds in
2013 were pnmanly a resuli of the faciors descnibed 1 connection with revenues and

Non-operational stems excluded fiom aur Wireless segment Operating incame were as follows

Three Mogths Ended  Nine Months Eoded

September 30, September 30,
(doltars 0 millians) 2014 2013 2014 2013
Gain on spectnam heense (mnsactions S - s 278 5 707 § 2Rk

Tahbie of Contents

[Wiretine ]

Our Wirclme segimeat provides voice, data and video communications products and enh. d serices Tud
and data. corporate nctworking solutions, data center and cloud sensues, secunty and managed network services and local
s well as 10 comen,

vider
and Jong distance voice servaces We proa ide these products and senvices Lo consumers in the United Stat
businesses and gor cmment customers both in the United States and 1n over 150 other countres around the wotld

On July 1,2014, our Wirchine sugment divested & trategic business (see “Acg and Di ") Accordingly, the
histonical Wirehine tesults for these aperatians have been reclassificd to Corporate, ehimmauions and other to reflect comparable
segment operating resultn

Operating Revenues and Selected Operating Statistics

Three Months Ended Ninc Moaths Ended
3, Sep ber 30, Increase/

(dollar 10 millions) 2014 2011 (Decrease) 2014 2013 (Decrease)

Consumer reta) $ 3802 § 3735 § 167 45% S 11606 311020 § SRG 5%

Small business 613 639 (26) 4N 1 BSK 1912 (54) (28)
Mass Markets 4515 4,374 141 32 13404 12,932 532 a1

Strategic services 2065 2,048 20 o 6214 6,059 155 28

Core 1,491 U718y (1N 4,099 4,590 101y don
Glohal Entempnse 1384 3,519 {1551 4) 10313 10,649 (336 (12)
Glohal Wholesale 1582 1,631 (795 (4%) 4713 4992 Q7% (56)
Oth 125 113 12 106 379 339 N 11s
‘Total Operatng Revenucs $ 9576 8 9657 S (KI) (0K) § IKBGY S 2912 § 43} (0 1)
Connections {*000). '1
Total veace connections 20089 21457 (1368) (6 4)
Toal Broadhand connections 9.146 R995 151 17
Fi08 Intemet subscubers 6471 5940 525 LR
F108 Video subscnbens 5.833 5070 03 70

™ Asofend of peniod

Wirehie's revenues decreased 0 8% and 0 1%, respectively. dunng the three and une months ended Seprember 30, 2014
compared to the simlar penods n 2013 primanly as a result of declines in Global Enterpnse Core and Global Wholesale. parually
offset hy higher Consumer retand revenues dmven by FiDS services Dunng the nine months ended September 30, 2014, the
decrease in Wareline's revenues was also partially offict by increased Strategac services revenues wathin Global Enterpnse

Muass Markets

Mass Markets operations provide broadband services (meluding high-speed [ntemet, FIOS Intumet and FIUS Video seniees).
lacal exchange thastc service and end-user access) and long distance (meluding 1epianal wll) voice services to residential and
small business subscnbers

Mass Markets revenues increased $0 1 hiilion or 3 2%, and $0 5 billion or 4 1%, respectively, dunng the three and nine months
ended September 30. 2014 compared to the sinnlar penods in 2013 pamanly due to the expansion of FIOS services (Vo
Internet and Video). including our FiOS Quantum offerings, as well as changes 1n our pricing strategics, parually offset by the
contmued dechine of local exchange tevenues FIOS 1epresented apprximately 76% and 75%. respecuvely. of Consumer retarl
revenue dunug the three and mine months endud Sep 3, 2004, pared to ly 71% und 70%, respectively,
dunng the sumila penods in 2013
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Swnce Octobar 1, 2013 we grew our subscnber base by 05 millien FiOS Intemet subscrby d 04 milon FIOS Video

hers, while also ¢ 7 7 rates withan our FIOS service arcas As of September 30. 2014, we
achieved penciration rates of 40 and 35 fur F108 Intemet and F10S Video, respechively compared to penetration mates of
29 254 and 34 9% for F1OS lutemet and FiOS Video, reapectively, as of Seplember 20, 2013

The increase 1n Mass Markets revenues was partiably offct by the dechine of tocal exchange revenues This dechine was pnmanly
due to 3 5 9% Jechine i Consumer retail vowe conncctions resulting pnmanly rem compention and technology substution
with wireless, and competing voice exver II', bmadband and le senieec Toial voice conncchions include tradiional switched
Iimes i rervic F1US digital voiee onnections Theie was also a declme an Small business retanl vorce
connechions, phn mpentian and & shift to both 1I° and fugh-speed cucuts

Globul Enterprise

¢ products and sol , advanced
customers. mulunational corparations and state and fedeal

races including netwol
~ (o medium and large hu

Global Enterpnse ofte
other coie communications
govemment customers '

s Strategic
senvt

Global Enterprise sevenues decreased $0 2 billion or 4 4%, and $0 3 billion or 3 2%, respectively. dunng the three and nine
months ended September 20, 2014 compared to the similar penods 1 2013 pnmanly due to a dechne of 30 | halhon or 11 9%,
and 50 4 tullion or 11 5%, respecuvely, related 1o lower vo ervices and data petworking revenues, which consist of tradional
cirvuit-hased services such 8y frame relay pnvate line and legacy voice and dala services These core services dechined compared
1o the sumilat penods in 2013 as our customer base confinued (o migrate o nexi generation IP senvices Also contnbuting to the
deurease was the contraction of market rates due to competition and a decline i Cote customer prenuse equipment revenues The
decrease dunng the ninc manths cnded September 30 2014 compared to the sinular penod in 2013 was parially otfsel by sn
Increase 1n Swrategrc scrvices revenues of $0 2 billion, o1 2 6%, prmunly duc 1o Icrcascs m our application scrvices, such as our
cloud and data center offenngs

Global Wholesale

Global Wholesale prosides communications sen ices including , vatee and local dial 10n¢ and boadband services pnmanly
10 local, ieng distance and other camers that vae our facilities to provide senaces to their customers

Global Wholessle revenues decreased $0 1 billion or 4 8% and $0.3 ballion o1 5 6%, tespecunely. dunuy the ttuee snd mne
months ended September 30 2013 compared 10 the similar penads an 2013 pnmanly due 10 a decline in taditionst voice
revenues and a 6 545 dechne m domestic wholesal as of Sep ber 30 2018 compared to September 30,2013 The

traditional voice sevenue deelines are pnmanly doe to o decrease in minutes of use and the eftect of technelogy substitution Also
coninbuting 1o the dechine 1n voice revenues 1s the contmuing contraction of market rates due to competiion Partally offsert
the overall decrease 1o wholesale revenues were Ethemet from core ax well as 2 demand o1 high-

speed dignal data services from fiberta-the<ell cusiomen upgrading their core data circuits 10 Ethemet facibilies As a result of
the customer migrations, at September 30, 2014, the number of cure data Gty expenenced 4 13 7% decline compated 10
September 10,2013

Operaung Eapenses
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Cost of Services and Sales

Duning the thiee manths ended Scptember 30, 2014. Cost of senices and sales decreased compared 10 the sumlar penod 10 2013
pamanly due 10 a decrease in employee costs and a dechne in access costs, doven by dechines 1o overall wholesale long distance
volumes which were partially offset by an mercase in content cast< of $0 1 billien associated with continued FIOS subscnber
growth and progral g huense fee incrcases

ed compaed 1o the simifas peniod o 2013
growth and p
nes in oy erall wholesale long

Dunng the nime months ended Septemba 30 2014 Cost of services and sales incre
pnmanly duc 1o an increase in content costs of SO 3 billion associated with connnued FIOS
heense lee incieases. partially oftset by a dechne in amployee costs and access costs, diven by dev
distance volumes

Selling, General and Administirative Lapense

Dunng the three monihs ended Sepiember 30, 2014, Seliing general and adnunistrative expenae was consistent with the samlar
penod 1 2013 Dunng the minc months ended September 30, 2014, Sclling, general and administmtive expense decreased
compared to the simitas penod in 2013 prmanly due to dechiies i employee costs, pnmatily as a result of lower headcount This
decrease was partially offse1 by higher regulatory expenses

Deprecrasion und Amortizasion Expense
Dunng the three and mine months ended Sepiember 30. 2014, Depreciation and amonization expense decreased compaied 10 the
simitar penods in 2013 pnmanly due 1o a decrease i net depreciable assets

Sepment Operating Income and EBITDA

Three Months Ended Nine Months Ended
September 30, Increase/ Scptember 30, Increase/
{dollars in nullions) 2014 2013 (Decrease) 2014 2013 (Decrease)
§ 28 s 147 8 7% S31% § 619§ 26 S 403 am

Segment Operating Income
Add Depreciation and
amartization expence 1978 2074 96) (4 6) 0,016 0,254 (238) (3Rf%

Segment EBITDA $ 2203 § 2221 0§ (I18) (0¥ $ 6,635 5 6470 S 165 20

% 07%

ug income margin 23%

Segment npel
BITDA margin 23 0%

Sepment

nm - pot meaning lul

The changes in the table above dunng the three and ninc months ended September 30, 2014 compared (0 the sumlar penads in
2013 were prmanly a resalt of the factors descnbed 1n conneetion with operiing revenues and operating expenses

Nun-operational items excluded trom our Wireline segment Operating income were Ja follows

Threc Months Ended  Nine Months Eaded

pY . i 2
Three -IonIIu Fnded Nine l.lnnlln Ended September 30, September 30,
Septeaber 30, el Scptember 30, Increase/
tdotlars i muthons) 2014 2013 2014 2013
{dotlar< in nuliions) 2014 2013 ase) 2014 2013 (Decrease) i o d ol . 3 s 3 s e
: Y " B
Cost oF scrvices and sales § 5325 5 s.5a2 W03%% § 16006 § 15925 § K 05% ipact ol divested apertions A =
Selling gencral and adtmnistRUve expense 2048 2,094 @2 6228 2891 (44) 40
Thepreciation and amorti zatiun eapense 1978 2074 @n) 6o 23K) (3 §)
Tatal Operating Expenses 5 9351 § 9510 (17) 328250 § 28696 $(446) 116)
9
41
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[[Gain on Spectrum Licease Transactions ]

During the second quarter ot 2013, we completed license exchange ransactions with T-Mobile USA Inc (T-Mobile USA) to
exchange certain AWS and Personal Communicatton Services (PCS) hicenses “The exchange meluded v number of swaps that we
expect will resull in more efficrent use of the AWS and PCS bands As a sesult of these exchanges. we recerved S0 9 billion of AWS
and PCS spectrum heenses at fair value and we recorded an immatenal gain

Dunng the second guanter of 2014, we compleled 1ransachions pursuant 1o (wo additional agreements with T-Mobite USA with
respect 10 out emamng 700 MH2 A blodk speetum licenses Under one agreement, wa sold certam of these ficenses to T-Maobife
USA n exchange for cash considerauion of approximately $2 4 bilhion, and under the second agreement we eachanged the
remainder of our 700 MHz A block spectrum heenses as well as AWS and PCS spectrum heenses for AWS and PCS spuctium
licenses As a resull, we recerved §1 6 billion of AWS and PCS spectrum licenses at fan value and we recorded a predtax pain ol
general and adimnistirative expense on our condensed consohdated statement of income lor

approximately $0 7 hallion m Selh
the nine monihs ended September 30, 2014

Dunag the third quaner of 2013, afies tecenng the required regulatory appmals, Venzon Wircless sold 19 lower 700 MHz B
block spectium hicenses (o ATAT Ine (AT&T) o ange for a payment of $1 9 billion and the transfer by AT&T to Venzon
Waeless of AWS (10 MI12) licenses in certan mar n the westem United States Vienzon Wiretess also seld cenain lower 700
MIlz B black spectram licenses to an investment firm for a payment of $0 2 billion As a result. we recerved $0 S billion of AWS
hicenses at fr value and we reorded a pretax gam of approaimately 30 3 billion 1n Sctlmg, general and admintstrative expense
on out condensed consolidated statements of sncome for the three and ame months ended Seplember 30,2013

The Consolidated Adpusied FBITDA non-GAAP measure presenied in the Consnlidated Operatng Income and FBITDA
nsohidated Results of Operations™} excludes the gan un the spectrum license transactions described ahove

discusaion {Sze (.

[[Wireless Transaction Costs ]

<action, we incuimred interest expense of $0 4

As a1esult of the third-pany indebtedness incurred o finance the Waeless Tra
bullion dunng the nsne months ended Septenber 30, 2014 (see Consolidated Finanial Condition™) and $0 1 billion duning the
nine manths ended Scplember 20 2013

These amounts represent only the interest expense incurred prior o the clusing of the Waseless Transaction

[ 1mpact of Divested Operations ]

On July 1, 2014, we sold s non-sirategic Wirehine business, which provides communications solutions 1o a vanety of govemment
agencics

Me Coasvhidated Adjusted EBITDA non-GAAP measure presented in the Consolidated Openung Income and EBITDA
discussion (See € hdated Results of Op ") excludes the historaal financial results of the dinvested oper:
descnbed above

[[Gain on Sale ol Ommtel Interest ]
As 3 result of the sale of the Omanel Interest on Fobruary 25 2014, which was part of the consideiation the Wircless
d b X o our J d

Tramaction we recorded a gain of $19 billion i Equity i camings (losses) of
consohidaied siatement of income for the nine months cnded September 30, 2014

1y Debt Redemption Costs |
Dunng March 2014, we recarded net debt redemption costs of $0 9 billton in with the carly redemp of $125
bilhon aggregate prencipal amount of Cellco Pantnership and Venzon Wircless Capital LLC X $0% Notes due 2018, and the
purchase of the following notes pursuant to  tender offer {the Tender Offer) $0 7 billion of the then outstanding §1 5 bilhon
aggregate prnapal amount of Venzon 6 10% Notes due 2018, S04 billion of the then ding $15 ballion

princpal amount of Verzon § 50%% Notes due 2018, $0 6 hitlion of the then outsianding $1 3 billion aggregate prncipal amount
of Venzon K 75%
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Notes due 2018, $0 7 billion of the then outstanding $1 25 billion aggiegate principal amount of Venzon § $5% Notes duc 2016,
$04 mlhon of the then outstanding $0 75 bilhon aggre prmcipal amount of Venzon 5 $0%: Notes due 2017. $0 6 hillion of
the then outstanding $1 0 billion aggregate principat amount of Celico Parinership and Venzon Wircless Capital LLC 8 $0%
Notes due 2018, 502 bilhon of the then oustanding $0 3 billion regate principal amount of Alltel Corporation 7 00
Debentures due 2016 and $0 3 hllion of the then outstanding $0 6 billion aggregate pnocipal amount of GTE Comporation 6 83%

Dehentures due 2018

[Pension Remeasurement ]

Dunng the thiee and six months ended June 30, 2013, we iccorded net predax pension remeasurement credis of approximately
$0.2 hrllion. 1n accondance with our accounting policy to recognize actuanal gains and losses in the penod m which they occur
The pension remeasurement credits relate 1o aettlements for employecs who received lump-sum distnbutions The credits were
pnmanly driven by an approaimately 75 basis point increase m out discount fate sssumplion used 10 determune the cumrent year
fisbilities of one of our penaion plans The change 10 discount rate resulted sn a gain of $0 3 hillion panially offset by a loss
resulting from the difference between our expected retum on assels assumplion of 7 5% at December 31. 2012 and our annualized
actual retum on asscts of 7 2% at June 30 2013, as well as other losses (30 | billion) Our weighted-average discount rate
% a1 December 31 2012 10 8 0% ai Junc 30,2013

assumption mcreased flom & 2

The Consolidated Adjusted EBITDA non-GAAP measure piesented in the Consohduted Operating Income and EBITDA
discussion (Sce “Consolidatud Results of Opuations™) excludes the pension emeasurement descnbed above
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Nine Months Ended
September 30,
(dollaes in millions) 2014 2013 Change
Cash Flows Provided By (Used In)
Operating activities § 21157 § 2RIMT § (5230)
Inveshing activaties 110430} (10.023) (107}
Financing activities {89,037) 35253 (94290)
Increase (Decrease) In Cash and Cash Equivalents $ (46310} § 53617 $ ($9.927)

repay extemal pay
y. fiom extemnal

We use the net cash generted from vur operanons to fund netwnrk exy and
dividends and invest in new businesses Our sources of funds, pumanty fiom operatsons and. 1o the extent ned
financing amangements, are <ufficient 1o meet ongoang operating and investing requirements The cash portion of the purchase

pnce for the Wireless Transaction was prnmanly funded by the of thirdparty snd s (tee “Acg) and
Divestitures™) We expect that out caputal spending requisements will continue (o be financed pnmanly through intemally
genetated funds Debt o1 cquity finanuang may be needed to fund or d ActA Hies o to mawain

an appropnate capital structure to ensure our financia) flexibility Our cash and cash equivalents are pnmanly held domesucally
prncipal and hyuidity Accordingly. we do not have significant exposwse o

tn diversified accounts and are invested o mainta
" for additronal information regarding our foreign cumrency nsk management

foreign cumrency fluctuations See “Market Rasl
sirategies

Our available extemal financing ammangements include credit availuble under credit facilitses and other bank lines of credit, vendor
financing amangements issuances of registered debt or equity secunties and privately placed capial market secunties We may
also wssue shortterm debi through an active commereral paper program and have an $8 millwn credat facility to suppon such
commercial paper 1ssuances

Cash Flows Provided By Operanng Activities ]

Our pnmary svurce of funds continues 1o be cash generated from operations pnmanly from our Wireless segment Net cash
provided by operating activities dunng the ninc menths ended September 0. 2014 decreased by $5 2 bullion compared 1o the
similas penod m 2013 pnmanty due to a $3 2 hillion increase in 1ncome tax payments due 1o the incremental income included in
Venzon's income since the clossng of the Wireless Transaction and the impact of bonua deprecistion recorded n 2013 Also
contubuning 1o the decrease was a $2 5 bullion imctease 1n interest paymenrs primanly duc to the incremental debt aeeded o fund
the Wireless Transaction as well asa $1 $ billion increase in pension contnbutions The dechine was parially oflset by an increase
n camings 1 our Wircless scgment

On Februany 21, 2014, we completed the acquisition of Vodafone's indirect 15% interest in Verizon Wireless which among other
benefits discusced herean. aleo provides us full access 10 the cash flows of Venzon Wireless Having full access (o all the cash flous
from ot wicless busimess gines us the abihty 1o continue to nvest m our setworks and spectium. meet evolvang customer
sequirements for products and senvices and lake adv antage of new growth opporiumitics acruss our haes of business

We de not expect to make any matenal employer contnbunions te our yuahfied pension plans in the tourth quanerof 2014

{ Cash Flows Used 1n Investing Activitics ]

Caputal Expendstures

Capital cxpenditures continue to be our prumary usc of capital resources ss they faalitate the introduction of nuw products and
serviees, enhance resp eness W p chailenges and icrease the apermung efficiency and productinity of om
netwotks
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Capnal expenditures. including capualized softwase, were as follows

Nine Months Ended

September 30,
tdollars in milliens) 2014 2013
Wireless $ 7808 $ 6720
Wireline 4194 4467
Uiher 622 620
§ 12,624 $ 11807

Total as a percentuge of revenue 134% 13.2%

‘The ancrease 10 capital expenditeres dunng the nne months ended Scptember 30. 2014 compared (o the similar penod 1n 2013
was pnmanly duc to mvestmients 1w increase the capacity ot our 4G LTE netwurk partially oflset by lower capital expenditures at
Wirehne as a result of ds sed lep: d nts

Acquisiions
In Februury 2014, Venzon acquired & business dedicated 1o the development of [P 1elev tsian for cash consideration that was not
sigmificant

Iuspositrons
Dunng the nine months ended September 30. 2014, we 1eceved proceeds of $2 3 hilhon related 1o spectrum hcense uansactons
and $01 hillion selated to the dispiition of a nonstratepie business See ' Acquisitions and Divestinures™ for addivonal
snformauon

[[Cash Flows Provided By (Used In) Financing Activities ]

We seeh 10 mamtain a aun of fixed and vanable rute debt (0 lower b g costs witlin ble nsk ters and to

protect agamst eamings and cash ilow volaubty resulung ffom changes in markel conditions Dunny the ninc months ended
September 30, 2014 and 2013, net cash prnvided by (used 1n) financing actinmites was $(59 0) bilhion and $35 2 mllion,
respectively The change in cash flows used n financing actnities dunng the mac months ended September 30, 2014 as compared
10 the simiar penod 1n 2013 was pnmanly dnven by the use of S5& X9 billion as pan of the considesation for the Wircless
T Sec “Acq und [ " for addimwenal

Dunng Febmuary 2014, we 1ssued €1 75 billion aggregate principal amount of 2 375% Notes due 2022, €1 25 billion aggregate
puncipal amount of 3 25% Notes duc 2026 snd £0 §5 billion aggregate pnncipal amount of 4 75% Notes due 2034 The 1ssuance
of these Notes resulted mn cash proceeds of approximately $5 & billian, net of discounts and 1ssuance costs The net procecds were
used. 1n pan. 1o finance the Wieless Transaction Net proceeds not used 1o linance the Witeless Transaction were used for genenal
corporate purposes Also, dunng February 2014, we 1ssucd $0 5 billion aggregate pnncipal amount of § 90% Notes due 2054
resulting 1n cash proceeds of approximately $0 5 billion. net of discounts and 1ssuance costs The net proceeds were used for

general corporate purposes
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On March 10, 2014 we announced the commencement of the Teades Offer to purchase for cash any and all of the seqies of nutes
histed 1n the following tabte

Principal Principal

Interest Amount  Purchase Ameunt

{dollars in milliens, except for Purchase Pnce) Maturity € Price'® P d
Venzon Communecatsons 2018 S 1500 S 117007 S 4R
2018 1.500 1.146 91 763

2018 1,300 128835 S04

2016 1250 1093 62 652

207 750 113322 153

Celleo Pannership and Venzon Wireless Capital LLC 850% 2018 1.000 127963 619
Alltel Corporation 700% 2016 300 1,12526 157
GTE Corporatton 684% 2018 600 L1196 85 266
s 4122

‘" Per $1,000 puncipal amount of notes

The Tender Offer for each seres of notes was subject to a financing condition, which was either sanieficd or wan ed with respect to
all scues The Tender Ofter expired on Maich 17 2014 and settled on March 19, 2014 In addinon 1o the puichase puce. any
scerued and unpaid interest on the puichased notes wus pwd 10 the daie of purchase During March 2014, we revorded catly debt
redemption costs in connection with the Tender Offer (see “Easly Debt Redemption™)

Dunng March 2014, we 1ssucd $4 § billion apgregate pancipal amount of fixed and floating raie notes resulung in cash proceeds
af appraximately $4 S billion, net of discounts and issuance cosis The d of the foll g $035 balhon
aggregate pnnapal amount Floaung Rate Notes due 2019 that bear interest at & rate equal 1o three-month LIBOR plus 00 7
which rie will be resel quarterly, $0.5 hillion aggrogate prncipal amount af 2 55% Notes due 2019, $1 0 billion aggregate
pnncipsl amount of 3 45% Notes due 2021 $1.25 tillion aggregate prnapal amount of 4 15% Notes due 2024 and $1 25 billson
aggregate pnncipal amount of 5 05% Notes due 2034 Dunnyg Maich 2014, the net proceeds were used to purchuse notes in the
Tender Offer descnbed above

Dunng March 2014, Venzon Wireless redeemed $1 25 billion sggregate pracipal amount of the Celleo Partnenship and Venzon
Wireless Capnial LLC 8 50% Nutes due 2018 a1 127 1 {1he prncipal amount of such notes, plus accrued and unpaid 1nterest
(sce ‘Early Debt Redemption *) Alxo, dunng March 2014, $1 0 billion of LIBOR plus 0 61%% Venzon Communications Notex and
31 S hillion of 1 95% Venzon Communicauions Notes matured and were repaid

Duning September 2014, we issued $0 9 billion aggregate pncipal smount of 4 8% Notes due 2044 The issuance of these Notes
resulted in cash proceeds of approximately $0 ¥ billion, ner of discounts and issuance costs The net proceeds were used for
general corporate purposes Also, dunng September 2014, we redeemed S0 8§ bithon aggregate pancipal amount of A enzon 1.25%
Notes due November 2014 and recorded an unmatenal amount of early debt redemption costs

On Octoher 22, 2014, we sold $6 5 billion aggregate principal amount of fixed rate notes, which are expected to setile on
October 29, 2014 We expect to receive cash proceeds of approximately $6 425 billion. net of discounts and issuance costs and
after reimbursement of cenan expenses The sale consisted of the (ollowing $1 5 hilhon apggregate pnncipal amount of 3 00%
Notes due 2021, 32 § billion apgicgate pnncipal amount of 3 $0% Notes due 2024 and $2 § billion aggregate principal amount
of 4 40% Notes duc 2034. The net procecds fiom the offenng will be used to redeem (1) n whole the following series of
outstanding notes which haic been called for carly wedemption in November 2014, Venzon 4 90% Notes due 2015, Venzon
5 55% Notes due 2016, Venzon 3 00% Notes due 2016, Venzon § 50% Notes due 2017, Venzon & 75% Notes due 2018, Alltel
Comoration 7 00% Debentures due 2016 and Cellco Pannenstup and Venzon Wareless Capital LLC 8 50% Notes due 2018 and
(1) 81 0 bilhon aggregate pnncipal amount of Venzon 2 50% Notes due 2016 Any proceeds not used (or the redemption of these
notes will be used for gencral coporate purposes
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Venzon may continue to acquire debt secunuies iued by Venzon and s affiliates mn the future through open market purchases.
pnvately negottated h offers or oth upon such temms and at such prces as Venzon may
from time te ume detemune for cash or other consideration

tender offers,

Muay Exchange Offer
On May 29, 2014, we announced the commencenient af a prvate exchange offer (the May Exchange Offer) to exchange up 1o all
Celleo Pastuurshiup and Venzon Wircless Capital LLC £0 6 bilton outstandiyg aggregate pacipal amount of R 875% Notes due
2018 (the 2018 Old Notes) for Venzon s new sterhing-denomunated Notes due 2024 (the New Notes) and an amount of cash This
hange offer has heen d for as a mod, of debt In n with the May Exchange Offer. which expized on
Junc 25 2014, we issued £0 7 billon aggregate prnupal of New Notes and made a cash payment of £22 milhon i exchange for
£0 6 billivn aggregate prinuapal amount of tendered 2018 Old Notes The New Notes bear interest at a mte of 4 073% per annum

Concurrent with the issuance of the New Notes we enfered into cross cumency swaps fo fix our future inferest and pancipal

paymentsn U'S dollans (see 'Muiket Rusl

July Exchange Offers
On July 23, 2014, we announced the commencement of eleven separate puvate offts to exchange ahe July Exchange Offers)
spectfied senes of outstanding Notes 1ssued by Venzon and Alltel Corporation teollectively the Old Notes) for new Notes 10 be
1ssued by Venzon The July Exchange Oflens have been accounted for as a madification ot debt On August 21 2014, Venzon
issued $3 3 bullion aggregate prncipal amount of 2 625%% Notes due 2020 (the 2020 New Nates), $4 5 hillion aggregate principal
amounl of 4 862% Notes duc 2046 ithe 2046 New Notesy and $5 & billion aggregate prncipal amount of § 012% Notes due 2054
054 New Nates) in satisfaction of the exchange offer consideration un tendered Old Notes (ot including avoued and unpaid
st on the Old Notes) The lollowing tables list the senes of Old Notes included 1 the July Exchange Oflers and the puncipal
amount of each such seoes accepiud by Venzon forexchange

The 1able belaw hists the <enes of Old Notes included i the July Exchange Offers torthe 2020 New Notes

FPrincipal
Amount
Principal  Aceepted
Intcrest Ameunt For
(dollars in nullions) Rate  Maturity  Outstunding  Exchange
Venzon Communications 365Y 2018 S 4750 8 2,052
250% 2016 4280 1,068
3 320

The table below lists the senes of Old Notes included in the July Exchange Offers for the 2046 New Notes
Principal
Amount
Prncipal  Accepted
Interest Amount For
{dollars in mulions) Rate  Maturiny ( ing Exchange
Veuzon Communications 640% 2031 § 6000 § 1645
2030 2000 794
2030 1000 S20
2032 400 149
Alltel Corporation TR75% 2032 700 248
6 R1% 2029 300 65

§ 3421
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The table below hists the senes of Old Notes included in the July Exchange Offers for the 2054 New Notes

Principal

Ameunt

Principal  Accepled

Interest Amount For

tdollars 1n miflions) Rate  Maturity  Qutstanding Exchange
Venzon Communications 2043 § 15000 § 42330
2038 1,750 -

2038 1250 -

s 4330

Term Loan Agreoment

Dunng February 2014, we drew $6 6 ballion pursuant te a 1erm loan agrecment with a group of majer financial insttutions to
tinance, in pan. the Wireless Transaction $3 3 ballion of the loans under the term loan agrecment had & matunty of three years (the
3-Year Loans) and $3 3 brilion of the foans undet the team loan agicement had & matunity of five years (the S-Year Loans) The §-
Year Loans prn ide for the partial amortization of pnncipal dunng the Jast two years that they are outstanding Loans under the
temm Joan agreement bear micrest a1 floaung rates The fenm loan agreement contains cenain negative covenants, including a
negative pledge cavenant, a merger or sumilar transaciton covenant and an accounting changes covenant aifinmnative covenants
and events of detault that are cus v for an grade credit rating In addition the tenm loan
agreement Igquires us 10 matntain a leverage mhio fas defined in the tenm loan agrecment) not an excess of 3 $0 1 00 unul our
credst ratings are cqual fe or ligher than A3 and A- &t Moody s Investors Senvice and Standard & Poor's Ratings Senices,
respectinely

m cash procceds of

Dunng Junc 2004 we nsued $3 3 billion aggregate pancipal amount of fixed and foating rate note< resufun,
approuimately §3 3 billion, net of discounts and 1ssuance costs The 1ssuances consisted of the following $1 3 bilhon apgregate
prnaipal amuunt of Floaung Rate Notes duc 2017 that will bear anferest at a nite equal to three-month LIBOR plus 0 40% wiich
will be reset quanterly and $2 0 billion aggregate principal amount of | 35% Notes duc 2017 We used the net proceeds from the
offenng of these notes in repay the 3-Year Loans va June 12,2014

Dunng July 2014, we amended the teim loan agreement. senlted the outstanding $3 3 billien of S-Year Loans and borrowed
$3 3 hifhion of new Joans The new loans matuie n July 2019, hear interest at a fuwes interest rate and require lower amortization
paymentsin 2017 and 2015 In conncchion with the trnsachion, which pnmanly scttied on a net basis, we recorded approximately
$0 5 tallion of proceeds from lung -t s of long-tum bomewings, respoctively

gs und of i

Other Credit Facihuies

On July 31,2014, we amended ow $6 2 billion credit fucihty 10 increase the avinlability to $X 0 billion and extend the matunty to
July 31, 201R At the same time. we teaninated our $2 0 bilhion 364day revolving credit agreemient. As of September 30 2014,
the unused bormowang capacity under this credst faciliny was approximately $7 9 bilhon

Early I bt Redemption
Dunng Mirch 2014, we recorded net debt redempuion comts of $0 9 hillion in connectton with the carly sedemption of §1 25
llion aggregate pancipal amount of Cellco Parnership and Venzon Wireless Capital LLC 8 $0% Notes due 201K, and the
purchase of the following notes pursuznt 1o the Tender Offer SO 7 baltion of the then outstanding $1 § billion aggrepate pnncipal
amount of Venzan 6 10% Notcs duc 2015, S0 K hiltwn of the then ! §1 5 Wilion pancipal amonnt of
Venzon 5 50% Nutes due 2018. $0 6 bilhon of the then outstanding $1 3 bilhon aggregate principal smount of Venzon 8 75%
Notes due 2018 $0 7 bilhon of the then $125 illion pancipal amount of Venzon 5 §5% Notes due 2016,
$¢ 4 billion of the then outstanding $0 75 biihion a gate pnncipal amount of Venzon 5 50% Notes due 2017, $0 6 billion of
the then autstanding $10 billion aggregate prncipal amount of Celleo Partnerhap and Venzon Wircless Capital LLC § 50
Notes due 2018, $02 bilhon of the then outstanding $0 3 billion apgregate prmcipal amount of Alltel Corporation 7 00
ebentures due 2016 and SO 3 billion of the then ouistanding $0 6 Mllion aggregate prnctpal amount of GTE Corporation 6 34%
Debentures due 2018
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Cther, net

The change in Other net financing acus sues dunng the mine months ended September 30, 2014 compared to the similar period 1n
2013 was pnmanly dnven by a declie in tax distivbutions to Vodafone putsuant w the Celleo Partnership agreement As a result
of the compleuon of the Wi s Transaction. the final 1wx distubution was made an the sccond quarter of 2044 Parmally
offscthing the dechne 1 tax distnbunions to Vodutone were net eady debt redemption costs of S0 2 ballion

Dividends

As 1n pnor penods, dividend pay were 8 sig use of capial During the third quarter of 2014, Venzon's
Board of Directors increased our quanerly dividend payments by 3 K% o § §5 per share troin $ 53 per share i the same penod m
2013 This 1s the erghth consecstive year that the Board hay approved a quanerly dividend increase

Dunag the mine months ended September 30, 2014, we paid $57 bulion in cash dividends Dunng the nine monthe ended
September 30. 201X we paid $4 4 hithon 1o cash divadends The inciease in cush dividends 1s pnmanly due to the issuance of
approxtmately 1.27 bilhon shates of Venzon commion stock as pant of the consideration paid o complete the Wireless
Transaction

Common stock has been used from ime to time to satisfy some of the funding: of etnployee and sh plans.
including 8 1 million common shaies 1ssucd from Treasury siock dunng the mine months ended September 30, 2014, which had an
aggregate value of$0 4 bilhon

Special Distribution

In May 2013 the Boud of Representatives of Venzon Wireless declared a disinbution 10 ns owners which was paid in the second
quarter of 2012 n properuon 1o their pasinership interests on the payment date, in the appregate amount of $7 0 billion As a
result, Viodafone recerved a cash payment of $3 45 billson and the iemainder of the disinbution was recerved by Venzon

As a result of the completion of the Wireless Transaction on February 21, 2014, we now have full ownership of Venzan Wieless
and will no longer make special distnbutions to Vodutone

Common Stock

As v result of the Wireless Transaction, Venzon issued approximately 1 27 brlhion shares of Vetzon common stuck

On March 7. 2014, the Venzon Buoard ot Directors approved a share buyback program, which authonzes the repurchase of up to
100 million shares of Venzon common stock tenninating no latet than the close of business on February 28, 2017 The program
permits Venzon to repurchase shares over nme. with the amount and uming of repurchases < ding on market d and
comorte needs

Venzon did not repurchase any shaies of Venzon conunon stock through its authonzed share buyback program dunng the nine
moniths ended September 30, 2014

Covenantt
Our ciedit agreements conlain covenants that are typscal for lange. invesimeni grade companies These covenants mclude
requirements to pay interest and pnncipal sn a tmely fashion, pay taxes, maintain with 1esp blc and reputabl
presen ¢ our corp keep npp books and records of financial trangactions. maintain ous
propeties, proside finanuial and other 1eporta to our lenders, hmit pledging and dispostion of assets und mergers and
censolidauons, and other sumlar covenants Additionally, the tenn loan credit agreement requires us 1o maintun a leverage ratin
(as such term 15 defined tn 1hose agreements) not n excess of 3 50 | 00 untl our credit rabings arc equal 10 or highet than A2 and
A- a1 Mondy's Investors Service and Standard & Poor’s Rahings Sen 1ces, respectively

We and oure hidated subsid, dren hance with alt of our debt covenants
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Decrease In Cash and Cash Equivalents ]

Qur Cash and cash equivalents a September 30, 2014 rotaled $7 2 hillion a $46 3 hillion decrease compared 10 Cash and cash
equisalents at December 31, 2013 pnmanly as a resuit of the complenion of the Wireless Transaction

Free Cash Flon

urc that management helieves 1s useful to mvestors and other users of Venzon «
{inancial information in evaluating cash avarlable (o pay debt and dividends Free cash flow is calculaled by subiracting capital
expenditures from net cash provided by operating acuvities The followmg table reconciles Net cash provided by operating
activities 10 Free cash flow

Nine Months Ended

Scptember 30,
{dullars in mlliens) 2014 2013  Change
Net cash provided by operating activitics $ 23,157 S 2RIR7 § (5.230)
Less Capital expendiures (mcluding capnalized sottware) 12,624 11507 R17
Freccash flow 3 10531 S 16580 § (6.047)

The change in Free vash flow dunng 1he nine months ended September 30. 2014 compared 1o the sinular penod 1a 2013 was
pomanly duc¢ to a $3 2 billion increase in income 1ax payments. a $2 5 bilhion incicase m mterest payments, a $1 5 tilhon
increase 1n pension contmbutions and higher capital d Sub. to the ol the Wireless Transaction on
February 21,2014 we now have full access to alt of the cash flows generated by our wireless business
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tEed e,
We are expused to vanious 1y pes of market nsk in the nonnal coune of business, mc luding the effects ol antenest rate changes,
foreign currency exchange rate fluctuations, changes in iy estment, equity and commodily prices and changes in corporate tax
3 which may sclude the uwe of 2 vanety of demvatives mcluding croes cunency
ments. commodity swap and forward agreements

rates We employ nsk management «rane
swaps, foreign cumrency and prepard forwaids and collars, inlerest ol swap ag
and interest rate Jocks We do not hald denvatn es for tading purposes

It 15 our general policy 10 enterinto interest rte foreign currency and other denvative transactions only to the extent necessary to
achieve our desired objectines in bumting out caposure 10 vanous market nsks Our obyectives include maintaming a mix of fixed
and vanable qute debt to lower borrowing costs within reasonable nsk parameters and te protect against camings and cash flow
volatilny resulung {mom changes in market conditions We da not hedge our market nsk exposure 1 a manner that would
completely chnunate the effect of changes in iate: es on owr canuings We do not expect that vur
net income, hquadity and cash flows will be maienally affected by these nsk management sirategies

[Interest Rute Risk ]
W arc exposcd to changes in inferest rates, pnmanly on our short4erm debt and the portion of long4erm debi that cames tloating
nterest rates  As of September 30, 2014, approvimaiely ¥5% of the aggregate principal amaunt ol our 1otal deht ponfolio

ted of fined rate indebied. the eflect of interest rute swap agreements designated as hedges The impact vt a
100 basis peint change n interest nues affecung our floaung rate debt would resull in a change 1n annual interest expense,
mcluding our interest rate swap agreements that are designated as hedges, of approximately $¢ 2 billion The inrerest rates on
substuntaily all vl our existing long-term debt are unaffected by changes 1o our credit ratings

Intercst Rate Swaps

We enlen into domestic mterest rate swaps to achieve a targeted mux of fixed and vanable rate debt We pnncipally seveive ixed
rates and pay vanable mites based on LIBOR. resulung 1n a netincrease o1 dectase to Interest expense These swaps aie designated
as taue value hedges and hedge against changes i the furr value of aur debi porifoho We record the interest rate swaps ai tair value
on our condensed consolidated balance sheets as assets and habittties The fair value of these conttacts was not matenal al
Sepiember 30 2014 and December 31, 2013, respectively As of September 30, 2014, 1he 10tal nononal amount of the interest rate
swaps was $1 8 bilhion The meflectiv e portion of these iterest rate swaps was not matenal for the three and nine months ended
September 30 2014, respectively

Forward Interest Rute Swaps

In ordes to manage oun exposure lo future mtetest rate changes, dunng the founth quarer of 2013, we entered into forward interest
rate swaps with a total notonal value of $20 billion We designated these contracts as cash flow hedges In March 2014, we
settfed these forward interest mte swaps and the pre-tax gain was not matenial Dunng the fint and second guarters of 2014 we
entered into forward interest mie swaps with 101l notonal values of $0 9 billion and $3 | billton, respectively Dunng the third
quarter of 2014, we entered ino forward itcrest rate swaps with a to1al notional value of $08 lilhon We designated these
contracls 4s cash flow hedges

In October 2014, we settled $1 25 tilhian of forwand interest rare swaps

[[Foreign Currency Translation ]

The funcuienal cunency for vur foreiga operations 1s pumanly the local cumency  Vhe translaton of income statiement and balance
sheet amounts of our foreign operations into U'S dollars 1s recorded as cumulative translation adjustments, which are included in
Accumulated other comprehensive income it our condensed consolidated balance sheets (ans and losscs on foreign cumency
transactions are recorded n the d d hdated of mcome i Other income and {expense), net Al
September 30 2014, our pnmary translation exposure was to the Bnush Pound Siedimg, the Euro. the Australian Dollag, the Indian

Rupce and the Japancsc Yen

Crass Currencv Swaps
Dunng the first quancr of 2014, we catered 1010 crass currency swaps designated as cash flow hedges to exchange approximarcly
$5 4 tillion of Eute and British Pound Stehng denonunated debt o US dollars and 1o fix ow future wterest and principal

payments in US dollars, as well as to nuigate the impact of foreign curmency trapsaction gais or loss

Dunng the sccond guarter of 2014, 1n connection with the May Exchange Offer, we entered into cross cummency swaps designated
as cash flow hedges 10 cachange approximately $1 2 billion of Btish Pound Stetling denommated debs mto US dollacs and 10
fix our future snterest and prncipal payments m US dollars, as well as to mitigate the impact of foreign cumency transaction gains
or losses
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Vunzon Wireless previously entered anto cioss cunmency swaps deignated as cash flow hedges 10 exchange approximately
$1 6 hllion of Bnnish Pound Sterling and Eure<denonunated debt 1ato U'S dollars and 1o fix our future interest and principal
payments in U'S dollan, as well as 1o ~utigate the effect of foreign cumency tranaaction gans or losses In June 2014, we settled
$0 8 tillion of these cruss currency swaps as pant of the Exchange Offer and the gains with respect 10 these swaps were nol
matenal

A pornion of the gams and Josses recognized 1n Other comprehensive income (loss) was recluestfied 10 Othur mcome and (expense),
net to offeet the rlated predax foreign cunency transaction gaiti o1 loes on the undedying debt ohligations Fhe fatr value of the
outstanding swaps was $0 | billion a1 Sciptember 30, 2014 and was not matenal a1t December 31,2013 Dunng the thice and ame
months ended Scpiember 30, 2014 a pretax loss of $0 1 billiun and an immatenal pre-tax loss, respectn ely, weie recognized in
Other comprehensive income (loss) Dunng the three and nine months ended Scptember 30, 2013, a pretax gamn of $0 1 billion

and an 1 pre-tax loss, resp ly, were secog n Other hensive income (10ss)
T ARl LA O

Wireless

Wireless Transaction

On Scptembes 2 2013, Venzon entered into a stock purchase agreement (the Stock Purchase Agreement) with Vodafone Group Ple
(Vodafune) and Vodafone 4 Lunited (Seller). punuant 1o wlich Venzon dgreed to acquire Vodafone s indireat 45% interest in
Celico Pantnership d/b/a Venizon Wireless (the Pannership. and such interest, the Vodatone Interest) fos of
approximately $130 bllion

On Febsuaty 21, 2014, pursuant (o the lerms and subject lo the conditions sef furth i tbe Stock Purchase Agreement, Venzon
acquined (the Wireless Transaction) fiom Scller all of the issued and outstanding capital stock (the Transferred Shases) of Vodafone
Amencas Finance 1 Inc . a subsidiary of Seller (VF 1 Inc ). which indinectly thmugh certain subsidiagtes (together with VF1 Inc the
Purchased Enuities) owned the Vodafone Interest In consideranion for the Transferred Shares, upon completon of the Wueless
Transaction, Venzon (1) pad approxunately $58 89 billion in cash, (1) 1sued sppronimately 1.27 billion shares of Venzon's
commen stock, par value $0 10 per share (the Stack Consideration). which was valucd a1 approaimately $613 billion at the
Uoung of the Warelees T 1om, () 1ssued semor unsecused Venzon notes 1n an aggregate panapal smoust of $5 0 billon
{the Venzon Notes) Gv) sold Venzon's indirectly owned 23 1% interest in Vodafone Omnitel NV (Ommitel. and such interest, the
Ommite] Interest). valued a1 835 billion and (v} provided other consideration, which sncluded the assumpuion of prefermed stock
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(the eleven-ycar Venizon Notes) The Venzon Notes bear snterest at o floating rate, whach will be reset quarterly, with interest
payable quarterly in ameams. beginning May 21, 2014 The eighi-year Venzon Notes hear interest at a floating rate equal to three-
month LIBOR, plus ) 222%, and the eleven-year Verizon Notes bear mnterest al a floating rte equal 1o three-month LIBOR, plus
1372% The indenture that govems the Venzon Nolet contains cenain negative corenants, including a nepatn e pledge covenant
and a nerger or sumlar hant, ts and events ol defsult that are customary for companmies
mamtainmg an vestment grade credit @ating An event of default for cither senes of the Verizon Notes may result in accelertion
of the entire principal amount of all dehi sceunties of that senes Beginning two years afies the closing of the Wireless
Transaction, Venzon may 1edcem all ur any portion of the outstanding Venzon Nates held by Vodatone o1 any ol ils aflilutes for a
redemption pnce of 100% of'the principal amount plus accrued and unpaid smterest The Venzon Notes may only be tmnsfermred by
Vodatone to third parues in specificd amounts dunng specified penods. commencing January 1, 2017 Any Venzon Notes held by
third panes will ot be redeemable by Venzon pnor 1o theirr maturny daies Venzon has agreed to file a registrauion starement
with respedt to the Venzon Notes at least three months pnor to the Venzen Notes becomung tansferable

Other Consideration

Included m the other consideration prov ided to Vodafone 15 the inditect It of | with respect to
5 143% Clas< D and Class £ cumulaty ¢ prefened stock (Prefemed Stock) issued by one of the l'nn.h.md Entiies Both the Class D
shares (825.000 shares outstanding) and Class E shares (825.000 shares ) are. 1 Apnl 2020 at

$1.000 per share plus any accrued and unpaid divadends Dividends acerue at §.143% per annum and wiil be treated as interest
expense Both the Class D and Class E shares have been classified as hability instruments and were ceorded at fair value as
determumed ot the Adovng of the Waeless Transaction

Deferred Tax Liabtlintes

Centain defened taxes directly attnbutable to the Wireless Transaction huve been calculated based on an analysis of taxes
aunbutabie 1o the differcnce between the fax basis of the investment in the noncontrollsng nterest that 1s assumed compared to
Venzon's book basis As a resubt, Venzon recorded a deferred tax habitity of spproxsmately $13 § bilhon

Spectrum License Transactions
Duning the second quarter of 2014, we completed license exchange transactions with T-Mubile USA to exchange cenam AWS and
PCS licenses The eachange included a number of swaps that we expect will result (n more eilicient use of the AWS and PCS
bands As a result of these eachanges. we received 30 9 billion of AWS and PUS spectrum ltcenses at lue value and we secorded an
tenal pa

gan

unng the sccond quarer of 2014, we completed transactions pursuant 10 two addiional agseements with T-Mobile USA with
tespect to owr remaiing 700 MIHz A block spectrum heenses Under one agreement we sold certain of these heenses to T-Muobile
USA i exch, for cash d of ly $2.4 billion. and wnder the seeond agreement we exchanged the
of our 700 MHz A block spectum hicenses as well us AWS and PCS spectrum hicenses for AWS and PCS spectrum

valued at approxumately $1 7 bilion The total cash puid 10 Vodatone and the wther costs of the Wareless T cluding
financing, legal and hank fecs, were financed through the of third-party indcbied, {sec "C dated F 1
Condstion™}

In accordance with the ¢ standurd on consolidaton, 4 change in a paent s awnership infeest while the parent retains a
contrulling finarcial interest in its subsidiary 15 accounted fo1 as an cquuty transaction and of assets and

of previously and ¢ bitd 15 not d As 2 result, we for the Wircless Transaction by

adjusung the camying armount of the nonconuolling interest to reflect the change m Venson's owneiship intesest in the
Parinenhip Any dillcsence between the fur value of the consideration paid and the smount by which the noncontiolling snterest
1< adjusied has heen recopmized 1n equity aunbutahle o Venzon

Omnnrel Transaction

On February 21 2014, Venzon and Vodafone also consummated the <ale of the Omauel Interest (the Omnitel Transaction} by &
subsidiary of Venzon 10 o subsidiary of Vodafone in connecyion with the Wireless Transaction pursuant 1o a separute share
purchase agreement As a result, during the nine months ended Scptembes 30, 2014, we recognized a pre-fax gam oI'SI 9 billion

heenses As a result, we received S1 6 billion of AWS and PCS spectrum hicenses at fair vatue and we recorded a predax gam ol
approximately 30 7 hillion in Selling. general and expense on aur d Tid: of income for
the nine months ended September 30, 2014

Dwiing Scpiember 2014, we entered 1nto a license eachange agreement with affiates of AT&T 1 exchange ccain AWS and PCS
spectrum heenses This non-cash exchange, which 15 subject 1o approval by the Federal Communications Commussion (FCC) and
other customary closing condiions s expecied fo close i the fist quanier of 2015 Upon complction of the transaction. we
expect to record an immatenal gain

Dunng the three and nine months ended Scptember 30, 2014, we acquired ranous other wircless hicenses and markets for cash

on the disposal of the Omnitel tntesest 0 Equity in camings (losses) of unc hdated b on our conds « hdated
statement of income

Verrzon Notes
The Venzon Notex were 1ssued 10 Vodalone punuant 1o Venzon's exiauing indenture The Venzen Nies were 1ssued in two
sepatate senes, with $2 S billion due February 21, 2022 (the eight-year Verizon Notes) and 32 5§ billion due February 21,2025
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1hat was not significant

Wireline
Owi July 1, 2014, we sold a non-strategic Wireline business, which provides commusmicauions solutions to a vanety ol posemmient
cash procceds of $0 1 ballion and recorded an sminatenal gain

agencics. fornes

Other
Dunng Febmary 2014, Venzon acquired a business dedicated 1o the development of Intemet Protocol (IP) television for <ash




coastderation that was not sigmaficam

Tablke of Contvoty

Ou October 7. 2014, Redbox Tnstant by Venzon, a venture betwesn Venzon and Redbox Automated Retail LLC (Redbox), a
wholly-awned subsidiary of Quterwanll Inc  ceased provading service to its ers In dance with an between
the parties, Redbox withdrew fiom the venture on October 20, 2014 and Venzon will wind down and dissols ¢ the venture dunng
the neat few months As a result ol the temmnation of the 1 enture, we expect 1o record a pre-tax loss ol approximately $0 | billion
10 the fourth quarter 0f 2014

T T L R

[ Regulatory and Compettive Trends ]

Then: have been no matenal Lhanges (o Regulatory and Compentine Trends as previously disclosed n Pan 11, liem 7
s of Finuncial Condinon and Results of Operations™ in our Annual Report on Form 10-K

“Management’s Discusston and Analyst
for the year ended December 31,2013

[(Eav Matters ]

Dunng 2003, under a g d plan, 3 commenced at the site of s formes Sylvania facility in Hicksville,
New York that processed nuclear f\ul rods in the 19505 and 1960s Remcdiation beyond onginal expectations proved to be

and a reass of the pated di costy was cond d A reas nt of costs related o iemediation

eflorts at sexeral other tomier facihities was also undertaken In September 2005, the Anny Corps of Engincers (ACE) sccepted the
Hicksville site mio the Formedy Unlized Sites Remedial Action Pragram This may tesult i the ACE performing some or all ot
the remediation effont for the Ilicksville site with a comespanding decrease 1n costs 10 Venzon To the extent that the ACE assumes
responsibilsty for iemedial work at the Licksville site. an adjustment 1 a reserve previously estahhished for the temediation may
be made Adjusinients w the reserve niay alsu be made based upon actual vonditions discos ered dunng the semediation at this or
any othe site requinng remediation

[ Recent Accounting Standards ]

In Apnl 20149, the accounting standard update rclated 1o the reporting of discontinued of and disel of disposals off
componcnts of an entity wasissued This standard update changes the cntena for eporiing discontinued apetations and cnhances

i of the rep ' for disconunued operaions As a result of 1his standard update, a dispossl ol 2
component of an emtity or 3 group of componcnts of an entity 15 required to be reported in discontinued operaiions 1f the disposal
represents 4 stategic shutt that has. or will have, a major etfect on an entiry 's operations and financial results This standard update
15 effective as of the first quaner of 2015, hows rlier adoption 1s permitied

ver.

In May 2014 the accounting stendard update reluted to the recognition of revenue from contructs with customers was icsued This
standurd update clanties the pranciples for rcognizing revenue and develops a common revenue sundud for US generally
accepted acoounting p les (GAAP) 1 Financial R ¢ Standards The standard update intends te provide
a morc robust {iumewark for addressing res enuc 1ssues, improve of revenue prclices cyoss enutics,
imdusines, junsdicuons, and capial markets and provide more usciul informauon to users of financial statements through
mpruved disclosuse requirements Upon adoption of this standard update, we expect that the allocation and umisg of 1cvenue
recognition will be impacted We expect 1o adopt this standard update dunng the first quanicrof 2017

There are two sduption incthods avadable for implemantation of the standard update related 1o the recegnition of revenue from
contrcts with customers Under one method., the guidance 1s apphied retiospectinely to contracts for cach seporting penod

subyect to allowable pracucal exped Under the other methad. the guidance 1s apphed 1o contracts not completed
ax of the date of iminal applieation, recognizing the cumulative eflect of the change as an adjustinent 1o the beginning balance of’
retamed eaniings. and abso requires addimonal disclosures o mg the esilis o the previous guidance We are cumrently
evaluating these adoption methods and the impact that this standard updaie will have on our condensed consohidated financial

statements

In Junc 2014, the accounung sandand update related tn the accounting fiz sharcbased payments when the tems of an award
provide that a performance 1arget could be achies cd afler the requisite senice penod was issued The standard update resolyes the
diverse accounting 1 lor these share-based payments by requinng that a L targes that affecls vesting and that
could be achics ed afier the requisite ser icc penod be tcated us « pertormance condition The requisiie sen ice penod ends when
the emplayee can cease rendenng service and sull be ehgible to vest in the award 1f the perfonnance target 1s achieved We will
adopt 1his standand update dunng the (irst quarter of 2016 The adopuion of this standard update 15 not expected 10 have a

lidated financial
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In this repoit we hane made torward-looking These stat ts are hased on ous estimates and assumptions and aie
subject 1o nisks and Fi I-looking statements iclude the inf tion v our pussible or assumicd future
results of F d-looking also mclude those preceded or followed by the wonds “snticipates ™ ‘believes.

*estumates ” “hopes * or simular expressions For those statements we claim the protection of the safi barbor for foraarddooking
statements contained 1n she Pin ate Securties Liugation Retorm Act ol 1995

The following mportant tactors, alung with those discussed elsewhere 1o this report and in other filings with the Sevunties and
Exchange Commission (SEC), could affect future results and could cause those results 1o differ matenally {rom those expressed 1n
the forward-looking statements

= the gty 10 eahize the expected benefits of the Wireless Transaction in the umeframe expected oran all

= anad ¢ change in the tatings attorded our debt secunties by I ceredited ratings org: o1 advene
conditions in the eredht mark ets aflecting the cost, including interes! rates, 1nd/urnvallnhllll) of further financing,

. i ly d Jevels of indehted as a result of the Wireless Transacuon,

= changes in tax laws or icaties, o7 1o thetr wtepretation

¢ adverse cond nthe US and

, and any resulting financial and/or operational

- matenal adverse changes m labar matters, including labor negotiation
impact.

matenal chunges tn iechnology onechnolagy substitution

+  disruption ot our key supphers’ provisioning of peoducts or senvices,

* changes an the regulatory environment 1n which we operate, sncluding any increase n restnctions on our abilty to
operate pur networks,

< breaches of neiwork ar mformation technolagy secunty, natural disasiers, emonst attacks or acts of war or signsficant
Istigatien and any resulting financial impaci not covered by 1nsurance,

< the effecis of competition in the market<in which we aperate,

«  changes ;n accounting assumptions that regulatory agencies, including the SEC, muy requure of that reault lom changes
n 1he ac rules or their applicat; which could result in an impact on eamings,

significant increases in benefit plan costs or lower investment retums on plan assets., and

the inabshity toimplement onrbusine:

trategies
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Item 3. Quanti 2nd C D s About Market Risk

Infonnauon relating to market Ask 1> indduded o Demn 2, Mansgement s Discussion and Analysis of Financial Conditon and
Results of Operatsons under thic caption “Mardhet Rask

Item 4 Conirols and Procedures

Our chiel exceutive officer and huef financial ufficer have evaluated the effcctiveness of the Company s disclosure controls and
procedures {as defincd in Rules 13a-15(c) and 154-15(¢) of the Secunties Lxchange Act of 1934, as of the end of the penod
covered by this quaneily report Based on thus ey alustion, ous chief executive officer and chief finencin! officer have conchrded
that our disclosure controts and procedures were effecuve ag of September 30,2014

In the orlinary coune of business. we review our aystem of intemal contiol over financial reporing and make changes to our

systems and processes ntendud to ensuse an eflective intemal controd o Weare an 1o umpl

new linancial systems that will continue in phases over the next several quartens We are also continuing an initiative 10
darhze and transac| activifics within oun accounting processes, which we expect to ¢ontimuc over the

next several years These inhiatives wall incorporate cerlam change: 1 as well In with these tniat and

the resulting changes 1n our financal systems and transaction-processing activities. the Company continues to ¢nhance the design

and documentation of our intemal control processes to ensure that continls aver our financial ieporting emain effective

Except as noted above there were no changes in the Company s intemal conniol over financial reporing dunng the shud quaiter
0f 2014 that have matenally affected orare reasonably hkely to matenally affeet, our intemal conuol over financial icporting

ltem 1. Legal Proceedings

On September 15, 2010, the US Bank National Association (U'S Banh). as Litgation Trustee for the Mearc Ine Lingation Trust
Liigation Trust), filed sust in US Distnet Count fon the Northem Distruct of Texas against Venzon and certan subsidianes
chalienging the Nosember 2006 spinofT of Venzon's former directones busines< then known as Meare Inc US Bunk, which
represents a group of creditars who fited claims i ldearc’s bankruptey alleged that Idearc wasanealvent at the time of the spin-off
o1 became insolvent shortly thereatier The Litigation Trust sought over $9 billias in damages Inits June 18, 2013 decision, the
Disinct Count eatered judgment for Venzon and its subsidianes and ruled that US Bank would “take nothang™ on ais claims U'S
Bunk uppealed the decision 10 the US Court of Appeals for the Fith Cireunt, which upheld the Disinct Count’s decision on
July 30,2014 The Laugation Trust has untl December 15, 2014, 10 seek further review of the decision by the United States
Supreme Count

On October 28, 2011, a Lisganon Trust created dunng the bankniptcy proceedings of FarPmat Communications, Inc filed 8
complaint m state court n Mecklenburg County, North Carolina, against Venzon and other related entities The complaint
clammed that FauPuint's acquisition of Venzon's landline s Mame, New 1la hire and Vermoent in Maich 2008 was
structuted and comed out in a way that Icft FairPoint insolvent os led to ats 1 y shontly frer and y 10 us
October 2009 bankruptcy The Litigation Trust sought approximately $2 billion 1n damages Venzon removed the case to the
United States Distinct Court tor the Westem District of North Carolina 1n November 2011 At the close of discovery n February
2013, Venzon filed a summary yudgment motion to dismiss the two counts 1a the complaint—constructive fraudulent transfer and
actual fraudulent transfer On June 12, 2013, the Distnct Count pranied Venzon's summary judgment mation 16 pan, dismis<ing
the Litgation Trust s construcun e fraudulent transfes claun A bench tnal Limited (o the aciual tmudulent transter claim concluded
Ducember 13,2013 On June 1K, 2014, Venzon and the Lingauen Trust entered into 3 settlement agreement, the tems of which
ate not matenal (o our business The setl was approved by the pley Courl on ber 1%, 2014 and the
ssed by the Distiict Court on October 16, 2014

matter was du:

In Outober 2013 the Cahformia Attomey General's Office nonfied Venzon California Inc and other Venzon companies of
potential viotations of Califormia state hazardous waste statutes pnmanly ansing from the disposat of electronik components
battenes and acrosol cans at certatn Califormia facilities We are cooperating with this imvesuigation and contimue (o review our
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Ttem 1A Rush Factors

There have bezn no anatenal changes 10 vur nk facton as previvusly disclosed 1o Pan 1 Ttem 1A of our Annual Repon on
Form 10-K for the year ended December 31, 2013

item 2. Loregistered Sales of Equity Securities and Use of Procecds
On March 7. 2014, the Venzon Board of Directors approved 4 share buyhack prugram. which suthonzes the iepurchase of up 1o
100 mnllion shates of Venzen comman stack fenmnating no later than fhe clase of business on Fehruary 2%, 2017 The program

penmits Veuzon (o repurchase shaies ovi me., with the amount and tinung of I dependsng on maket and
comporaic needs

Venzon did not repurchusc any shares of Venzon common stock through 11s authonzed share buyback program dunag the three
months ended Sef 30.2014 A1 S ber 30, 2014, the ma m number of shares that could be purchased by or on
behallof Venzon under our share buyhack program was 100 muillion
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openations selaumg (o the of h rdh c While penatues relating 10 the alleged violauons could exceed
$100,000, we de not expeet that any peralues ulumately incomed will be matenal
58
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Ttem 6 Exhints Signature
Exhibnt Pursuant to the requirements of the Secunties Exchange Act of 1934, the rpisirant has duly caused this report (o be signed on s
Number Descripinn behalf by the und: d th: duly suth d
12 Computanion of Ratio of Eanungs to Fixed Charges VERIZON COMMUNICATIONS INC
3l Certitication ot Chiel Exceutive Officer pursuant to Sechion 302 of the Sarbanes-Oxtey Act ot 2002
- . . N Date Octoher 28,2013 By /+/ Anth T Skeadas
312 Cemification of Chiet Financial Officer pursuant to Section 302 of the Sarbanes-Ovley Act of 2002 ate. Octoher 4 nthony T Skeadus
K Amhony T Skiadas
321 Cerufication of Chiet Executive Officer punuant to Section 906 of the Sarbanes-Oxaley Act of 2002 Senior Vice President and Controlier
322 Certification of Chief Financial Otticer pursuant to Section 906 of the SarbanesOrley Act 0f 2002 (Principal Accounting Officer)

101 INS XBRLI. Insiance Document

tor scy XBRL Taxonomy Extension Schema Document

J01 PRE XBRL Taxonomy Presentation Linkbase Document

101 CAL ABRL Taxonomy Calculauon Linkbase Dacument

101 1.AB XBRL Taxonomy Lubel Linkbase Document

141 DEF XBRL Taxonemy Exteasion Dufimtion Linkbase Document

57




Table of Contents

Exhibat Index

Extibit

Nuit_v—c_r Descnption

12 Computation of Ratiw uf Eammings to Fived Charges

i Certlication of Chief Executive Officer punuant to Section 302 o the Sarbanes-Oxley Act of2002
12 Cerification o Chief Financial Officer pursuant 1o Section 302 of the Sarhanes-Oxley Act of 2002
21 Certification ot Chiel Executiv e Officer punuant to Sechion Y06 of'the SarbanesOxley Act of 2002
322 Ceruficanon of Chief Financial Otficer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

101 INS ABRL. Instance Document

101 SCH ABRL Taxonomy Extenston Schema Document

101 PRE XHRI. Taxonomy Presentation Linkbase Document

101 CAL XBRL Taxonomy Calculation Linkbase Document

10} LAB ABRL Taxonomy Lubel Linkbase Document

101 DEF XBRL Taxeonomy Catenvion Definstion Linkbase Document
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EXHIBIT 12

Computation of Ratic of Earnings to Fixed Charges
Venzon Co lic and Subsidi
Nine Months Ended
Septemher 10,

tdollais in millions) 2014
LEarnings:
Incamic betore provision for income laxes $ 19,156
Equity 1 camugs of unconsolidated businesse (1.R11)
Dividends trom uncansolidated businesses 26
Interest expente 1 3633
Poruon of ient expense icpresen nterest 674
Amortization of capitalized in 143
Lanungs, as adjusted s 21,811
Fixed Charges:
Inferest expense s 3633
Pomon of icnt ¢xpense iepiesenling inteiest 674
Cupitalized mterest 32
Fiaed charges s 4.631
Ratio of earnings to fined charges an

[T

We classify interest cxpense recognized on uncenain tax positions as income lax expense and therefore such interest expense
1< not included i the Ratwo of Eamings 1o Fived Charges

EXHIBIT 31.1

1, Lowell (. McAdam. ceruty that

2

Date October 2K, 2014

Lhave reviewed this quarteily report on Form 10-Q vt Venzon Cammumications Inc ,

Based on mv knowledge. this report dues nut contasn any untiue statement of a matenal facl or omit 1o state a matenal fact
to make the statements made 1n Light of the cicumstances under which such staiements were made not misleading

newessan
wath respect to the penod covered by this repon,

atan all

Based on my b ledge, the financial and other linancial information included 1 this repon, fanly pres
matenal respects the financial conditton, results of operations and cash flows of the repisrant as of and for the penods

presented in 1his repoen,

disclosiire contrels and
linuncial reporting (as

The regustrant’s other certifymg officer and 1 ponsible for estabhishing and
mocedures (as defined m Exchange Act Rules 13a-15(c) and 15d-15(e)) and miemal control ove
detined in Exchange Act Rules 13a-15¢0) and 15d-15(#) tat the registrant and have

12} Designed such disclosure conirols and procedures, or caused such disclosure controls and procedures 10 he demigned
under our supency: . 1o ensure that matenal minnnabion elaung 1 the segistant, including vansolidated
subsidiancs, 15 made known to us by othets within those entities. pamticularly dunng the penod an which this report 1s.
bemng prepared,

Deaigned such imtemal contzol over financial reportng. or caused such intemal conuol over financial reporung to be
designed under our supervision, (0 provide reasanable as ding the reha 1y of finunctal and the
preparation of financial statements for extemal puzposes in decordance with geticrally accepted accounung pnnciples,

b

Fraluated the efl of the s discl conmrols and proceduics and ptesented i this iepon our
conclusions about the effectiveness af the disclosure controls and pracedures as ofthe end of the period covered by this

(<

repont based on such evaluation, and

[Disclosed 1 this report any change  the regisirant’s intemal control over financial reporung that occunied dunng the
registrant’s most recent fiscal quarer that has y allected or s y likely to Iy aflect the
tegistrant's jntemal control over financial reporting, and

(€]

The registiant’s other certifying offices and 1 have disclosed bascd on vur most recent evaluation ot intermal control over
financial wporming, to the fant's auditors and the audit commitice of the segistant’s board of ducecion (or persans
perfonmng the equivalent functions)

m the design or operation of intemal contenl aver financaal

(¢} All sipnificant deficiencies and matenal weakne
reporuing which are reasonably likely 10 sdversely affect the megistiant’s ability to secord. process, summanze and report
financial information, and

(M Any trand whether or not material, that involy es management or other employees who have a significant eole 1 the
registrant’s mtemal control uver financial ieporting

8! Lowell C McAdan
Lowell ¢ McAdam
Chanman and Chiel

evutn e Offices

1. Fruncia J Shammo,

Date Oclober 28,2014

EXHIBIT 31.2

ity that
T'have ieviewed thus quanerly report on Form 10-Q of Venzon Communications Inc

1 of vaut 1o state a matenal fact

ate:

Rased vn my knowledge. this ieport dovs not contain any untrue statcment of 2
necessany o make the statements made w hght of the cicumstances under which such statements were made, not misleading

with gespect (o the penod covered by ihis ieport,

Based on my ki e, the financial and other tinancial informauon included in ths repont, fauly present 1n all
matenal respects the financial condion resuhis of operations and cash fows of the registrant as of and for, the penods
presented in this ceport,

ufying offiver and 1 ponsible for g and disclosure controts and

xthange Act Rules 13a-15(¢) and 15d-§5e)) and mtemal control over finaucial icportng (as
ant and have

The segisttunt’s other ¢
procedures (as delined u
defined in Exchange Act Rules 13a-15¢f) and § Sd-151) for the regis

(1} Destgned such disclosure controls and procedures, or caused such disclosure contols and procedures to he designed
undes our supenasion, 1 ensure that matenal information relating 1o the trant, fud FIEY hidated
subsidhancs, 1s made known to us by othens within those entitics. particularly dunng the penod in which this repert as

bewng prepared.

th)  Destgned such mtermal control aver tinancial reporting, or caused such intemal control over financial eporting to be
designed undes our supervision 1o provide reasonable assurance regarding the reliability of financial reporting and the
ton of financial statements lor extemal pwposes in aceordance wath generally sceepled awcounting pnnciples,

prepar

{c) Exaluated the effecuveness of the regisuant’s disclosure contrals and procedures and presenied m this 1epen our
conclusions about the effectiveness of the disclosure controls and procedures as of the end of the penod covered by this
report based on such evaluation, and

ant’s intemal control over financial reporing that occuned dunng the
matenally aifected. ar iy reasonably hkely 10 matenally aflect the

(d} Disclosed i this repont any change in the re;
TegIsirant's most recent fiscal guarter that has
segisirant’s intemal contre) aver financial reporting, and

1rant’s other cerutying ofticer and { have disclosed. based on our most recent evalustion of intemal control over

The reg!
duoss und the sudit commaitee of the regastiant’s board of dicectors (o1 persons

finanuial reporting, 10 the 1egistran
g the equinalent )

(2 All sigmifivant deficiencies and matenal wealnesses in the design or operation of intemal contiol over financial
reparting which are reasonably hikely to ads ersely affect the regrstrant’s ability fo revond. process, summanze and repon
financial wfonmation and

tb) Amy fraud. whether or aot matenal, that involves management or other employees whe have a signaticant sole in the

registrant’s intemal cantrol over financial reporting

/¢/ Franeis ) Shammo
FrancisJ Shammo
Lxeculive Vice President
and Chuief Finanual Officer




EXHIBIT 321

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002,
PURSUANT TO SECTION 1350 OF CHAPTER 63 OF TITLL |8 OF THE UNITED STATES CODE

T, Lowett € MeAdam, Chaiman and Chief Executive Officer of Venzon Communications Ine (the Company), cerisfy that

11 thereport of the Company on Farm 10-Q tor the quarterly penod ending September 30, 2014 (the Repon) fully camplies with
the requutements of section 13(a) of the Secuntuics Exchange Act of 1934 (the Exchange Act), and

(2) the mformation contained 0 the Repont fandy piesents, i sll mawnal u.-spc:ls.' the financial condition and sesults of
operations of the Company as of the dates and for the penods refemed to 1 the Report

is! Lowell C McAdam
Lowell C McAdam
Chaimuan and Chiel Executin e Oflicer

Date Ocutober 28,2014

A agned onginal of this wntten statement required by Secuon 906, or other document authenticating, acknowledging, or
otherwise adoptng the signature that appears 1n typed torm within the electronic yemion of this wniten statement required by
Section 906, has been provided to Venzon Communications In¢ and will be retained by Venzon Communications Inc and
furmished to the Secunnies and Exchange Commussion a1 115 staff upon request

EXHIBIT 322

CERTIFICATION OF CH INANCIAL OFFICER PURSUANT TO TION 906 OF TF RHANES-OXL
PURSUANT TO SECTION 1350 OF CHAPTER 63 OF TITLE 18 OF THE UNITLED STATES CODE

ACT OF 2002,

1, Fancis ) Shammo, Executive Vice President and Chief Financial Officer of Venson Communications Inc (the Campany),
ceruty that

1]

the repont of the Company on Fonn 10-Q for the quanetly pered ending Sepiember 30, 2014 (the Report fully comphies with
the wquircinents of section 1 3(a) of the Secunties Fxchange Act of 1934 (the FxcBange Act), and

{2y the information contamned e the Report faurly presents, in all matenal respects, the finaocial condifton and resuits of
operations of the Company as o the dates and for the penods refusred 10 10 the Repon

s/ Francis J Shammo
Franci< ] Shammo
Executive Vice President
and Chief Ninancial Otticer

Date October 28,2014

A signed ongmab of this witicn statement sequued by Section 906, or other document authenticatmg. acknowledging. or

otherwase adopting the signature that appeans an typed form wathin the clectronsc vemsion of this wntten statement required by

Section 906, has been provided 1o Venzon Communscations Inc and will be rtaned by Venzon Communications Inc and
hed 10 the Se and Exchange Ci or 1ts staff upon request
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[General ]
Venzon Communications Ine {Venzon, or the Company) 1s a holding company that, acting thruugh its subsidianes 1s one of the
world's leading provaders of communiahions, information and ententanment products and senices to consumers. busmesses and
govemmental agencies with a presence 1n over 150 countnes around the world Fonnerly known as Bell Atlanuc Corpuration, we
were mearporated 10 1983 under the taws of the $tats of Defaware We hegan dong husincss as Venzon on Junc 30, 2000
foltowing out merger with GTIE Corporation We have a highly diverse workforce of approximately 176,800 cmployces

Ourprncipal executn ¢ otlices are Jocated a1 140 West Surcet, New York, New York 10007 (ielephone number 212.395-1000)

We have two reponiable segments, Wireless and Wireline, which we operate and manage as surategic husiness segments and
organize by productd and services

Wireless Wireless” commumications products and senaces include wireless vorce and data sen aces and equipment
sales. which aie provided (o consunier, business and goyemmaent cusiomers acioss the Unied States
Wirehne Wirelme s voiee, data and video products and cnh d services include broadband

video and data, corporale networhimg sotutions, data center and cloud services, secunly and managed
aeiwork aenices und local and long distance voice services We provide these products and senvices (o
consumers 1n the ted States, a8 well as to camers, busincsses and govemment customers both 1 the
inited States and in over 150 other countnes around the world

The follnwing portienc o the 2013 Venzon Annual Repott to Sharcownert ate invosporated nto thit sepert
« “Oveniew” an pages 10 thmugh 12. and,

» “Scgment Resulis of Operations™ on pages 17 through 22 and in Note 13 1o 1he consolidated finangial statements on pages
65 through 67

[Wireless ]

Background

Our Witeless segment )s primanly compnsed of Cellco Partnership doing business as Venzon Wiseless Cellco Parinership 15 a
Jumt ventme formed sn April 2000 by the combination of the US wareless uperations and intereas ot Venzon and Vodafone
Group Ple (Vodatone} As of December 31, 2013, Venzon owned a controlling $$%6 anterest in Venzon Wareless and Vodatone
enzon Wircless provides wircless communication services across one of the most eatensine wircless
and has the largest fourthgencration {4G) Long-Tenn Evolution (LTE) technology and third-
(EV.IX)) networks of any U S wareless senvice provider

owned the remaining 5% Vi
networks in the United Sta
(3G) Evol - 12ata Op

On September 2, 2013, Venzon entered inio a stock purchase agicement with Vodafone and Vodatone 4 Lumted, pursuant to
which Venzon agreed to acquire Vodafone's indirect 45% interest 1n Cellco Partnership dib/a Verizan Wircless for appregate
conaderation of approximately $130 billion (the Wireless T ) We leted the on February 21, 2014 and
acquired 100% ownenhip of Venzon Wireless The consideration paid was pnmanly cempnsed of cash and Venzon commen
stock

Venzon Wircless is the fargest wireless service provider in the United Stales as measured by retasl connections and reyenue At
December 31. 2013, Venzon Wieless had 102 & aullion I connections and 2013 revenues of approximately $51 0 bithion,
representing approximately 67% of Venzon's aggrepate revenucs

We have sub 1ly completed the depls ot our 4G LTE network Our 4G LTI nctwork 1s available 1o 97°% of the US
population i more than SO0 markets covenng approaunately 305 mifhion people, including those 1 arcas served by vur LTE in
Runal Amenca pantners Under this program, we are work with warcless camers in rural arcas 1o collsboruinely build and
opeiate 2 4G LTE network using each camer’s network nssets and our core 4G LTE equipment and 700 MHz C-Block spectum
Our 4G LTE network provides higher data throughput performance for data services st a lower cost compared to that piovided via
3G networks

(5

‘Iable of Cuntrats

Wircless Service aad Product Offerings

Our warcless services are avalable 10 oun customers receising servace under the Venzon Wieless brand In addinion, customers can
abtain wireless products and services that opemte on our network from sesellers thai purchase network access from us on a
wholeale busis

Wireless Services

We offer our wircless serviees on s postpard and peepard basis Retail (non-wholesale) postpard accounts represent retl customers
under contract with Venzon Wircless that are direetly served and managed by Venzon Wircless and usc ots branded services Our
postpaid account plans auclude More Everylhing 7 plans, single connection plans, plans tatlored (o the needs of our comporate
customery, as well as Iegacy single connection plans and famaly plans that we no longer offer 1o new accounts A single account
may recerve monthly wircless services for a vanety of connected devices Postpaid connections represent ndavidusl lines of
for which a customer 1s billed in advance » monthly access chatge w rctum for 8 monthly network senvice ullowance
revenues). and usage beyond the allowance 15 billed in amears (usage serice revenues) Approximately 94%, of our
ons recerved our wircless services on n postpurd bauis as af December 31 2013 Qur prepard service enables
individuals 10 obtain wireless services without a longdenn contract ar credit venficanon by paying for all services tn ads ance

Our wareless plans offer vanous packages of services that allow customers, repardless of the device. 10 select the plan that best
matches their netwosk usage patiems Ou February 13, 2014, we introduccd our More Everything plans which seplaced nur Share
Everything * plans and provide mose valuc to our customers These plans, which are available 1o both new and existing postpard
customers, feature domestic unl d voice minutes, unl d domestic and text. video and piclure messaging,
cloud stomge and a single dita allowance that can be shared among up to 10 devices connecied 10 the Venzon Wireless network
Customen with Venzon Edge, which provides a device payment plan option, alvo will seceive discounted monthly access fees on
More Everything plans For an addiional monthly access fee, our customers have the option of shanng long distance and roaming
minutes among their devices for calls from the United States 10 and calls while within. Canada and Mexico The More Everything
plans also inctude the Mobilc Hotspot service on our smartphones at no additional charge The Mobule Hotspat service allows a
customer W usz ow network 1o crate a Wi-Fi network that cun be wsed by WiFi enabled devices Venzon Wereless also offers
shaied data plans for business with the More Evervthing plans for Small Business and the Nationwide Business Data Packages
and Plans As of Duceruber 31, 2003, Share B hing accounts d 46% of our retar) postpaid accounts.
compared to approxemately 23% us of December 31,2012

We nffer a wide vanety of wireless services. including Intemet access via our broad range of devices Qur customers can access the
Intemet on all of our smartphones, as well as our basic phones that include 1ITML wtb-bru\hlng capability We also offersenice
that enables our custoniers 10 access the Intemel lessly at d speeds on b i and 1ablets that enther
have embedded 4G LTE or 3G EV-DO modules or that are used 1 conjuncuon wath separate devices that enable access 1o this
«enice, such as smariphones and USB modems as well as Jetpacks ™ and ather dedicated devices that provide a mohile Wik
connection These devices can be added 10 the customer’s More Everytlung plan ter an additional monthly fee, or the customer
can obtain g separate plan for the device a1 vanous pnice ponts. depending upon both the size of the data allowance purchased
and the device covered by the plan

In addstion, we olfer messaging services, which enable our customen to send and receive text, picture and video messages Our
cuxlomers can access muttimedia oftenngs. mostly provaded by third pasties, consisting of applications providing music, video,
gaming, news and other content, while our business-focused offenngs, which are designed to increase productivity, mclude
solutions that enahle cusiomers (o access the tniemet and their corporate iniranets, as well as products that enable wireless e-mail
across our diverse ponfolio of wircless devices Ow location-based services provide vur customers with directions o their
desunation and enable our business customers 1o lucate, monitor and communicate with thenr mobile ficld wourkers Our glubal
data services allow our custamers 10 access data services on our Global Ready Phones fiom hundreds of intemational destinanions
and to access the Intemer a1 such destinations with laptops that are either Glabal Ready. tethered 1a a Global Ready Phane, a1 are
used in conjunction with other Global Ready devices. such as certan USB modenis or Jetpacks In addition. our customers have
access 10 more than one million applications and scrvices developed and disinbuied by thud parucs, such as thasc oflered via
Guogle Play accessible on vur smartphones running on the Google, Inc (Google) Androtd operaung sy stemn, those offered via the
Apple, Inc (Apple) |Tune\ store, ..u.emhle |hnm5h stirtphones and tablets runnmg on the Apple 108 opermting system. thuse
ofiered by M i Inc (M i), via M 's Windows Phone OS operating system and those oftered by BlackBeoy
Varuted (BlackBeny), through 11s Black Bemry App World webstore

Our customeis can make und receive calls on thesr home phone handscets using our wireless network theough own Home Phone

Connect service ot Venzon 4G LTE Broadband Router with Voice service We also offer HumeFusion * Broadband, a high-speed
cs customers with Intemet connections in their homes ustng our 4G LTE network

Intemnet service thut prov

In addition, we provide network access snd. m some cases. enhanced value added services 1o suppont telemetrytype apphicatenas,
which are ch d by machine-t hine (M2M) wircless conncctions Our M2M services suppon devices that are used by
u vancty of vemical marhet segments. ) g heal J s unlities, and

products For example, companica purchase actwork access and, 1n some caxes, enhanced »ervices from us in onder to connect with
and moaitar equipment. such as medical detices used to monitor pattents, fleet management devices used to monitor company -
operated vehicles and unlity monitonng devices used for snart gnd apphcations Other compamies puschase network aceess and.
m some cases cnhanced servaces from us 1o support devices that are ncluded 1n @ service they. 1 tum, scll to end nsers We also
support telematics services for some of the largest automotive manufactarers We expect that consumer use of M2M
enemgy and utilttics snunagement will e

reless
as

connections. <uch as home g. healih
consumers integrate these devices into their mobile hiestyle
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Hireless Des

We ofter several uategones ol wireless deviees, including smartphoncs. tablets and other Intemet access devices as well as basic

s

phones

Smurtphones Our device hne-up mcludes an amay of smartphones that are enabled 10 utilize our 4G LTE and’or 3G EV-DO high-
speed data sen ices and run on \anous opcratng platfonns, such as Apple 108, Google Andioid, BlackBemy OS. snd Windows
Phone OS In August 2013, we launched the new Venzon Edge device payment plan optaon which now alluws customers 1o inde
1 their phune for a new phone afier s minimum of thirty days, subjeet to certain conditions

Tablets and Other Intemes Devices We otler a vanety of 46 LTE and/or 3G EVU<cnabled tablets from muluple manufacoros
thut 1wun prananly on either the Apple 108, Google Android o1 Miciosoft Windows operuting system In 2013, we launched the
Elhpsis 7 tablet, which 15 avmlable exclustvely trom Venzon Wareless The tablets we ofter also penmit our customens to access the
Intemet via a Wi-Fi connection In additien, we ofler dedicated devices that provide a motile Wi-Fi 4G LTE and/or 3G EV-DO
connection. which we refer 1o as Jetpacks, capable of connecung muliiple Wi-Fi enabled devices to the Intemet a1 one ume Qur
customens Lan also access the Intemet wirelessly at bruadband speeds on their computers via data cards, USB inodems or through
the use of centain laplop i and netbooks with dded 4G LTE and 3G EV-DO Mobile Broadband modules offered by
onginal cquipment manufacturcrs (OEMs) Dunng 2013 we continucd to cxpencnce strong subsenber demand for tablets and
other Intemet devices and the pescentage of our ietail posipard connection base represented by connections fo these devices
continued tu Increase

Basic Phones Most of the hasie phones we ofter aie 3G EV-DO-enabled and have HTML-hrowsing cupability

We purchase wircless devices and accessones from a number of manufacturers, with the substantial majonty of our purchases made
Guin Apple. Motonsla Mobility, Samsung. LG Electronics. BluckBeny. HTC Hiachs and Qualny One Wireless (through which we
purchase Pantech devices and aceestones)

A key compunent ol al) wiieless devices 1s the chipset, which contains the “mitclligence™ of the device The LTE chipsets used in
our 4G L TE-cnabled devices are factured by vanous ¢ cach using 11y own 4G LIE chipsct technology For the
manufacture and supply of our COMA-IXRTT and EV-DO chipsets, most of our wircless device suppliers rely on Qualcomm
Incorporated (Quulcomm) We slso sl phones that mclude CDMA-IXRTT und EV-DO chipsets manufactured by VIA Telecom
under license fiom Quulcomm In sddition, there are a number of vthe: compunents common tu wircless phones provided by
that we do not deal with directly

vanous comp

Strategic Initiatives

We have undenuoken several imtistives 1o develop mnovative devices, data services and applicstions avalable o run on vur

networks, including the following

* Mobide Video Video cantent 1s projecied 10 sccount for a majonty of mobile network traflic by 2018 We beheve the growth in
video consumption using mobile devices provides us with an opportumty for revenue growth We have made investments m
3 ging technologies and services Iving content delivery networks, viden sireaming and related consumer hardware to

leverage new content models Our 4G LTE network enables us to move lowanls a umﬁ«.d video xmuu that positons us to take

advantage of this growth opporiunity For example, we are using Senvice technology 1o

develop our LTE Multicast service This service has the potential to enhance our network efliciency and provide our customers

with access 1o e streaming video content with vidually no buffenng, regardless of the number of devices using the service

Mohsle Commerer Every day, large volumes of tancactions aic camed acives our netaork Ac a se<ult, we heliey e we are well
posstioned to influence and benefit fom the rpid growth of the mobile commerce market that 15 bemg dnven by technology
ndvances such a< the proliferations of smariphones and tablets Isis, a mobile commerce platform, repsesents the first phase of
our intatives to address this opporturity Launched in November 2013 as a joint venture with AT&T Inc (AT&T) and T-
Mobile USA, Inc (T-Mohile USA), Isis cnables 10 pay for point-af-salc purchascs via their mobile phones using near
field communications technology rather than paying with cash or a credit card Known as the “ISIS Mobile Wallet.” this service
enables customers to orgamze afl of thewr payment cards, offers and Joyalty cards in one convenient appheation vn their Ists-
ready phone

Innovation centers We operate innovation centers in Waltham, Massachusetts and S2n Francisco We beliey e our ecniers serve
as canalysts for the development of non4mditional devices. services and I thai 1ake full advantage of our 4G LT
network The centers work with nuny of our strategic portners repiesenting vanous andustries o help them quickly bring
products services, applications and sulutions to matket




Netwark

We hate the largest 4G LTE and 3G EN-DO networks of any service pravider in the United $tates, with licensed and operational
coverage i All of the 100 most populous IS metiopolitan azcas As of January 21, 2014, our 4G LTE network coven
approximately 105 million people in the U S, including these m micas served by our L1E in Ruml Amenea program

We stiive 1 provide our customen with the highest network reliabiluy for their wireless aenvices We design and deploy ous
network n an cfficient manner that we behieve maximizes the number of successful data sessions and completions of large file
nd uploads while delisenng on vur advernised thioughput speeds and that maxumees the number of calls that ae
ng dropped We plan 10 continue to expund and upgrade our network.

downloads 2
connected on the fint attemps and completed without b

pnmanly o ncrease capacity. as Well as explore simtegic opportunities 10 expand our national network covarage through
seleetive acy > of wirLlcss of and sy licenses
q

able i Cuntents

In addition to our own network coverage we have maming agreements with o number ol wireless »en e providers Lo enable vur
customers 1o receive wiieless service in nearly all other areas in the Unned States where wircless service 1s avatlable We also offer
a vanety of jntemational wircless 1 oice and data <enices (o our cusiomers through maming amangements with wireless senice
providers outside ol the Urited States Cenain of our roanmung agreemwnts are temunable at will by either party wpun several
months’ notice, howaver. we do not balieve that the tenmination of any of these at-wall agieements would have s matenal advene

effect on our business

Technology
Our pnmary network technology platforms are 4G LTE and 3G Code Division Multiple Access (CDMA) 4G LTE provides higher
data throughput performance for data sen tees at 3 lowet cost compared 10 those offered by 3G technologies W continue working
tu expand 4G LTE coverape heyond our network footpnat thivugh our LTE 0 Rursl Amencd Program We cumenily have 20
commitied program parucipants that have the potenual to provide 4G L.TE corerage to approximaiely three million people under
the program and. 1o date sixtcen paticipants hate 1 oy on such &

In 2012, we began lesung our mubile Vosce vver Intemet protocol (VoIf) network known as Voice over LTE (VoLTE) This
technology. which 1s expected 1o be used 1n addition 10 the current voice technology s anticapated to launch commercrally in
2014

Our 3G CDMA network 1s bascd on sprcad-spectium digital radso technology CDMA-IXRTT technology 15 deplayed in nearly
all of the cell sites n our 3G CDMA netwark In sddition EV-DO, a 3G packet-based technology intended pnmanly for high.

speed data . 1> deployed in substantially all of the cell sites in aur 3G CDMA netwark

Our network tncludes vanous elements of redundancy designed to enhance the reliabilny of our senice Power and backhaul
transpon facilittes can aficn become 4 network’s vulnerability Conscquently, we have bantery backup at every swiich and every
cell sne n our networh We also utilize backup generators at a majonty of our cell sites and at exery swatch Jocauon In addiuon,
we have a flect of portable backup penerators that can be deployed o ccll sites it needed We further enhance relabilny by usinga
fully redundam backbane Muttprotocol Lahel Switching nemwork in al! entical locations

Spectrum
The spectivm licenses we hold can be u<ed for mobile wireless vorce and data communications <ervices We have licenses to
provide these wieless services on portions of the X00 Mz band also known ax cellular spectrum, the 1800-1900 Mz band. also
known as Penonal Communication Services (PCS) spectrum, and the 1700 and 2100 MHr band. also known as Advanced
Wireless Services tAWS) spectrum. n areas that collectinely, cover neatly all of the population ol the United States In addition
we hold hicenses for portsons of the 700 MILz upper ¢ band, including 1en hicenses that can, together, be used te provide wireless
service coverage to the enhire United States and the Gulf of Mexico

Since 2012 we have entered into several <pectrum transactions including

© In 2012 Venzon Wircless acquired AWS spectrum 1n separate tansactions with SpectiumCo, LLC and Cox TMI Wireless, LLC
for which 1t paid an aggregate of 33 9 billion at the ime ol the closings Dunng 21112, Venzon Wircless al<o completed hcense
purchasc and cxchange transactions with Leap Wircless Savary Iland Wircless. which 1s majonty ouned by Leap Wireless, and
a subsidiany of T-Maobale USA As a result of these transactions, Venzon Witeless received an aggregate 52 6 ballion of AWS
and PCS heensesat far value and transfemed ceftain AWS hcenwes o T-Mobile USA and a 700 megahenz (MHz) fower A hlock
license 10 Leap Wireless

= Dunng the lirst quaner of 2013, we compleied heense exchange wansactions with T-Mobile License LLC and Cncket License
Company . LLC. a subadiary ol Leap Wireless, to exchange certain AWS licenses These non<ash eachanges include a number
of intra-market swaps that we eapect will enahle Venzon Wircless to make more efficient use of the AWS band As & result of
these exchanges, we secerved an aggregate $0 $ billion of AWS hicenses at fan value

Dunng the third quarter af 2033, afier reccmving the required regulatery appmvals, Venizon Wize! 1d 39 lowsr 700 MLz B
hlock spectru enses o Al&T 1n exchange for a payment of $1 9 billion and the transfer by AT&T to Venzon Wireless of
AWS (10 MIL) heenses i cerain markets n the westem Unticd States Venzon Wireless also sold centam lowes 700 Mz B
block spectium licences 1o an imvestment firm for o payment of $02 biflion As a result we recerved S0 5 bilhon of AWS

hcenses at fair value

Dunng the founh quancr of 2013, we entered mto heense exchange agreements with T-Mabile USA 10 cachange cenaun AWS
and PCS heenses These nonaash uachanges, which are subject to appinval by the Federad Commumacsions Commisaion (FCC)

and other customary closing vonditiens are expected fo close m the first half of 2014 The exchange meludes 3 nuniber of
swaps that we expect wall result 1n more etficient use of the AWS and PCS bands

s

Fabile of Cantears

Subsequent to the tansaction with T-Mobile USA n the founth quarter of 2012, un fanuary 6. 2014, we annvunced two
agicements with T-Mobile USA with respect 1o our remaining 700 MHz A block spectrum hicenses Under one agreemens, we
will sell cenain of these Iicenses to T-Mobile USA 1 exchange for cash consideration of approximately $2 4 billion, and under
the second agreement we will exchange the semaindes of these licenses for AWS and PCS spectrum licenses These transachions
are subject to the approval of'the FCC as well as other y closng cond These are expected 1o closean
the nuddle 012014

We anticipaie we will need addutional spectrum 10 meet future demand This increasing demand 15 being dnven by growth in
customer conaections and usage of wireless broadband services. which use more bandwidth and require ever faster rates ol speed
10 Stay competine We meet specteum needs by acquinng licenses o1 leasing specirum (rem other licensces. or by acquinng
sew »pectrium heenses fiom the FCC.if and when offered by the FCC in future spectrum auctions Although the availability of new
spectrum for commercal wircless services and the possible dates of future FCC speetrum auctions are uncentaim at this time, the
FCC and the cument Previdential Adnunistration have been seching the release ol additional mebile use spectrum The FCC 1»
expected to conduct an avchion for AWS-3 spectruni in late 2004 Jn addition, Congress has adopted legislation that provides for
the estahlishment ol a national public sufety network and the reallocation and auction, through the use of voluntary Incenuve
auctions by 2022 of pomions of the existing broadeas: spectrum The incentive aucuon related 10 the 600 MLz band 15 expected
1 take place 1 nud-201$ although the specific tnung of the AWS-3, 600 M1z and other auctions will be detemuned by future
wegulatory proceedings

Since we and vompetmg wireless senice ders have ced h m certain markets and may have
specirum surpluses in others, we have ut times exchanged spectrum hicenses with vther service providen through secondary maker
SWap transactions We expect to Continue t pursue sinular apportumtics to trade spectrum hicenses in order to meet certam of our
capacity and expansion needs in the future In ather cases, Venzon Wireleas has enteted into inlra-markel spectrum swaps
designed ta increase the amount of contiguous specirum within frequency bands in a specilic market Contiguous specium
improves netwotk performance and efficiency These swaps as well a< anv spectnun purchases are <ubjeut to obtainng
govemmental approy als for the nansfer of specirum licenses in cach snstance

nd Build-out

Network Equipmer
Alcatel-Lucent and Encesson are cunteadly our pnimary network vendors for our LTE network deployments for macro sites as well as
small cells Qur pnmary CIMA cell site equipment infrastructure vendors are Alcatel-Lucent. which provides more than half of
our CDMA cell sie cquipment, and Nokia Siemens Networks (NSN) and Fricsson, which together provade nearly all of our
temanimg cell ute equpment We also rely un Alcatel-Lucent, NSN and Encsson for our switchiug equipment

As we conunue 1o build and upgrade out exisung nelwork, we must complete a vanety of steps. including secunng nghts to a
and other govemmental apprevals for macro sites, small cells inbuilding systems and

large numbcr of sitcs and abtamming 7onin
antennas and refated radio equipment that compnise distnbuted antenna systems We utilize touer site management fims. such as
Crown Castle & | Corp and A Tower Corp . as lussors o1 of a portion of our existing tower sites
upon which vur operations depend

Marketing and Distribution

Our marketing strategy s focused on ottenng sulutions tailored to the needs of our vanous customer market groups promoting
our brand, leveraging our eatensive distnbition network. ang joinity markcting our products and scniices to larpe business and
govemmem customers with Venzon's Wirehine business units through Venzon Enterpnise Solutions, a sales and markeung
that encompasses all of Venzun's sol for medium and large business and goveriment custumers globally Our
marketng plan includes o coordinated progm of 1elevision. pnnt. radio, ouldoor signage. Intemet and pointofsale medin
promotions designed to piesent vur corporate message conastently across afl of our markets We u<e a combination of direct,
indisect and altematas ¢ distnbution channels 1n order 1o 1ncrease customer growth while reducing customer acquisition costs

Company operated stores are a core component of our distnbunion strategy Our direet channel. which inciudes ous bustness-to-
business sales operations and systems zaton. 1s facused on the wireless needs of and
lacal onal business customers In additian, we have a telemark cting sales foree dedicated to handhing 1incoming
calls from and we ofler fully veb based sales of wireless devices accessoncs and service plans

In November 2013, we launched our firsi Ventzon {estination store at Mall of Amenca in Bloomington. Minnesota The store
tocuses on the mobile lilestyle and haghlights the many ways consumers can use wireless technology in their daily tnes The store
13 pan of a broader imtiatia ¢ that includes the redesign of vur retail stores nationwide W becume “smant stores ™ These acwly




redesigned Jocations showease the sante mabile Lifestyle Zones us the Verizon Iestination store but on a smallet scale Dun
neat few years, we plan to open additional deshination stores in high tffic locations across the country. In addition, vur enlime
store and Gadgets & Gear portal have also been rdesigned to deliver a conustent shopping expenience for customens across
browsers and mobile platforms

Our indircet channel includes agents that scll our postpaid and prepaid wireless prducts and senices ut ruml locations
throughout the United Suates, as well as through the Intemet The majonty of these agents sell both our postpaid and prepad
products and services, and do so under exclusive selling arrangements with us We also utilize highprofile, nahional retailers, such
as Bust Buy, Wul-Man. RadiwShack and Target, 10 sell our posipaid and prepard wireless products and senices Siores such as
Dollar General and vanous drugstore chains scll out prepind products and services We have ul entered into speucy agreements
with 3 number of byoadband, video und vouce s ¢ providen through which our preducts and servaces are sold on a stand-alone
basis o1 bundled with their services

ble of Cuntey

Competiion

We operate in 3 highly compeutn ¢ indusiy. We compete sgainst other national wicless service providers, inctuding AT&T,
Sprint Corposation and T-Mobile USA, as well ac vanous regronal wircless serviee providers We al<o compete for retal
activations with rescllers that buy bulh wholesale service from facilinnes-based wireless service providen for resale, including
those that buy from us We cxpect competition 1o intensnfy as a result of continuing increases 1n wircless markel penctration
levels, network investment, the dey elopment and deployment of new technologies. the introduction of new products and senices,
new market eatrants, the svatlabiluy of sdditional specirum, both hicensed and unl d, and regulatory changes Ci

may also incicase as smaller, stand-alone wircless service providers merge or transfes licenses 1o lager, hetter capiahized wircless
service providerns

The wireless industry also faces compeition flom other communications and technology companies seeking (o increase thar
brand recogmition and capture customer sevenue with respeet 10 the provision of wareless products and services For example,
Microsofl, Google, Apple and others are offenng altemauive means for making wireless voice calls that, in centain cases, can he
used 1n lieu of the wireless provider’s voice service

(actors in our indusiry

We belier ¢ that the following are the most important

o Netvork relubiluy, capacity and coveruge We believe that & wircless network that consistently provades hagh qualiy and
iehable service 15 a ey differentiator in the US market and a dimver of customer satisfaction. Lower pnces, improved senice
quality ond new wareless service offenings. which 1o many cases include video content have led to increased customer u of
wireless senices, which, in tum, puts pressure on network capacily In onder to compete cffectively. wircless service providen
must keep pace with network capacity needs and offer highly rehiable natinal coverage through thewr networks We believe
that our 4G LTE network wil) help us to keep pace with network capacity requirements and meet customer demand for higher
speeds

= Pricing Service and equipment pneing play an umportant mle 1a the wircless competitive landscape As the demand for
wirciess sen ices continucs 16 grow, wircless service providers are offenng service plans that include uplimited voice minutes
and text messages and 8 speaific amount of data avcess in varying megabyte on gigaby te sizes or, in some cases. unlimited Jata
usage inaddimron certain wireless service providers ate also oflering minutes-shanng plans, larger bundles of imcluded minutes
with no roaming or long distance charges, featutes that enable customers to place and sccewve calls from a goup of self-
designated US phone numbers (incloding landline numbers) at no addional charge, and both prepaid and postpaid plans
attenng unlimiled voice and data usage Wircless service providers are also oflenng pnce plans that decouple service pneing
fromn equipment pncing and blur the traditional boundary between prepaid and postpad plans In addien, some wireless
service providets are affening a credut to new customers to reimburse early temmunation fees paid ta their formet wiseless sen ice
prosader, subject tu certain intations

‘We scch to compele in thia area by ofienng our customen price plans for our services, as well as equipment oflers, that they will
regard as the hest avatlable value for the price

Cusiomer service We believe that high-quality customer senice is a hey factor in retaiming customers and attcting new
customers, indJuding those of other wireless providers Our customer service, retention and satisfaction programs ate based on
providing customers with convenrent and casyto-use products and <er tces ¢n onder to promaic long<enn relationship< and
minimize chum OQur competitors alsoe recopnize the importance of customer service and are also focused on nnproyimg w this

ares

Product and serice develny As wireless develop and wircless
customer and fevenue growth will be inc ely on the develop of new and d data products and
services We conttnue Lo pursue the d:\'clupm:nl nnd rapid deployment of new and mnovauve wircless producis and services
both and in with senice pmuders We also collaborate wath vanous device
manufacturers in the development of distinctive smartphenes and other wircless devices that can access the growang amay of
data applications and cantent availlable over the Infemet We conhinue to focus on mecwasing smartphone penctiation

throughout our customer base

Sales and distribution Key to achieving sales success sn the wucless mdustry as the reach and qualiry of sales channels and
distnbytion points We helieve that attaming the upum.nl binat of varying channchs 1y important o
achieving industry-leading p Y. as d by g income We endeavor to increase sales through our
company-aperated stores, outside sales teams und 1elemarke ug and web-based sales and fulfillment capabilities, as well sy
thruugh our extensive indirect distnbution network of retail outlets and prepaid replentahinent Jocations and nethook and
notebook OEMs In addiuion we sefl network access to both traditional reselless, which resell network services to their end-

usen. and to \anods companies w enable wircless conununicatons for therr M2M devices or for their provision of telematiy

¢

s

Capuial 1esourves In order o expand the capacity and coverage of thetr networks and introduce new products and senees
wireless service providers require significant capual resources We generate significant cash flow from operations. as do some of
our compentors

Our success wall depend on our ability o anticipate and respond (o vanous factors affecting the warcless industry. incJuding the
facters descnbed above as well as new technologies, new business models. changes in customer preferences regulatory changes,
demogmphic trends cconomic conditions and pncing strategies of competitors
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[ Wireline ]

Background

Our Wirchne segment provides vosce dain and video ¢ t products and cnhanced services
video and data, corporate neiwoiking solutions, data center and cloud senvices, secunty and managed network
distance voice services We provide these products and services to consumers 1n the United States as well as to camens,
miers both 1n the United States and 0 over 150 other countues around the wordd In 20
of Venzon's agtregale revenucs

tuding broadband

rvices and local

and lon
b and g it
Wirchine revenucs were $39 2 bilbon representing approximately 3

Wircline Service and Product Offerangs
We nnganize our service «nd product offenngs by the pnmary customen tageted by these offenngs — mass markets global
enterpnse and global wholesale

n 2012, \ enzon scquired HUGHLS Telematies, Ine (UGLLS Telemanics) The acquisiuon has accelerated om abibty fo bang
moic telematses offtnngs o market for existing and new customers These offenngs clude vur sune of real-time vehacle
communications services and appheations which connect antomolnles with content applications and senvices We provade
services to new vehicles in the United States and in 2013, we extended our agreement with two auto m.mufu,um.n to provide
services for new vehicles in China and 1n Lurope See “Sumtepic - Venzon T " tor adds

Dunng 2011, we enhanced our offenings of cloud services by acquinng Terremark Worldwide Inc (Tememark), a global provider
of hnol and cloud sences, and by acquinng a provider of cloud software technology These

V:mun s p position n the managed hosting and cloud services space, enhanced our vitenngs to
busmns and goummun customers globally and continbuted 10 our growth in revenues

Mass Markets

Mass Markeis operations provide broadband services (including hagh-speed Intemet, FIOS Intemet and FIOS Video senvices),
local cxchange (basic service and end-user access) and long distance (ncluding regional toll) voice services 10 residennial and
small business subscnbers In 2013, Muss Markets revenues were $17 3 hithon. represenung approximately 44% of Wireline™s
aggregate revenues

Dta services We offer FiOS broadband and high-speed Intemet data products with varying downstreamn and upstream processing
<peeds, including FIOS Quantum With F10S Quantum. customers can achieve download speeds up 1o 500 megabytes pet second
{Mbps) and upload speeds up to 100 Mbps We helicve that as consumers powes more devices and stream mose video they wll
require incrcased bioadband specds As of December 31, 2013, approximately 45% of our FiUS Intemet subsenbens subscnbe to
Fi10S Quantum

Video Senices We offer video senice over vur fiberoptic network As of December 31, 2013, FIOS Video 15 available 10
approximately 15 million homes actoss 12 siates, as well as the Drstuct of Columbia We belicve FiOS Video has features tha

it fom the np 1ts channel line-up. Interactive Media Guide, Home Media DVR and breadih off
high definiion content, as well as lhc following

« Flex Frew — With Flex View FiOS customers can watch content anytune, anywhere. on any device Customers who subsenbe to
FI0$ Vidco and Intemct alse have the ability to upload their photos, music and videes o their personal Flex View Libary,
which gives them easy access to this content via any data<apable device The HBO GO offenng pros ides customers with
nuhmncd access to HBO programuming on any data-capable device Venzon's FiOS Video subscnbers can also aceess Tumer

‘s vnline directly on the TBS and TNT sites and through Venzon FiOS Video Online In addition,
through F10S TV Widgets, viewers have one<onch. on demand access to tocal weather, traffic and commumty information and
popular socral media apphications such as Facebook, YouTube and Twattcr, as well as online commerce opportumitics The
widget platform has evolved n open-development ey nent, which provides vpponumies for third parties 1o deselop
enhanced customer features via the FIOS Video product

Customer Premise Equipment interoperabilily — We conuinue te partaer with majos coipurations 1o offer funther interoperatulny
with vanous products such as video game consoles, smar teles 1sions and tablets This technology further expands ourimuative
10 provide cusiomers with the ability to waich content anyume, anywhere, on any dala<apable device

Vorce services We offer voice senvices that include Incal exchange, regional, long distance, wire maintenance and voice
messaping services, as well as VoIP senices. which use the Intemet or pnrvate broadband networks 1o transmit vorce
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Global Entespnse

Global 1se offers Strategic senices, mcluding netwosking products and sol s, advanced serviees, and
other corc communications senviees to medium and large business customers. including | corp well as
state and fedenal g stomers Global E; Jointly markets these senaces with Venzon's other business um

thraugh Venzon Enterprse Salutions Tn 2013, Global Enterprac revenues were $14 7 hitlion, representing approximaicly 38%% of

Wireline's aggropate revenues

vanced Lcommunicafion services for vorce

Suategn services Strategie senaces consist of netwoiking producis and solutions,

and video. and secunty, infiastructure and cloud services

Networking products and solutions pnmanly include

Private IP - This service built on muluprotacol label switching. enables customers 10 leverage the efficiency. perfurmance and
villue of IP 1n a <ecure manner Our Povate TP netword allows customen to communicale over a pavale, ~secure network in more
than 120 countnes using a vanety of access methnds, including Ethemet and Venzon Wireless 4G LTE

Othet corporate netwarking services - Olher senaces primanly ainclude Ethemnet accees 2nd nng setvices Ethemet senva
allow customun w connect network enveronments araund the wosld and wiable applications and technologies 10 work
scamlessly and wath linle disruption Ring services wclude technologies that help customens handle bandwidih demands and
cantol ther costs

Advanced communication sen ices prmanly ichude

o IP communications - Qur 1P communications services simphily network t and dnve clliciencies by
enubling the convergence of voice and dats ratlic on the same access connection

« Infrastructure and cloud services — Qurinfrastructu i cloud services mclude Infrastructiure as a Servace (1aaS) and mana
hosting services that provide enterprise customens with dats center, computing. data storage and uetwork tacilines,
conneutis iy, secunly, architecture and support, data center colucatton services thal house and protect custoners” entical

1 and systums several facilities that offer extensn ¢ camer nentral options. application management
services that pros ide cus with e and of 1 and advanced enterpnse-
class cloud services that pravide anizations with the abslity 10 vinualize IT resources such as computng, memory and
stonage, chabling their conatituents o producc. store, process consune and share information

Machune-to-Muchme (3M23) Services = Our acquisition of HUGHES Telematics in Suly 2012 provided a technology plattorm
that we are leversging m M2M markets which has enabled us (o funher develop stmtegic pannenhips in the automotive,

i , energy, health 2, ed and insurance mdustiies M2M sen ices pemut customers 1o coanect and
monitar cquipment, such as medial deviees, fleet management devices and utility monstonag devices We believe that these
servives, which are cnabled on a large scale by 4G LTE wireless 1echnology, have the sbility to reshape the way busimesses
opeate and the way consumers interact with devices wound them Venzon affuns platform-based sulutions tailored to speaific
indusines to ensble value creation and new commercial business models Our goal 15 10 be a leades in umplementing the net
generation of connected services for vehicles, centered on a core platform of safely, sccunty, tleet management, convenicnce
and viher offenags targeting fleet op ndividual and other

Security - We provade intey J sol 1o help p secute their netwoiks and dati through the following senvices

©  Scctrity professtonal servi ey — Secunly consultanta that construct seeunty plans talored to the needs of vur
customers.
“ Governance, tisk and compliance - Allows customen o axsess nsk Jevels hased o current secunty coatrols and
develop plans 10 address secunty -related compliance objectn es,
©  Jentin management — Provides identity based aecess management for customer data, applicatton and systems across
multaple IT eny ironments,
O Aanaged secursty— We deagn impiement. and mamtuin a secure [T infrastrueture far our chients and help them
prevent, detect, and repont secunty thicats
iher advanced communicanons vervices - Other senvices pnimanly mdude  dedicated Intemet aceess, which provides
with high. d d access 1o Venzon's global network unified communicauons and

« T which enable s to w real time through VolP and P contercncing. and
emergency communication services which allow customers to respond etfectively to while business
connnuity

< include core voice and duta sen ices, which consist of a comprehensin ¢ portfolio of global sulutions
1 aud conct center solutions, and prvate ine and data

premise eq stallation, maintenance and site sen 1ces

Core senaces. Cope serv
unhizing trad ! el hnology such as
1ding custony

access networks Core services also melude pre
We are continuing (o transition customers out of histoncal core services such as

Frame Relay and Asynchronous Transter Mode

»ervices

Global Wholesale
Global Wholesale provides communications services mcludimg data, voice. local dial tone and braadband services primanly to
local. lung distance and other carncrs tha: use our facthilies 10 provide services 10 their customers In 2013, Global Wholesale
revenues were $6 7 billion, representing approxumately 17% of Wircline's aggregate evenues A portion of Global Wholesal
tevenues s gencrated by a fow large telecommunications compamies, most of which compete duectly
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Global Wholesale provides the following sen ices. which 1t Jointly markets with Venzon s other busmess units thiough Venzon
Enterpnise Solutions

© Dutaserisces We offer 2 mbust portfoho of data scrvices wath varyinp speeds and opuions to enhance our wholesale customen
networks and provide connections to their end usens and subscobers Qur data services mcelude Migh-speed dignal data
oflenngy. such as Ethemet and Synchronous Optical Network, as well ax core data cireuats. <uch ay DSJ d DS3¢ In addion,
data services mclude special access revenues that are generated trom camers that buy dedicated local exchange capaaty to

support then puvate networks

New Ethemet connectivity in the United States represents the largest data growth opportunity 1n wholesale as we pursue our
technology upgrade imnianve and customers look (o the future and higher capacity demands These customers are also
nmugrating networks fom tune division multipleximg 1o Ethemet, which wall beiter scale and service the growth of broadband
services dnven by smanphones, mobile broadband and mobile video (lobal Wholesale offers a complete suite of services 10
suppont the expansion of 4Ci and 3G netwmks

Data services also mclude cenam v alue-added business services, which lexetage nany of the same offenngs available i the
Global Enterpnse portfoho. including
v Munaged services - Offers wholesale customen the opportunity to outsource the management of their networks,
secunty, temole access, and web applications te Venzon,
©  Mobdin — Enables wholesale custumen to enhance their portfolio 10 tnple-play or quad-play capabshiy by leveraging
wineless devices and sepvices offered through Venzon Wireless and packaged and resold under then own camet brand.
and

©  Sccurn - Provides I o e d 5ol to help their enterpnise end-users sccure then netwarks

and data
« Towe senices We provide switched access senaces that allow camen to complete their end-user calls that angimate or
tunminate wathin our temtory
Local senices We oflct an array of local didl tone and broadband services 10 competitive laca) exchange camen, some of
which are offered 10 comply with tcleccommunications regufations In addition, we offer services such as colocation, resale and
unbundled network elements in compliance with applicable regulatons

Other
Other services include such services as local exchange and long distance services denved frum former MCl mass mark et customers
and operator services In 2013, Other revenues were 30 § hillion, representimy approximately 1% of Wirchine's aggregate revenues

Strategic Initiadves
T lopy It nterc markets, shifing consumer aceds and converging industry ecosysicms arc creating
mnovative apportumties for Venzon Our vision 15 10 be a globallyconnecied solutions company Our maiket solutions are
designed 1o deliver hest4n—class products and services strengthen our cumpetsuve ads antage in the markhetplace and dnve a high-
To take ad ge of these market trends. we have undenaken several stralcgic iniuiatives 1o
agility m the followang arcas of focus

quality for our
furthr dev elop nnavative pmducts and services and enhance our marke

« Broudband Customcrs arc increaungly consumng large amaunts of broadband data as connccted devices and nssocrated
anhine appl) Lontimue to expel ce significant growth US breadband usage has more than doubled in the past two
years and we expect broadband usage 1o continue to increase Qur FIOS network positions us i the mdustry with feading

s a growth v fur us as the use of overthe-lop video, user

ves continue 10 accelerate

broadband speeds ) 7
generated content and data and connected homes and de

Consumer und Enterprise Video Our FIOS Video service continues to expenence consumer growth We ate enhancing our FIOS
service by providing customers with incieasing mohihity aphions to view content in and out of the home to meet the demand for
video consumption anywliere and at any time

Clond Services Capnializing on market growth in ddoud senvices and on enterpnse tends toward outsourung IT infrastiruciuze
and sen ites, Venzon miroduced an evolutwonary cloud platform built for speed and perf ¢, using vur own sofiware-based
intellcutuat propenty and enterprise-grade rehability Venzon Cloud Compute and Cloud Stosge adupt 4 new approach 1o how
public cloudz are hult, cnabbing customers of all sizes to take advantage of the agility and economice benefit ofa genenc public




cloud along with the relisbility and scale of un enterpusedevel senace, while mamtsning control of performance Vinoal
machines (oftware-based compulers and sen crs) can be created and deployed in seconds. and users butld and pay for what they
nced

Our cloud infiastmuctiure also cnables jeal-ime analytical capabihinies for our M2M , providing
capability wheie customers can store, process and analyze large amounts of data on a ral4ime basis Our cloud infrastructun:
also has the ability 10 handle multiple instances of an applicauen providing global support and availability of the apphications
without wncrcused fatency The integration of our ddoud mimstnicture with our telematics asscts provides our customers with
new and nnovatn e service capabilitics that are scalable, and which we believe are operationally supenior to other bifurcated
appmaches
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Securin- With new technologies changing how enterpnses du business, the cyber secunty landscape continues 1o evolve We
believe that businesses are making business and customer data protection one of their highest pnontics in order to protect ther
brand and enhance customer loyally We heliere that Verizon has an advantage in 1t¢ abifny 1o reduce cyber nsks and mitigate
d ¢y ber attacks duc to the volume of taflic canmied globally on owr networks We will continue
£ san s and managed see building new ihties 1o adenufy nskhs and
services and

the damaging impact ot adva
1o advance our pertfoliv of fo

threats and cxpanding our IT Szeunty

e connecls biles with

Venszon Telemanes Ow suste of real-ime velucle communicstions services and
content, services and call centess Our platform enahles factory installed and aftennarket automotive safety and secunty as well

a5 locuuon-besed services und vehile d We provide usage-based data services to new vehicles an the Unied States
and in 2013 we extended our agreement with two suto manufactusers to provide services for new vehicles in China and i
Europe Through our InDnve solution, we have with a major provider to deliver usage-hused

insurance programs and other connected applicalions Qur NetworkFleet solution provides commercial fleet managers
throughout Nonh Amenca with real-une access to data that yields ] d vehicle uy and
unproved dnver safety We also provide this senice (o approximately 18,000 vchicles operated by Venzon We are funther
uxpanding aur tebematies portfolio to add asset tracking capalulines

In additson to these strategic arems of focus, we are myesting in Venzon Labs and the Sofiware Center of Jixcellence 10 support
suftwane develop and architectune as well as devel stage products and servaces We believe these nvestments will
assist us in bnnging mnovative next-generation products and services to matket and uncover new sources of revenue incrosse
1evenue of existing projects and les erage our sirengths across the company

Netnork
To provide services to our customers, we operate an advanced telecommunications nctwork in the United States and atound the
world

« F10S Our goal1s to distinguish FIOS as a premier resudential broadband servive in the Uniied States As of Devcember 31,2013,
our FIOS service passed over 18 5 mullion premuses and our latest FiOS Quantum senice offenngs now protade download
speeds up to S00 Mbps and upload specds up to 100 Mbps New sen ices such as the FIOS Mabile App ase al<o catending our
TV expenence 10 a host o[ mobile devices We expect bandwidih deimands to gmw with the continued emergence of new video
and dats npplications aud the prohiferation of [P devices in the home

The Passive Optical Network technology upon which the FiOS network 1s deployed postions Venzon to meel groving
bandwidth requirements Qur network architecture provides the flexibility to adapt our facilities more casily (o future product
development For example, new optical 1enminals can be added 10 the liber-io-the premse network providing greater bandwidih
and new senices without any additional field construction Select field tnals hay e successfully achicved conncetion speeds of
ncarly onc gigabit per sccand (Ghps), and when a more ads anced hnology has heen d to the Giber-
optic network, connection speeds of 10 Gbps have been reached. demonstrating the sigmificant growth capacity built inio the
Fi0S platform

Addiinally, this advanced ophcal network 1s also finding 1ncreased application opporunities 1n the business sector,
especialty as the industry seeks 1o migrate to Ethemct-based access senices

Global IP Venzon owns and operaies one of the largest global fiber netwarks with long haul, metro and submanne cable assets
pronviding connectivity to customers in aver 150 countnes Venzon's globa) netwark encampasses over 830,000 soute nules of
femestnial and undersea cable, serving the business commuany 1o support and enable far reaching intemational opentions

Global IP traffic has incrensed suhstantially over the last five years and 1x expecied o continue 10 grow sigmificantly Thas
global business 15 also rapidly evolving 10 an “every thing-as-a-service” model n which business customers seeh cloud-based,
converged enterpnse solutions delivered securely via managed and protessional services With the continued deployment of uts
packet opcal transpont suategy. Venzon as creating a angle. highcapaciy global network platform that combines optical
transport with advanced packet swiching technology The result ts a global [P network that can otter powertul solutions to

these servace demands

Although overall Wicline capital expenditures declined m 2013 compared to 2012 prmanly as a 1esult of decreased legacy
spending requiremients and 3 decline 1n spending on our FIOS network, we funthered our Global IP network cxpansion
. Afnes and Seuth Amenca s well 3> the continued deploymenl of the industry s first commenaal
100G Gbps technology on US and Eutopean backbone routes More than 13,000 100G Ulra-Long-t[su] route miles were
added to the global IP network 1n 2013, and we plan w furthet extend our 100G rechnology in 2014

We believe that our continued focus on advancing our fiberbased network< and achieving cost efficient solutions thiough new
technology deployments will help Venzou advance its positivn as a provider of chosce to residential and enteipnse customers

Table of Canteats

Compention
The warcline 1elecommunicaiions indusiry 1s highly 7 We expect 1o intensify further with tuditional, non-
traditional and emerging players seehing increased market share Curmment and potenuial compentors mclude cable companmies,
wireless senie providers, other domestic and foreign el ders, sateline television Intemet

service providers and othet companies that offer actwork sen sces and manag: r:d enterpnse solutions

In addiion, companies with a global presence increaungly compete with our wirehne busm A relatively small number of
telecommunications and inlegrated service providers with global vperations serve customen tn the global enterprse and, 1o a
lesser extent, global wholesale markets We compete with these full or near-full service providen for large contracts to provide
ntegrated seivices fo global T Many of these p have a strong masket presence. brand recogmition, and existing
h § and which may affect our future revenue growth

customer relationships. all of which o yng

factors and 1rends 10 the wirehine mdustry

We belies e the foil g are the most

« Customer service  Customers expect industry-leading sen ice from therr senvice providens As technologies and senvices evolve,
the ability 1o uxeel i this area 15 v ery important for customes acquisition and retention In Mass Markets, we compete i this
atea thtough uur service representatives and onhine suppor In Global Enterp we provide our with ready access to
their system and performance mformation, and we conduct proactive lesting of our network (0 identfy 1ssues before they aflect
custeiners In the whelesale business we believe service unprovemnent can be achieved through continued sysiem automation
mijalnes

Network reliabiiuy and bandwidih (speed) As both consumers and small business ulsmmen look to leverage highspeed
ductin iy, we expect will continue 10 increase

conncclions for and §
uver the next several years As online and nnlm:-en.lhl:d activities macase, so will bandwidth huth d st

ond upsitcam To succeed we and other network based providers must easure that our networks can delin er against these
ncreasing bandwidth requirements We continue to mnvest 1n our network to be able to meet this future demand In addition,
network reliability and secunty are increasingly important comnpetitive factors in the global enterpnse market

Pricing Cable, ns and senice provaders use pnoing fo capture market <hare fiom
wncumbents Pncing 1s also o sigmficant l.l:lul as non-trudifional modes ot providing commumcation services emerge and new
compete for cusiomers For example, VoIP and portalbased calling 15 free or nearly fiee 1o customers and 1s oficn

<y
supported by advertising revenues

Product diffcrenttation As a result of pneing pressures, providers need to differentiate their products and services Customers
are shifting then focus fiom access 1o apphestions and are sceking ways to levesage then bioadband and video connections
Conrerged teatures, such as micgrited wireless and wirchine Y. arc g sinulady 1mp dnven by both
customer demand and technological advancement

In the Mass Markets business, cable are il p Cable of have oere the size and digital
capacity of their networks sa that they can offer digital pmducls and services We continuc to market competiive bundled
offenngs that nclude high-speed Intemet access, digital television and voice services Several nujor cable operstors alwo ofler
bundles with wireless services through strategic relationships

In addition, wireless subxtiunon 1t an angoing compenin e irend which we expect to continue as wirtless companies posilion
heir service a3 @ Tandhine altemative We slso face ine from cable and other providers of VoiP
services as well as Intemet porntal providers

As a result of the Telecommunications Act of 1996, which requires us to sllow potentisl competitors to purchase our services for
tesule or acuess componenls of our network on an unbundled basisat g bed cost. n our local exchange murkets

Qur teleph: y have been required o sell their services 1o competitive Jocal exchange camers at
significam dxscnunu from the prices nunclcphonc opemtions chatge their retaul customers The scope of these obligations going
forvand and the rtes we receive are subject 10 ongong review and sevision by the FCC and state regulators (See * Regulatory and
Competitive Trends™ 1n the 2013 Venzon Annual Report to Sharcowners )

in the global enierpnsc market, Ihe customer's need 1o reduce 1echnical complexnty coupled with the growth opportumity created
by technology gence 15 dnving the exg of the land Major comp include system integ

camiens and hardware and sofiware providens Some of the biggest companics o IT senices are either making acquisitions or
forging new alliznces to be betier positioned for a rebound 1n 1echnology speading Most new alliances and acquisittons have
focused on emesging ficlds such as cloud compuuing, sofiware delivery, and other tasks




via the netwwik, sather than on in-house machines Cumers have ulso utibzed wequsiions o make sigmficant iroads it
entetpnse outsourcmg markets that kave long been dominated by the major 1T outsourcers

< In 2

Glohal Whalesale competes wath traditianal cammiers for long-haul, vaice and IP serv diton, mobile video and dota needs
are dniving a greater need for wireless backhaul Network providers, cable companies and miche players are compettors for thiy
new revenuc opponunity
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[Patents, Trademarks and Licenses ]

Venzon owns or has licenses 10 vanous patents, copynghis, tndemarks. domain names and other intellectual propenty nghts
neceasary 10 conduct our business We actively pursue the Rling and registration of patents, copynghis, domain names, trademarks
and service mirhs 1o protect our intellectual property nghts within the United Siates and abtoad Venzon also actively grants
hcenses, 1in exchange for appropnate fees or otker ¢ deration and subject ta approp o and restnddonz 0 other
companies that enable such companics 10 utilize cetam Venzon imtelfectual property isghis and prapnetary technology as pant of
then produdts and suvives Such Licenses enable such third party heensees o take advantage of the results of Venzon's sescarch
and dexelopment efforts Whale these hicenses result in vuluable considecatton being puid 10 Venzon we do not beliey ¢ that loss
ot such consaideration, or the expuation of any of eur mtellecival propenty nghts would have a matenal €fiedt on our results of

operations

Venzon penodically recerves offers frum third parties o purchase or oblun licenses for pateats and other ntellectual propeny
nghis i exchange for royalues or other payments We also penodically reeive notices alleging that our products or services
infninge on third pany patenis or other intellectual propeny nghts These claims, whether against us direcily or agamnst third pany
supphiers of products or services that we an tum sell to our customers. 1l successtul, could require us 10 pay damages or roy alucs.
o

e

orecase offenng the relevant poducts

[Acqmsitiuns and Divestitures ]
“Acquisitons and Divesttures™ on pages 32 throuph 33 of the 2013 Venson Annual Report 10 Sharcownens 1s incorporated by
tefesence into thes repont

[ Regulatary and Competitiv e Trends ]
34 through 35 of the

* Regulatory and Compettive Tiends  mcluded in “Other Factors That May Affect Fuiure Results * on pay
2013 Venzon Annual Report to Sharcowners is incorparaied by reference into this eport

{ Emvironmentai Matters - ]

Invitonmental Matters included i Other Factors That May Affect Future Results " on page 35 of the 2013 Venzon Annual

Report (o Sharcowners 1s incorporated by reference into this report

[Execunve Officers ]
See Purt D), Item 10 Directors, Exccutive Officers and Corperaie Govemance ™ of this Aunual Repent on Form 10K dor
miormation aboul our exceuti e oflicers

[ Emptoyees

ly 176 800 cmploy

Unions represent approxunately

As of December 3], 2013 Venzon and its sub had apyp
28% at our employ s

{ Information on Our lutcrnet Website ]

We make available fee of charge on vur websne. our annual reports on Form 10-K, quarterly seports on Form 10-Q cuntent reports
on Form 8.K, and all amendments 10 1those repornts al www 1 enzon com/investor Venzon has adopted a4 code of ethics, as that term
15 defined i Lem 400(b) of Regulatian 5-K. which applies 1o our Chiel Lixecutive Officer, Chiet Finaneial Ofticer and Controller
A copy ol this code may be lound on our website at www venzon com/mvestor Any amendments (o this code or any waiver of ths
code for any eaccutin ¢ officer wall he posted on that websue
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[[Cautionary Statcment Concerning Forward-Louking ]

in this report we have made forwand-lookimg statements These statements are based on vur estimates and assumptions and are
subject 1o nsks and d-luoking nclude the infornation cenceming ow possible or assumed future
results of operativns Furward-looking statements also include those preceded or followed by the words “anticipates.” “behiey
“estimales, ar expressions For those statements, we ¢laim the protection of the sate harbor for furwand-ooking
statements contamed in the Pavate Secunties Litigation Reform Act of 1995

The following impontant factors, along with those discussed elsewhere 1n this repont and m other filings with the Secunties and
Exchange Commussion {SEC). could affect future results and could cause those resulis to differ matenally trom those expresscd in
the furward-looking statements
«  the abshiy Lo realize the expected benefits of the Wireless Transactien m the umefiame expected eratall,
« an adverse change n the ratings afforded our debt secunties by naionally accredited ratings organizatons or aderse
condifions in the credut markets atfecting 1he cosi including interest rates, andior avalability of further financing.

bicd as a result of the Wireless Transactian,

. ficamly dlevelsof
< changes i fax taws ar treaties, orin their interpretation,

¢ adverse cunditions i the U'S and intemnational economics

matenal adverse changes in labor matters iacluding labor negotiatuons, and any resulung financial andior operational
impact

matenal changes in technology or " .

»  disruption of our key supphiers” provisioning of producis or services.

changes in the regulatory covironment 1n which we operate, including any increase 1n restnctions on our ability 1o aperate
our networks,

»  breaches of network or informauoen sechnology secunty, natural dasasters terronst attacks or acts of war or sigmficant
hitiganon and any resulting financial impact not covered by insurance,

the cflects of compention 1 the markets in which we operate.

* changes tn accounnng p rhat reg! y agencies. including the SEC, may require or that result from changes m

the accounting rules or then application which could result in an impact on canungs

significant mereases in benefit plan costs or lower iny estiment retums on plan assets, and

the wnababity 10 implement our business sirstegies

Table of Cuntentn

The following discussion of “Risk Fuctors™ idennfies the most signijicant factors that mav advessely affect our business.
operations, financial condision or future performance This information should be reud w conpunction with "Manugemens’s
Discussion and Anabsts of Frnancial Conditron and Result of () d the consolidated finuncial statements and
seluted wates The fullowing disiusaon uf risks 1 not all-urclusive but 1¢ designed 1o lghhght what we helreve are mportant
Jactars (o consider when evaluanng our husiness und expeciannons These faciois could cause our future reculrs 10 differ
tations reflected i foraurd-looking stutemenis

materiafly fiom our histerwal results and fron exp

Adverse comdiisons in the US. and international economies could impact our resslts sf operations.

Unfavorable ceonomic conditions, such as a recession or economic slowdown i the United States on elsewhere. could negatively
affect the affordability ot and demand tor some of our products and services In ditficult economie conditions, consumers may seek
1o reduce discretionan spending by forgoing purchases of our products, electing to use fewer higher margin services or obruning
lower<ost producis and services offered by other companies Similarly, under these conditions, the business cusiomers that we
serve may delay purchasimg d delay full of service offenngs or reduce their use of senvices In addimon,
advene d may Jead 1o an sed number of our consumer and business customers that are unable to pay for
es I these events were to veeur, it could have a matenal adverse eflect on our resulis of operations

Servu

We tace significant competition thar may reduce our profirs.

We face sigmificant compeution in oun sndusiry The japid development of new technologies, services and products has ehiannated
many of the traditions! distinuhions among wircless cable, Intemet, local and long distance communication services and brought
new compenifors to out markes. including other teleph c cable wucless service providers, satelhite
providers, apphcation and device providen, electne utilnes and providens of VoIP services Winle these changes have enabled us
to offer new types of products and services, they have also allowed other poviden to broaden the scope of their own competntive
oftenngs Ous ability 10 compete effectively will depend on. among other things. our network quality, capacity and coversge, the
1ces, the quality of owr customer service, our development of new and enhanced products and
services, the reach and quahty of our sales and distnbution channels and vur capital resources h will also depend on how
cessfully we anticipate and respond 10 vanous factors affecung out industry, including new technologies and business models,
changes tn consumer preferences and demand for existing serviees, ds wrends and h I we are not
able o respond successiully 1o these pi hall we could exp reduced profits

Ifwe are not able 10 adupt to changes in technology and address changing consumer demasnd on « timely basiv, we may
experience a decline in the demand far our services, be unuble to smplement our business strategy and experience reduced
profin

Our imdustry 1s expenenung rapid change as new technologies aie developed that offer consumers an amay of choices for their
communications needs In order to grow and remaim competitive, we will need 1o adapt (o future changes in technology. enhance
our cxisting offenngs and muoduc: new oltennps 1o address our customers® changing demands Iff we are unable to meet future
Gom P on a umely basis o1 at an acueptable cost, we could lose cusiomen (0 our competitars
We may not be uble to .\ccumel, predict technolugical trends or the success ofnew services in the market In addinon, there could
be legal or regulatony restraints on our introduction of new <epvices {f our services fail 1o gain acceptance in the markeiplace, or 1t
costs assousated with 1 and 1 of the d: el these senaces matenally ncredse our ability fo retan
znd attract customers could be adversely affected

tn addition to intreducing new technologies and offenngs, we must phase oul vutdated and unprofitable technologies and
services M we are unable 10 do so on a cost<effective busis, we could eapencnce reduced profits In addition there could be legal
or regulatory restrants on our abihity to phase out curment services

Wedepend on key suppliers and vendors to provide eqsipment that we need to aperate okr bustness.

We depend on vanuus key supphens and vendon 1o provide us, directly or through other supplicss, with equspment and sen twes,
such as swilch and netwark equipment and handsets, that we need 1n order 1o operate vur business and provide products to our
cutomers For example, our handser and other device suppliers ofien rely on one vendor for the manufacture and supply of entical
cemponents, such ay Lhipsets, used 1o therr devices I these suppliers or vendors fal to provide equipment or service on a mely
baxis o1 Jail 1o meet ow perfommance expectations. we may be unable to provide products and servicer as and when requested by
our customers We also may be unahle to continue to mnntuin o upgrade our networks Because of the costs and time lags that




can be associated with trmitoming fiom onc suppher 1o another. our business could be substanually disrupted if we were
sequired to. o1 chose fo replace the products or seinvices of one or more mayor supphiers with products or services fiom another
'y on short notice Any such dismiption could increase e Our
operating efficicncies and have a matenal ady erse eftect on our business, results of operations and financial condition

The supplicrs and vendors on which we rely may also be subject to ingauon with respect to technology on which we depend.
including Iigation involving claims of patent wnfnngement Such claims have been growmg rapidly i the communications
ndustry We are unable 10 predict whether our business will be afected hy any such htigation We expect our dependence o key
suppliers to continue as we develop and duce more advanced of technology
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Changes in the regulatory framenork under which we vperate could adversely affect our business prospects or results of
operations.

QOur domestic operations are subject to segulation by the FCC and other federal, state and local agencics, and qur intermanonal
operanons are regulated by vanous loreign govemnments and intemational bodies These repulatony regimes frequently restnct or
impase conditions an our ability (o operatc 1 denignated arcas and to provide specified products or services We are frequently
requured 1o maniain hicenses for ou operations and conduct our in accordance with bed standuards We ane olten
involved 1 1egulatory and other g dings rclated to the I of these s ble 10
predict with any cenamty the outcome of pending federal and state regulatory proceedings relating to our operations, o1 the
reviews by federal o1 siate counts of regulatoy mulings Without relief, existing laws and segulations may mhibit our ability ta
expand our husiness and mvoduce new products and senices Similarly, we cannot guarantee that we witl be successiul in
obtuiming the licenses necded to carmy out our busingss plan 01 1n masmtaining our exnting ficenses For example, the FCC grants
wireless Licenses for tenns generally lasung 10 years, subiect 10 renewal The loss of, or a matenal lunitation on, cesntain of our
hicenses could have a matenal adverse effect on our business, results of operauons and financial condition

New laws or cgulaons or changes ta the existing regulatory framewark a1 the federal, state and local, or intemational level could
ettt the ways i which we manage our wirelie and wuceless networks impase addiional costs, impair revenue opportunitics
1d potentially impede our abality to provide seivices in @ mannes that would be attractive to us and ows customers For example,
certain services could be subject to conflicting regutation by the FCC and/or vanous state and local authentis, which could
significantly increase the cost of implementing and mfroducing new services As another example we hold cenam wareless
heenses that require us 10 comply with so<alled “open access’ FCC regulations, which generally require licensees of particutar
spectrum to allow customers o use devices and applications of their choice In addtion, our broadband Intemet access
subject 1o vanious ailempts 10 impose socalled “network neutiality” rules some of which were aflimed and others vacated on
appeal i ¢arly 2014 Proponeats of these rules want ww limit the ways that 4 bruadband Intenmict aceess service provider van
suuctun: business amangements and manage ats network The funther weglation of bivadband. wircless. and vur other activaties
and any related count deciaons could reainct our ability to compete in the marketplace and linat the retum we can expect to
achieve on past and future investments in our networks

¢ ICes are

Cyber attacks or other breaches of netwark or information technology securily could have an adverse effect on our business

Cyber attacks or other breaches of network orinfornation technology {IT) secunty may csthae equipment faalures or disruptions 1o
our aperations Our inability te operate our wirchne or wircless networks as a result of such events. even tor a himited penod ot
ume, may result 1n significant cxpenses and/or loss of market share to other communicauons providers In additton, the potenuat
habiliues associated with these events could exceed the insurance coverage we maintam Cyber attacks which include the use of
nulware, compuler vinuses and other means for d w h cd aucess, on o cs luding Venzon, have
increased in frequency. scope and poteatial ham i recent years While 1o dale. we have not been subjeet to cyber attacks o1 other
cyber merdents which, individually or in the aggregate, hasc been matenal 1o our operations o financial condition, the
preventive achions we take to reduce the nsk of cyber incidents and protect aur information technology and networks may be
msufficient 10 repel a major cyber attack an the future The costs associated with a major cyber attack on Venzon could wnclude
expensive tnceatives offered 1o existing custamers and business partners (o relan thewr business, increased expenditures on cyber
secunity measures, lost rex enues from business interruption and hugation Furiher. cestain of Venzon's businesses, including the
provisionng of secunty solutions and snfustiucivie and cloud services to business customen. could be negetively atfected if o
ability lo protect our own networks is cailed into question as aresult of a cyber autack In addition, of we fail 10 preveni the thefl of
vatuable nformation such as financial data, scnsitn ¢ infonmation about Venzon und nicllcctual property, or if we fuil to proteet
the pnvacy of customer and employee confidential data agamet breaches ol networh or IT secunty. 1t could result in damage to our
reputation. which could adversely impact customer and investor (idence Any of these s eould result in a matenal
adverse ellect on our results ol operations and financial condition

Narural disasters, terrorist acts eracts of wer could i ause damage to our infrostructure and reidt in significant disruptiom fo

our operations.
Qur husiness operations are suhject to mtemmupion by natura] disasters. power outages, terronst attacks, othes hostile acts and
cvents beyond out contml Such events could cause significant damaye to our imfrustructure upon which our busunesy operations
tely, resuluing i degradation or distuption of service 1o our cusiomers While we mawstaim msurance coverage for some of these
events, the potential labilittes a u'llcd with these events could exceed 1he msurnce coverage we matmiam Our system

way be o1 and our disaster recor ery planming may not be sutlicient for all eventualities These
events could also damage the infastructuse of the supplicrs that provide us wath the equipment and services we nced (o operate

our business and provide products 1o vur customers A natuml disaster or other event vausing signtficant physical damage could
cause us to expenence substantial Josses resulting in significant 1ecovery ime and expenditures 1o resume operations In addition

these nceurmences could result i {ost sevenues iom busines< intequption as well as damage to our epitation

Venzon’s debt has increased significantly and could increase fusther if Venzon incurs additional debt in the future and does mot
refire existing debt

As of December 31, 2013, Venzon had approximatcly $93 6 billion of outstanding indebiedness, a3 well us approximately 36 1

billion of unused hoirowing capacity under s exntng credit faciity Since that date, Venzon has sncurred $20 3 billion of

additienal indebiedness and became enutled to draw upon an additional $2 bilhon of borrowing capaciy under a 364day
revolving credit agicement Venzon®s debt level und related debt gervice obligations could have negatine consequences,
ncluding
= requinng Venson to dedicate significant cash flow (rom aperations 10 the payment of principal, nterest and other
amounts payable un its debt and the prefened stock 1seued by the entity acquied bum Vodatone, which would reduce
the funds Venzon has available for other purposcs. such as working capital, capital expenditures and acguisitions,
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*  making 1t more dafficult or expensive for Venizon to obtain any necessary future financing for working capital capital
expendilures, debt service debt or other purposcs,

= reducing Venzon s flexibility o plannmg for or reacting 1o changes in ity industry and market conditions.

« making Venzon more vulnersble n the event of a downtum 1n its business, and

= exposing Venzon 1o incrcased miesest rate nsk gis en that 2 poriian of 11s debt obligations are a1 vanable inierest rates
In addiuion, the tenn loan agreement Venzon entered into mn connection with the Wireless Transaction requires Venzon o

maintam a centain leverage ralie unless Venzon's credn ratings ase a1 or above a centain level, which could Limit Venzon's ability
to ohtain additional financing 1n the future

ty of financing
We require a significant amaunt of capital to operate and grow our business We fund our capital needs in pan thiough bomowings
tn the public and private credit markets Adverse changes in the credit markets, including increascs 1n interest rates, could increase
our cost of bomowing and/or make 1t more difficult for us to obtam for our o1 refi existing mdebted

In addition, our bomowing costs can be affected by short- and long-term debt mtings agsigned by independent mting agencies
which are based, n pan, on our as by customary credit metnes A deciease in these raungs
would hikely ncrease our cost of buowing and/or make 1t more difficult fur us 10 vbtain finanang A severe distuption i the
global finaneial markels could smpact some of the financial iasthiutions with which we do business, and such instability could
also affect vur access to financing

Adverse changes in the credit markets could increase our borrawing costs and the availa

on benefits and active and reniree healthcare benefits may reduce our profitability and increase our

Increases 1n costs for pens
Sunding commitments.

With approximately 176,800 employecs and approximately 209,000 retirecs as of December 31 2013 ehgible to participate s
Venzon's benefit plans, the costs of pension benefits and active and retirce healthcase benelits have a signsficant impact on our
profitabality Our costs of maml.unm;_. these plan, and the future funding tequirements for these plans, are allecicd by several
facters, including the of the p s of the Pauent Protection and Affordable Care Act and the
Health Care Education Reconar .llnul Actof 2010 meicases in healtheare coss, decreases in investment retums on funds held by
our penston and other benefit plan trusts and changes i the dicount rate used to calculate pension and other postretizement
expenses 1M we ate unable to imit finuie increases an the costs of our benefit plans, those costs could reduce our profitabiliny and
ncrease our funding comnutinents

A sigmficant portion of our workforce is represented by lebor unions. and we conld incur addttional costs or experience work
stoppages as a result of the /4 ion ef our lubor
As of December 31, 2013, approximately 28% of our workforce was represented by labor umons We are currently engaged 1n

contract ncgotanons with laboa unions pp! 1y 2.900 employces of our wiehine business, and we will engage
1 additional negotiations as other labor contracts expire in the future Depending on the outcome of these negotiations we could
incur additional costs and/or exp ¢ lengthy work which could adversely affect our business aperations. including

causing a loss of revenue and struned relatronshipy with customers.

We are subject (o u sigm ficant amount of itigation, which could require us to pey significant damages or settfements

Our business faces a amount of Tud from tame 10 ume patent infnngement lawsuits antitrust class
actions, wage and hour class actions personal injury claims and lawsunts relating to our ady erustng. sales, billing and collection
practices In additron, our wircless business also faces personal injury and consumer class scuon lawsuts relating 10 alleged heahih
cffects ot wircless phones or radie frequency transmiess. and class action Jawsuns that challenge marketing practices and
disclusures relatmg 10 alleged adverse health effects of handheld wieless phones We may incur sigmificant expenses i defending
these lawsunts In addition, we may be required to pay significant awards or settiements

Sales of chaves af Verszon common stack after the completion of the Wireless Transaction may couse the market prce of Verzan

common stock to full.

As of December 31, 2013, Venzon had approximatcly 2 K6 hillion shares of common stock outstanding Venzon 1ssued
approximately 1 27 ballion shares of Venzon cominen stock in connection with the Wireless Transaction The issuance of these
new shares of Venzon common stock could have the eflect of depressing 1he market price for Verizon common stock




In addition. many Vodafone sharcholdess are alieady helders of Venzon and those shaicholden may decide not to hold the
additional Venzon shares they received in the Wireless Transaction Other Yodafone shareholders, such as funds with geographi
Iinutatians on then pemutted investments. may be requued to sell the shares of Venzon common stock that they recen ed m the
Wircless Transaction Such sales of Venzon common stock could also have the effect of depressing the market pnce for Venzon

common stock
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Our principal properites do not lend themselves to simple desciption by chamcter and locatian Qur 10tal investment 1n plant,
propeny and cquipment was approaimately $221 billion at December 31,2013 and $210 hillion a1 December 31, 2012, including
the effect of . but before ded d d 1 Our gross invesiment i plant property and equipment
consmisted of the following

At December 31 2013 2002
Network cquipment 80.1% 79 7%
Land, buildings and building equipment 2% 1w

Fumiture and other

Our asap of total prop are as follows'

At Decembet 31
Wireline
Wircless

ther

Network cquipment consists pnnunly of cable (enal, buned. undenground o1 undenea) and the related suppon structuses of pules
and conduit, wireless plant, switching equipment, network software. tansmission equipment and related facilities Land, buildings
and building equipment consists of land and land impros ements, central eflice buildings or any other buildings thal house
network equipment, and bulds that are used for admumisirative and other purpases Substantially all the switching centers are
Jucated on land and i buildings we vwn due to ther entical ile m the network and high setup relocation costs We also
maimain faciities thioughout the Unined Siates compnsed of adnunisirain ¢ and sales offices, cusiomer care cemers, retasd sales
locanions, garsge work centers, switching centens cell sites and data centers Fumniture and other consists of telephone equipment
fumiture, data processing equipment, otlice cquipment, motor schicles. plant under construction, cdpitalized non-network
computer software costs and leasehold mmprovements A portion of our propenty i« subjeet to the liens of their respective
mongages secunng funded debt

I8

Tuble of Contints
LN e LRV

On September 15, 2010, the US Bank Nanonal Association (UGS Bank), as Litigation Trustee for the Ideare Ine Liugation Trust
(Litigation Trust), filed sut in US Distnet Court for the Northem Mhistnet of Texas agamst Venzon and certain subsidianes
chatlenging the November 2006 spin—ofl of Venzon's foaner directones business then hnown as [deare Ine US Bank which
represents a gmup of creditors who filed claims in Idearc’s bankptcy. alleged that Idearc was snslvent at the nme of the spin-of’
or became 1nsolvent shontly thereatict The Lingation Trust sought over $9 billion in damages Following 4 two-week tnal n
Octuber 2012 hmuted o the question of the value of ear Inc on the date ofthe spin-ofl. on Sanuaty 22 2013, the Court 1ssued »
decision finding that the value was “at least S12 billion ™ As $12 tillion exceeds the value of the debt ard cash thar Wdeare
transterred 10 Venzon on the date of the spin-oft the Court issued a related Order 10 Show Causce drectng the Linganon Trust to
submit 2 bnef that “explains why any (or all) of 1ts lepal claims aie viable 1n ight of the count’s finding on Idearc’s value ™ In s
Junc {8, 2013 decision. the Coun entercd judgment for Venzon and ots >ubaidianes and ruled that US Bank would ‘take
nothing” on s claims US Bank appealed the deaision fo the US Coun of Appeals for the Fifih Circun, where bnefing 1s
<cheduled o be completed in the first quates of 2014

On October 25, 2011, a Litigauion Tiust created dunng the bankrupicy proceedings of FanPoint Communications. Ine filed a
complaint in state Loun in Meckienburg County North Carolma, aganst \ enzon and other iclated entinies The complamt wm:
that FairPoint $ acquasition ol ' Ven zon s tandline operations in Maine. New Hampshare and Vermont in March 2008 was structured
and carned oul 10 a way that lefi FaiPoint tnsolvent or led (o 115 insols ency shonly thereafier and ultinately 10 11s October 2009
bankruptcy The Liigaton Trust secks approammately $2 halhon 1n damages Venzon remoed the case (o the Uniied §
Distnct Couil for the Wesiem Distnict of Nonth Carolina in November 2011 At the close of discovery in February 2012,
filed a summary judgment monon to disaues the wwo counts i the pl ¢ fiaudulent transfer and actudl
traudulent transfer On func 12, 2013. the Court granted Venzon's summary Judgment motion in part, dismussing the Litgation
Trust's consuuetn ¢ fraudulent transier claim A tuo-weck hench tual imited 10 the actual fulent transier claim fuded
December 15.2013

In Octaber 2013, the Califomia Atlomey General s Ofice nonitied Venzon Califermia Inc and other Venzon companies of
potenual viglstions of Cahiformis state hazandous waste statutes prumenly ansing Gom the disposal of electronie components,
battenes and acrasol cans at certain Califormia facihiies We are cooperaung with this investigation and conunue to review our
operations relating o the managunent of hazasdous waste While penalues relating to the alleged violatons could exceed
$100,000, we do not expect that any penalties ultinmtely eumed wall be matenal

T T e

were 585931 sharconnas of recond

1ligh and low steck paces. s reported on the New York Stock Exchange composite tape of transacions and dividend dats are ay
follows

Market Price Cash Dividend
High Low Declared
2013 Fourth Quarter $ 5149 S$4603 S
“Third Quarter §1.94 45.08
Second Quarter 543 47.717
First Quurter 49.59 4150
2012 Founh Quarter $4712 s aus 3
Third Quarter 4641 4218
Second Quaner 4477 16 80
First Quarter 40 48 1707

On February 3.2011 the Board approved a share huybak program which authonzed the repurchase ot up to 100 nulhon shares ot
Venzon common stock terminating no later than the close of bustness on February 28 2014 The Board also determined that oo
additional shares were to be purchased under the previously authonzed buyback program The progiam permits Venzon 1o
repurchase shares over ime, with the amount and timung of rep d ding un markct d and componte necds The
Company may also entet 1n1o Rule 10bS-1 plans ftom ume to (ime 1o fauils es ender this authonzauion A
Rule 10bS-1 plan penmits the Company 1o repurchase shares a1t times when 5t pught otherwise be prevented trum doing so,
provided the plan is adopied when the Company 1s not aware of matenal non-pubhic informanion

ate repurchases of 1y s

Dunnyg the fourth guarter of 2013, Venzon did not repurchase any shares of Venzon common stock At December 31 2413 the
maximum number of shares that could be purchased by or on behalf af Venzon under our share buyback program was 96 §
hon

Fon other information required by this 1iem xec the section entitled  Stock Performance Graph™ on page 9 of the 2013 Venzon
Annual Report 10 Shareowners, which 1s incotporated herein by seference

i M R BT I L
Information requned by this item is ncluded 1n the 2013 Veuzon Annual Report to Sharcowners under the heading “Stlected
Financial Data” on page 9, which 15 incorporaied herein by reference

Intormation requited by this item 15 included an the 2013 Venzon Annval Repon to Sharcowners under the heading
“Management’s Discussion and Analysis of Inancial Condition and Results of Operations™ on pages 10 thmugh 28, which ts
incorporated herein by reference

P N S A

Information required by this item s included i the 2013 Venzon Annual Repon to Shaicowners unde: the heading “Murket Risk™
on page 29, which 1s incarparated hetein by reference

e g

Information requined by this stem s meluded in the 2013 Venzon Aanual Report to Sharcowners on pages 38 through 71 which 1s
mcorporated heren by reference
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Our chief executive officer and chief financial oflicer have evaluated the etfectiveness of the registrant’s disclosure contrsls and
procedures (as defined 1n Rules 13a-15(¢} and 15d-15tc) of the Secunucs Fxchange Act of 1934), as of the end of the penod
covered by this Annual Repon, that ensure that mtormation relating to the wegistront whach s requized 10 be disclosed i this
repoat 1s 1ecorded. processed. summanzed and reported withm required time penods Based on this evaluation, our chief exccutine
otlicer and chief financial offices have concluded that the cegistrant’s disclosure controls and procedures were effective as of
December 31,2013

In the ordinany course of business, we revicw our system of intemal conuol over financial wporting and make changes to our
systems and processes intended to ensure an cffective intemal control environment We are continuing an snaniative to implement
pew financial sysiems that will continue in phase< over the nexi severa) quariers We are also coninuing an intiaine o

dardize and hze transaction: e within our accounting processes, which we expect to continue over the
nextsevenal years These insiatives wall mmrpcme cena changes in p aswell In with these and
the resulting changes sn our tinancial systems and lr‘.\lll.\cuon-plu;:nlng activiues, the Company continucs to enhance the design
and documentation of our intemal control progesses to ensure that controls ever ur financial eporting remaum eilective

Except as noted above there were no changes in the Company“s intemal control over financial reporuing dunng the fourth quartes
02013 that have matenally affected, or are reasonably likely 10 matenally atlect, our intemal control ax et financial reporting

Munagement’s report on intemal control over finuncial ieporung and the attestanon repont of Venson's independent registered
public accountmy firm nre mcluded in the 2013 Venzon Annual Report to Sharcowners on pages 36 and 37 and an: incomporated
herein by ieterence

Sct forth betow 15 infopmation with respect to our executive officers

Nams Age  Office Held Since
Lowell C McAdam 59 Chaiman and Chiel Execunive Officer 2011
Roy H Chestnutt 54 Exceutine Vice President — Strategy. Development and Planming 2013
Reger Guman hL] Exccutive Vice President and Chiet Information Officer 2010
Damel S Mead 60 Executine Vice President and President and Chief Executive Officer -

Venizon Wireless 2010
Anthony ! Mclane 33 Ixccutive Vice President and Chief echnology (Hficer 2010
Rundal § Milch 55 Exccutive Vice Preadent — Public Policy and Geoeral Counsel 2008
W Rohen Mudge 54 President - Coneumer and Mass Business Markers 2012
Man ¢ Reed 55 Lxecutine Vice President and Chief Admimistrative Officer 2004
Francis J Shamo 53 Exccutive Viee President und Chiet Fsnancial Ofticer 2010
Anthony T Skiadas 45 Senror Vice President and Consroller 2013
John G Stratton 52 Executirve Vice President and President - Venzon Enterpnse Solutions 2012
Mami M Walden 46 Lxecutnne Vice President and President — Proaduct and New Bustness

Innovauon 2014

Pitor to <crving as an eaccubive officcr. cach of the above officcrs has held highdevel managenal pasitions with the Company o1
one of 1ts suhsidianes for at least five years with the exception of Mr Chestnutt, who has been with the Company since 2011
Officers arc not clected for a fixed tem of office and may be removed Som office a1 any ume a1 the disciction of the Boad of
Directors
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Roy H Chesnut 15 Executine Vice President - Strategy. Development and Planning for Venzon From the nime he jomed the
Company m 2001 until he was apponted 1o bs cument rolc w January 2013, M1 Chestnutt was Senior Vice President o1
Comarate Strategy Prnor 10 juinmg Venzon, Mr Chestnultl served as Comorate Vice Prewident of the Amencas at Motorola
Networks fiom June 2010 10 June 2011, and from 2006 to 2009, M1 Chestnuu was Chainman and Chief Executive Officer of
Grande C Ca N ks (Grande), 3 facalities-hased provider of bundled coimnuntcations services Pnor o joining
Gande. Mr Chestnutt held a vanety of management positions wath Spnnt-Nextel Comp . Nextel C and
AnTouch Communiations

reunng from the Board of Dhrectonrs in Apnl

Set forth below 1s information with respeet 1o Directors cunenily s office who a
2014 and are not standing tos reclection

Sandra O Moase

Di Moase. 72 1% President of Sttegic Advisory Services LLC, 8 consulung firm She was Senim Managing Painer of The Boston
Cousultmg Group. Inc (BCG) until 2004 At BCG. Di Moosc provided strategic plannimg. operational effectivencss and related
consulung senices to global clients 1 a vanety of industnes, including consumer and andustnal goods, financial services and
telccommunications, over a 35-year career Dr Maose was a pancipal founder of BCG's Financial Services practice and a key
contributor to the development of the finn's carly management concepis She led BCG's New York office from 1988 10 1993 and
was Chair of the East Coast segion, which accounted for approximately 20% of BCG's uvenull revenuies, tiom 1994 10 1999

Dr Moosc's expencnce at BCG as a strategac advisor to diverse clients enabies herto advise the Boand and senior mmanagemcent on
key issucs of cosporate stricgy. including with reepect 1o global growth, goods and rssues In
addition to ber strategic planning expertise. Dr Moose has been the chuir or presiding direcior of seven! public companics and
scveral chantable oigamizations, which has given her extensive experise 1n corporate povemance Dr Moose also bnngs to the
B substanual financial expertiie and insights mto the views of insututional mvestors. which are ymportant to Venzon as a
public campany

Dr Muose has served as 3 Director of Venzon since 2000 and was & diector of GTE Corpuration from 1978 w 2000 She 1s
Presiding Director, Chauperson of the Corporate Govemance and Policy Commitice and a member of the Audit Comminiee Dr
Mouse 15 also Chauperson of the Board of Trustees of Natixis Advisor Funds (where she has sen ed as a trustee of the funds and
their predecessors smce 19%2) and Loonus Sayles Funds (where she has served as o trustee sinee 2003) and a dircctor of The AES
Cormomtion (since 2004) In the past five years, Dr Moose hus sened on the board of Robm and I1aas Company as its lesd
director

Joseph Neubauer
Mr Neubauer. 72, 1s Chainnarn of ARAMARK Holdings Corporation and ats subsidiary ARAMARK Corporation. a professtonal
services company Unul May 2012, he was also the Chiel Exccutive Officer He has served i those toles with ARAMARK and ats
predecessors for more than 25 vears ARAMARK's approumately 272.000 employees provide food, hospitality, facibty and
umform senices 1n 22 countnes and generated $13 9 billion sn revenue dunmg ats 201 fiscal vear Mi Neubauer joined
ARAMARK's predecessor, ARA Services, in 1979 as Executive Vice Presudent of Finance and Development, Chief Financial
Officer and a director He was ¢lected Prestdent in 1981, Chiet Executive Officer in 1983 and Chainnan 1n 1984

Dunng his feng tenure as Chaiman and Chief Executive Officer quRAMARK Mr Neubauet gained business and nanagement

expenence leading a large. complex with and a large, diverse workforce This expenence
gives him a thorough understanding of many imporiant issues faceng Venzon Mr Neubauer bnings 1o the Board, along with other
skills and qual expertise i corporate finance. strategy and des cloy §is binad background in hospitabit

and professional servi well a< s jo-depth hnowledie of consumer services. gaves Mi Newbauer insights on seaching retail
and business customers, which 15 cnueal o Venzon's success

Mr Neubaver has served as a Director uf Venzan siice 1995 and 1s Chanperson of the Human Resources Committee Heas alse a
director of Mucy's, tnc (since 1992)

Hugh B Price

Mr Pnce, 72, 1 8 Non-Resident Senior Fellow a1 The Brook L 4an rescarch and policy institute M:
Pnce was President and Chaef Executive Officer of the Natonal Urh:m League from 1994 unnil 2003 Dunng that ume, Mr Price
restructured 1ts boaid of directors. develeped a new mission for the League and establhished ns research and pohey center

Followng his work at the Natonal Urban League, My Pnce was Sentor Advisor of DLA Prper Rudmick Gray Cary US LLP trom
2003 10 2005 and 3 Non-Resident Senior Fellow of the Economic Studies Program a1 The Brookings Institution from 2006 1
2008 From 2008 10 Junc 2013, he served as a visiting prfessor at the Woodrow Wilson School at Pnnceton University  Pnor to
tuning the National Urban League. Mr Price held a vanely of positions 1o joumahism, law and public interest organizations.
meluding senvmg on the Editonal Board of The New York Timec

s
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M) Pnce bangs to the Bourd. among othes skills and quahifications, a wide mnge of expenence in feadership posittons 1o both the
pnvate and non-profit sectors: As a result of his expenence at the Nauonal Urban League and The Brookings Insiitution, Mr Price
15 able 1o advise the Board and seruor on and public nterest assues His extensive
management and leadenship expenence enables bim to provide lmu.hh un corporate governance multers He also has expertise 1n
strategic planming. operations management and business s ives, which are cntical issues for Venzon

Mr Price has served as a Director of Venzon since 1997 and was a Director of NYNEX Curporation from 1995 10 1997 Heisa
member of the Componate Govemance and Policy Commitice Mt Pnce 1s alvo a director af MatLife Inc (since 1999) and
Metropolitan Life Incurance Company {mince 1994)

Other mformation required by this stem s incosporated by reference to the hiographies of the Directors standing for re<lection on
puges 11-16 of Exhubat 99 the on entitled “Section 16(a) Beneficial Ownership Reporting Comphance™ on page $9 of
Eahibin 99, the section entitled “Business Conduct and Ethies™ on page 2 of Exhibit 99, and the information relating 1o the Audit
Committee on page § of Lahibit 99 There have been no matenal changes 10 shareholder nominating procedures

Infonnation with 1epeut to exccutine compenseiion iy ncorported by sefeience o the sections entitled " Compensation
Discussion and Analysis™ and  Compensation Tables on pages 31-57 of Exhibit 99 The Compensation Commuttee Report is
incorporated by relerence to page 31 of Exhibit 99 Therr were no compenaation commutiee terdocks or tnsider transactians
required to be disclosed pursuant 1o iem 407(eX4) of Regul. $-K under the 8 Exchange Actof 1934

Information with respect to secunty ownership 15 mcosporated by reference to the section enutled * Sevunity Ownenhip of Centain
Beneficial Owners and Munagement™ on pages $7-59 of Exhibn 99

The following table provides mformation as of December 31, 2013 for 1) all equity cnmpcnm..m plans previously approved by
the Company's sharchnlden. and (11} alt equity compensation plans not p by the Company's sharcholders
Since May 9.2009 the Campany has osly 1<ssucd awands under the 2009 Venzon Communications lne Long-Term Incentive Plan
(2009 LT which provides for anaids of stock aptians, restncted stock, testincted stock units, pesformance stock units and other
cquily-hased hypothetical stock unns to employcees of Veuzon and its subsidianes No new svurds are permutied to be issued
under any other cquity compensution plan In accordance with SEC rules the table docs not include outstanding awards that are
payable solely 1n cash by the terms of the award, snd such awards do not reduce the nuiber of shares remaning for i1ssuance under
the 2009 LTIP

Waghud ssemage
rce o

u
columa (x}) tc)

Plas catpon

LEquity compensation plans approved
by sccunty holders

Equity compeasation plans not

99,062,483 1

apprused by secunty holders 248,756 4 — -
Tetal 17,382,682 s 3435 99,062,433

(1) This amount includes 982 K81 shares of common stock subject 1o outstunding stoch options, 16,120,285 shaes of common
stock subject to oulstanding restneted stock unns and pedfnmance stock unns, and 30,760 <hares subject o owistanding
defened stock units, i cach wase mcluding. for awards other than stock options, dividend cqmivalents accrued on such
awaids thiough Icembe: 31 2013 This does not include pertormance stock umts, defetied stock units and detened share
cquinalents payable snlely in cash Nene of the vutstanding stock options include tandem diwvidend equivalent nghts

(2} Tlus number reflects the werglited av erage eacrense puce of outsanding stock optious Venizon's outstandimy restneted siock
unis, performance sock unis and deferred stock umits do not have exercise pnces associated with the settlement of these

awarde

{3} This number retlects the number of shares of common stock that remained avalable for future i1ssvance under the 2009 LTIP

(1) Tlus number reflects shares subject to deferred stock umits credived 1o the Venzon Income Defermal Plan, which were avarded
m 2002 under the Venzon Communrcanions Broad-Based Incentive Plan No new awards arc pemuticd 10 be 1ssued under
this plan

™
=

Information with respect to transactions with selated persons 15 ncorporated by refeience to the section entitled “Related Person
Transaction Policy  on pages 2-3 of Exhibnn 99 Information with sespect to Director mdependence 1s incorporated by ecfurence to
the section enttled * Independens ¢ on page 3 ot Exhibit 99

I . e .

\pm to principal accountant fees and services 1s uu.mpm.m.d by reference 10 the section entitled * Rat,
d Public Acconnting Finn™ on page 17 of Exhubn 99

Intonnation with
of 1

(a) Documents filed 4s pant of this repun
Page
(I} Report of Management on Intemal Control Over Financial Reporing
{2) Reportoflnd Jent R d Public A

) Repon of Independent Regustered Public Accounting Firm on Fing

Firm on Intemal Control Over Finanuial Reporting

al Statenents

Financial Statuments covered by Report of Independent Registerd Public Accounting Firm
Consolidated Statements of Income

C 1 S of C h Income

Consolidated Balance Sheets

Consolidated Statements of Cash Flows

Consohidated Statements of Changes in Equily

Notes to Consolidzted Financial Statements

e

* Incorperated hetcn by reference to the appropriate porttens ot the registiant™> Annual Report to
Sharcowners for the fiscal year ended Devernber 31,2013 (See Pant 11y

(%) Financial Siatement Schedule

11— Valua

on aud Qualifying Accounts 2%
(5)  Exhlbns

_Table of Conteats

Exhilnt
Number Description

3uyt) Restated Centificate ot Incotpoiation of Venzon Communications Ine (Venzon) (filed as Exhibit 3a to Form 10K for the
year ended December 31 2005 and ancorporated herein by reference)

3a(n) Centificate of Ainendment of Restated Certificate of Incorporation of Venzon, effective February 3 2014

b Bylaws of Venzon, as amended. effective as of December 3, 2009 (filed as Exhibit 3b to Form 8-K dated December 7,
2009 and mncompenated herein by reference)

da Indenture hetween V'enzon, both individually and as successor in interest to Venzon Global Funding Corp, and US
Bank National Association as successor trustee to Wachovia Bank, Natianal Association formedy known as First Union
National Bank as Trustee, dated as of Deeember 1, 2000 ncorporaled by sefeience 1o Verizon Global Funding Corp s
R Si on Form $-4, Reg No 333647 hibir4 1y

4b Farst Supplemental Indeuture between Venzon both individually aud as successor i intesest 1 Venzon Glohal Funding
Comp. and US Bank National Association as successor trustee to Wachovia Bank. National Assocration, formerly
known as First Union National Bank as Trustee, dated a5 of May 15, 2001 gncomporated by reference to Venzon Global
Funding Com s Regisiration Statement on Fonn 8-3, Registration No 33367412 Exhibit 4 2}

c Second Supplemenial Indenture between Venzon, botlh individually and as successor i nterest to Venzon Global
Funding Cotp, and US Bank Natonal Assucistion, as successor trustee to Wachovia Bank, National Assocration,
formerly known as Fust Union Nanonal Bank, s Trustee, dated as of September 29, 2004 (incompotated by reference to
Form ¥.K hied on February 9, 2006, Lxhibit 4 1)

=
=

Thind Supplemental Indenture between Venzon, both individually and as suceessor i anlerest 10 Venrzon Global
Funding Corp. and US Bank Natuonal Assouation, as successor 1rustee 1o Wachovia Bank, Natianal Assoctation,
formerly known as First Union Nanional Bank, as Trustec, dated as of Scptember 29, 2004 gncorporated by referencce to
Form 8K filed on February 9. 2006 Exhibin 4 2)

Except for Exhibits 43 - 44 shove no other msinunent which defines the nghis of holders of long-tenn deht of Venzon
and 1ts concolidated subsidiaries i< filed herewnh pursuant to Regulation S-K, Item 601(bX4X1XA) Pursuant to this
regulation. Venzon hereby agrees to fumish a copy of any such imsiument 1o the SEC upon request

rs
a

10a GTE's Chaniable Awaids Program (filed as Exhibin 10-10 10 GTE's Form 10-K for the year ended December 31, 1992,
File No 1-2755 and incorporated herein by reference) **

105 NYNEX Ditectors’ Chantable Award Program (filed as Exhibn 15 to Form 10K for the year ended December 31, 2000
and mcorporated buem by refercnee)

J0¢ 2009 Venzon Long-Tem Incentive Plan, As Amended and Restated d by reference to Appendix D af the

Regisirant’s Proxy Statement included in Schedule 144 filed on March 18, 2013) **

10c()  Performance Stock Unit Agreement 2011-2013 Award Cycle {filed ss Exlubit 104 10 Fonn 10-Q for the penod
ended March 31,2011 and incomorated herein by reference) **

10ctn) Restncted Stock Uit Agreement 2011-2013 Award Cycle (filed as Exhibit 10b 10 Form 10-Q foi the penod
ended March 31, 2011 and incorporated herem by reference) **

10y Torm of 2011 Speciul Performance Stock Unit Agreement {filed as Exhabst 10 to Form 10-Q for the penod ended
Scptember 30,2011 and T d by sefercnce) **

10cuv) Performance Stock Unn Agreement 2012.2014 Awaid Cycle (filed as Exhibit 10a to Form 10-Q for the penod
ended March 31,2012 and incomporated herein by reference) **
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10c(v) Restneted Stock Unit Agreement 2012-2014 Award Cycle {filed as Exhibit 10b to Form 10-Q for the penod
ended March 11, 2012 and incorporated herein by reference) **

10¢(v1) Perfvrmance Stock Unit Agreement 2013-2015 Award Cycle (filed as Extubit 104 10 Fonn 10-Q (i the penod
ended Morch 31, 2013 and incomporated herein by relerence) **

10¢(vis} Restacted Stock Umit Agreement 2013-2015 Award Cycle tfiled as Exhibit 10b to Form (0-Q for the penad
ended Manch 31,2013 and incompomted heremn by peference) **

Table of Cuntents

10p US. Wireless Agreemen, dated Sepicmber 21, 1999, among Bell Atlantic and Vodafone Ainouch plc, including the
forms of Amended and Re<iated Partnership Agreement and the Iny estment Agreement (filed as Exhibnt 10 o Form
10-Q for the penod endud September 30, 1999 and d herean by seference)

10q Tenn Loan Crednt Agreement. dated as of October 1. 2013, among Venzon., JPMorgan Chase Bank. NA . s
admumistiatin ¢ agent, and the lenden panty thereto (filed as Exhibit 10 1 to Form 8K filed on October 3, 20173 and
mcormponated herein by reference)

12 Computation of Ratio of Lamings to Fixcd Charges filed hetewith

10d Venzon Short-Term Incentive Plan, As Amended and Restated (incorporated by refesence 10 Appendix C ot the
H 's Proxy S included mn Schedule 14A fiked on March 23,2009) ** 13 Porions of Venzon's Annual Repont 1o Shurcowners for the fiscal year ¢nded December 31, 2013 filed herewath
10c  Venzon Income Defermal Plan (filed as Exhibit 10f 10 Form 10-Q for the period ended June 30, 2002 and incorporated Only the mformation mcorporated by reterence info this Fom 10-K s included ia the exhibat
herein by reference) ** 21 List of pnncipal subnidianes of Ven zon filed herewith
10e()  Descnption of Amendment 1o Plan (filed a5 Exbubst 100611 to Form 10K for the vear cnded December 31,2004 23 Consent of Emst & Young LLP filed herewith
ed here eferenie)*®
and incomuinted herein by reference) 311 Cemtication of Chiel Executive Oflicer purusnt to Section 302 of the Sarhanes-Oxley Act af 2002 filed herewith
Excess I Man (fi ‘ I e K i 2 . A ) i i K )
1ot IZ?t;:;ﬂ e Plan (filed as Uxhubit 10p to Fom 10-K for the year ended December 31, 2004 and ncomporated 312 Cerufication ol Chel Finaneial Qificer pursuant to Scetion 302 of the Sarbanes-Oaley Act af 2002 filed herevnth
cference;
32 1 : s a ; 2002
10f)  Descnption of Amendment 10 Plan (filed as Exhibst 10p() to Form 10-K for the year ended December 31, 2004 I Cemification of Chief Executin ¢ Officer pursuant to Section 906 of the Sarbanes-Oxley Act o 2002 filed herewith
and incomporated herein by reference) ** 322 Centification of Chuef Financial Officer pursuant to Section 906 of the Sathanes-Oxley Act of 2002 filed herewith
10g GTE's Executive Salary Defemal Plan, a< amended (filed as Exhibn 1010 o GTE's Form 10K for the year ended 99 Selected Corporate G ance and Executive Comp Informat inctuded in the Preliminary Proay
December 31, 1998, File Nuo 1-2755 and incorporated herean by reference) ** Statement for the Venzon 2014 Annual Mccting of Sharcholders filed with the Si and Exch C
. . ary 26,2014
10k Bell Atlantic Sentor Management Long-lenn Disability and Surviy or Protection Plan, as amended (filed as Exhibit 10h unlebruary 26,201
to Form SE filed on March 27, 1986 and Exhibat 10b(n) to Form 10-K for the year ended December 31, 1997 and 101 INS XBRL Instance Document.
«d herein by reference)* *
ncorporated herein by referenc.e) 101 SCH  XBRI. Taxonumy Extension Schema Document
[ N . . . Kt 11,2010 X )
i fGTE Exceutive Retiree Lfe Insurance Plan (filed as Exlnbit 10q 10 Fonn 10K for the year ended December 31, 2010 and JOLPRE  XBRLT s Linkbase D
ncorporated heremn by reference) **
Iy Venzon Exccutive Life Insurance Plan As Amended und Restated September 2009 (filed as Exiubat 1Us to Form 10K for 101 CAL  XBRL Taneacuay Calculation Linkbase Decument
the year ended December 31, 2010 und incomporated herem by reference) ** 101 LAB  ABRL Taxonosny Label Linkbase Document
10k Venzon Exccutive Defermal Plan filed as Exhihst 10¢ 10 Form 10-Q for the penod caded June 30, 2009 and mcomporated 101 DEM XBRL Taxonomy Extension Defimition Linkbase Documens
. srence) **
heretn by reference) ** Indicates contract or comp y plan o1
10 Form of Awcrafl Tume Shanng Agreement tfiled as Exbubat 10v to Form 10-K for the year ended December 31, 2010 and N
incoporated herein by seference) ** 27
10m  NYNEX Deferred C tion Plan for Non-Employee Directurs (filed as Exhibit 10gg to NY?
Statement No 257850, File No 1-860% and incoiporated hieiein by refereace) **
It Amendment ta NYNEX Deferred Compensation Plan for Non-Employ ec Directors (filed as Exhibat 1012 5a 1o NYNEX s
Quatterly Repon on form 10-Q for the penod ended June 30, 1996, File No 1608 and incorporated herein by
refeience) **
100 Venzon Senior Manager Severance Plan (filed as Exhibit 10d 10 Form 10-Q for the peniad ended March 11, 2010 and
meorporated herein by reference) **
26
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Schedule 11 - Valuativn and Quulifying Accounts [Signatures ]
Vernzon C i Inc. and Subsidiaries Pursuant to the requirements of Secuon 13 or 15(d) of the S Exch Actol 1934, the has duly caused this
repon to he signed on sts behalf by the undersigned. thereunto duly authonzed
Forthe Year Ended December 31,2013,2012 and 2011
(dollars 18 mullions) VERIZON COMMUNICATIONS INC
Additions
Balance at - Charged fo By /s/ Anthony T Shiadas Date February 27,2014
Beginming of Chargedto  Other Accounts  Deductions Balance at Amhnnyl' T Shiadas .
Description Period  Expenses Note (a)b)  Note (¢)(d) End of Period Semor Vice President and Controller
Allawance for Uncoliecuble Accounts Receivable Puisuant o the requirements of the Sceurtties Exchange Act of 1934, this report has been sigucd below by the following persons
2018 s 641 $ 9§ 162 s LIS s 45 on behalfof the regisirant and in the capacities and on the dares indicated
ar 2012 x02 972 13 1.246 641 . .
- b 4 Executive O
Year 2011 76 1026 130 1230 02 Prnc ipab Execuuve Officer

Valuation Allowance for Deferred Tay Asscts

Year 2013 s 041 s 25§ 30 s 710 § 1.59
Year 2012 276 120 38 493 2041
Yew 2011 1421 108 25 LITR 2276
() All for U A Recesvable pnmanly ncludes amounts presiously wntten off which were credited

*

©
{d)

durectly to this account when recovered
Valuatwn Allowance for Defenred Tax Assels includes cumrent year increase to valuation allowance changed to eqmity and
reclassifications from other balance sheet accounts

Amounts wnticn off as uncollectible or transfermed tv other accounts or ulized
Reductions to valuation allowances related (o deferred tax assets
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/5! Lowell C McAdam Chairman and Chief February 27.2014

Lowell C McAdam Exceutive Offiver

Pnncipal Financial Officer

/st _FranvisJ Shammo Lxecutinve Vice President and Chief Februany 27,2014

Francis J Shammo Finavcial Officer

Prncipal Aceounung Officer

/s/ Amhony T Skiadas Sentor Vice I'resident and February 27,2014

Anthony T Skizdus Controller
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EXHIBIT 3a(u)
CERTIFICATE OF AMENDMENT
OF

RESTATED CERTIFICATE OF INCORPORATION
OF

15/ _Shellye §. Archambeau Dircctar Febran 27,
Shellye L Archambeau VERIZON COMMUNICATIONS INC.
s/ Richard L Camion Durector Fehuany 27.2014 Venzon Commumnications Inc tthe “Cony ). 3 cory n d un Octoher 7. 1983, and existing under and by
Richani L Camon vistue of the General Camporation Law ofthe State of Delaware, IHHIEREBY DOLES CERTIFY
N FIRST That at a meeting of the Board of Directors of the C held on ber 2, 2013, I 5 were duly
st Ml 3 2 F ary 27,20 oy . " - .
i :’:‘:""'“IL :“:ty Durector February 27,2014 adoptcd approving a propused amendmient (o the Restated Ceilicate of Incoportion (the “Certiticate Amendment”) of the
clame L. Healey Cory and ding that the pmposed Ceruficale Amendment be approved hy the stockhalders of the
. Corporation The Certuficate Amendment is attached hetelo as Eahibit A
/s M Frances Keeth Lurector February 27,2014
M Frances Keeth SECOND That. thereatler pursuant resolution of the Comoration™s Boad of Dircctors, a special mecung of the stockholders
was held on January 28. 2014 upon notice and in accordance with the provisions of Section 222 of the General Cotporation
’5i Robernt W Lane Director February 27,2014 Law of the State of Delaware, at which meeting a majonty of the vutstanding stock eatitled 1o vote thereon was voled in
Robent W Lane favor of the Centificate A d as propased by the Corp ion s Buard of Directors
THIRD That the Certificate Amendment was duly adopted in accordance with the applicable provisions of Section 242 of
{3/ Sundin O Moase Dhrector February 27,2014 the General Curporation Law of the State of Deluw are
Sandra O Moose
IN WITNESS WHTREOF, the Corporation has cuused this certificate 10 be signed by William L. Horton, Jr | ate Semior Vice
Is/ Joseph Neubaues Putcctor Fehruary 27,2014 Prcsident, Deputy General Counsel and Corporate Seerctary, this 31d day of Fehruary, 2014
Toseph Neubauer
/s Donald T Nicolaisen Iirector February 27,2014 VERIZON COMMUNICATIONS INC.
Donald T Nicolaisen By s/ Wilham L. Honou, Jr
Wi .
s/ Clareace Qs Jr. Direcror Februan 27,2014 Willam . lfocton, Jr
T Semor Vice President, Deputy
Clarence Ous General Counsel and Corporite Secretary
/¢ Hugh B Pnce Director Februany 27,2014
Hugh 13 Prce
< Director February
Rodney E Slater
is; Rathryn A Tesya Ditector February 27,2014
Kathiyn A Tesya
/a1 Gregory D Wasson Phrcetor February 27,2014
Gregory D Wasson
30
PORpI— e - . EXHIBIT 12
EXHIBIT A

CHARTER AMENDMENT

Anucle $.A of the Resiated Certaficate of Incomperation 1s heseby amended and restated an s entirety to read in full as follows

4

15aue 15 6,500,000.000 s

Caputal Stock
A Authonzed Sh:

are Senes Prefemred Stock $ 10 par value per shaie

The total number of shares ot all classes of stack which the Corporation shall have the authonty to
ares, of which 6.250.000,000 shares are Commeon Stock. $ 10 par value per share, and 250,000,000 shares

Computation of Ratio of Earnings to Fixed Charges
Verizon C ications Inc. and § iari

{dollars 1n milhens)
Years Ended December 31, 2013 2012 2011 2010 2009
Earnings-
[ncome hefore (provision} benefit fur income taxes

$29277 $ 9897 § 10483 § 12684 § 13520

Equity tn carmings ofunconsolidated businesses (142) 324) (444) (508) {553)
Dividends Dom unconsolidated businesses 40 401 4RO slo 942
Interest expense 2,667 2.571 2827 2523 302
Portion of Ieh1 cxpense represeniing intercst 851 827 817 §37 %3y
Amorization of capriahized ntetest 177 162 148 139 134
Eamings, as adjusted $ 328570  $ 13544  $ 14311 $ 16,185 S 17984
Fixcd Charges:

Intewest expense $ 2667 5 2571 § 2K27 § 252 § 3002
Peution of rent expense representing aterest 851 R37 K17 X37 #39
Capuahized interest 754 406 442 964 927
Fixed Charges § 4272 S 3814 § 4086 S 4324 S 480K
Ratio of earmings to fixed charges 7.6% 3ss 350 374 3 oY

an 12x pos asincome tax expensc and therefore such interest expense

' We classify interest expense
1< notincluded in the Ratio of Esmings to Fixed Charges




(dollars ta nultions, except per shaie amounts)

201) 2012 2013 2010 2009
Results of Operations
Opcratmg 1ev cpucs $ 120550 S 15846 S 110.K75 $ 106565 $ 107.80%
Opcrating 1nconk 31,968 13.100 12,880 14,045 15978
Net meome sitnbutable to Venzon 11497 875 2,104 2549 4894
Per common share - ba: 40 31 8s 90 172
Pet common share — diluted 4.00 M 85 90 172
Cash divadends declaned per common share 2.090 2030 1678 1925 1870
Net income attnbutable 1o noncontrolling interests 12,050 9.682 7.7194 7.66X% 6,707
Financinl Position
Towab assets $ 274,098 § 225222 § 230401  $ 220,008 S 226907
Dbt matunng within one year 3,933 4369 4549 7,542 7208
Long-term debt 89,658 47,018 50303 45252 55,051
Empluyee benefit obhigations 27,682 34346 32,957 28,164 32,622
Noncontrolling mierests 56,580 52376 49.93% 4%.343 42,761
Fquity atinbutable 1o Venzon 3RRI6 33,157 15970 38,569 41 K2

Significant events affecting o historical camangs trends an 2011 through 2013 are desenbed tn “Other Items™ in the
“Management’s Discussion and Analyus of Financial Condition and Results of Operations * scction

2010 and 2004 data includes severance pension and benefit charges, merger and acq costs, disy and
wthet stems 2010 data also includes Medicare Part D Subsidy charges

Companson of Five-Year Told) Retum Among Venzon,
S&P 300 Telecommunications Sen ices Index and S&P 300 Stock Index

Verizon  --  BAP 500 Teliom Barvken  — =S&P 500
$240
$220
s200
s100
2 s160
5‘ $140
$120
s100
380
$c0
2008 2000 2010 2011 2012 2013
At December 31,
Data Paints an Dollars 2008 1 20097 2010 2013 2012 | 2013
Venzon 1000] 1038 1279} 1513 1712] 2028
S&P 500 Telecom Senices 1000] 1089{ 1296] 1378] 1030 1814
S&P 500 1000] 1265] 14S5] 1486] 1723] 2280

The graph compages the cwnulative wtal retums of Venzon the S&P S00 Telecommunications Services Index, and the S&P 500
Stock Index over s fivesy car penod It ussiines $100 was invested on December 31, 2008 with dividends (inclwhing the value ot
cach respecuive spim-oil) being reinvesied

B S

Venzon Communications Inc (Vuuun or the Company) 1s s holdiug company that, acting thiough its subsidianies 13 one of the
wurld's leading proy iders of’ and products and Les 10 consumets, businesses and
govemnmental sgencies with 3 presence 1n over 150 countnes around the world Our offenngs, designed to mect custonien’
demand for speed, mobility, sccunty and control, includc vorce, data and video services on our wircless und wischine networkx We
havc two reportable segments. Wireless and Wireline Qur warcless business. opersung as Venzon Wireless provides voice and
data scrvices and equpment sales across the United States using one of the mosi extensive and rehable wireless networks Our
wirchine business provides consumet business and govemment customen with communications products and sen ices, including
broadhand datw and video services netwark access, voice, long distance and other communications products und serv: ad
also owns and operates one of the most expansive ¢nd-o<nd glohal Infemet Protocol (IP) networks We have a haghly shilled,
diverse and ded, d workforce of i 1y 176.800 cmployces as of December 31,2013

In recent years, Venzon has embarked upon a sintegic as ady ances 1n technal have changed the ways that our
customers miterict 11 their personal and professional Lives and that busmiesses operate To meet the chianging needs of vup
cu~tomers and address the changing technological landscape. we are focusing our effuns around higher margin and growing areas
of ourbusiness wireless data, wateline dats and Stralegic senvices, including cloud computing services

Ous stiategy requires sign nt cupital investments prnianly to acquire wireless spectrum, put the spectruni into service, invest in
the fiber optic network that supports our wircless and wircline businesses. maintamn our wireless and warcline networks and
develop and mantain sigmficant advanced database capauity

In our Wircless business, in 2013 compared (o 2012, revenuc growth of 6 8% was dnven by connection growth and the demand for
sinartphones, tablets and other Intemet deviees Dunng 2013, we expenenced a 4 6% increase s retail postpand connecthions

10 2012, with h 70% of our retaul postpaid phone base at December 31,2013 compared 1o S8
at Decembes 31,2012 Alse dunag 2013, postpatd smartphone activations represented K6% of phones activated compared 10 77%
w2012

We have < leted the dep) of our {4G} Long-Term Evolution (LTE) network Qur4G LTE
network 1s avarfable 1o 97% of the US population in more than 00 markets covenng approximately 305 mullion people.
including those 1n arcus served by our LTE in Rutal Amencu partnets Our 4G LTE neiwork provides higher data throughput
performance for data services at lower cost compared to those provided vis thid-generation (3G) networks In December 2013,
69% of our wotal data 1alfic was camed on our 4G LTE network

On February 13, 2014, we introduced vur More Everything * plans which replaced vur Share Everything # plans and provide morc
v alue 10 our customers These plans, which are available 1o both new and exisung postpaid customers. feature domestic unlimited
vaice minutes unhimited domestic and intemational text, video and picture messaging. cloud storage and a single data allowance
that can be shancd among up to 10 devices connccted to the Venzon Witeless network Customers with Venzon e, which
provides a desice payiment plan option, also will tccerve discounted monthly access fees on More Everything plans As of
December 31, 2013 Share Everything accounts represented approammately 46% of our retail posipaid accounts, compared o
approumately 23% as of December 31, 2012 Venzon Wireless offers shared data plans for business, with the More Everything
plans for Small Business and the Nauonwide Business Data Packages and Plans In August 2013, we launched 1he new Venzon
Edge device paymient plan option which now allows custoniers to trade in theur phone for a new phone after a anmimum of thiny

days. subject to certain conditions

On September 2 2013, Venzon entered into a stock purchuse agreement (the Stock Purchase Agreement) with Vodatone Group Ple
{(Vodafone) and Vodafone 4 Limited (Seller), pursuant to which Venzon agreed 1o acquire Vodafone's indirect 45%% interest 1n
Cellce Partnenship d/b/a Venzon Wireless (the Partnership, and such snterest, the Vodafone Interest) fos of
approximately $130 bilhon On February 21, 2014, punsuant 10 the tenns and subtect to the condations set forth i the Stock
Punchase Agreement Venzon acquired {the Wireless Transaction) from Seller all of the 1ssued and outstanding capatal stock {the
Transfencd Shares) of Vodafone Amencas Finance | Inc 2 substdiory of Sclier (VFI Inc ), which mdirectly thiough cenain
subsidianes (together wath VFL Inc . the Puichased Enuties) owned the Vi Interest The d paid was p

compnsed of cash of approximately $58 89 bilhon and Venzon common stock with a value of approximately $60 15 bilhon See

“Acqusitions and Dix esuitures™ for additional infonmation

In Wirehine, dunng 2013 compared 10 2012, revenues were positively impacted by higher revenues in Consumer retail dnven by
Fi08 services FiOS represented approximately 71%% ol Consumer retail revenue dunng 2013, compared to approximaiely 65%
dunng 2012 As the penctration of F10S products increases, we contunuc 1o seck ways 1o increase revenue and further realize

operating and capital efticiencies as well as maximize profitability As more apphicanons atc developed for this igh+speed

sarvice, we expect that FiOS will become a hub for managing multiple home services lhnl will eventually be part ot the digital

gnd, ol pust and but also machimed such as home
g health energy and utihties

Also pasiuvely impacting Wirehine's rescnues dunng 2013 was a 4 6% increase m Sitegic sen ices iy enucs, which represented
57% of total Global Enterprise revenues dunng 2012 llowever, total Global Enterprise and Global Whelesale revenues declined
due to dechnes in Core customer premise equip revenues and tad } voie revenues The decline an Core customer
premise cquipment revenues 15 a result of our focus on improving outs margins by to de-emp sales of equap

that are not part of an ovenall i bundle To p for the shnnking market for trad| | voice senice, we
conusnue (o build vur Wirehine segment around data, video and advanced business scivices—arcas where demand for rehiable

Inghspeed connections is growmg




We are investing s mnovative techuology hike witcless networks, high-speed fiber and doud services 10 position ounsclves at the
center of the growth trends of the future In addition 1o the Wirel since the b g of 2012 the<c iy estment

have cluded scquisitions af wircless licenses of $4 9 billion We also have invested $1 4 bilhon in a(qummms of myestments
and husinesses, which we expect will permit us 10 affer enhanced machinedo-machine, video and cloud-based products and

ACRVICES

By smosting 1n aur own capabilities, we arc also invesung in the matkets we werve by providing our communitics with an
efficient, reliable infr tor 7 ¢ 1n the 1nfr economy We are commitied to putting our customers first and
beng a responsible member of our communiues Guided by lh|< Lumﬂll[mcn‘ snd by our vore values of wtegnty, 1espedt.
Ve we are d 10 prioduce a long4em retum for ow sh

h of .mm« value for society

performance excellence and accountabi
create ful work for oursclves and provide

pects of our operations and investments. both at the
non and sources ond uses of cash In addmon,

In the sections that follow, we provide information about the impostant
consolidated and segment levels, and discuss our results of operations financial pus
we highlight key uende and uncenainties 1o the extent practicable

Trends

We expect that compention will cantinue 10 ntensify with tudit 1 d and

increased market shace We believe that our networks us from our epabling us to provide enhanced

c N to our We belicve our focus on the fundamentals of nmng a geod business, mcluding
cellence and financial d s us the abality 1o plan and manage through changing cconamsc conditions We

\\|II ;onnnuc o my est for grewsh, wlieh we beliey w s the key to creating value for our sharcownen

senice providers secking

Connection and Operatng Trends

In our Wircless sepniens, we expect W continue o attrect and maintam the loyalty of ligh-quality wctail posipaid cusiomess,
capitahizing on demund tor data services and bringing vur customers new ways of using wircless services in their daily lives We
expeet that futuse connecuion growth wall cantinue as we introduce new smanphones Internet devices such as tablets and our suste
ol 4G LTE devices We believe these devices wil! mtract and retain higher value retasl postpard conncctions, contibute to
continued increases in the penetration of data services and keep o device ine-up competitin e s etsus other wareless camers We
expect future growth wall be di dent on ding the of our netwark <ervices, offenng innovame
wiseless des ices for buth consumer and business customers and 1ncreasing the number of ways that our customers can connect wath

vur nutwotk and sen ees

Service and cquipment pricing play an important role 1n the wircless compenitive landscape As the demand for wireless scivives
coninues 1o grow, warcless senice providen are oflenng service plans that include unhimited voice minutes and text messages
and a speerfic amount of data access 10 varying megabyte or gigahyte sizes or, m some cases, unlimited data usage Wircless
service providers are also offenng pnce plans that decouple kervice pncing fom equipment pneing and blur the tadmonal
boundaty between prepaid and postpaid plans In addiuon, some warcless providers are offenng a credit ta acw customers lo
reimburse cady lermmanon fees pard to they foaer wireless service provider, subject to certain himitations We seck (o compete
in this area by offening our cusiomers services and equipment that they will regard as the best available value for the puice. as well
ess service needs

as service plans thst meet their wire!

cxpenenced conbinuing aucess hine lusses as customers hav ed both primwry and
ologres such as wireless, vosce over Intemet protocol (VoIPhand cable for
customens confinue 16 switch o altemale

In our Wirehine segment, we have
sceundary lines and switched 10 altemanve tecl
and data aervices We eapeel 10 conlinue 1o expencnce access line losses
technologies

oice

Despiie this nh.ﬂlenumg environment we expect that we will continue 10 grow key aspects of our Wireline segment by provading

g mnovain e product bundles that inctude broadband lntemel access, dignal ielevision and local and

long distance voree senvices, offening moae tobust IP products and service, and 1 aurcloud n and nuch

machine strategies We will also continue to focus on cost efficiencies to attempt 1o offset adverse impacts from unfavenble
d and ¢ pressures

Operating Revenue

We eapect fa expenence senice 1evenue growth sn owr Wieless segment in 2014, pnmanly as a result of continued growth in
pustpaid connectians dnven by increased sales of simanphones, tablets and other Intemet devices We expect that retasl posy
average revenue per aceount (ARPA) will cantinuc to increase as conncetions migrate from hasic phones t smartphones and from
our 3G network to our 3G LTL newwork, and as the average number of connections per account increases, which we expect to he
dnven by out More Everything plans that allow fur the shanng of data sineng up 1o 10 devices We eapeut that our future service
revcnue growth will be substanuially denved from an sncrease in the usage of innovain e wircless smariphones. tablets and other
Intemnet devices 1o addition 1o our pricing cture that will encourage customers fo continue .nddml, data-cnabled devices onta
extsting accounts We expet that continued emphasts on increasing 10 migrate
customers tom basic phones 1u smartphanes and from 3G devices 10 4G LTE devices will posiively impact our rex caue

tu positinely nmpact vur Mass Markets rev enue and subsenber base We also
expect SIAtegIC sON 100S 1ITVERNCS 10 CORNUC 1O gIuw ¢ additional enterpnse revenues from cloud, secunty and other
solunons-based senices and customers contiiue to migrate their services 10 Pnvate IP and other strtegic networking services.
although we have expenenced decelerating revenue growth withn our Strategic senices buuness We believe the trend 1n these
x5 1n telematies and video streaming will help oflset the contsumg dechne m revenues in ous
as well as the | decling in

We expect FIOS d and video

we den

giowth areas as well as vur uffes

¢ connectivn losses as a result of wireless

Wirchine segment related to eetagl v
our legacy wholesale and enterpiise markets

Operuning Costs and Expenses

te vut ovetall wireless operating costs will inciease 2» a result of the expected incicase sn the yolume of smariphone

We anticip.
> In additian we expect content custs for our FIOS video

salea, whach wall result an higher equipment and sales commission
serviees o contmue 10 ncrease However, we expect o0 achieve certain cost cllicioncies n 2014 and beyond as data truilic
continues o Migrte 10 our lower<ost 4G LTE network and as we contnue to streambine our husiness processes with a focus on

P g productivity and L y

Capital Eapenditares

Cur 2014 capral program includes capnal to fund advanced networks and senvaces, meluding 4G LTE and FOS, the conunued
cxpansion ot our core networks, including our [P and data center cnhancements, masntenance and support for our legacy voice
nctworks and other expenditures to dnyve operating eificiencies The level and the uming of the Company’s capatal expenditures
within these broad catcgonics can vary significantly as @ result of a vancty of factors outside our control, including, for example.
matenal weather events We are replacing copper wire with fiber-optic cable which will not alter our capital program but shoutd
result in lewer mantenance costy in the futuze Capual expenditures were $16 6 billion 1n 2017 and $16 2 bilhon in 2012,
iespectively We believe that we have sigmificant discietion over the amount and fming of our capital expenditures on a
Conipany -wide basis 35 we s not subject 1o any agieement that would iequize sigmificant capital expenditures on a designated
schedule ot upon the occunence of designated events We expect capital expenditures in 2014 ta be i the mnge of appioximately
$106 £ ballion 10 $17 0 llion and we alse expect our capital expenditures as a pencentage of revenue (o dechne in 2014 fom 20123
levels

Cash Flow from Uperations

We ereate value for out shareownen hy investing the cash flows gencrted by our business i opportunitics and transactions that
support cantinued profitable growth, thereby mcreasing customer sansfaction and usage of our pmducts and senvices n addition,
wc hase used our cash flows 1o mainian and grow vur dividend payout (o sharcownets Venzon's Board ef Directors increased the
Company’s quarterly dividend by 2 9% dunng 2013, myg this the seventh consecutive year i which we have raised ou
dividend Afier the dosing of the Wireless Transaction our Provision for income taxes 15 cxpected to increase due to our 100%
awnenhip of Venzon Wircless We also expect our cash taaes panl 1o mcicase duc to our 100% ownership of Venzon Wireless
and to a much lesser degree, due to bonus depreciation not heing extended beyond December 31, 2013 Addauonally. ous Intercst
expense 1s expecied 10 increase as a result of the debi ixsued 1o finance the Wircless Transaction As a
capect Cash Flows from Operations 1a be negatn cly impacted in 2014 Putially offietung these negatin e impacts to Cash Flows
from Operations will be the disconunuation of cash distnbutions fiom Venzon Wireless (o Vodafone, which have histoneally
reduced our Cash Flows fiom Financing Acunitics

Our gual 1s to use our vash to create long-tenm yvalue Jor our sharcholders We will continue to look for investment opportuiifics
that will help us to grow the business We eapect (o use our cash 1o 1educe our debt len cls, pay divsdends 10 vur sharcholders and,
when appropnate, buy back shares of our outstanding common stock (see * Cash Flows fom Financing Activities”) and invest in
spectrum licenses (sce “Cash Flows fom Investing Actnonies™) Dunnp 2013, we purchased 3 50 millian shases under our share

h hases of common stock dunng 2012 or 2011

buyhack There were no

and highlight items of a nature that are not included in

In “Segment Results of Operations ™ we review the performance of 0ut two reportable

units und orgamze by producis amd
segments

Corporate, clinunations and other includes unallocaied comorte cxpenses such as cenain pension and other employee benefit

related costs, 8 recorded hd, the results of other businesses such as our mvestments in
une id b lease cing and other and gains and losses that are not allocated 1n assessing segment
rft € duc 10 then I nature Alhough such tansacuions are excluded from the business segment results, they

ate included i reposted um:nhd.\lul camings Garns and losses that me not individually sigmificant are included 1a all segment
results as these 1ems are included 1n the chief operating decision maker's assessment of segment perfonnance We behieve that this
presentation ts users of our financial n better und ding our tesults of of and trends fiom penod w
penod

{ Consolidated Revenucs ]

{dollars 10 mllions)

Increase/(Decrease)

Yean Ended December 31, 2013 2012 2011 2013 vs 2012 2012 vs 2041
Wireless

Service revenuc $ 69033 5 63733 § S9.UST $ 5300 8.3% §$ 457 17%

Equipment and other 11,990 12.13% 10,997 {145) (12) 1438 101

Total 81,023 75468 70154 5,158 68 5714 LB
Wireline

Mass Markets 17328 16,702 lo327 626 37 365 22

Global Enteipise 14,703 15.29% 15.622 596) (@9 (323 an

Global Wholesale 6,714 7,240 7973 *26) (3 133 (92

Other 478 539 750 6l (113 211) 2R1)

Towl 39,223 39780 40,682 G5 (14 902) @22)
Comorate, eliminations and other 304 198 39 106 8 159 nm

Consolidated Res cnues $ 120,550 S 115846 3 110875 § 4,704 4.1 5 4971 45

nm - not meaninglul

2013 Compared to 2012

The increase in consolidated revenues dunng 2013 compared to 2012 was pnmanly duc fo higher revenues at Wireless, as well as
higher Mass Markeis revenues dnven by FIOS services and increased Strategic sen ices revenues wathin Glohal Enterpnise at our
Wireline segment Parually offsetting these increases were lower Global Enterpnse Core and Global Whalesale revenucs at our
Wirelme segment

dunng 2013 compured o 2012 due 10 growth in sence revenue Senice
y dnven by higher reta) pcslpald service reyenue. which |ncrcascd
largely as a result of an increase 1n retail postpaid as well as the d increase in of

tablcts and other Intemet devices through our Share Everything plans Retal postpaid conrcction net additions dccnav.-d dunng
2013 comnpared 10 2012 pnmanly due to au jucrease 11 our retazl posipaid connection chum rate, parually ofisel by an increasc
reta1l posipaid conncclon gross Retail postpaid per account d as of December 31, 2013 compared
10 December 31, 2012 pnmanly due 1o the increased penctiation of tablets and other Intemet devices

Wireless” revenues increased $52 bilhon o1 6 8%,
revenue dunng 2013 i 10 2012 p

Wirehine's revenues deucased S0 6 bullion, or | 4%, duning 2013 cwmpared 1o 2012 prmanly dnven by dechnes m Global
Enterpnse Core and Global Wholesale, partially offset by higher Mass Markets revenues dnven by FIOS services and increased
Strategic services revenues within Giobal Enterpnse

Mass Markets sevenues incicased 54 6 bilhon, or 3 7%, dunng 2013 compared (0 2012 duce 1o the expansion of FiOS sences
(Vouce, Intemet and Viden) as well us changes in our pncing suategies, partially offsel by the continued decline of local exchange

nevenues




Global Enterpose revennes decieased $0 6 ballion. or 3 9%, dunng 2013 compared to 2012 pnmanly duc to a declsne m Core
rvices and duta networkong revenucs This decrease was partially offsct
ncrease 1n advanced services such as contact center solutions 1P

customer premuse equipment revenucs and lower voive
by growth in Surategic services revenues, pnmanly duce t
commumications, and our cloud and data center offennps as well as revenuc from a telematies services business that we acquired in
the third quaner of 2012

Global Wholesale revenues decreased $05 bullion or 7 3%, dunng 2013 compand to 2012 pumanly due to a dechne n
traditional voice tevenues as a result of decreased minutes of use (MOUs) and & dechine ain domestic wholesale connectrons,
partially ofiset hy continuing demand for agh-speed digital data services trom fiberto-the<ell g therr core
data circuits 1o Ethemet facilies as well as Ethemet mug from othes core

her revenues dewreased dunng 2013 compared to 2012 prmanly due 1o reduced « olumes outside of our network footpnn:

2012 Comparedite 2011

The tncrease n consolidated revenues dunng 2012 comnpared (o 2011 was pnmanly due 10 higher revenues al Wircless, as well as
bigher Mass Markets teveaues dniven by F1OS services and increased Stratcgie scrviees revenues within Global Faterprisc at our
Wireline segment Partially oftsetung these wcreases were lower Global Wholesale and Global Enterpnse Core 1evenues at our
Wireline segment

Wircless” revenues inurcased dunng 2012 compared to 2001 duc fo growth in both senice and equipment and other revenue
Service tevenue mereased dunag 2012 compared o 2011 pamanly duven by higher retml postpaid senice revenue, which
increased largely as a result of an increase an retil posipaid connections of § 1 nulhon i 2012, as well as the continued increase
n penetration of snariphones Retad posipaid connections per account increased duning 2012 compared (o 2011 pnmanly due to
the increased use of tahlels and other Intemet devices In 2012, the increase m retail postpad conncction net additiona was
pnmanly du¢ to an inerease in tetail postpaid and prepaid connecuion gross additions and tmpsos ements in our retail conneclions
chum mie Higher retail posipad connection gioss additions dunng 2012 pnmanly reflect the launch of vur Share Everything
plans coupled with new device intieductions duning the second halfof 2012

Equipment and other revenue increased duning 2012 compared 1o 2011 pamanly due 1o an yncrease in device upgrde fecs,
egulatary fees and equipment sales

Wiehne™s revenaes decrgased dunng 2012 compared 1o 2011 prmmnty duven by dechines i Glubal Wholesale, Global
Enterpnse Core and Other revenucs, paially offset by higher sevenues in Mass Markets dnven by FiOS services and higher
revenues flom Strategic services

Mass Markets revenucs increased dunng 2012 compared to 2011 duc ta the expansion of FiIOS services as well as changes i our
phcing stratepy adopted m 2012, partially ofiset by the continued decline of local exchange revenues

Glohal Enterpnse re enues decreased dunng 2012 compared (0 2011 pnimanly due to lower local services and traditsonal circunt-
baxed revenues. u decline 1n customer premise equipment revenues and the unfavorahle impact of (breign cumency translatien
Thic decrease was< parally offcet by higher Simtegie eenvices revenues. pnmanty duc to growth 1n advanced senvices, such as
1 contact center sol 14 and our cloud and data center oftenngs

managed network

Global Wholesale revenues d d dunng 2012 pared 10 2011 pomanly due o a dechine an taditions] voive revenuces asa
result of decreated MOUs and a decline in domestic whulesale connections, partially offset by contmwng demand for high+peed
digital data services fiom fiberto-thc<ell customers upgrading their core data curcunts 10 Ethemet facilities as well as Ethemet
rugrations trom other core customens

(ther revenues decreased dunng 2012 compared to 2011 pnmanly duc 1o reduced volumes outside of our network fooipnnt

[c i Operatng Expenses ]
(dollnrs tn millions)
Incrense/(Decrease)
Yewrs Ended December 31, 2013 2012 2011 201345 2012 2012 vs 2011
Cost of services and sales $ 44887 § 46275 § 45875 8§ (1348 G0% § W0 09t
Selling. general and admimistrative expense 27.089 39951 35.624 (12862) (32.7) 4327 121
Depreciation and amortizalion expense 16,606 L6460 16,490 146 09 (36) 02)

Consolidated Opesating Expenses $ 88,582 S$102.086 § 97.995 $(14,104) (13.7) $ 4691 48

i hdated vp § expenses d dunng 2013 prumanly due to non-operational credns iecorded m 2013 as well as non-
operational charges recorded in 2012 (see “Other ltems ") Consohidated operating cxpenscs increased durmg 2012 pnmanly due
to higher non-operationnl churges (see " Other llema") a< well as inurcased operating expenses at Wireless

2013 Compared t0 2012
Cost of Senices und Sules

Cost of servaces and aales includes the followang costs directly atmbutable to a service or product salancs and wages, benefits,
materiats and supphies, content costs, cuntracted services, network access and (ranspon costs, wieless equipment costs, cusiomer
PIOVISIONINg COSES, COMPpUter AYStEMms SUPPOR, COSTS 10 SUPPOIT our outsouncing contracts and technical facihites and contnbutions
1o the Univenal Service Fund Aggregdte customer care costs which include btlling and service provisioning. are allocated
between Cost of services and sales and Selling, general and admunssirauive cxpense

Cost of services and sales decreased dunng 2012 campared 10 2012 pnmanly duc to a decreasc in cost of cquipment fales,
decreased data maming. a decline 1n cast of data scrvices and a decrease 1n netwark coNNeCtion costs at aur Wireless segment, as
well as a decrease an costs related to custumer premase cquipment. a deelime 1m aceess costs and the net effect of storm-related
nsuranLe recovences at our Wirchne segmy Panally offsetung these decreases wee higher content costs associsted with
continued FIOS subscnber growth and vendor mte increases at our Wieline segment, as well ay increases in cost of network
services at oug Wireless segment

Sellng, General and Admm<oanve Expense

Selling generat and admmistrative eapense includes salanies and wages and henefits not directly attnbutable to a service or
product, bad debl chargcs, taxes other than mcome taxes, adverising and sales comnussion costs, cusiomer bilhng, call center
and hno) costs regulatary fees, fi I sensce fees, and rent and ubilties for admimistianive space Also
included are a portion of the aggiegate mer care costs as discussed i * Cost of Servaces and Sales™ above

Selling. generat and expense d dunng 2013 pared te 2012 pumanly due to the non<operational credits
aecorded 1n 2013 and dechnes 1 employce costs at our Wizeline seginen? as well a3 the non-operational charges recorded m 2032
(sce " Other hems™) This decrease was partially offsct by higher sales commussion cxpense at our Wircless scgment

Depreciation amd Amoinzation Expense

Deprectation and amontization expense ncreased dunng 2013 compared 1o 2012 primanly duc 1o an increase i net depreciable
assets al our Witeless segment and an 1n e 10 amostization expense al out Wirchine segment These increases were partially
offsct by a decling m et depreciable asseis a1 our Wircline segment

2012 Cemparcd to 2011

Cost of Services and Sules

Cos of services and sales increused dunng 2012 compared to 2011 pnnsanly due to higher cost of equipment sales, increased cost
of network scrvices and increased data reanung, partially offsct by a decrease in cost for data services, a decrease in ngiwork
connection costs and a decrease in the cost of long distance at our Wircless segment Also contnbuting to the increase were hugher
content costs associaled with continued FIOS subscnber growth and vendor rate imcreases, increased expenses related to vur cloud
and data center offenng. higher costs relaled 10 FiOS installation as well as higher repatr and maintenance expenses caused by
storm-related events in 2012, pamally offset by declines in access costs and cuslomer prumise equipment costs a1 our Wasehne
scgment

Selling, General and Adwmsoratne Expense

Sclling general and adminssirative expense increased dunng 20112 compared 10 2011 primanly due 10 higher non-nperauonal
charges tsee “Other ltems™) as well as higher sales commission expense and costs associated with regulatory fees at our Wireless

segment

Depreciation und Amoitizatron Expense

Depreciation and amorhazation expense decreased dunng 2012 compared (o 2011 punsanly due 1o a deceease in depreciable assets
at our Wireline segment. partially offsel by an increase i amortization expense related to non-network suftware

Nonwperational (Credits) Charges
Non-operational (credits) chatges included 1n opetating expenses (see “Orher ltems”) were as follows

(dollars in millions)

Years Ended December 21, 2013 2412 2011

Gaia on Spectrum License

Selling general and adnumistmtive expense $ @21 s - s -

Sescrance, Pension and Benefit (Credits) Charges

Selling gencral and administrigve expense ®232) 71156 5954

Liugation Settiements

Selhng gencral and adminstrative expense - 84 -

Other Costs

Cost af services and sales - a0 -

Selling peneral and administrave expense — 236 -
- 276 -

Total aen-vperatiog (credits) charges included im operating cxpenses $ (6510) $ 7846 $ 5954

See “Other lems” for & d ofother P | ntems




Comsolidated Operating Income and ERITDA

Consolidated eamings before interest, taxes and expenses (C hdated EBITDA) and Consohdated
Adjusted EBITDA, which are pm:med beluw. are non-GAAP mcasurey and do not porpent (o be altematives 10 operating mcome
as a measure of 7 3 believes that these measurcs are useful 10 investors and other users of our
financral m fi lity on a more vanable cost hasis as they exclude the deprecaation and
amuitization expense telated plml.\uly 10 npnul expendiiures and acquisiions that occured in prior vears. as well a»
evaluating operating perfonmance 1 refation 1o our competitors Consohdated EBITDA s cal t by adding back it
taves, deprecration and amottization expense, equity 1n carmings of unconsohdated husingsses and other income and (expens

net 10 net inLome

Consolidated Adjusted EBITDA s calculsted by excluding the etlect of non-operstional tems tram the calculation of

Consohdated EBIIDA Management helieves that this measure provides addiuonal relevant and useful informalion to invesiors
and other users of our financial data 1n evaluating the cfle of our and undeilymg business trends in @ manner
that 1s consistent with management’s evaluauon of business performance See ‘Other ltems™ for additional detanls regatding these

non-operational ems

Operating expenses include pension and bencfit selated erduty andior charges bascd on sctuanal assumptions, ncluding
projected discount rates and an eshmated retum on plan assets These estimates are updated in the fourh quarter to reflect actual
retum an plan asseis and updated actuanal assumptions The adjustment has been recognized in the income statement duting the

fowth quarter o1 upon & remeasurement event pursuant to out accounting policy for the tecognition of actuanal gamns’losses

1115 management's intent 10 provide non-GAAP financial informanon to enhance the undenstanding of Vernizon's GAAP financial
snformanon, and 1t should be considered by the seader in addition 10 but not instead of. the finanuial tatements prepaed in
accurdanie with GAAP Lach nun-GAAP financial measure 13 presented along with the conesponding GAAP measure 50 45 not 1o
|mp|y that mure cmphasts should be placed on the non-GAAP measure The non GAAP financial informanion presented may be

dor d diffesently by other

(dollans in milhons)

Years Ended December 31 2013 2012 2011
Consolhidated Operating Income $ 31968 $ 13160 S 12,880
Add Deprecratiun and amortization expense 16,606 16460 16,496
Consghidated ERYIDA 48,574 29620 29376
Add (Less) Non-operating (credits) charges inctuded m operating expenses (6.510) 2846 5,954
Consolidated Adjusted EBITDA $ 42063 § 37406 S 35330

The changes in Consolidated Operaurg lncome Consolidated EBITDA and Consolidated Adjusted EBITDA i the table above
were primanly a result of the lacton desenbed n connection with opemung rex enues and eperating expenses

Other Consolidated Reswlts
Equuty in Earmings of Unconsuludated Bus

Equity i camings of unconsolidated businesses deurensed $182 mullion. or 56 2% 10 2013 compared to 2012 pamanly due 1o
atone Omnitel NV (Vodafone Omnitel) The decrcase dunng 2013 was partially nﬂ<:| hy
dated wireless

lawer camings from aperations at Vo,
an tmmaienal gain recorded by Venzon Wireless upon obtaining control of previously
which were previously accounted for under the equuty incthod and are now consohidated

E

low

1n 2012 compared to 2011 pnmandy duc to
agamst the US doljar

ty i camangs of unconsolidated businesses decreased $120 mullion, or 27 0%
curmings fions operations at Vodafone Omnitel and, to a lesser extent, the devaluation of the Fuy

As part of the consideration of the Wieless Tiansaction # subsidiaty of Venzon sold s entire ownership mierest in Vodafone
Omnitel to 5 subsidiary of Vodafune on February 21, 2014

Other Income and (Expensc), Net

Addimonal infurmauon relating 1o Qther income and (expense). net 15 as follows
(dollars in milhons)
Increase/(Decrease)
Yeats Ended Deceinber 21, 2013 2012 201t 2013 vs. 2012 2012 vs 2011
Interest income S 64§ 57 S0k 8§ 7 123% § (1) (e
Other, net 230 (.073) (k) _843 (78.6) (991) nm
Total $ (166) $ (1.016) $414) M 837 $(1.002) nm

am - not meamngful

Other icome and (¢xpense). net decreased dunng 2018 compared 1o 2012 pnmanly due 10 fees of $1 1 billion incumed i 2012
relared to the early sedemption of dobt, partially offaet by 30 2 billon of fecs incuned dunng the fourth quartee of 2013 us u tesult
ot the temunation of a bridge credyt agieement upon the effectivencss of a tem luan agreement (see “Otler lems™)

(thet income and (expense). net increased dunng 2012 compared 10 201 | primanly dnyen by higher sees of $1 1 ballion related 10
the carly redemption of debt (see "Onher iems™)

Interest Expense

(dollars in millions)

Increase/(Decrease)
Yeam Ended December 31. 2013 2012 2001 2013 v5. 2012 2012 v 2011
Total interest cosis an debt balances $ 3421 s 2977 $ 3209 S 444 149% $(292) (R9YS
Less Capstalized interest costs 754 406 442 348 857 36y 81y
Toutal § 2,667 $ 257 S 2.R27 3 %6 a7 $(256) 9N

Average debt ovtsianding 565,959 852999 $55,629
Lffecun e intesest rare 52% 56% 59%

Total interest costs on debt balances increased dunng 2012 compared 10 2012 pnmauly due 10 the issuance of $49 0 billion of
fixed and floatng rate notes to finance the Wieless Taansacuon (see Acquisitions and Divestitures” ) esutting in an »
debt us well as an incremental inerease tn interest expense 01 $0 7 billion partially offset by a lower effectiv
nsolidated Financial Condinon™ Capitalized werest costs were higher in 2013 pnmanly due to mcreases
s that are cumrently under dex elopment

Total mtcrest costs on debt balances decteased dunng 2012 compared 1o 2011 pnmanly due 10 2 $2 7 ballion decrease in average
debt (see "Consolidated Financial Condition™) and a lower eifectine mterest rate Capitalized interest custs were lower in 2042
pnmanly duc to our ongoing deployment of the 4G LTE aciwork

Pravistan (Benefit) for hicome Taces

(dollars 1n millions)
Increase/(Decrease)

Years Ended Decemnber 31, 2013 2012 2014 2013 vs 2012 2012 vs 2011
Provision (Beaefit) for income taxes $ 570 § (660} $ 285 $ 61390 am § (945} nm
Effective income tax rate 196 % 7 7%

nm - not meaningful

The effective income tax rte 1s caleulated by dividing the provision tor income taxes hy income betore the provision fur income
taxes Our eflective mcame lax rate 1> significantly lower than the statulory lederal income tax mie for ull years presented due o
the mulusinn of income atinbutable 10 Vodafone's noncontrolling inferest in the Venzon Wircless partnership within our incame
before the provision lor income 1axes In 2013 and 201}, we recorded a 1ux provision on tncome before the provision for income
taxes and when we included the income atributable 10 Vodafone's noncontralling interest 1n the Venzon Wireless pantnership 1n
our meome betore the provision for income taxes it resulted i our cllective mcome tax mte beng 13 7 pereentage points lower
dunng 2013 and 7 9 percentage potnts lower dunng 2011 1n 2012, we recorded a tax beaefit an imcome befure the provision for
ngcome taxes, which resulied 0 a negative effective mcome lax rate In this circumstance, inctuding the imcome attnhutable to
Vodajone's noncontrolhing mtcrest in the Venzon Wireless paninership m our mcome before the provision lor meame ancs
tesulled mn our negative ellective tax rate berng 300 3 percentage poants higher dunng 2012

Venzon cotnpleied the acquisition of Vodafone's 45% indircet ownership nterest 1n Venzon Wireless on February 23, 2014 Our
provasion for income taxceand cffective income 1ax rate subscquent o the closing will reflcet 1he change 1n Venzon's ownership
iterest in Venzon Wiretess Our provivion for income and eflecuve income tax rate will ase subsequent 10 the dosing
due 10 the inclusion of the provision for mcome 1axes previously attnbutable to Vodafone's ownership interest

The effective tncome tax mte for 2013 was 19 6% compared to (6 7)% for 2002 The increase in the etfective income tax rte and
provision for income taxes was pnmanly due (o higher income belose income taxes as a tesult of severance, pension and ben
creduts recorded dunng 2013 compared to lower income before meome tanes as a result of severance. pension and benefit ¢
as well as carly debt redempuon costs recorded dunng 2012

‘The effecir e 1ncome tax rate for 2012 was (6 7)% compared 10 2 7% for 2011 The negative etfective income 1ax rate for 2012 and
the decrease 1a the provision fur income taxes dunng 2012 compared 10 2011 was prmanly due to lowes income before incume
nue pension. and benefit charges as well as carly debt redempuion costs secorded dunng 2012

taxes as aresubl of higher se

A teconailiation of the statutory federl income tax rate to the effectin ¢ income 1ax rate for each penod s included in Note 12 to
the consolidated financial satements

Net Income Atinbutable to Noacanirolling Interests

{dollars in mullions)

Increase/(Decrease)
Years Ended December 31, 2013 2012 2011 2013 vs 2012 2012 vs 2011
Netinceme attributable to nuncontrolling interests  $ 12050 $ 9,6k2 § 7794 $2368 245% § I8R%  242°%

The increases in Net ancome attmbutable (o noncontrolling miciests dunng 2013 u-mp.md 0 2012 and 2012 compared to 2011
were duc 10 higher camings 1n our Venzon Wireless segment. which had a 45% nonc hip iterest 10
Vodafone s« of December 31,2017

\v.. expect Net mcome attnbutable to nuncontiulling intercsts 1o dechine substantially in 2004 as a result of the Wireless
(see " A and [ ‘) The I interests that d afier the of the Wuless
Transactuon pnmanly relate 10 wireless p:mnushlp.s

We have two reponable segmenis, Wireless and Wichine, which we operate and manage as strategic business umiis and organize
by products and senices We measure and evaluate our scportuble segments based on scgment uperating mcume The use of
2 dewrsion maker's assesement of segment performance

segment mneome 15 B with the chief,

s befure wnlerest. 1axes. depreciation and amortizahion (Scgment LBITDA). which 1s pmcnmd below, 15 a non-

Segment camun
GAAP micasure and docs not purport (o be an altemais ¢ 1o operating tmeome as a measuie of of
believes that this measuie 15 uscful to investors and other users of our fisancial Information m u:luzmu, operating profitabihry
en a more vanable cost basis as 1t excludes the depreciation and amorizanion expenses relaled pnmanly 1o capital eapenditures
and acquisiions that ewenned i poor yeans as well as in eval ng opeating perfamance i relation to our competiton
Segment EBITDA 15 calculuted by adding back. depreciation and amortization expense to segment operating income

Wircless Segment EBITDA scrice margin, also presented below, is calculated by dividing Warcless Sepment EBITDA by Wareless

E eaevenues Wircless Segment EBITDA service margin utihizes service tevenues wther than total revenues Service revenues

primanly exclude equipment revenues m otder to teflect the nnpact of providing seivice to the wircless customer base on an

ongeing Iusu Wircline EBITDA muargin ss calculated by dividing Wirchne EBITDA by total Wireline revenues You can find
t1on about our 10 Note 13 to the consolidated financial statements




[Wirdien ]
Our Wureless scgment 11 pnmunly compnxed of Cellco Pantnership daing business as Venzon Wircleas Celleo Pannesship 15 2
Joint venture formed i Apnl 2000 by the combimation of the US wareless aperations and intertsts of Venzon und Vodafone
Venzon Wirel provides wireless conumunicalions senices across one of the most extensive wircless nctworks m the Unated
States As of December 31, 2013, Venzon owned a commlling 55% ntercst m Venzon Wircless and Vodafone owned the
remaining 45% On February 21 2014, the Wircless Transaction wus completed, and Venzon acquired 100% owneship of
Venzon Wireless

We provide these services and equipment sales 10 consumer. business and povemment customens in the United States on a
posipasd and prepaid basis Posipaid cannections represent individual lines of service for which a customer 1s hilled 1n advance a
maonthly access charge in retum tor a monthly neiwork seivice allowance, and usage heyond the allowance 1 billed monthly
arrcars Our prepaid service enables individuals to obtain warcless services wathout a long-term contract of credil venfication by
paysng forall services i advance

All financial results included an the wbles below refleut the consolidated results of Venzon Wieless
Operating Revenues and Selected Operating Statistics

(dollars in malhions, except ARPA}Y

Tncrease/(Decrease)
inded December 31, 1013 2012 2011 2013 vs.1012 2012 vs 2011

Retail service $ 66334 $ LA S 56600 S 4,894 80% S 4,780 ¥ 4%

Onher senvice 2,699 2.293 2497 406 177 (204) 32
Servece revenue 69,013 63,733 59.157 8300 23 4576 77
Equtpment and other . 11,990 12,135 10997 {145) 1.2) 1)3¥ 103
Totul Operanng Revenucs $ 81,023 S 75K68 S 7051 §51s5 68 §5714  RI
Connceuons { 000) ™M
Retal connections 102,799 9%.230 92167 4569 4.7 6,063 66
Retail posipard connecthions 96,752 92,530 ®7,382 4212 16 5048 59
Netadditions in penod (°000)
Retail conn ons 4472 5917 4,624 (1,445 (244) 1.292 250
Retail postpard conneclions 4,118 5024 4,252 (906) (18.0) 772 182
Chum Rate
Retail connechions 1.27% Y19% 1 26%
Retal postpard connections 0.97% 061% 095%
Account Statisucs
Retail postpaid ARPA $ 15393 3 14404 $ 13451 s 9.8y 69 S 943 7
Retatl posipaid accounts (000} 1 35,033 35,057 34561 26 0.1 496 14
Retai] postpuid connections per account (1 276 264 253 012 45 0.l 13

"' Asafcnd of pennd

' Excluding acquisitions and adjustments

2013 Compared to 2012
The inciease 1n Warcless 1otal operating revenuces of' $5 2 billion, or 6 K4, dunng 2013 comparcd 10 2012 was prmatily the result
of growth 1 service revenue

Accounis und Connectians

Retail (non-wholesale) postpaid accounts sepicsent setail customers under contract with Venzon Wircless that are dutectly served
4nd managed by Venzon Wireless and usc 11s branded sen ices Accounts tnclude Share Everything plans and corpurate accounts,
as well as legacy single connection plans and family plans A single account may receive monthly wareless sen ices fora vanety of
connected devices Retail connectians represent our retal customer device connections Churn s the rate a1 which senice 1o
connextions 15 temmunated

Retai] conncctions undet an account may include smartphones. hasic phones, tablets and other Intemet devices, as well as Home
Phone Connect and Home Fusion We expect to continue 10 expenence retail connection growth based on the stuength of our
pioduct offenngs and network scrvice quality

to 2012 pnmanly duc to an increasc 1n our Tetail

Retail postpmid
postpard connection chum rate. parually offsct by an increase i retail postpard counection gioss sddiions

Retat Postpaid Connections per Acrount

Retail postpaid connecuions per account 1x calculated by divading the total number of retail postpaid conncctions by the number
of 11l postpaid accounts as of the end ol the penod Retul posipaid connections per account ancreased 4 5% as of December 31,
2013 compared 1o December 31, 2012 pnmanly due 10 the increased peneirauion of tablets and other ntemet devices

Service Revenne

Service revenue creased $5 3 billion, or 8 1%, dunng 2013 compared to 2012 pnmaniy drinen by higher retal postpaid service
revenue, which increased Jatgely as a jesult of an increase in retail postpaid connections as well as the continued Jourease in
mtion of smatphones. tablets and other Intemet devices through our Share Everything plans The penctration of
smartphones was dnven by the activation of smanphones by new customers as well as exising customers mgrating trom basic
phones to smanphones

The ncrease tn I postpard ARPA (the s\ erage revenue per account from retal posipard accounts) during 2013 compured o
2012 was pnmanly dnven by ancreascs in smanphone penciration and meal postpad connecuions per accounmt As of
December 31, 2013, we expenenced a 4 5% increase n retul posipaid connections per accoum compared 1o 2012, with
smartphones representing 70% of vur retar] postpatd phone base as of December 31, 2013 compared to 58% as of December 31,
2012 The incicased penctrmtion m retul postpaid connections per account 1s pnmanly due to inereases in Intemnet data devices.
which iepresented 10 7% of ow rewni posipard comnection base as of December 31, 2013 compared o 9 3% as of Decumber 31,
2012, pamanly due to activations of tablets and other lutemet devices Addmionally, duning 2013, postpanl smurtphone
activations represented 86% of phones activated comparned 10 774% dunng 2012

Other service resenue increased dunng 2013 compared 1o 2012 due 1o growth in wholesale connections, partially offset by a
decrease in revenue related to third pany maming

Equipment and Other Revenue
Equipment and other revenue decreased dunng 2013 compared to 2012 as a dechine 1n regulatony fecs was partially offsct by an
ancrease m rex enue related to upgrade fees

2012 Compared to 2011
The increase in Wircless' total operating tevenues dunng 2012 compared to 2061 was the result of growth in both service and
equipment and other revenue

Accounts and Connedtrons

Retar) connection net addstions mereased dunng 2012 compared to 2011 pnmanly duc to an increase i retail posipaid and
prepad gross add. aad imy ments 10 our retatt chum rate Higher retail postpaid connection gross
addwens dunng 2012 pnmanly reflected the luunch of our Share Ev erything plans coupled with new device iniroductians dunng
the second halfof 2012

Retan Posipmd Connections per dccount
Retail postpaid connections per account increased duning 2012 compared to 2011 pnimanly duc to the increased use of 1ablets and

other Intemet devices

Service Revenue

Service revenue mereased dunng 2012 compared to 2011 pamanty doven by higher retail posipaid senice revenue, which

increased taegely a5 a result of an increase 1w 1ctail postpind connections of 51 milhion i 2012, as well as the conhinued increase
cd also 10 the mncrease n our retanl posipaid ARPA

m of h This

The increasce 1 retarl postpazd ARPA duning 2012 compased 10 201} was pnmanly dnven by mereases in smantphone penctration
and retail postpaid connecfions per account Dunng 2012, we expenenced a 4 3% increase i retaid postpand conneetions per
account compared 1o 2011, with smartphones representing 58% ol our retal posipaid phone base as of Pecember 31, 2012
compared to 43 5% as of Decemnber 31, 2011 The inerease in retail posipaid connections per account was pnmanly due to
mercases m Intemet data devices, which represented ¥ 3% of our retail posipaid connection base as of December 34, 2012
compared 10 & 1% as of December 31, 201§ pnmanly duc to strong sales of tablcls and Jetpacks ™

Other sen ice rey enue deq reased duning 2012 compared 0 2011 prmanly as 8 restlt of 3 deusvase n thid purty roaming revenue




Equipment und Other Revenue
Equipment and other revenue mcreased dunng 3012 compared to 2011 pnmanly due to increases in device upgrade fees,

regulatory fees snd cquipment sales

Operating Expenses
- (dollars in millions)
Increase/(Decrease)
Years Ended December 21, 2013 2012 2011 20131vs.2012 2012 vs 2011
Cost ofscrvices and sales § 23,648 S 24490 § 24086 3 (842) (3% 3 404 (7%
Seiling generl and sdmunisiauve expense 2317 21.650 19,579 152 10 2071 106
Depreciation and amorization expense £.202 7.960 7962 242 30 ) -
Total Operating Expenses $ 55026 S 54.)00 § 51027 § 926 17 § 247 48

Cost of Senices and Sales

Cast ol services and sales decreased dunng 2013 cemnpared 1o 2012 pnmanly due to a decrease 1n ¢ost of equipmant sates of $0 4
billion, which was panially duc 10 a dechine 1n postpaid upgrades, decreased data rpaming. a dechne 1n cost of data services and a
decrease in network connection vosts due to the deployment of Lthernet backhaul fsailities pnmanly targeted at sites upgrading
10 4G LTE, partially offsct by an inciease in cost of petwork services

Cost of scrvaces and sales increascd danng 2012 compared to 2011 pnmanly due 10 50 7 ballion m higher cost of eqmipment sales.
which was dniven by incieased sales of higher cost smartphones, increased cost of network scrvices and mercascd data Toaming,
pamally oflset by a decreasc in cost for data serviees, @ decreace in network connection costs due 10 the onguing deployment of
Ethemnet backhaul faciliies pnmanly 1argeted at sités upgrading 1o 4G LTE and a decrease in the eost of long distance

Selling. General and Adminisatine Expence
Selhing generu] and administzitive expense increased duning 2013 compared 10 2012 pnmanly due 1o lugher sales commission
expense 1n our indirect ckannel Induect sales commission expense increased $1 1 hiflion duning 2013 compated to 2012
o1 pross additions und upgindes. as well a5 the average comanssion per unit. as the mix of

prinunly as a result of increases in indu
units continues 10 shift toward smantphones and mor¢ customers activate data services

Selling general and ad: tive expense i cd dunng 2012 ¢ ed 10 2011 primanly due 1o higher sales commission

expencc 1n our indirect channel as well as costs asspciated with regulatory fees Indirect sales commission expense increased 313

bilhon dunng 2012 compared to 2011 pnmanly as a resull of incteases i the average commission per umit. as the mix of unis
to shift towand ph and more customen activated data senvices

Ihvprecianion and Amartezation Expence
Fhe inerease n depreciation and amortization expease dunng 2013 compared 10 2012 was pnmanly dnven by an increase 1 net
depieciable assets Depieciation and amenization expense was essentially unchanged dunng 2012 compared to 201

Segment Operating Income and EBITDA

tdollars i milhons)

Increase/(Decrease)
Yeurs Ended December 31, 2013 2012 2011 2013 +s 2012 2012 vy 2011
Segment Ope: ng Income S 25997 $ 21,768 EEREY $ 4229 194% $ 324] 17 5%
Add Depreciation und smortization expense 8,202 7960 7962 242 30 2) -
Segment EBITDA $ 14,199 § 29,728 S 26,449 $ 4471 150 $ 3,239 122
Scgment operating imcome margin 321% 287% 204%
Segment EBITDA service margin 195% 40 6% 4918%

The changes in the 1able above duning the penods presented were pnmanly a result of the facton descnbed v connection with
operating revenues and operaling expenses

Non-recumng or non-operaional ema excluded from Wireless” Opemung income were as follows

tdollars 1a nullions)

Years Ended December 21, 2013 012 2011
Gain on spectrum i ense transacthion $(278) S - s -
Seyerance, ponsion and benefit teredits) chaiges [(11) 37 76

$(33%) S$37 3 76

[Wirctne ]
Our Wirchine sepment provades voice data and video communications products and enhanced senaces including broadband
viden and data, corpomic networking solutions. data center and cloud services, secunty and managed network senvices and local
and long distance vowe services We proside these products and services o consumers in the United States, as well as 10 cami
hus sex and g both m the Uuned States and 1 over 150 ather countnes around the world

Operating Revenues aod Selected Operating Statistics

(doltar 1n mulhons)

Increasc/(Decrease)
Years Ended December 31, 2013 2002 2011 2013 vs 2012 3012 vs 2011
Consumer retadl $ 14737 $ 14042 S 13606 § 694 49% § 417 2%
Smull business 2591 2659 2731 8 (26) 72y 26)
M.ass Markets 17328 16702 16337 €26 A7 %5 22
Strategic tervices 8,420 8052 1575 8 46 477 62
Cor 6,283 7.247 RO47 _ (964) (133) (800) 09
Glohal Entepnse 14703 15299 15622 (S%6) (39) @znoaen
Global Wholesale 6714 7240 7973 (S26)  (13) M3 ¥2)
Other 418 539 750 61) (113) @2y 281y

Total Operating Revenues §39223 5 397808 40652 § (5ST) (14) S (902) (22)

Connecuons { 000)

Tatal voice connections 20,085 22503 24137 (141%)  (63) (163} (6 8)
Total Broadband connccuons 9,015 K785 8,670 220 25 125 14
Fi08 Intemet subscnbers 6,072 5424 4817 648 119 807 126
F1O8 Viden subacribers 5,262 4720 4173 £36 13 §83 133

111 Ay of'end of penod

Wireline's 1evenues decreased 30 6 billion, or 1 4%. dunng 2013 compared to 2012 pnmanly dnven by dechaex in Global
Enterpase Core and Global Wholesale, partially oflset by higher Consumer retasl revenues dnven by F10S services and increased
Strategic services revenues withim Global Enterpnse

Mass Markets
Mass Marhets operations provide broadband services Gneluding lagh<speed Intemct. FiOS Intumet and FiOS Video srvices).
local exchange (hasic senvice and end-user access) and lang distance (including regional toll) voice senvices 1o residential and

sinall busiuess subsenbers

2013 Compared 10 2012

Mass Markets rex enues increased $0 6 billioa. o1 3 7%. dunng 2013 compared to 2012 prmanly due to the expansion of FiOS
services (Voice, Intemet and Video) as well as changes 1n our pncing strategies partially offset by the continued decline of local
exchange revenues

Duning 2013, we grew our subsunber base by 0 6 iilbron F1OS Intemet subscnibers and by 0 5 nuthion FiOS Video subscnbers.
while also c stently amp g rates within our FIOS service arcas As of December 31, 2013, we achieved
penetration mies of 39 5% and 35 0% for FIOS Intemet and FIOS Video. resy 1y, d 10 p ntes of 37.3% and
33 3% for FiO$ lntemet and FIOS Video. respecin cly, al December 31,2012

The tmercase 1n Mass Markety tevenues dnven by FIOS services was partially offset by the dechine of local exchange revennes
pnmanly due o« & decline m Consumer retail voice connections resulting pamanly fom compention and technology
substitnlion with wircless. Viol??, hroadband and cable services Total voice connecuons include irdinonal switched access lines
m servave as well as FIOS digital voice connections These was also a dechine in Small business retall voice connecuions pnmanly
reflecting compettion and o shifi to both IP and high-speed circuis

2012 Compured 1o 2011

Mass Markcets revenues mercased dunng 2012 compared to 201 1 pamanly duc to the expunsion of FIOS xe
and Video) as well as changes in our pnaing strategy adapted i 2012, partaally oftsct by the continued dechne of Incal exchange

s (Voice Internet

revennes




We contsnued to grow our subsciibet base and impioved penctraiion rates within our FIOS service ancas dunng 2012 Also
contubuting to the mcrease 10 tevenue from FIOS services were changes in our pncing strategy adopied in 2012 As of
December 31. 2012 we achieved penetration mies of 37 3% and 33 3% for F10S Intemet and 108 Video, respecuvely, compared
(o penetration rates of 35 5% and 31 5% for FiOS [niemet and FIOS Video, respectively, at December 31,2011

Mass Markets revenues were negatively impacted by the dechine of local exchange rc\:nuc\ pamanly due o a 6 1% dechne i
Corsumer retail vorce conncctions resulung prmanly from and tech with wircless, VolP,
broadband and cahle services Total vaice connections include traditional switched access Imes 1 senace as well as FIOS digital
voice copnections There was also a deching in Small business retal voice conncctions. pnmanly reflecting challeagimg economic
condstions, competition and a shift 10 both IP and highspeed curcunts

Global Enterprise

. advanced services, and
and state and federat

Global Entempnse offers Strategee sers iwes including network products and
other core communications senvices (o medium and large business s T
Lovemment customers

2013 Compured 10 2012

Global Enterpnse revenues decreased $0 6 ballion, or 3 9%. dunng 2013 compared 10 2012 pnmanly due 10 2 $0 5 bilhon, or
decline in Core custamer premise equipmen! revenues as well as lower voice services and data networking revenues, which
51 of inditwnal circwilbased sen ices such as frame relay, ate line and Asynchronaus Transfer Mode (ATM) senaces
These core sen ices declined 10 2013 compared to 2012 as vur custome: base continued to augiate to pext generation IP sen ices
The dechine in customer premise equipment revenues reflected our focus on ung ng margins by 1o has
sale< of equipment that are not part of an oy ersl] enteipnise solutions bundle The dechine 1< alo due to lower revenue from public
sector customen This decrease was parually offset by growth in Simicgic services revenues, which increased S0 4 brllion, or 4 6%,
dunng 2013 compared to 2012 pumanly due to growth in ads anced services, such as contact center solutions, [P commumications
and ous cloud and data center offenngs as well as revenue rum a teleinaucs a¢n 1ces business that we acquired in the thind guartes
of2012

2012 Compared 1o 2011 !

Global Emempnse revenues decreased dunng 2012 compared 10 2011 prunanly due 10 lower Iocal senices and tnditional crreun-
based revenues, a decline 1n customer premise equipment revenues and the unfavorable impact of foreign cumency translation
Core services declined compared to the similar penod 1n 2011 as our customer base continued 10 migrate 1o next gencrauon IP
services The decline in customer premuise equipment revenues. reflected our focus on improving margins by continuing to de-
cmphasze sales of cquipment that arc not pant of an overall enerpnse solutions bundle This decrease was puruially oflset by
bigher Strategic sences revenues Striegic serviees revenues incredsed prumanly due to growth (n advanced services, such as
managed network solutions contact center solutions, [P communications and our cloud and data center oflenngs

Global Whalcsale
Global sale provides services data, voice and local dial tone and broadhand services pnmanly
10 local. long distance and other camers that use our faciitics 10 provide services 1a their customers

2043 Compured 10 2012 '

Global Wholesale revenues decieased $0 5 hillion or 7 3%. dunng 2013 compared 10 2012 primanly due 10 a decline 1n
waditional vuace revenues as o result ol ds cd MOUs and a 5 2% decline in domestie wholesale connections: The taditional
voice product reductions are prmanly due 1o compettors de<cmphdasizing ther loval market iniatives coupled with the effect of
technnlogy substitution Also contnbuting to the dechine m vorce tevenues 15 the continuing contraction of market mics due to
competiion Partially offsetting the overall decrease m wholesale evenue was a continuing demand for hugh-specd digital data
scrvices fom fibero-the-cell customen upgrading tharr core data cirewnts o Ethemner tacilities as well ay Ethemet migrmtions from
other core customers As a result of the customer upgrades, the number of core data circuns expencnced an 11 3% decline
compared 10 the simlar peniod i 2012

2012 Compured 10 2611

Global Wholesale revenues decneased dunng 2012 compared to 2071 pnmanly duc to a dechine 1n taditional voiee revenucs as a
result of decreased MOUs and a $ 3% decline in nlume\lu. holesale ¢ The 1ad voice product red are
pnm.\nly duc to the apact of comp phauzing thair local markes wnitiatines coupled with the impact ul‘
Also to the decline 10 voice revenues is the ¢l of low margin
products .md the conhnwing contacion of market rates due 1o competition Parizally offsctung the overal]l decrease m whoelesale
revenue was a coptinuing demand for hl;h—spctd dignal data senices from fib {hecell ding therr core daa
cicuits 1o Ethemet facilines a5 well ay Ethemnet migrations from other core customers As a result of the customer upgrades, the
number of core data cicusts expenenced 8 9 6% dechine compared 10 the sumilur penod 10 2011 We expect Global Whaolesale
revenuce to continue to dechine approximately 10% per quarter compared 1a the similar penod in 2011 as we believe that the
conunucd deeline in core products wall only be partially otfict by growth in Ethemet and IP services

Other

Other revenues include such senices as lacal exchanpe and long distance services outside of our network fnotpnint and epcrator
services which are no longer being marketed The decrtase m 1evenucs fiom other services dunng 2013 and 2012 was pnmanly
due w reduced volumes vutside of vur network fooipnint

Operating Expenses

! (dollars in mullions)

[acrease/(Decrease)
Years Ended December 31, 2001 Qo012 2011 2013 v3.2012 2012 vs 2011
Cost of services and sales $ 21,928 § 22413 §$22158 §(485) (2.2)% S 155 12%
Selling. gencial and admimistrative expense 8595 ' X8} 3107 @88 (3.2 @4 @9
Depreciation and amortization expense 8327 $§424 3458 ¢ (12 (34)  104)
Tota) Operating Expenses S 3RAS0 S 39720 S 39723 S (70) (21 S (%) -

Cost of Scrvces and Sales

Cost of services and ~ales decreased dunng 2013 compared 1o 2012, pnmaniy due 1o a decrease in costs related to customer

premise equipment which reflected our focus on unp g margins by de-cmp g salcs of that ase not pant of an
overall enterpnise solutions bundle, a decline in acceas costs resulting prumanly from dechines 1 overall wholesale long distance
votumes and the nct effect of a lated These d weie panually offset by higher coatent costs

crated wath 1 FLOS subscnher growth and vendor rate increases

Cost aof services and sales increased dunng 2012 compared 10 2011, pnmanly due w0 higher content costs associated with
contiued FIOS subscnber growth and vendar rate jucieases and mcicased expenses ielated 1 our doud and data center uflenngs
Cost of services and sales was also impacted by higher costs related to FIOS innialistion. as well as higher repair and maintenance
expenses caused by st lated eventsin 2012 4102011 Thr increases were partially offset by & decline in access costs
pnmanly kom managemen actions (o teduce exposure 1o ! whelesale utes and dechines 1 overall
wholesale long ditance volumes Costs related to customer premise equipment also decreased, which reflected out focus on
mproving margins by d T ¢ sales of that are not pan of an oy erall enterpniae solutions bundle

Seltg. G
Selling. general and adnmunistrauve expense decreased dunng 2013 compared to 2012 pnmanly due to declines in employee casts,
pamanly as a result of reduced headeount, and declines in zent expenses panially offset by higher nansacuon and property tax
expenses

sneral and Adwimisnam e Expense

Selting. general and ad expense decreascd dunng 2012 1102011 prmanly due 10 lower allocations related to

and to a lesser extent lower property and n 14K €A and employee costs

Deprecranon and Amortizanon Expense

Depreciation and amortization expense decneased duang 2013 compared 1o 2012, as well as 2012 compared 1o 2011, due to
decreases 1n net depseciable assets, parially offset by an increasce in amorhization expense related 10 non-network software

Srgmenl Operating Income and ERITDA

{doflars in milhonsy

Increane/(Decrease)
Years Ended December 31, 2013 2012 2011 2013 v5. 2012 2012 vs 2001
Segment Operating Income s 3 H 60 $ 959 $ 3 nm $(899) (93 7)%
Add Depieciation and amoruzation expense 3327 K424 on (12)% i34) 104)
Segment EBITDA S 8700 3§ R4R4 3§ 9417 S 218 26 ${913) 9
Scgmeat operatiog income margin 10% 024 24%
Segment EBITDA margin 12.2% 213% 23 1%

nam - not mcaningful

The chunges tn Wirehine's Operaung imcome Sepment EBITDA and Segment EBITDA margin dunng the penods presented were
pnmarnly & result of the factors d bed 1n with revenues and operating cxpenses

Duning 2012, $0 | billion of non-tecumng or non-operational items were excluded from Wireline's Operiting income




[[Gain on Spectrum License Tramuction ]

Dunug the third quarter of 2013, ailer receiving the required repulatony approvals, Venzon Wireless sold 39 lower 700 MHz B
block spectrum licenses to AT&T 10 exchange for a payment of'$ | 9 haihion and the tran<fer by AT&T to Verzon Warcless of AWS
{10 MHz) licenses 1n certun marhets tn the westem United States Venzon Wireless also sold cenamn lower 700 Mliz B black
spectrum licenses 1o an investnent (im for a payment of $0 2 Willion As a result we recerved St S billion of AWS licenses at fair
value and we tecorded & pre-iax gamn of approximaiely 50 3 billion m Selling. general and adnunistmune expense on our
cunsolidated starement of income for the year ended Decumber 31 2013

The Consulidated Adyusted EBITDA non-GAAP mcaswie presented 1n the Consohidated Operating lncome and ERITDA
discussion (See "Cansolidated Results of Operations™) excludes the gain on the spectrum heense trasachion desenbed above

[ Wireless Transaction Costs ]
Duning 2013, as a sesult of the Wireless Transaction, we reconded cosis of $0 % billion primanly for interest expense ot S0 7 billion
related 10 the insuance of the pew potes, as well as S8 2 illion in fees pnmanly in connection with the bridge crednt agreement
(sce "Consolidated Financial Condition” ).

[[Severance, Penston and Benefit (Credits) Charges ]

2013, we reconded bt predax sevenanee pension and buncfits credits of approximately $6 2 bilhion pamanly tor our
et plans 10 accordance with our accounting policy to secogmzy actuanal gans and losses m the year in
which they occur The credits were pnmanly dnven by an increase tn our discount rate assumption used 10 deteanine the cument
year habiliies from a weighted-it erage of 4 2% a1 December 31, 2012 10 a weightedn erage of § 0% a1 December 31,2012 (843
illion). luwer than assumed reuree medical costs and other assumption adpustments (S1 4 bilhion) and the difference betwern our
at December 31. 2012 and ow actual retum on asseis of ¥ at December 31,2013 130 5

and posireln

estumated setum on assels of 7 5%
bilhon)

r our

Dunng 2012, we reeorded net predas seserance, pension and benefits charges of appromately $7.2 baliion pnmanly f
pension and posttetirement plans 1n accordance wath our accounning policy to recogmize sctwanal guins and losses in the vear in
which they occur The charges were pnmanly dnven by a de n our discount ratc assumption used 1o detenmune the cument
year habilities trom a weighted-average of 5% a1 December 31 2011 10 a weighted-averuge of 4 2% at December 31, 2012353
billion) and revisions 1o the tetrement assumptions for pariapants and sther assumption adtustments, pariially oflset by the
difTerence hetween our estimated retum on asseis of 7 543 and our actual retum on asscle of 10% ($0 7 billion) A« pan aof thiy
charge we also secordcd $1 0 bilhon related to the annuitizanon of pension labilines (see ployce Benefit Plan I'unded Status
and Contnbunions™) as well as sev crance charges of $0 4 billion prmanly for upproximazely 4 000 mansgement employees

Dunag 2011, we woorded net pre-tax severance, pension and benefits charges of approximately $6 0 hilhan for our pencinn and
p pla d; ¢ with our pulicy 1o 1ccogmize aciuwnal guins and losses i the year in which they
vecur The charges wore pnmanly dnven by a docreasc in our discount rate assumption used to determune the cwrent year
Labihiues fiom 5 75% a1 December 31, 2010 10 at Dacember 31, 2011 (350 bullion) the difference between our estimated
retum on assets of X% and our actual retum on assets of 3% (80 9 bithon), and revisions to the Life expectancy of pariicipants and
other adjusiments W asstmptions

The Conwldated Adjusted EBITDA non-GAAP mcasure presented v the Consalidated Operating Income snd EBITDA
discussion (See “Consohidated Resulis of Operations™) excludes the severnce, penvion and benetit (credits) charges presented

above

[(Early Debt Redemptron and Other Costs ]

Duning November 2012, we recorded debt redempiion costs of $0 8 billion 1n connectzon with the purchase of $U 9 billion of the
$1 23 alhon of 8 95% Venzon UCommunications Notes due 2039 1n a cash tender offer

Dunng December 2012, we secorded debt tedempuion costa of $0 3 billion an with the cardy redemp of $0 7 ballson
of the $2 0 hillson of R 75% Venzon Communications Notes duc 2018, $1 0 biltion of 4 625%% Venzon Vingimia 1.1.C Debentures,
Senes A, duc March 2013 and $0 75 billion of 4 35% Veirzon Conimunications Notes duc Fehruary 2013, as welf as $0 3 bilhon
of other costs

Dunng November 201 1, we recarded debt redempizon cosis of $1 | brllion in connection with the early redempuion of $1 U bilhon
of 7 375% Venzon C uons Notes due bet 2012, 30 6 billion of 6 §75% Venzon Commumications Notes due June
2012. %04 billionof 6 12 Venron Flonda Inc Dehentures duc January 2013, $0 5 billion of 6 125% Venzon Maryland Inc
Debentures due March 2012 snd $1 0 bithon of 6 875% Venzon New Yoik Inc Debentuaes due Apnl 2012

[Tatigation Sctdements ]
In the third guaner of 2012, we sctiled a number of patent Litigaton maners, including cases with AcuveViden Networks Inc
(ActiveVideo) and TiVo Inc (T1Vo) In conncction with the seitlements wath ActiveVideo and TiVa, we recorded a charpe of $0 4

billion in the thind quarier of 2012 and will pay and recognize vver the following via ycars an additional $U 2 bitlion

The Consolidated Adjusicd EBITDA non.GAAP measure piesented in the Consolidated Operating Income and I'BITDA

d:scussion (See * Consohdated Results of Operations”) excludes the htigation settlement casts presented above

Fooarioes £ vty

(dollars i muilions)
Years Ended December 31, 2013 2012 2011
Cash Flows Provided By (Used In)
Operating acuvities S38A18  S314R6 S 20780
Investing acuvities . {14,833) (20.502) (7.250)
Financing activities 26,450 (212531 (£.516)

Increase (Decrease) In Cash and Cash Equivalents $ 50,438 S(10.269)  § 6.694

We use the net cash generated from our operations o fund network vapanyion and e 1l Tepay extemal fi 3 pay
dnidends. repurchase Venzon common stock from time 1o time and invest in new businesses Out sources of funds, pnmanly irom
operations and, 10 the extent necessary, frum extemal financing amangements, are suflicient 10 meel ongomng opertung and
investng requirements The cash portion of'the purchase price for the Wircless Transaciion was primanly funded by the incumence
of thud-pany indebicdness muluding the 1eswance of $49 ¢ billon aggregatc prncipal amount of fixed and floanng rtc notes
and other indebied & q and T, s' ) We expect that our capstal spending requirements wall continue to
nced pamanly through intemally generated funds Dubt orequity financing may be needed to fund additional sy cstments
or development scuvities or [0 mamtan an appropnate capial siructute to ensure our financial flexibilig Our cash and wash
equivalents are primanly held domesuically 1n diveraficd accounts and are invesied 10 mamtain pancipal and liquidin
Acvurdingly. we do not have sigmificant exposuie tu forcign cumrency fluctustions

The volanlny in world debt and equity markets has not had a significant effect on our abthity 10 access extemal financing Our
ble extemat fi cing nddude vedit available under credit facilities gnd other bank hines of credit, vendor
fina 1ssuances of d debt or cquity se and prvately-placed capital market We may
alse issue shost-tean debt thiough an active commereial papur progeam and have a $6 2 billion ceednt facthity W suppont such
commercial paper issuances In addiaon, dunng 2013, we entered mto 4 52 0 billion 264 day revolving credit agreement

[[Cash Flows Provided By Operating Acuvites ]
Our prumary wource of funds 10 be cash genciated from op . pnmanly from our Wircless scgment Net cash

provided by vperating activitics dunng 2013 wncrcased by $7 3 ballion compared to 2012 prmanly due to higher consolidated
canungs. lower pension conmbutions and improved working aputal levels The mcrease in net cash provided by ope
activaties 1n 2013 was partially offset by net dismbutions of $0 3 ballion recerved from Vadutone Omnitel 1n 2012

Net cash provided by operating acuvities dunng 2012 increased by $1 7 billion compared to 2011 prmanly duc to ligher
consalidated camings, as well as improved working capstal levels, duc (o timing differcnces. parhally ofiset by an mcrease n
pension contnbutions Net cash provided by operaung actin ities dunng 2012 and 2011 included net distnbutions received from
Vodafone Ommiel of $0 3 billion and $0 4 bullion. tespectively

Cash Flows Used |

Caputal Eapendituses

Inveshng Activifies

Capital expendituses continue 1o be our pumary use of capital resources as they facahitate the introduction of new produc
11 and increase the operating cfficiency and pieducunaty of cur

services, enhance respe 10 comp
networks

Capital expenditures, including capitalized sotrw

tdollars in millions)

Yean Ended December 31, 2013 2012 2011
Wieless § 9425 S KKST O K973
6,229 6342 6,399

950 976 72

§ 16604 S 16175  § 16,244

Total as a percentage of revenue 13 8% 140% 147%

Capital expenditures tncrcased at Wieless in 2013 comparcd (o 2012 1n arder to substantially complete the bulld-out of our 4G
LTE network Capital expenditures dechned at Wueline as a result of deaeased legacy spending sequirements and a decime
spending on our F10S network

Capital expenditures dechned shightly at Wireless in 2012 compared 1o 2011 due to the decreased imvesiment in the capaciry of
our wircless EV-DO network, partially ofisct by the increased build-out of our 4G L.TE neiwork Capital expenditures dechined
shightly at Wirchne due o lower legacy spending requnrements

Acquistnions
Duning 203, 2012 and 2011, we invested $0 6 illion, $4 3 billion and S0 2 billion, respectively, 1n acquisiions of wireless
heenses Dunng 2013, 2012 and 2011, we also mvested $0 5 billion. $¢ 9 billion and $1 ¥ billion, respectively, tn acquisitions of
v caments and businesses, net of cash acquired

Dunng the fourth quarter of 2013 Venzon acquited an industry leader m content delivery networks for 50 4 billion We expevt
the acquisition will inurease ous ability to mect the gruwing demand for online digital media content Additionally, we acquired a
technofogy and television cloud company for cash consideration that was not significant In February 2014, Venzon acquired a
business dedicaled 10 the development vl cloud television products and sen1ees lor cash ¢ d that was nol ygnafic

Duning 2012 we paid approxmately $4 3 billion to acquire wareless licenses pnmanly to meet fuwre LTE capacity needs and
cnable LTE cxpansion Additionally, dunng 2012, we acquired HUGHES Telematics, a provider of telemancs services, for $0 6
billion See* Acq and( 1ures” tor dewals

Dunng Apnl 2015, we paid approximately $1 .4 billion for the equity of Terremark, which was panally offset by S0 | billion of
cash acquired (sce “Acquisitions and Divestitures ') See “Cash Flows From Financing Achinilies” regarding the debt obligations
of Terremurk that were repaid dunng May 2011 In addiuon, duning 2011, we acquired vanous wircless hicenses and markets uy

well as a provider of cloud sofiware technology for cash A that was not

Drsposttions

Dunng 2013, we completed the ale of 700 Mz lower B block spectrum licenses and as a result. we recenved proceeds of' $2 1
blhien Additionally, on Januany 6, 2014, we announced agreements with T-Mobile USA. Inc (T-Mobile USA) pursuant to which
we will dispose of our remanning 700 MIz A block spectrum heenses, and as a resull of these agreements we expect (0 fecerve
cash consideration of approimately $2 4 bulon and spectrum See  Acq and Divesutures™ for addional

information

Dunng 2012, we received $0 4 billion acluted to the sale of some of our 700 Milz lower A and B block spectium licenses We
acquired thesc icenses as part of Federal Communications Cammssion (FCC) Anction 73 1 2008

Other, net
Dunng 2011, (ther nev pnmanty included procecds nelated 1o the sales of longterm investments, which were not significant to
our consahidaled statements of Income

[[Cash Flows Provided by (Uscd In) Fimancing Achvities ]

We seck 1o maimntain v inix of fixed and vanable rate debt to lower L % costs within sondble nsk and to
protect agmnst camings and cash flow volatilny tesultng from chunges in market conditions Dunng 2013, 2012 and 2011 net
cush provided by (used 1n) financing actis ities was $26 5 bilkion $(21 3)hallion and $(5 §yhillion, respectively




2013
Dunag March 2013, we issued $0 S bilhon aggregate principal amount of floating rate Notes duc 2015 1n a pvate placement
resulting an cash proceeds of upproxamately $0 § billion. net of discounts und 1ssuance «oaly The proceeds were used for the
sepayment of commercial paper

During April 2013, $1 25 bulion of 5 25% Venzon Conmunications Notes matured and were wepasd Duting May 2013, 30 1
billion of 7 0% Venzon New York Inc Debentuies matured and were repaid Duning June 2013, $0 5 billion of 4 37, enzon
Communicatrions Notes and $0 1 bilhwon of 7 0% Venzon New York Inc Debentures matured and were repaid In addition, dunng
Junc 2013, we redeemed $0 25 hillion of 7 15% Venzon Man land LLC Debentures due May 2023 af a redempuon pnce of 100%
of the pnnapsl wmount of the debemures

Dunng Scplember 2013, m conncction with the Wircless Transaction, we 1ssucd $49 0 hallion aggregate prncipal amount of fixed
and floaning rale notes resuling in cash proceeds of approximately $4K 7 hillion. net af discounts and issuance cosis The
issuances consisied of the followsng $2 25 billion aggregate pnncipal amount of floating rate Notes due 2016 that bear interest at
a rate cqual 1o thice-month London Interbank Offercd Rate (LIBOK) plus 1 $3% which rate will be reset quarterly $175 billiun
aggregate pnncipal amount of floating rate Notes due 2018 that bear mterest at 2 rale egual to threc-month LIBOR plus | 75%
which mte will b fesct quarterly, $4 25 ballion aggregate prncipal amount of 2 $0% Notes due 2016, $4 75 billion aggregate
prncipal amount of 3 65% Notes duc 2018 $40 hillion aggregate prncipal amount of 4 50% Notes due 2020, S11 0 bithon
aggregate principal amount of § 15% Notes due 2023, $6 0 billion aggregate principal amount of 6 40% Notes due 2013 and
$15 0 Wilhon aggregate principal amount of 6 55% Notes due 2043 (collectively. the new nutes) The proceeds of the new nates
were used to finance, i pan. the Wireless Transacuion and 1o pay related fees and expenses As a result af the 1ssuance of the new
notes. we mcunted interest expense redated (o the Wireless Transaction of $¢ 7 billion dunng 2013

Dunng October 2013, 50 3 billion of 4 75% Venzon New England Inc Debentures matured and were tepand

Durnng November2013.51.25 hillion 0f 7 375% Venzon Wireless Notes and $0 2 billion of 6 5% Venzon Wireless Notes matured
and were repard Dunng November 2013 Venzon Wireless tedeemed $3 S bithion of § £5% Notes due February 1. 2014 212
redempiion prce of 101% of the principal amount of the notes and $0 3 ballion of 6 70% Venzon New York Inc Debentures duc
November 2023 at a redemption prce of 100% of she prncipal amount of the debentures Any acerued and unpad mferest was
paid 10 the date of sedemprion

Dunng December 2013, we redeemed 30 2 hillion of 7 0% Venzon New York Ine Debentures due December 2033 at a sedemption
prce of 100% of the pnncipal amount of the debentures and $20 mullien of 7 0% Venzon Delaware LLC Debentures duc
Decemhber 2023 ot a redemption prce of 100% of the prnaipal amount of the debentures Any accrued and unpand interest was
paid to the date of redemptinn

In addition, dunng 2013 we utilized $0 2 bilhion under fixed rate vendor financing facilities

Dunng February 2014, we 1ssucd €1 75 bilhon aggregate pnncipal amount of 2 375% Nutes duc 2022 €1 25 hillion aggregate
pnncipal amount of 3 25% Notes due 2026 and £0 85 hillion aggregate pnncipal amount of 4 75% Notes duc 2034 The issuance
of these Notes resulted in cash proceeds of approxamalely $5 4 mihon. net of discounts and 1ssuance costs The nel proceds were
used 1n part, 10 finance the Wireless Transaction Any net proceeds not used to finance the Wizeless ‘Transaction will be used for
genenal corporate purposes Also. dunng February 2014, we issucd 30 $ billaon aggicgate pnncipal smount of 5 9% Retatl Nowes
due 2054 resulting 1n cash procecds of approxumately $0 5 billion. net of discounts and 1ssuance costs The procecds will be used

for general corporate pumposes

Verizon Notes

Dunng February 2014.1n connection uath the Wireless Transaction we nasued $5 0 billion aggregate prncipal amount of floating
rate notes The Venzon Notes were nsued 1n two separate senes. with $2 5 billion due February 21 2022 ond $2 5 billion due
Febuary 21,2025 The Venzon Notcs bear intcrest 3t a floaung rate, which will be reset quanerly. with interest payable quarterly
0 anears beginning May 21, 2014 (see * Acquisibons and Divesutures’ ) The eight-y ear Venzon notes bear interest at a floating
rate equal to thrce-month LIBOR, plus 1 222%, and the cleven-yesr Venzon notes bear intercst at a floating rate equal to three-
month LIBOR. plus | 372% '

Term Loan Agreement

Duting October 2013, we entered into w tenn loan agreement wath a group of major finanuial institutions pursuant 10 which we
drew $6 6 billion in February 2014 10 finance. i pan. the Wireless Transacuon and to pay transsction costs Half of any loans
under the 1enn loan agreement have a matunty of three years and the other half have a matunty of fis ¢ yeans (the $-Year Loans)
The 5-Year Loans pravide for the parial amostizatior: of pnincipal dunng the tast two years that they are outstanding Loans under
the tenn luan agreememt bear snterest at fluabing rates The term luan agreemnent contamns certaimn ne| ¢ covenants including a
negative pledge covenant, & merger or stmila and an g changes covenant, affimmative covenanis
and cvents ot default that ure customary for P an grade credit rating In wddition, the term loan
agreement requires us o manmstan 8 leverage rauo (as defined 10 the 1enn loan agreement) nut 1 excess of 350 100, uat) vur
credit mungs reach a centain level

Bridge O
Dunng Scprember 2013, we cntered into a o1 0 billion bndge credn agreement with a gioup of major financial insttutions The
crcdit agreement pruvided us wirth the abilaty 10 bomow up to $61 0 billson to finance, i pant the Wireless Transaction and to pay
related Innsaction costs Tellowing the September 2013 assuance of notes, bomowing avalability under the brdge eredit
agicement was reduced to $12 0 brllion F g the effe of the teem loan 1 October 2013, the bndge credit
sgreement was terminated in accordance with its terms und as such, the related fees ot $0 2 billion were recognized in Cther
mcome and (expensc), net dunng the founth quarter ol 2013

drt A1 ecment

2042

Duning Januan 2012.$1 0 billion of § 875% Venzon New Jersey Inc Debentures matured and were repard Dunng February 2012,
$0 8 bilhon of § Venzon Wireless Notes matured and were repaid Dunng July 2012, $0 & billion of 7 0% Venzon Wireless
Notes matuzed snd were repaid In addinon dunng 2012 we utilized $0 2 billion under fixed mie vendor financing facihiies

On November 2, 2012, we announced the commencement of a tender offer (the Tender Offer) o puichase for cash any und all of
the outstanding $1 25 billwn aggicgate pnacy) mount of 8 95% Venizon Communications Notes due 2039 In the Tender Offer
that was completed November 9. 2012 $0 9 billion aggregate pnncipal amount of the notes was purchased snd $0 35 bilhon
pnncipal amouni of the aotes emaimed outsianding Any accrued and unpaid interest on the pnneipal purchased was pard 10 the
date of purchase

Dunng November 2012, we issued $4 5 hilhon aggregate pnncipal amount of fixed il notes at varymg matuntes resulting in
cash proceeds of approximalcly $4 47 bulion, nct of discounts and issuance costs The nct proceeds were used for general
corporate purposes, tor the Tender Otler. and to redeem $0 7 hillon ot $2 0 billion ot K 75% Venzen Communications Notes due
201%, $10 billhon of 4625% Venzon Vipumia LLC Debentures, Sencs A Jue 2012 and $0 75 billion of 4 35% Venzon
Communications Notes due 2013

tn addition, dunng 2012, vanous fixcd rafe notes totaling approximately $0 2 bullion were repard and sny sucrued and unpaid
imterest was paid to the date of payment

See " Other Items™ regarding the catly debt redemption costs incumred 1n connection with the aforemenuioned repurchases and

redemptions

2011
Dunng 2011, procecds from long-term berrowings totaled $11 1 bilhon, which was pnmanly used o repay outstanding deb,
redeem higher interest beanng debt matunng in the near tem and for other general comporate puiposes

ations Notes matured and were repaid, and we wiihized $0 3 billion under

During 2011, $0 5 bdlion of § 35% Venzon Commu
fixed rate vendor financmg facihities

ued $6 25 billion aggregate pnncipal umount of fixed and floaung rate notes at varying maturitics
ounts and insuance costs The net procecds were used for the
as well a3 10 redeem $2 0 bilfon aggregate prncipal amount

Dunag Mach 2011, we
resulting 1n cash procceds of approimately $6 19 ballion, net of dis
repayment of commercial paper and other generl corporate purpose:
ol telephone subsidiary debt duning Apnl 20§ 1

The debt obligstions of Tememark that were oulstanding at the time of its acquisition by Venzon wese repatd dunng the second
quadtcrof 2011 -

Dunng November 2011, we issued $4 6 billion aggregate pancipal amount of fixed wie notes at varyimg malunuies resulting in
cash proceeds of approximately $4 58 billion net of discounts and 1ssuance costs Duning November 2011, 1he net proceeds were
used to redeem $1 6 billion aggiegate prncipal amount of Venzon ("ommunications notcs and $1 9 billion aggregate pancipal
amount of telephone subadiary debt The net procceds were used for the repayment of commercial paper and other
general comporate purposes See “Other hems™ regarding the carly debt redemplion costs incumed i cannccuon with 1he
aforemenuoned redemptions

Dunng December 2011, we tepard $0 9 billion upon matuniy for the €0 7 bithon of 7 625% Venzon Wireless Notes, and the
related cross cumency swap was settfed Dunng May 2011, $4 0 billion Venzon Wircless two-year fixed and floating mte notes
maturcd and were repaid

Special Distributions

In May 2013, the Board of Representatives of Venzon Wireless declared a distnbution to its owners, which was paid in the secand
quarter of 2013 i proponion 1o their pannership interests on the payment date. 1n the aggregate amount o1 $7 0 billion As a
wesult, Vodafone received a cash payment of $3 15 billion and the ematnder of the distnbution was iecenved by Venzon




In November 2012, the Board of Repiesentatives of Venzon Wircless declacd a distnibution to its owners, which was paid in the
fourth quarter of 2012 10 propariion to theis pannerskip suterests on the payment date, m the sggregate amount of $& S billion As
sh payment o' $3 ¥ hillion and the iemzindet of the distnbution was recenved by Vonzon

a result. Vodatone recenved a

In July 2013, the Board of Representatives of Venzon Wieless declared a distnbetion 1o 115 owners, which was paid i the first
quarter of 2012 1n propurtion 10 thewr pannership nierests on the payment date 1n the aggregate amount of $10 hillion Asa
result, Vodafonce teceived a ca<h payment of $4 5 brllion and the remainder of the disinbution waa reecived by Venzon

Orher, net

The change in Other, net financing actnsnies dunng 2013 compared 10 2012 was pnmanly dnven hy higher distnbutons 1o
Vodafone, which owned a 45% noncontrelling interest in Venzon Wireless as of December 31. 2013 The change 1n Other, net
finsncing activiies dunng 2012 cumpared to 2011 was pomanly dniven by highet disinbutions to Vodafonc. and higher carly
debt redemption costs (see “Other ftems ')

vidends
The Venzon Board of Dircetors determines the appropnateness of the level of our dividend pavments on a penodic basis by
considenng such factors as long-tem growth opportuninics, intemal cash and the eap of vur sh:

Dunng the third quarter of 2013, the Board tincreased our quanedy dividend payment 2 9% to $ 53 per share trom § 515 per share
i the sume penod of 2012 This 1s the seventh conseculive year that Venzon's Board of Directors has sppmved a quarterly
diidend increase Punng the third quanicr of 2012, the Baard increased our quanterly dividend payment 3 0%% 1o § S15 per sharc
fiom § 50 per share 1 the same penod of 2001 Dunng the third quarter of 2011, the Board mcreased ous quanerly dividend
payment 2 6% 1o § 50 per share from § 4375 per share 1n the same penod of 2010

Dunng 2013, we paid §59 billion 1n dividends compared to §5 2 billion 1 2012 and $5 6 billion 1 2011 As sn pnor penods.
ficant use of capatal resoutees While the disidends declaned per comaon share ncreased in 2012
d to the prior year a3 a portion of the

dividend payments were a <
compared to 2011, the total amount of cash dividends pard decreased dunag 2012
dividends was sauiafied through the issuance of common shares ium Treasury stock (sce Common Stack™)

Credn Faciities

On August 13,2013, we amended our $6 2 bailion credit facility with n group of'major financial insttutions to extend the matunty
date to Aupust 12, 2017 As of December 31, 2013, the unused borrowing capacity under this credit facility was approximatcly
$6 1 billion The credit fucility does nol tequire us 1o comply with financial covenants or maintain specified credit raungs, and it
permits us 1o bomow even if our husinass has incurred a matenal ads cise change We use the credit faoility (o suppon the 1swance
of commercial paper, for the 1ssuance of letters ot credit and tor general corporite purposes

Dunng October 2013 we colered into a $20 bilhon 264-day revolving criedit agieement with 3 group of magor financial
institutions Although effenive as of Octubes 2013, we vould not draw on this ey olving credit agreement prios to the completion
ofthe Witeless Transaction We may use borrowings under the 364-day credit agreement for gencnil corporate purposes The 364-
day revehing credit agreement contains cenain negative covenants, including a negatine pledge covenant. a merger or sifar
transaction covenant and an accounting chanpes covenans, aflimative covenanis and events of default that are customary for

an grade redit rating In addihion this agreement tequares us to mantam & leverage ratio tas
defined in the agrectnem) ol i excess of 3 50 1 00, unul vui credit ratings teach a cenain level

Cammon Siock

Common stoch hag been used fom une to ume w0 sansfy some of the funding tequirements of employee and sharcowner plans,
wncluding 24 6 milhon common shacs issued from Ticasury stock dunng 2012 retated to dividend payments, which had an
ag ate valoe of $1 0 billion On February 3, 2011 the Boand of Directon replaced the previously authonzed share buyhack
program with a new program for the repurchase of up 1o 100 miltion common shares tenminating no later than the closc of business
on February 28, 2014 The Board also determined that no additional shares were 10 he puchased under the pnor program Dunng
2013, we repurchased $0 2 hallion of our cninmon stock under this progrum There were no repurchases of eommen stock dunns
2012002001

As a result of the Wireless Transaction, Venzon 1ssucd approximately | 27 bilhon shares

Credst Ruttngs

Dunng the thnd quarter of 2013, Venzon's credit tings were downgraded by Moody's Investors Service (Moody's). Standard &
Poor’s Ratngs Services (Standard & Poor s) and Fitch Ratings (Fitch) as a result of Venzon's announcement of the sgicement to
acquire Vodafone's 45% noncontrolling interest 1n Venizon Wireless for approvimately $130 hidhion including the incuntence of
third-panty indebiedness to fund the cash portion of the purchase pnce for the Wireless Transaction Moody's downgiaded
Venzon's long-term debt atings ot notch Gom A3 10 Baal, wl mdid & Poor’s lowered 1t comonate cednn mang and
sentor unsceured debt mung one noteh from A- 10 BBB - and Fitch lowered its Jong-term issucr default ratng and semior unsecured
debt rating one natch from A to A-

Although the mhings dewngrade 15 not expected to significantly impact our access to apital, it could incrcase both the cost of
refinancing debt and the cost of financing uny new capial requirements Sceunties mtmgs assigned by rting organiz
cxpressions of opimion and are not recommendations o buy, sell or hold secunties A secunties miing 1s subject o e
withdrawal at any time by the asagning rating oranization Each mting should be evaluated independently of any other mung

Cavenants

Vur credit Jgreements conlain covenants that are typical for large, investment grade compames These covenants 1nclude
requirzments to pay interest and prineipal 1 a umely fashion, pay laxes, maintain
INSUTANLE LOMPA L Presen ¢ our corporale exastence. keep appropiate books and tecords of finanaial Uansactions, mamtan our
properies provide financial and other reponts 1o our lenders, limi pledging and dispusition of assets and mergers and
consolidations and other sumilar covenants Additionally, the term loan credit agreement and the 363.day revalving credit
agreement require us Lo mamtain a leverage ratio (as such term 1s defined 1n those agreements) not m excess 043 50 ) 00 unul our
credit ratings are cqual to or lugher than A3 and A-

We and our lid: dianes are in compliance wath all debt
[Increasc (Decrease) In Cash and Cash Equivalents ]

Qur Cash and cash cquivalunis ot December 31, 2043 1otaled $53 5 billion a $50 4 billion increase compared 10 Cash and ash
cquivalents at December 31, 2012 pnmanly as a result of the 1ssuance of $49 0 billion aggregate principal amount of fixed and
floating rate notes

Our Cash and cash cquivalents at December 3 2012 101afed $3 1 billion. a $10 3 billion decrease compared 10 Cash and cash
equivalents a1 Deceinber 31, 2011 as a result of the factors descnbed i connection with ous cash lows provided by operating
activities, cash Mows used inimvesting activities and cash flows used in financing actvities

Free Cash Flow

Frce cush flow 12 a non-GAAP financial measvre that management belreves 1> uscful to investon and other users of Venzon's
financial mformatien in evaluating cash available to pay debt and divadends Free cash flow 1s caleulated by sublmeting capital
cxpenditures from net cash provided by opertin tvilics The followmg 1able reconciles net cash provided by operating
acuvities 1o Free cash flow

(dotiars in milkions)

Years Ended December 31, 2013 2012 2011
Net cash pravided by operating activities S 38818 § 11486 S 20,780
Less Capitul expenditures (ncluding caputulized software) 16.604 16.175 16,244
Free cashflow 5 212114 §S 15311 § 13536

The changes in fee cash flow dunnp 2013, 2012 and 2011 were a result of the factors descnbed 1n conneciion with net cash
provaded by operating activities and capital expenditures

[ Employee Benefit Plan Funded Status and Contributens ]

tion

Peasion Annuih,

3 Com ., and Fiduciary Counselors tnd , as
mdependent fiduciany of the Venzon Management Pension Plan (the Plan), entered into a defimnve purchase agreement with The
Prudcntial Insutance Company of Americs (Prudential) and Prudenuial Francisl, Inc . pursuant to which the Plan would purchase
asingle premium group annuity comract from Pradential

On Ociober 17, 2012 we, alang with our sub Veuzan

On December 10, 2012, upon issuance of the group annuity coniract by Prudenual, Prudennal inevocably assumed the obligation
to make future annuaty payments te approxamately 41.000 Venzon management retirces who began receiving pension pay ments
fram the Plan pnior 1o January 1, 2010 The amount of each rehiree’s annuity payment equals the amount of <uch mdividual's
pension benefit In addiuon, the group annuity contract 1s mtended to replicate the same nghts to future payments. such as
sunvivor benefits, that are cunently offered by the Plan

We contnbuted approximately $2 6 billion to the Plan between September | 2012 and December 11, 2012 in connection with the
frausaction so that the Plan’s funding peicentage would not decrease as a result of the trunsaction




Employer Contributions

We openate qualified and pension plans and other postreurement benefit plans These plans pnmanly
rlate to our dumestic business units Dunng 2013, contnbutiuns W our qualificd pension plans were not matenal Dunng 2012
and 2011, we contnbuted $0 % billion and $0 4 billion respectinely. to our gualified penston plans, excluding the pension
annuitization discussed sbove We also contnbuted $0 1 billion, S0 2 bilhan and $0 1 billion to our nonqualified pension plans
n2013,2012 and 2011, sespectincly

In an eflort to reduce the nsk ot our pantfolio strtegy and betier abgn assets with habilines, we have adopted a hability dnven
pension sirategy that secks to better maich cash flaws from nvestments with projecied benefit payments We expect that the
Mrategy will Rduce the kelihood hat assets will dechie at a time when labilities mercase (refumed o as labiliy hedging), with
the goal to reduce the nsk of underfunding 10 the plan and s paricipznts and beneficianes however. we also expect the struegy
1o result In lower ascet returns Based on this siratepy and the funded status of the plans at l)ecemher i1, 2013, \ne expect the

mumum acquired qualified pension plan contubution in 2014 10 be $12 hilhion N lified pension are
cstimated 1o be approximately $0 2 bidlion an 2014
Contnbutions to our other benefit plans g 1ly relate to payments for benefits on an as-ncurrcd basis since the

ather postreurement benefit plans do not have funding requirements sinilar o the pension plans We contnbuted $14 bullion,
$1 5 hilhon and $1 4 bithon to ow vther pastretirement benefit plans m 2013.2012 and 2011, respecuvely Contnbutions to our
other postretirement benefit plans e estimated to be approximaicly $1 4 bilhon in 2014

[t-easing Arrangements ]

We aic the lessor i leveraged and duect financing lease agiecments for commeruial ancraft and prwer generating facilines. whach
compnsc the majonty of our leasing ponfolio along wath el cia) real estate propeny and
other cquipment These leases have remanimg tenns of up 10 37 yeans as of December 31,2013 In addition. we lease space on
certatn of our cell towers 10 other wareless camiess Mintmum lease payments receivable represent unpuid rentals, less pnncipal and
snterest on thizd-purty nonrecourse debt relating 1o leveraged lease transactions Since we have no genenl Lhability for this debt,
uhich 1s secured by a senior secunty interest 1n the leased equipment and rentals, the related pnnuipal and interest have been
offsct against the munumum lease payments recenable 1 accordance with US GAAP Al recourse debt s sellected 1n our

consoliduted balance sheets

Off Balance Sheel Arrangements and Contractual Obhigations ]

Contractus] Obligutions xad Coemmercial Commitments
| a1 Devember 31, 2013

The followang table provides a summary of our contractual and
Additional detail about these 1tems 1y included 1n the nates 1 the consolidated financia

(dollars in millions)
Payments Due By Period

Less than More than
Contractual Obligahons Tolal Lyear 1.3 years 3.5 ycars 5 years
Long-cnn debt $ 92851 5 3395 513466 § 16252 § 59738
Capital lease abligauions 293 91 2 49 6}
Total long < debi, including curmrent 93.144 3,486 13,558 16301 59,799
Interest on lang-ferm debt <4 74938 4816 9419 8,609 52,094
Operating leases 0 12,190 55 3,723 2404 3,748
Purchase obligations +» 33,440 19,724 8778 4,163 715
Other long-term hahilines 4404 2.825 - -
Total comraciual ebhipatons $ 218116 $ 33,106 $ 3.537 § 116416

[ -
! lems included in long-tenn debt with vanable coupon rates are desenbed i Note 8 1o the consohdated financial statements
n

See Note 7 to the consnlidated financial statements

The purchase obhganons reflected above an: pnmunly commiments (0 purchase handsets and penpherals, equipment,
soflware, programming and neiwork services. and marketing acivities, which will be used or rold n the ordinary counse of
business These amounts do ot represent our entire anticipated purchases in the future, but represent only those nems that
are 1he <ubject of contractual abligations We also purchase products and senices as needed with no firm comnutment For
this reason, the amounts presented 1n this table alene do not provide a echiable indicator of vur expected future cash cutflows
o1 chunges in our expected cash pasiion (see Note 16 (o the consolidated financial statements)

“ Other I B nclude d beaetit and quahfied pension plan coninbutions (see Note 11 (o

the consohdated financial statements)

We are not able to make & rehable estimate of when the unrecognized tax benefits balance of $2 | billion and related interest
and penaities will be seltled with the respecuve taxing authonues unul 15sues or exanunations are further dexeloped tsee Note
12 to the consolidated financial statements)

[ Guarantees ]

In with the e of for the sale of busincsses and investments, Venzon ordmanly provides
and to the purch ¢ to a\ancty of nonfinancial marters. such as ownership of the sccunties

being sold, as well as financial Josses (see Note 16 1o the consolidated financial statements)

We guaranice the debenturcs and first mortgage bonds of our Icphone company d As of December 31,
2013,$3 1 bullion puncipal amount of these obl, remain Each g will remain 1n place lor the life of the
obligation uniess temminated punsuant to 1ty wrms, which will occur, smong other things, 1 the operaung telephone company 15 no
longera wholly-owned subsidiary of Venzon

We atwo the debt ubhgations of GTE that were 1ssued and outstanding pror to July 1, 2003 As of
December 31, 2013 $1 7 billion prncipal smount of these obligations remained outstanding (sec Note & to the consohidated
financial statenicnts)

As of December 31, 2013 letiers of crednt wiahing approximatcly $0 | brllion, which were executed 1 the nomal counse of
business and support several financing and payment to thud partics, were outstanding (see Note 16 to
the consolidated linancial stalements)

LIS N

We are expoced to 1anous types of markel nsk in the nomal caurse of business. mcluding the impacs of interest rate changes.
foseign cumency exchange rate fluctuations, changes in investment, equity and commodity prives and changes i ¢orporate fax
rates We employ nsk management simiegies. which may nclude the use of a vanety of denvauves including cruss currency
swaps, toreign cumency and prepaid forwands and collars, ntetest rate swap agreements commodity swap and forward agreements
and interest rate locks We do not hold denvauves tor trading purposes

It ts our general policy fo enter ity interest rate, foreign cunency and other denvative transactions only to the extent accessary to
achieve our destred obyectives i imiung ow exposure 1o vanous market nsks Our objectives include maintaining a mix of fixed
and v anzable rate debt to lower g costs within reasonable msk and 1o protect agmnst camungs and cash flow
volatlity resulting from changes tn market condiions We do not hedge our market nsk exposure 1n 3 manner that would
completely eliminaie the effect of changes in interest raies and furcign exchange rates on our camings We do not expect that our
net income, liquidity and cash flows wall be matenally atfected by these nsk management strategies

[Intcrest Rate Risk |

We are eaposed 1o changes n interest mtes, pnmartly on our shani-ienn debt and the porion of long Acrm debt that cames floating
interest rates As of December 31,2012, app ly 92% ofthe pnncipal amount of our total debt pontfolio consisted
of fixed rate indebtedness, meduding the effect of interest rate swap s, ents designated a< hedges The impact of a 100 basis
pomt change in nierest rates sftectng ow floating rate debt would result m a change s annual interest expensce. cluding our
interest rale swap agreements that are designuted we hedges, of approximately $0 1 billion The interust mites on our ¢ansting long-
1enn debt obligations are unaffected by changes to our credil ratings

The table that tollows suimmanzes the fur values of our longerm debt, including cument matuniies, and interest tate swap
ives as of December 31,2013 and 2012 The 1able also provides a sensitin ity anatysis of the estimated fair values ol these
financial 1004 i upward and downward shifts in the yield curve Qui sensitv ity analysis does not
include the fair values of our commeicial paper and bank loans, if any, because they are not significantly affected by changes m
market interest rates

denv:

{dollans 1n millions}

Fair Value assuming Fair Value assuming

Al December 31,2012 Fair Value - 100 bagis pomt shatt =100 basis pount shift
Lang4crm debt and related denvatives $ 103,103 s 95497 s 111910
At December 31,2012

Long-tenn debt and reluted denvatives $ 61048 $ 56,029 3 65,747

interest Rate Swaps

We have entered into domestic Interest rate swaps ta achieve a targeted mis of fiaed and vanable mie debt We pancipally recerve
fixed rales and pay vaneble raics based on LIBOR, resulting 1n a net increase or decrease to Interest expense These swaps arc
designated as fau value hedges and hedge against changes in the value of our debt portfolio. We revard the interest 1ate saaps
ot faur s alue on our consolidated balance sheets as assets aud habilifies

Dunng 2012, interest tate swaps with a notional value of $5 8 billion were settled As a result of the sertlements, we recen ed net
procceds of $0 7 bifhion. mcluding accrued intercet which 15 included 10 Other. net operating activities in the consehdated
statement of cash flows The far value basis ta the g debt was ! mto eanungs as a
reduction of Inferest expense over the remaining hives of the underlymg debt obliganons Dunng the second quarnter of 2013,
interest rate swaps with a notienal value of $1 25 billion matured and the impact 10 our consolidaied financial statements was not
matenal Dunng the thind quarter of 2013, we enteicd into intesest rate swaps with a total notional value of $1 8 billion At
December 31,2013 and 2012, the farr value of these intesest rate swaps was not matengl At December 31, 2013, the total notional
amount of these interest rate swaps was $1 8 hilhon The incHective portion of these interest rate swaps was sot matenal at
December 31,2013

Forward Interest Rate Swape

In erder 1o manage aut exposure 1o fulure intetest rate changes. dunng the fvurth quanier a1 2013 we entered into forward interest
rate swaps with a notional valuc of $20 billon We designated these contracts as cash flow hedges The fair value of these
contracts was nat matenal at December 31, 2013

[Foreign Currency Transiatian ]

The functienal cunency for our furcign operations 1s prmuanly the local cutrency The ranslation of income statement and balance
sheet amuunts of our foreign wperations into U S dollun 15 recorded as cumutative translation adjustments, which are included in
Accumuiated other comprehenvive income in our consolidated balance sheets Gains and losses an foreign currency transactions
are recorded 1n the conwlidated statements of income 1n Orher incame and (expense), net. At December 31, 2013, our pnmary
translation exposure was to the Bntisk Pound Sterling. the Euro, the Austrahian Dollar and the Japanese Yen

Cross Curr
Venzon Wiseless prevaously entered into cross currency swaps designated as cash flow hadges to exchange approximately $1 6
bilhon of 8ntish Pound Sterhing and Evto-denonunated debt anto U S dollars and to fix out futuse interest und puncipsl payments
m US dollars, as well as to mitigate the impact of foreign currency tansaction gains or losses A poruon of the gains and Josses
recognized in Other comprchensive incame was reclassified to Other income and (expense), net to offset the related pre-tax foreign
cumency transaction gain or loss on the undedying debr obligations The fair vaiue of the outstanding swaps was not matenal at
December 31,2013 or December 31,2012 Dunng 2013 and 2012 the gains with respect to these swups were not matenal

Swaps

Dunng Februany 2014, we entered 1nto cross currency swaps designated as cach flow hedges to exchange approximately $5 4
billion of Euro and Bnnish Paund Sterling denomimated debt into U S dollars and to fix our future interest and principal payments
i US dollats as well us 10 muttgate the impact of foreign curency transaction gaws ol losses

T T R L .
[Critical Accounting Estimates 1
A summary of the cntical accounting used In our finanaial 1 as follows

+ Waeless hicenses and Goadwill ase a sigmfi of out ¢ ets Buth our wireless licenses and goodwill

are treated as sndefinite-lived imtangible assets and, therefore are not amortized but rather are tested for impairment annually 1n
the fourth fiscal guarter. unless there are events or changes in circumnstances dunng an intenm penod that indicate these assets
may not be rccoverable We believe our and are ble and represent rketpl
considerations as of the valuauon daie We do not behieve llldl seasonably likely adverse changes i our assumptions and
esimates would resull in 4n unpamnent charge as of our latest impaimment testing date [lowener, af there 15 3 substanual and
sustained adverse decline 10 our operating profitability, we may have impairment charges in futuse years Any such impaiment
charge could be matenal 10 our results of operations and financial condinion

Wireless Licenses

The camying value of our wireless licenses was approximately $75 7 hillion as of December 31, 2013 We aggicgate our
wireless hieenses inte one single unit of accounting, as we utilize our wireless heenses on an intcgrated basis as part of cur
nationwide wircless network Our wireless licenses provide us wath the exclusive nght 1o utihze certain radio frequency
spectrum 1o provide wireless communication services There are cumently no lepal. regulatory, conuactual, competitive,
econamuc or other factors that Limit the useful Life of our wireless licenses In 2013, we perfc dagq

assessment 10 determine whether 1t 1s more hlel) than not that the fair value of our wireless licenses was less than the camying

smount As part of our we dered sevenal g factors including the business value of Wircless,
macrocconomic condions (including changes i interest mies and discount ries). mdusiry and market considerations
(sncluding industry revenue and EBITDA margin ctions) the y cted financial of Wircless, as well as other

factors Based on our 10 2013, we qual cly that 1t was more likely than not that the fair value of our
witeless hcenses significantly exceeded their camrying value and therefore, did not result in an impainnent

Tn 2012 and 2011, our quantitative impaiment test consisted of companng the estimated fair value of our wireless hicenscs 1o
the aggrepated camying amount as of the test date If the estimated far value of our warcless Licenses was lcss than the
aggregated camying amount of the wireless licenses shen an impaiment charge would have been recognized Our anmual
quantitatve tmpaimient tests for 2012 and 201 1 indicated that the fair value significantly exceeded the camying value and.
theretore, did not result in an impaiment

In 2012 and 2011, using a © we estimated the far value of our wareless heenses using u directinceme
based valuation approach This approach uses & discounted cash flow analy 515 to estumate what o marketplace parhicipant would
he willing 10 pay to puichase the aggregaled wircless licenses as of the valuation date As a result we were required 10 make
sigmficant estunates about futuie cash flows speaifically assvcrated with our wircless licenses. an appropnate discount rate
based on the nsk associated with those csimated cash Nows and assumed temunal value and growth rates We considercd




current and expected future ccononue conditions, cunent and expected avallability of wireless network technology and

and related and the costs thereol as well as othier relevant faciors 1 cxtimating future cash flows The
discount ric represented our estimate of the w, ted-avemge cost of capital (WACC), vr expected retum, that a marketplace
participant would have required as of the valuation date We dev cloped the discount rate bused on vur considetation vf the cost
of deht and equity of a group of gwidehne companies as of the valuation date Accordingly. our discount rate incorporated vur
estinate of the expected 1ctum a marketplace participan! would have required as of the valuation date, muluding the nsk
prevnum associated with the cument anid eapected economie conditions as of the valuation date The temunal value growthiate
represented our estimate of the marketplace s long-term growih

Goodwill
At December 31 2013 the balance of our goodwall was approximately $24 ¢ hillion, of which $18 4 billion was 1n our Wireless
scgment and $62 billiwn was 1 vw Wuehne segment [k whether an t hay occurred requires the

detemunation of fair value of cach respective reponting unin Ow operating sugments. Wareless and Wirehine, are deemed 1o be
our reporting units tor purposes of goodwall impaiment testing The fair value of Wireless sygniticantly exaceded its carrying
value anul the faig value of Wireline exceeded i1 canying value Accordingly, out anrual napaament tests for 2013, 2012 and
2011 did non result m an imparment

The tair value of the reparting unit as caleulated using a market approach and a discounted cash flow method The market
approach includes the use of compamtn e mul w discounted vash flow sesults: The discounted h flow
method 1~ based on the presemt value of two components—projecied cash flows and a termunal value The temuaal value
represents the expected normalized future cach flows of the reporting unit beyond the cash flows from the discrete projection
penod The fair value of the repurung unit 15 caleulated based on the sum of the present value of the cash flows fiom the
discrete penod and the present salue of the tenmnal value The d cash flows are d d using a sute that represents
our WACC

We mamntain benefit plans for most of our employees, meluding, tor certain employces, pensien and other postretirement
benefit plans A1 December 31, 2013, in the aggregate, pension plan benefit obligations exceeded the fair value of pension plan
assets, which will scsult in hugher future pension plan expense Orher postreurement bencfit plans have larger benefit
ublipations than phnl assets, iesulting in expense Stpoifi benefit plan p . including the discount 1atc used the
long-4ems wate of 1ctum on plan asscts and healih care uend rites are penodically updated snd snipact the amount of benefit

plan mcomy, expense, assets and obhgations A s
benetit abligations and expense income) reconded. as well as on the tunded status due to an ncrease or a decrcas
versus expected refumn on plan assets as of December 31, 2013 and for the year then ended pertaining to Venzon's pension and
postreitrement benefit plans is provided in the table helow

i the actual

Percentape point Increase {(decrease) at

(dollars in milhions) change December 31,2013*
Pension plans discount rate 4050 s (1.105)
£ 50 1224
Rute of ictumm vn pension plan dssets +1 00 1166}
-1 00 166
Postretiement plans discount rate +0 50 1.3
£ 50 1486
Rate of retum on postretirement plan aseets +l 0o (26)
-1 00 26
Bealth care trend rates +1 00 2519
-100 (2.086)

" In detennining tts pension and othet postretirement obligation the Company used o weighted-as erage discount te of §
The rate was sclected 10 approximalc the composite tnterest rates available on a selection of high-quality bonds available in
the narket at December 31, 2013 The bonds selected had matunties that comerded with the time penods duning which
benefits payments are expecied 1o occur, were non-callable and available in suffi 10 cnsure ketabiluty at
least $0 3 billton par outstanding)

= Qur cumrent and deferred income laxes, and d valuation are cd by events and transactions snaing 1n
the normal course of husinesc< as well as i connection with the adoption of new accounting standards, changes in tax laws and
rahs. and dispositions of bus 1d cuning 1tems As 4 glohal commere

ate and the classification of income 1ates can be affected by many factors, including cstimates of the ummg and rcalizanon of
defenvd mcome 1ax asscls and the iming and amount ol Income tax ppyments We account for tax be 3 taken or expected to
be tuken 1 our (ax retumns 10 sccordance with the sccounting standard relsung 1o the uncerntainty v inconie cs which
reyuires the use of a two-step approach tos tecogmzing and micasunng tax benefits taken or expected 1o be 1ak, 3 1axetum

We review and adjust our lability for unrecognized 1ax beactits based on vur best judgmunt given the facts, carcumstances, and
formation availahle a1 each reporting date 1o the extent that the final vuicome of these 1ax positions 1s differem than the
amounts recorded such differences mpact income ax capense and aclual tax payments We recognize any inteiest and
penaliies accmued elated 1o unrecognmized fax benefits in weome an expense Actual tax payments may matenally differ from
cstunated hahilities as @ result of changes i tax laws as wel] av unanhicipated tfransactions impacting related income fax

balances

* Qur Plant property and cquipment balunce represents » sagnuficant component of vur consolidated assets We record plant,
property and cquipment at cost We depreciate plant. property and cyuipment on # straight-line basis over the estimatd useful
Iife of the assets We expect that a onc-year increase in esttmated usetul lives of our plant, property and equipment would result
1n a decrease 1o our 20173 depreciation expense of $1 & hillion and that a one-vear decrease would result 1n an increase of
approximately $2 1 billion in our 2013 depreciation expense

{ Recent Accounting Standards |

In July 2013, the accountng standaid update relanng 1o the presentation of an unrecognized 1ax benefit when a net operating loss
camy forwand, mlar tax loss, or a tax credit camyforward exists was 1ssued  The standard update provides that a habilny related
W an unrecognized (ax benefit should be offse: agamst same junsdiction deferred tax asseis for a net operaung loss carry forward, a
similar tax loss of a1ax credit camyforward il such sctlement 1s required or expected in the cvent the uncenain 1ax position 1s
diallowed We will adopt this standard updute dunng the fint quanter of 2013 We are cunrently evaluating the consebidated
halance sheet impacticlated to this standand update

LR EE TR

Wireless

Wircless Transaction

On Scptember 2, 2013, Venzon entered tnto a stock purchase agreement (the Mtock Purchase Agreement) with Vadalone and
Vodafone 4 Limited {Seller), pursuant 10 which Veneon agreed lu acquire Vodafone's indirect 45% interest in Cellco Pmner,lnp
d/bia Venzon Wircless {the Partnership, and such interest, the Vod: Interest) for di of 3 1y
$130 mllion

Ou February 21 2014 pursuani to the tenns and subject 1o the condiiens set forth in the Stock Purchase Agicement, Venzon
acquired {the Wneless Transaction) fiom Sellerall of the 1ssued und outstanding capital stock (thé Transferred Shares) of Vodafone
Amencas Finance | Inc . 8 subsidiary of Seiler (VI Inc ), which indirectly through certun subsidiancs (together wath VFL Ine the
Purchased Entities) owned the Vodafone Interest In consideration los the Transterred Shares, upon completion of the Wircless
Transacuon Venzon (1) paid approannately $5R 89 hilhon in cash. tn) 1ssued approximately $60 15 billion of Venzon s common
stock, par value $0 10 per shate (the Stock Consideratson), (1) 1ssued senzor unsecured Venzon notes in an aggregate pnncipal
amount of $5 4 billion {the Venzon Notesy, (1v) sold Venzon's mdirectly owned 23 1% mterest in Vedafone Omnitel NV

10mnutel, and such interest, the Omaitel Interest), valued at 33 S billion and (v) provided other consideration of approxamately
$2 5 bilion As u result of the Wireless Venzon issucd ap 127 bullion shares The total cash paid 10
Vadatonce and the ather costs of the Witeless Transaction, including financing. legal and bank fees, were financed through the

C lidated Financial Conduion’)

af third-pany tsec”

In accordance with the accounung standand on consolulaion 2 ciange i g parent’s ownentip imtuest while the parat retuns 2
controlling financial interest in 15 subsidiary 1s accounted for as an equity transaction and remeasurement of assets and habilines
I hiduted subsid 1500 d As a re<ult, we wall account for the Wireless Transaction

of previously ¢ and ¢
by adjusting the carymg amount ot the noncontrolling interest to reflect the change in Venzon's ownership interest 1n Venzon
Wrreless Any diflerence between the Jair value of the consideranion pard and the amount by which the noncontsolling interest 1s
adjusted will be recognized sn equuy atinbutable 1o Venzon

Omrutel Transactton

On February 21, 2014, Venzon and Vodutone also implemented the sale of the Omnitel Interest {the Ommitel Trnsaction) by a
subsidiary ol Venzon to a subadiary of Vadafone in connection with 1the Wireless Transaction pursuant 10 o separate share
puichase agreement We will recognize a gain on the disposal of the Omaite! interest in the fist quaner wf 2014

Vertzun Notes

The Venzon Notes were 1ssued pursuan: ta Venzan s existing indenture ‘The Venzon Notes were 1ssued 1n two separate senes.
with $2 5 billion due February 21,2022 and $2 5 billion due Febiuary 21,2025 The Venzon Notes bear intesest at a floating nate,
whuch will be reset quarterly, with anterest payable guanely i ancars, beginmung May 21, 2014 The cight-year Venzon notes
bear mterest at a float rate equal 1 three-month LIBOR. plus { 222%, and the eleven-year Venzon notes bear mterest at a
finaung nate equal to tkree-month LIBOR, plus 1 372% The mndenture that govems the Venzon Notes contains certain negatine
covenants, including a negative pledge covenant and a merger or similar tansaction covenant, aflinnative covenants and events
of default that are customary for an 3! grade credil rating An event of default for enther senes of
the Venzon Notes may 1esultin aceelerauon of the enure prinopal amuuit orall debt secunties of that senes Begannang two years




after the

closimg of the Wireless Tmnsaction Venzon may redeem all or any pormion of the vutstanding Venzon Notes held by Vodafoae or
any of its affiliates for a edemption pnce of 100% of the pnncipal emount plus accrued and unpaid interest The Venzon Notes
may only he tansfenied by Vodafone 1o third partics in specified amounts duning specified pentods. commencing January 1.2017
‘The Venzon Notes hield by 1hird parties will not be redeemable Venzon has agreed 10 file a registrmuon statement with respect (o
the Venzon Notes at least three months pnorto the Venzon Notes becoming trunsferable

Other Consideration

Included in the other consideration paid to Vodafone 15 the indirect I of'l with respect to § 143%
Class 12 and Class £ cumulauve preferred stock issued by one of the Purchased l-nnuu Both the Class 12 (825,000 shares
outstunding) and Class E shares (825 000 shares nutstanding) 2re mandatonly redeemable i Apnl 2020 at $1 000 per share plus
any acciued and unpaid dividends Dividends acerue a1 § 143% per annum and will be treated as interest expense Both the Class
D and Class L shares wall be classified as hability instruments and will he recorded at fuir value as detemnned at the closing of the
Wireless Transaction

Spectrum License Transactions
¢ spectrum transactions including

Since 2012, we have entered mio several vim

» Dunng the third quarter of 2012, afler receiving the required rpulatory approvals, Venzon Wireless compleied the
1 which we acquired wircless spectrum that will be used 10 deploy

followang pi ly announced
addiional 4G LTE capacuty.
? Venzon Wireless acquined AWS spectrum sn separate transactions with SpectrumCo and Cox TMI Wireless, LLC for
which 1t paid an aggregate of $3 9 billion at the ume of the closings Verzon Wucless has also recorded a biability of
§0 4 ilhion related to a three-y ear service ohligation 10 SpectumCo s members pursuant to commercial agreements
cxeculed concurrently with the SpectrumCo transaction
? Venzon Wireless completed license purc hase and exchange transactions with Leap Wireless, Savary 1sland Wireless,
which 1s majonty vwaed by Leap Wireless. and a subsidiary of T-Mobile USA As a result of these transactions,
Venzon Wireless iccenved an aggregate $2 6 ballion of AWS and PCS huenses at fawr value and net cash proceeds of
$02 hillion transfurred certain AW S licenses 1o T-Mobile USA and a 700 megahontz (MHz) lower A hlock hicense to
Leap Wireless, and 1ecorded an immatenal gain

= Dunng the fim quanes of 2013, ue pleted license exch with T-Mabile Licence LLC and Cncket

License Company, LLC. & subsidiary of Leap Wrreless. to exchange cestamn Advanced Wiseless Senices (AWS) licenses
These non-cash exchanges include o number of intra-market swaps that we expect will enable Venzon Wircless to make
morc efficient use of the AWS band As a result of these exchanges, we recerved an aggregate $0 § billion of AWS licenscs
at fau v alue and recorded an smmatenal ga

Dunng the third quarter of 2013, after receving the required sepulatory approvals, Venzon Wiscless sold 19 lower 700
MHz B block spectrum hcenscs 10 AT&T n exchangs for a payment of $1 9 bathon and the transfor by AT&T to Venzon
Wireless of AWS (10 MHz) hcenses m cenatn markets in the westem Unated States Venzon Wireless also sold cenain
Tower 704 M1z B block spectrum licenses to an investment firm for 2 payment of $0 2 billion As a result, we recerved
$0°5 billion of AWS heuses at laie value and we recorded a preax gamn ol approximately $0 3 builion 1n Selling. genersl
and administrstive expense on our consolidated siaiement of income for the y ear ended December 31,2013

Dunng the fourth quarter of 2043, we ¢ntered mto hivense exchange agreements with T-Mobite USA w0 exchange cenum
AWSand PCS licenses These non-cash exchanges, which are subject to approval by the FCC and other customary closing
conditions, are expecied to close n the first half of 2014 The exchange includes a number of swaps that we expect wll
resultin more eflicient use of the AWS and PCS bands As a result of these agteements, $0 9 bilhon ol Wireless hienses are
classified us held for sale and included in Prepaid expenses and vther on our con<olidated balance sheet a1 December 31,
2011 Upon completion of the transachion, we expect to reeond un nnmatenal gain

= Subscquent to the transaction with T-Mobile USA n the fourth quarter of 2013, on January 6. 2014, we annomnced two
agicements with T-Mobile USA with respect 1o our iemarming 700 MIL. A block spectrum hoenses Under une sgieement.
we will sell certaun of these licenses 10 T-Mobile USA in exchange for cash consideration of approxsmatcly $2 4 bithion,
and under the »second we will hi the of these heenses for AWS and PCS spectrum
heenses These transactions are subject (o the approval of the FCC as well aa other customary cloaing condimans These
transactions are expecied to close 1n the mddle of 2014

Other
Punng 2013 we acquired vanous other wicless hicenses and nuthets for cash A that was nut Additionally,
we obtained control of previously lidated wireless hi which were previously accounted for under the equily

method and are now consolidated which resulted m an immatenal gain We recosded $0.2 billion of goodwill as a tesult of these
trnsactions

LS Telemstics, Inc.
Dunng July 2012, we acquired HUGHES Tclematics for approsimately $12 per share in cash for a total acquision prce of $6 6
hillion As a resubt of the transaciion, HUGHLES Telematics became 4 wholly-owned subsidiany of Venzon The consolidated
financial statcinents mnclude the results of HUGHES Telcinanics operations from the date the acquisition closed Upon closing, we
recorded approximately $0 6 billion of poedwiil, $0 1 billion of other intangibles, and assumed the debt obligations of HUGHES
Telemaues. which were approximately $0 1 hillion as of the date of acquisinon, and which were repard by Venzon lad this
acquisition becn completed on January 1.2012 or 2011, the 1esults of the acquired operations of HUGH Telematics would not
have had a significant impact on the dated net income le to Venzon The acquisition has accelerated own abulity
to bnng more telematics affenings 1o market for existing and new customers

The scquisiton of HUGHES Telematis was accounted for as a business combination under the acquiniiion method The cost of
the acquisition was allocated to the assets and habibies acquired based on their fair valucs as of the close of the acquisition, with
the excess amount being recorded as goodwall

Terremark \Worldwide, lnc.

Dunng Apnl 2011, we acquised Terremark for $19 per shase 1n cash Clowing and other direet acquision-related costs totaled
approximately $13 mllion afterstax The acquisition was completed via a tender offer tollowed by u * short-fonn™ merger under
Duiaware law through which Tenvmark became a wholly-ouned subsidiery of Venzon The scquisition enhanced Venzon's
offciings 10 business and govemment customery globally

Other

Dunng the fourth quaner of 2013, Venzon acquircd an indusiry leader in content delivery netwarks for $04 tillion We expect
the acquisiuon will increase our abihily to meet the growing demand for online digital media content Upon clsing we recorded
$0 3 hillion of goodwill Addiuinnally, we acquired a technnlogy and television cloud company for cash consideration that was
not fi The hdated financial mclude the results of the operations of each of these acquisitions fiom the
date cach acquisition ddused

ent to acquire 3 business d 10 the dev ot cloud

On January 21, 2004, Venzon announced an ag)
not sigmibicant The transnction which was completed m February 2014, 15

products and services for cash considoration that was

expected 1o accel the availability of nex video services
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[[Regulatory and Competitive Treads ]
M v and C itive I

Venzon operates in a regulated and highly competitive market ( umm and potental competitors inchude other voice and data

service providers such as other «© s, cuble Intemet senvice provid

s
software and apphication providers, and olhcx non-raditional companses Many of these cumpanies have a strong market presence,
brand recognition, and existing customer all of which bute to intennifying competiion and smay aflect our
future revenue growth Some of our competitors alsa are subject to fewer regulatory constrainis than Venzon For many services
oftered by Venzon, the FCC 1» our primary regulator The FCC has junadiction over inlentate telecommuniations services and
other mattets under the Communications Act of 1934, as amended (Communications Act or Act) Other Venzon services are

subject 1o state and local regulaunn




FCC Regulation
Broudbund
\’Lniun offers many diffes u-nl hwmlhum! and Intemet access services The FCC has udopted a senes of orders that impose lesser
on broadband services than apply to older voice and slower data services For example certain facility
bandl facalities of trad | tetephone ¢ do not apply 10 broadband
facilimes In sddmon, the FCC concluded that both wircline and wircl bloadhund Intemet access services qualify as largely
deregulated information services Our broadband Infemet access sepvices ale subject to vanous attempts 1o impose so-cailed
“network ncutrahity” rules, some of which were affinned and others vacated on appeal in early 2014 Venzon has been and remams
commutied to the open Intemet which provides ¢ with T choices and d access o Jawful wehsites and
content when, wheie and how they want Tlus will not change 1n light of the coun’s decision Our commitment applies to
broadband Intemnet access services pnmded over both our wirchine and wircless networks and can be found on our website at

http 7 y venzon com’broadb L

unhundlmb requirements that apply 0

Video

Venzon offers a multichannel video sen ice that is regulated Iike traditional cable service The FCC has a hody of rules that apply
10 cable operaton, and these rules atso generally apply to Venzon In uddition, the Act generally requires companies 1o ubtain o
Jocal cable franchise. and the FCC has adopted rules that interpret and implement this requirement In aieas where Venzon offers
ats facilities-hased multichanacl video services, Venzon has typically been required to obtain a franchise from local authonties

Naurelne Voice

Venzon otlers many difterent wirchne voice services including tisdional telephone senvice and other services that tely on newer
technologics such as VoIl For negulutory purposes. legacy telephane sen ices are generatly constdercd to be “commen camer
fiened regulatory ovemight with respect to rates. tems and canditions, and
d VoIP service providen

senvices Common camer serveces are subjyeet to her
ather aspects of the services The F has not decided the regulatory classification of VoIP hut has
must comply with cenamn rules, such as 911 and lawenc

Wireless Services

The F(C regulates several aspects of Venzon Wireless' aperauions Genenlly. the FCC has junisdicuon over the construction,
operation acquisiion, and Imnsfer of wircless communications sy steins And all wircless senices require use of Rdio frequency
spectrum, the assignment and distnbution of which 15 subjeet to FCC ovemight Venron Wireless anticipates that at will need
additional spectrum to meet Juture demand It can mcet spectium needs by purchasing hicenses or leasiag spectium from others, o1
by parucipaung compentive bidding piocess for new spectrum fiom the FCC Both processes are subject 10 centain e

approvals, and potential conditions

Today. Venzon Wascless holds FCU spectrum hicenses that allow 1t 10 provide s wide range of mobile and fixed communications
senvices, including both voice and data services FCC spectrum licensea typacally have a 1enm of 10 yean at which time they are
subject 10 renewal Whie the FCC has routinely renewed all of Venzon Wireless licenses. challenges could be raised 1n the future
If a wireless license weie revoked ar pot tenewed. Venzon Wireless would not be pemutied (o provide senices on the spectrum
Some of vur hieenses requare us 10 comply with so<alled “upen access™ FCU repulations. which gencrally require bicensees of
particular spectium 10 allow customers to use devices snd applications of their choice, subject tu cetain 1echmeal hmitations The
FCC has also wmposed cenain specific mandates on wircless camen mcluding constmiction and geographic coverage

techmical fards, provivon of cnhanced 911 services, roaming obligations, and requiscments for

wircless tower and antenna fas

The Communications Act imposes restnictions on farcign ownershtp of US wareless systems The FCC has approved the foreign
ownciship i Venizon that has resulicd froin the Wircless Transaction In additon Venzon Wireless Venzon and Vodalone
entered 1010 an agreement with the federal govemment that imposes nanonal secunty and law enforcement.related obligations on
the ways in which Venzon Wireloss stores information and othenvise conducts 11« business

Insercarrier Compensation and Netw ark Access
adional wirchine

The FCC rwepulates some nf the rates 1har camers pay each ather for the exchange voice tratfic (parmiculasly
trafic) over different neworks and other aspects of mterconnection for some vorce senices In many instances, Venzon makes
payments to other providers and in twm Yenzon recenes some payments fom other camens In 201 ), the FCC 1ssued a bioad
retormn ogder changing. among other things the tramework for many of the per4ninute rates that camens charge ¢ach ather for the
exchange of voice traflic The new rules pradually reduce many of these rates to sero This arder 15 subject 10 pending
reconsidenation pettiions and appeals The FCC alsu regulates some of the rates und wons and condiions for cenam wareline
* specaal access™ and other senices and network facihiies Venzon is both a sclicr and a buyer of these senvices For example. on
the wirchine side Venizon sells wholesale cuircuns 1o other vaice and data «en e providers On the wareless side Vienzon puichases
special access and uther senaces 1o transport trathic to fiom celi towens In addition. as required by the Act. Venzon unbundles
certain warcling nerwork elements and makes these faciln ces available to other nerwork protide

Unnersal Service

The Communications Acl chaiges the FCC wath ensunng that centmin groups and ancas have gccess (o commanications sen ices,
mcluding rura) and other high—cost arcas, low income subscnbers, schools and hbrnes, mml health-care etgamizations, and deaf
and hard-of-heaning individuals The FUC established different subsidy and discount programs 1o achieve these poals To pay for
these programs. the FCC requires contnbuuions from providers such as Vertzon bascd on reported revenues for certain sen ices
Venzon also recen es some payments from some of these programs but 15 a net payer into them

State Regulation and Local Regulauon

Kuelne Semvices

State public uhilily comnussions regulate Venzon's telephone opemhons with respect to cer OMMURILALONS INTRMJte
matters Venzen vpertes as an “incumbent local exchange camier™ an 14 states These incumbent operation
levels ot promg tlexibility and other state oversight and requirements Venzon also has other wirehine operations that are mone
hghly regulated In addition as a video services operator in y states. Venzon has been required to obtan a cable frmchise
from local gosemment entittes, of tn some cases 3 statc-wide [manchise, and W comply with certain onc-ume and ongomyg

obligaions as s result

are subjpeet to vanous

Haireless Services

The Communications Act gencrally precmpts regulation hy state and local govemments of the entry of. or the rates charped hy,
wireless camers The Act does not prolubit states from regulating the other “terms and conditions’ of wneless service For
example, some states atiempt to segulate wircless customer billing matters and impose repurting requirements Sevenal states also
have laws or regulanions that address safety issues (¢ g . use of wircless handsets while dnving) and taxation matters In addiuion.
wircleas tower and sntenna facilitics are ofien subject (0 state and local zoming und Jand use tegulation, and secunng approvals for
new ar moditied facilsties is ofien a lengthy and expensive process

Dunng 2003, under a gov ved plan. d at the site of a former Sylvania facility in Hicksville.
New York that processed nuclear fuel rods 1n the 1950s and 19605 Remediation beyond onginal expectations proved 1o be
necessary and a of the COsts was di | A of Losts related 1o remediation
effonis a1 sexeral other former facilitics was also undenaken [In Sepiember 2005, the Amiy Coms of Engincers (ACF) accepied the
Ricksville site into the Formerly Uulized Sites Remedial Action Program  This may result in the ACE performing some or alt of
the remediation effort for the Hicksville <ite with s corresponding decrease 1n costs 1o Venzon To the extent that the ACE assumes
yesponsibility for remedial work at the Hicksville site. an ad to a seserve previously established fin the remed may
be made Adjusiments to the sescrve may also be made based upen actual conditions discovered dunng the emediation at this ot

v irenmental Matters ]

any other site requinny remediation
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In this report we have made forwardJooking ‘These

are based on our esumates and assumptions and arc
aubject ta asks and uncenamties Forwaid-looking stat ts include the cH ! our po:
results of Forward-looking alse include those preceded or followed by the wunds “anticipates,

“estimates,” “hapes * or simular expressions For those statements. we ¢laim the protection of the safe harbor for forward-looking
statements contained tn the Povate Sevunties Litigation Reform Actof 1995

The following important factors, along with those discussed ¢lsewhere an this rwport and sn other filings with the Secuntics and
Exchange Comnussion (SEC), could affect future results and could cause those results 1o differ matenally from those expressed in
the forward-loohing statements

« theability to realize the expecied bencfits of the Wireless Transacton in the timeframe expected orat all,

< an advarse change in the 1aungs affoded our debt secunmies by accredited ratings o1 adverse
conditions 1n the credut markers affecting the cost, including interest mtes, :n(llnr availabilny of funther financing,

. ficantly d levels of indebted as a result of the Wincless Trnsacuion,

« changes in tax laws or Ireaties, or in their interpretation.

+  adverse condihions in the U'S and stemational economies

«  matenal adverse changes in labor matters, including labos negotiauons. and any sesulting financial and/or operational
umpact.

+ matenal changes in technulogy or techanlogy substitunon,

« disuption of our key supphers” provisioning of products or services,

+ changes 1n the regulatory environment in which we openite, including any increase 1n restnetions on our ability to operate
our networks,

ticant

«  breaches of network or information technology sccunty, natural disasters, terronst attacks or acts of war or sigi
liigation and any resulting financial impact not cos ered by insurance,

«  the effects of competition 1 the markets i which we opesate,

- changesin that reg: n agencies, including the SEC may require or that sesult from changes in
1he accounting rutes or then apphication, which could result in an impact on eamings,

significant increases i benefit plan casts or lower inv estment retums on plan assels, and

the inability 10 implement ous business sinategies

O I LTt AT R,

We, the of Venzon C Inc . are blc for cstablishing and adequate intemal contol
vver financial reportimg of the compuny Management has evaluated intemal contivl over financial repoiting af the company
using the cntena for etfective intemal control established in Intemal Control-Integrated Framework 1ssued by the Commuttee of
Sponsonng Organizations of the Treadway Commission in 1992

Management has assessed the effecuveness of the Lompany's intemal contrul over financial reporting as of December 31, 2013

Bused on this assessment, we believe that the intemal control over financia) reporting of the company s effective as of
December 31,2013 In connection with this assessmenl, there were no matenal weaknesses in the campany's intemal control over
financial reporung identificd by management

The company’s financral statements included n this Annual Repont have been audited by Emst & Young LLP, independent
registered public accounting firm Emst & Young LLP has also provided an auestation repon on the company’s intemnal control
over (inancial reporting

/s _Lowell C McAdam
Lowell C. McAdam
Chamnan and Chief Fxecutive Officer

/v Francas ) Shammo

Francis J. Shamme
Executive Vice Mesident and Chief Financial Officer

! Anthony T Shisdas
Anthony T Shiadas
Senior Vice President and Controller

of Verizon Ci i Inc.:

‘o The Bosrd of Directors and S|

We have audited Venzon C e and " (Venzon) intemal contid over (inancial reporting as of
December 31, 2013, based on critena cstablished in Intemal Controb-Inicgrated Framework issued by the Commitice of
Sponsonng Organszations of the Treadway Commission in 1992 (1992 framework) (the COSO critena) Venzon’s management 1s
responsible for mamtaining cffecune inemal control aver financial rep ;. and for ns of 1he of
intemal control ov er financial reparting included in the npanying Repon of on Intemal Control Or er Financial
Reporung Our responatbility 1s 10 express an opinion on the company > intemal contiol oy er financial reponing based on our

audit

We conducted our audit 1n accordunce wath the standards of the Puhhic Company Accounting Oversight Board (United States)
Those standards require that we plan and perforn the audit (o obtain reasonable assurance abous whether eifecuve intemal control
over [inancial reporting was mamtained in all matenal respects Our audit included obtamnmg an undentanding of intemal contro!
over financial reporting. assessing the nsk that a matenal weakness exists, tesitng and evaluating the design nnd operting
effectin eness of mtemal control based on the axeessed n<k. and p such ather p il &5 we considen Yy m
the cinumstances We beheve that our audit provides a un;ondblc bas1s for our opimion

ntemal control over financial reporting 1s & process designed 1o provide ressonable assurance regarding the

A comnpany’s
cral statements for extemal purposes 1n accordance with generally

rehishility of financial seporing and the preparation of fi
accepted accounting prociples A company's intemal control over financial reporing includes those palicies and procedures that
(1) penan 1o the masntenanve of records that, 1n reasonable detail, accurately and fairly reflect the transactions and dispositions of
the assets of the company, (2) provide that are recorded as necessaly (o permit preparation of
financial satements m acomdance with gencrally accepted accounung principles, and that iccepts and expendiures of the
company are being msde only in accordane with authon2ations of management and dusvetors of tic company. and (3) provide

evention or timely d of d acquisition, use, or disposition of the company’s
asscts that couid have a marcnal ‘ﬂccl on the financial statements

Recause of ity wmherent limitations, mtemal control over financaal reporting may not prevent or detect musstatements Also,
pmojections of any evuluation of efiectiveness to future penods are subject 10 the nsk that controls may become madequate
becausc of changes in condiions, or that the degree of compliance with the policies or procedures may deteriorte

In out opiion, Venzon maintained. i1n all mazenal respects, effecuve intemal contro] over financial reporing as af December 31,
2013, based on the CUSO Lntena

We also have sudited, im accordance wath the standaids of the Public Company Accounting Oversight Boaid (United States), the
consolidated balance sheets of Venzon as of December 31, 2013 and 2012, and the related consohdated statements of income

comprehensive income, cash flows and changes in equity for cach of the three years in the penod ended December 31, 2013 of
Venzon and our report dated Febniary 27 2014 expressed an wnquahified opinion thercon

/% Fmst & Young LLP
Ernst & Yeung LLP
New York, New York

February 27,2014

To The Board of Directors and Shareowners of Verizon Communications Inc.:
Inc and subaid s (Venzon) as ot
¢ income, cash flows and changes

We have audited the accompanying consolidated balance sheets of Venzon C
December 31, 2013 and 2012, and the related ¢ Tidated of income,
1n equity for each of the three years n the penod ended Decernher 31,2013 These financial statements are the responmbility of’
Vencon's management Our responsibility 15 10 expiess an opimion on these financial statements based on our auduts

We conducted our audits d: with the of the Public Company Accounuing Oversight Board (United States)
Those standards tequire that we plan and perfonn the audit 10 obtain reasonable assurance shout whether the finanaal statements
are hee of matenal misstatement An audn inclndes exanuning, on a test basts, evidence supporting the amounts and disclosuses in
the financial statemients An audit also mcludes assessing the cs used und made by
managuement, as well as evaluating the overall financial statement pn\;nl.llmn We believe that our sudits provide a reasonable
basis for our opinion

In ous opinion, the financial statements referred to above present fairly, in all matenal respects. the consolidated financial postion
of Venzon at December 31, 2013 and 2012. and the results of ifs and nts cash flows for each of the thiee
yeais 1n the penod ended December 31 201310 confomuty with U S generally accepted accounting principles

We al<o have audited. 1n accordance with the standards of the Public Company Accounting Oversight Board (United States).
Venzon s intemal contrul over financial reporiing as of December 31, 2013, based on cntena cstablished 1n Intemsl Control-
Integrated Framcw ork issued by the C of' § Organizanions of the Ticaduay Commussion (1992 fiamework ) and
out report dated February 27 2014 expressed an ungualified opwion thereon

/7 Em< & Young LLP
Ernst & Young LLP
New York, New Yark

Februan 27,2014




(dollars m muthions cxcept per share amounts)

Yeuns Ended December 31, 2013 2012 2011
Operating Revenucs S 120550 §$ 115846 §  TI0K7S
Operating Eapenses

Cost of services and sales (exclusive of ems shown below) 44387 46275 AS K75

Selling, general and admunistRnve cxpense 27,089 39,951 35624

Depreciation and amoMzalion cxpense 16,606 16,460 16,496
Total Operating Expenses 88582 112,680 97,995
Operating Income 11968 13,160 12 880
Equity i camings of unconsohdated businesses 142 324 144
Otherincome and (expense) net 1166) (1.016) i4)
Interest expense (2.667) (2,571) (2827)
Income Before (Provision) Benefit For Income Tases 29277 9,897 10,453
(Provision) Benefit for incosme taxes {8.730) 66l 1285)
Net Income $ 23,547  $ 10,557  § 10 198
Net income attributable te noncentrolling interests 3 12050 § 9.652  § 77
Net income atiributable to Verizon 11497 K75 2404
Net Income L] 23547 § 10,557  § 10.198
Basic Earnings Per Comman Share
Net income atinbutable to Venzon s 401 § s 85
Werghted-as erage shares outsianding (in mithions) 2866 2883 2533
Diluted Earnings Per Common Share
Net income sttnbutable 10 Venzon s 400 § 31 s 85

25874 K62 2839

Weighted s erage shares outstanding (1n million~)

See Notes to Consolidated Financial Statement<

ool H P

(dollare in nullions)

Yean Ended December 31, 2013 2012 2011
Net lucame $ 23547 S 10557 $ 10398
Other Comprehensis e lncome, net of taxcs
Foreign enmency translation adjustments 60 o9 (119}
Unrealized gain (loss) on cash flow hedges 25 (68) o
Unrealized pain (1oss) on mark ctable secuntues 16 % ()]
Defined henefit pension and posiretrement plans 22 5316 6
Other comprehensive income aunbutable to Vepzon 123 966 220
Other comprehensive income (loss) atitnbutable 1o noncontrolling intercsis as) 10 1
Totsl Comprehensive lncome $ 23655 S E1,533 810419
Compichensive income atinbutable to noncontrolling interests 12,035 9,692 7.198
Compschensive income atinbutable to Venzon 11,620 1341 2624
Total Comprehensive Income $ 23655 5 11533 $ 10419

See Notes 10 Cansohidated Financial Statements

(dolars 1n millions, except per shaic amounts)

A1 December 31, 2011 2012
Adsets
Cument assets
Cash and cash cyunalents H 3,528 3 3.003
Short.1enn investments 601 470
Accounts recen able, net 0 allowances o'$645 and $64) 12,439 12,576
Inventones 1,020 1,078
Prepaid expenses and other 3,406 4.021
Total cunent assets 70,994 21.235
Plant, property and equipment 220,865 200575
Less accumulated depreciation 131,909 120,933
838,956 88,642
! £ 18 une d bus; 3432 1301
Wireless hcenses 75,747 77.744
Goodwill 24,634 24139
Other intangsble asxets, net 5800 5,933
(xber asseis 4,538 4128
Tanal assets s 274,098 5 225222
Liabilities and Equity
Current habihtics
Debt matuning within one year s 3,933 ) 4.369
Accounts payable and acciucd labilities 16,453 16,182
Oher 6,664 6,405
Total cument habihiues 27,050 26,956
Long-temm debt 89,658 47618
Eniployee benefit obligauans 27,682 34,346
Deferred incone taxes 28.639 24,677
Other habilities 5,053 6,092
Equity
Senes prefemed stack (§ 10 par value, nonc issued) - -
Comnwn stock (8 10 par value, 2 967,610 119 shures issued i
buth penods) 297 297
Contnbuted caputal 3793 37.990
Retny ested caminps {Accumulated deficsty 5,782 3,734)
Accumulaied other comprehensive income 2,358 2235
Common stock 1n teeasury, at cost 3.961) 071
Deferred ¢ —employee stock hip pluns and
other 421 440
Noscontmlhng iaterests. 56580 $2376
Total cqusty 95,416 R5.533
Total habilines and equity s 274,098 s 228,222

See Notes (o Consolidated Financial Statements

(dullars in mullions)

Yean Ended December 11, 2013 2012 2011
Cash Flows from Opersting Activities
Net Income $ 23547 $ 10,557 $ 10198
Adjusunents 10 reconale net income v et cash provided by opemting activities
Depreciation and amomizahon capense 16,606 16,460 16496
Employee retirement benelits (5,082) 8,198 7426
Deferred income taxes 5.785 952) 1223)
Provision for uncollecuble accounts 993 Y72 t.026
Equity 1n eamangs of unconsolidated businesses, net of din iends recerved (102) 7” 36
Changes in ot nt and labilities et ot cftects trom
acq disg ofbus
Accounts recervable (843) 11,717 (9006)
Inventones Se (136} 208
Onher assets 143 300 86
Accaunts payable and accrued hahihitics 915 1144 (1.607)
Other, net {2,954) 13423 (2.900)
Net cash provided by operating activities s s 3486 29.780
Cash Flows from lavesting Activines
Caprtal expenditurcs (meluding capitalized software) (16,609) (16 175) 116.244)
Acquisitions of tnx estiments and businesses net of cash acquited 494 913} (1.797)
Acquisitions of wireless hcenses (580) (4,298) 221)
Procecds trom disposiions of wireless licenws 2,111 363 -
Net change in shontdeim any esiments 63 27 s
nher, net 671 494 9717
Net cash used 1n wmvesting achvatics (14.333) (20.502) (11.250)
Cash Flows from Financing Activities
Proceeds from longemm borrowings 49,166 4480 11.060
Repayments of lung tenn bomowings and capital lease obhigations $.463) (6.403) (11.805)
Decrcase in short-term obligatiens excluding cunvat matunties {142) (1 437) 1,928
Diidends pard (5.936) 15.230) (5.555)
Proceeds from sale of common stock as 3% 241
Purchase of common stock for treasury {153) - -
Special disinbution to noncantrolling interesi (3.150) (8325) -
(ther, aet (5.257) 4 602) (1.70%5)
Net cush provided by fused in) financing activ itics 26,450 (21.253) (5.836)
Increase (decrease) in cash and cash equivalents 50,435 110269) 6,694
Cash and cash cquivatents, hegmming of penad 3,093 13,362 6,068
Cash and cash equivalents, end of petind $ 53,528 $ 3,093 § 13,362

See Notes to Consolidated Financial Statements
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(dollars in millions, except per share amounis, and shares i thousands)

Yeans Ended Decembes 31, 2013 2012 2011
Shares Amoeunt  Shares Asmount Shares Amaunt
Common Stock
Halance at beginming of year 2967610 § 297 2967610 § 297 29607610 § 297
Balance atend of year 2967610 297 2967610 297 2907610 297
Contributed Capital
Balance at beginmng of year 37990 17919 37922
(nher 51 71 1)
Balance at end of year 37,939 37990 37919
Earnings (Ac¢ Deficit)

Balance ut beginning of year 3.734) 1179 4368
Ne1 income attnbutable o Venzon 11,497 R7S 2404
Dividends declared ($2 09,82 03.81 975) par

shase (5.981) {5.788) {5,593%)
Balance a1 end of year 1.782 (3.734) 1.179

Accumulated Other Comprehensive Income
Raulance at beginming of year aunbutable to

Venzon 2238 1269 1.049
Forergn currency translaiion adjusunents 1] 69 h19)
Unrealized gains (losscs) on cash flow hedges 25 {68} 30
Unrealized gams (fosses) on mark etable secunties . 16 29 (4]
Defined benefit pension and posirelirement plans n 936 316
Other comprehensive income 123 Y00 220
Ralance at end of year atinbutable 10 Venizon ' 2,388 2233 1,269

Treasury Stock

Balance at heginning of'year (109,041). (4,071) (133.594) (5.002)  (130,587) (5267
Shares purchased (3,500) sy - - - -
Employee plans (Note 15) 6,835 260 11,434 433 69K 265
Shareowner plans (Note |5} 2% 3 13,119 44K 11 -
Bualance at end of year (105,610) (1,961) {109,041y {4.071)  {133.5949) (5.002)
Deferred Compensation-ESOPs and Other
Balance at heginning ol year 410 308 200
Resincied stock equity grunt 152 196 146
Amoization {amn) (64) 35
Balance a1 end of year 421 440 Nk
Noncontrolling Interests .
Balance at begmning of year 52376 49938 48343
Net income attnbutable 10 noncontroiling

nterests 12,050 9.6%2 7.794
Other comprehensive income {loss) ' (15) 10 1
Total comprchensive income 12,035 9,042 7,795
Distnbutions and other L (1AM (7.254) (6,200)
Balance atend of y car 56,550 52376 49938
Total Equity $95.416 S 35533 S 35908

Sce Notes to Consohidated MNnancial Stsiemeuts

I\..-.: t J
]

Fﬂtnpnon of Business and Summary of Sigmficant Accounting Policies

Description of Business

Venzon Communications Inc (Venzon of the Company) 15 a holding company, which acting through s subsidianes 13 ane of the
world's Jeading 7 af i nformation and products and sen ices (o consumess. businesses and
goreminental agencies with a presence in aver 150 counines around the world We have two reponable segments, Wireless and

Wireline For further our husiness . see Note 13

The Wireless segment provides wireless commuinations services eions onie of the most extensive wireless networks i the United
States (US) and has the largest fourth-generation (4G) Long-Term E {LTE) technol and (hird-g
(3G} networks afuny U'S wircless service provider

The Wirchne segment provides voice. data and video products and enh d services
video and data, Lomporate networking solutions, data center and cloud services secunty and managed network services and local
and long distance volce services We provide these products and senices to consumers in the United States. as well as to camers,
businesses and gor emment customers bath in the United States and 1n o er 150 other countnes around the world

Consulidation

The method of ace 2 applied 10 whether ¢ hidated, equity or cost, 1nvolves an esaluation of all signtficant
tenns of the investinents that explicitly grant or suggest evidence of control or influence over the operations ol the investce The
consolidated financial statements include our ¢ led d For Hed subsid that are not wholly-owned, the
nenconteolling mterests are included in Net imcone and Total equity Investments in businesses which wa do not control, but have
the abilny to exemise sigmificant influence over operaung and financial policies, are accounled for using the equily method
Investmenis in which we do not have the ability to exercise i over and financial pohicies are
accounted for under the cost oxthod Equity and cost method tnvestments are included in Invesiments tn unconsolidated
businesses in our consolidated balance sheets Certain of our cost method imvestments are as svalahle-fc i

and adjusted 10 fais valuc pursuan to the accounting standard related to debt and equity Al fica

aceounts and transactions have been chminated

Basis of Prescotation

We hare ieclassified cenain pnioar year amounts 1o canfomm to the curreni year presentation

We picpare our financial using U'S g lly accepted £ ponciples (GAAP), which require management to

make estimates and asswmptions that aflect seponted amounts and disclocunes: Actual resulis could differ from those eximates

Examples of significant estimates anclude the allowance for doubtful accounts. the recoveratulity of plant, property aud
the bibty of ble assets and other long-ived assets. unballed revenues, fair values of financial
ccognized 1ax benefits, allowanies on 1ax asscls. accrued expenses. pension and pesiretirement benefit

assumptions. confingeacics and allocation of purchase paces in connection with business combinations

Revenue Recognitien
Mulple Dein erable 4srangements

In both our Wircless and Wireline seginents. we offer products and services to our customers through bundled amangemenis These
bles which may mclude producis. services, o a combiustion of products and services

amangements mvolve maluple del

Rireless

Qur Warcless scgment cams revenue prunanly by providing access to and usage ot its network In gencral. access revenue s billed
one month 1n advance and recognized when camed Usage revenue 1s generally billed in arrears and recogmized when service 1s
tendered Equipment <ales revenue associated with the sale of wireless handsets and accessones 1s recognized when the products
are delivered to and accepled by the cusiomer, as this 18 considered 10 be a sepamate eaminge process ffom providing wreless
servaces For agreements i olving the resale of third-party services in which we are considered the pnmary obliger i the
amungements. we secord the ren enuc gross at the time of the sale For equipment sales we

genenally subsidize the cost of warcless devices The amount of this subsidy is g 1y on the and terms
selected by the customer In muluple deliverable anangements which involve the sale of cquipment and a service contract, the
equipment revenue is recagnized up to the amount collected when the wireless device 1s sold

Wirelne

Our Wireline segment eams revenue hased upon usage of its network and facilities and contsact fees In general, fixed monthly
fees fur voice, video, d, nd certain other services are hilled one month 1n ady ance and recognized when eamed Revenue from
services that are not fixed 1n amount and are based on ucage is genenlly billed in amears and iecognized when service 1s rendered

We sell each af the senices offered 1n bundled amangements e . voice. video and data). as well as separately, therefore each
product or sen tee has o standalone selling prce For these 4 cuted to cach dell ble using a relutive
selling prce method Under this method, amangenwnt consideration 1s @ ate deliverable based on out
standalone selling puee for cach product or service These services include FIOS services, individually or an bundles, and Lhgh
Speed Intemet

When we bundle with and SEIVICES, We i revenue when the equipment 1s
mstalled 1n accordance with coniraciual specifications and teady fot the custmer’s use The mainienance and monilonng services
are recognized monthly over the tem of the contract as we provide the services

Instatlation related fees along with the associated costs up to but not exceeding these fees, ane deferred and amomzed over the
estimated customer relationship penod

For each of our segments we repon taxes imposed by g 1 suth. on c-producing bervween us and
our customers on a nct busis

Maintenance and Repawrs

Wec charge the cost af mamntenance and repairs. mcluding the cost of replacing munor iteins not consututing substantial
betierments, pancipally to Cost of sesvices and sales as these costs are incurred

Adverusiog Costs
Costs for advertising products and senices as well as other promotional and sponserchip costs are charged 10 Selling, general and
admunistrative expense in the penods 1o which they are incurred {see Note 15)

Eurnings Per Common Share

Basic eanungs per comumon share aie hased on the weighted-a erage number of shates outstanding dunng the penod Wheie
appropnate, diluted camungs per common share include the dilutive effect of <haies issusble under our stock-based compensanion
plans

There were a total of approximately 8 milbon 9 mullion and 6 mitlion stock options and restrcted stock units outstanding
mctuded in the computation of diluted camings per common share for the years ended December 31, 2013, 2012 and 2011,
respechively Ouisianding opions to puzchase shares that were not included in the computayon of diluted canings per comunon
share, hecause to do 30 would have been anti-dilutive for the penod, were not saigmficant for the yeans ended December 31,2012
and 2012, respectively. and included approximately 19 million weighted-as erage shares for the years ended December 31, 2011

As of December 31. 2013, we were authonzed 10 1ssuc up to 425 billion and 250 million shares of common stock and Scnes
Prefened Stock, respectively On January 28, 2014, at a spedisl mecting of our shaicholdess, we received shareholder approval to
wncrease our authonzed shares of common stock by 2 ballion shares to an aggregate of 6 25 bilhon authanzed shares of common
stock On February 4, 2014, this authonzation became cffective

Cash and Cash Equivalents

We consider all highly lquid investments with a matunty of 90 days or less when purchased 10 be cash equivalents Cash
equivalents are stated at cost. which approximates quoted market value and metude amounts held i money market funds




Marketable Securities

We have sy estments in marketable se whith are ¢ dered “avarlable-forsale™ under the provisions of the accounting
standard for cenan debt and equily secunises, and a1c included 1n the accompanying consolidated balance sheets in Shon-term
s extments, Ty estments in unconsolidated businesses or Other assets We contmually evaluate vur investments i markctable
secunities for impaimment due to dechines 1 mathet value dered 10 be other-th: ! That evaluauon includes, in
addinion to peristent, dechning stock poces geners) and cumpuny-specific ey aluat I the event of o detenmination
that a decline an markel valuc 1s otherdhan-temporary a charge to camings 1s recorded for the loss, and a new cost basis i the
nvestment is extablished

Ins entories
Inxventory consmists of wircless and warcline equipment held for sale, which 1s camed a1 the lower of enst (detemned prncipally on

enher ¢ cost or fist-in. fint-vut basis) ur market

avy

Plant and Depreciation
st cost Plant, propeny and equipment of wircline and wateless aperations are generally

We tecord plant, property and equipin.
depreciated on a siratghtine basis

Leaschold impiovements me amortized over the shorter of the esttmated Life of the improvement ¢ the remaining tem of the
related lcase. calculated fiom the time the asset was placed 1n senace

ons ate retired o1 othernwawe disposed of the selated cost and
s on dispusition ane recognized m income

When the depreciable assets of our wireline and wicless ope
avcumulated depreciation arc deducted fium the plant accounts and any gains or los

We capitahize and depreciate network software purchased or developed along with related plant assets We also capitalize interest
assoctated with the acquisiion or construchion of network-related assels Capnalized inieresiis reported s a reduction in interest
expense and depreciated as part of the cost ol the network telated assets

In conncction with our ongoing review of the esimated iemaining average useful lives of plant. property and equipment at our
lucal teleph . we di d that theie were no changes necessary fin uverape usetul lives for 2013, 2012 and 2011
In connection \mh our ongoing review of the estimated remaming average useful leves of plant propenty and equipment at our
w mlcn opmnons we determned that changes were necessary 1o the remaming estimated useful lives as a result of technology
and planned These changes iesulied in an 1ncrcase in depreciation expense of $0 4 ballion 1n

"Ol } While the tinung and extent of cunent deployment plans are subject 1o ongoing analysis and modification. we believe the

cument estmales of useful hives are reasonable

Computer Softwarc Costs

We talize the cost of intemaluse network and k software that ha of one year Subsequent
addimons modifications or upgrades to nt ) network and vork soliware are capiialized only 1o the extent that they
allow the softwate to perform a task it pictavusty did not perfurm Plausng. software mantenance and trming custs are expensed
tn the period in which they are incurred  Also, we capitalize interest d wih the develor of int i network and

non-network software Capatalized non-network antemalise <ofrware cost< are amortized using the stmightdine methad over a

penod of 3 10 7 years and aic included an Other intangible assets, net in our consolidated balunce sheets For a discussion of our

impamcnt policy for caputalized sofiware costs, sec * Goodwill and Other Intangible Assets™ below  Also, see Note 3 for
1 detanl off 1 twork software reflected 1n our consolidated balance sheets

Goudwill and Other Intangible Assety

Goadwill

Goodwill is the excese of the acquicition cost of businesses aver the fair value of the identifiable net assets acquired Impairment
testing for geodwill 1s partonned annually 1n the fourth fiscal quarer 01 more icquently if impainnent indicators are present The
Compuny has the oplion to perfonm a qualitative assessment to detcitnine 1f the fair value of the eatity 15 Jess than s camying
value However. the Company may clect to pertorm an test even 1 no ind afa potential impairment exist The
mpaimment test for goudwill uses a two-sep appoach, which 15 perivnned ut the reportng unit level We have determined that 1n
ourcase, the reponting units 3ie our operatng segments since that ts the lowest level at which diccrete, relizble financial ané cash
flow infumiation 1s avarluble S1ep one compares the fair value of the eporting umit (caloulated using ¢ maket approach andfor o
discounted cash flow method) to iis canymg value 1f the canying value exceeds the fau value there 1s a potenuial impairment and
step two must be pertormed  Step two compates the canying value of the reporting unit's goodwall to 1< implied fair value g e.
fau value of reporting unit lesy the fur value of the unn’s assets and hababities, ncluding wlentifiable it ble asaets) U the
wmplied tar value of geodwill 1s less than the carying amount of goodwall an impairment 15 recognized

Intangible Asscers Not Subject 10 \mortization

A significant portion of our intangible assets arc wucless hicenses that provide our warcless operations with the exclusive nght to
utihze designaied radio fiequency spevtium 1o provide wareless communication services While hicenses are 1ssued for only o fined
1ume, penerally ten yean. such licenses are subject 10 renewal by the Federal Communications Commission (FCC) License
rencwals have occurmed mutmely and at nominal cast Moreaver, we have detemuned that there are currently no legal, regulatory,
contractual competiv nomic or other factors that hinut the useful hife of our wareless iienses As a result we treat the
wireless licenses @ an indefinute-lived infangible asset We reevaluate the useful e detenmmation for wircless hicenses each year
10 detenmne whether events and cicumstances continue to support an indetinite useful hfe

©

We test our wareless hicenses for polentisl impaimmnent annually In 2013 we d 8 qual to
whether 1t 25 more likely than not that the tai value of our wizeless hicenses was less than the camy ing amnunt As part of our
assessment, we considered s I qualnatine factors ancluding the business enterpuse value of Wireless, macroeconomic

condiions (including changes in inerest rates end discount

rates). ndustry and matkel considerations tuding industry revenue and EBITDA (Eamings before tnrerest, taxes, depreciation
and ) margin g ) the d financial of Wireless. us wcll s other factors In 2012 and 2011,
our assessment consisted of P the d fair value of our wireless hicenses to the aggregated camying
amount as of the test date Using the quanutative assessment, we exaluated nur licenses on an aggregate basis using a direct value
approach The duect value approach estimates far value using a discounted cash flow analysis 10 estimate what a marketplace
participant would be willing 1o pay fv purchase the aggregated wireless hieeases as of the valuaston dute If the fair value of the
aggregated woreless icenses s less than the apgregated canymg amount of the hicenses an impamnent 1s recognized

or their mlended uee 1s capatalized as

Interedt expense incurred while quahifying acinatics are perfonned 1o ready wireless licens
y complete and the

pan of wircless licenses The capttahization penod cnds when the devel 15 disc d or
hcense 1s ready forits intended use

Intungrble Avets Subgect 1o Amornzaniun and Lung-Lavod Assers

QOur intangible asets that do not have indefinite Lives (pnmanly customer hsts and non-network intemal-use soflwaie) e
amortized over their esimated useful lives All of our intangible assets subject 10 amoruzenion and long-lived assets are reviewed
for impannent whenever events or changes s cirrumstances idicate that the canving smount of the asset may not be
recoverable If any mndications were present. we would test for recoverabahity by vompanng the cairying smount of the asset goup
1o the net undiscounted cash flows expected 1o be gencraled fom the asset group If those net undiscounted cash flows do not
execed the camying amount, we would perdonn the neat step. which 13 1o delermune the fair value of the asset and recond an
mpaiment. 1f'any We reevaluate the useful life detenmunations for these intangible assels each year to determine whether events

and Greumstances wamant a revision in their remamning useful Iines

Forinformanion 1clated to the carrymg amount of goodwill by segment, wireless hicenses and other intangible assets, as well as the
major components and average useful {ives of ous othet acquued intangible ussets, see Note 3

Fair Value Measuremen

Fair value of financial and non-financial assets and lrabilities 1» defined ax an exnt price. iepiesenting the amount that would be
recarved to sell an aswet or paad to transfer a liability an an erderly transaction between market paricipants The three-tier hierarchy
o1 inputs u. unng fair value which pnontizes the inputs used in the methodologies of measunng fan value for assets

and habalities 15 as follows,

cd 1n mo

Level 1—Quoted prices in active markets for identical asseis o1 habilies
Les ¢l 2—Ohservable inputs ather than quoted prces 1n sctin ¢ markets for identical aseets and labilitics
Level 3—No observable pauing inputs 1 the market

Financtal assets and financial hiabalities are classified i ther entirety based on the lowest fevet of input that 1s sigmificant to the
fir value measurements Qur of the i ofa cular mput to the fr vajue measurcinants tequires judgment,
and may affect the valuation of the assets and Labil bemg d and the pl; within the fair value hierarchy

Income Taxes

Our effective tax rate (s based an pre-tax incame, stalutory 12x rates, tax laws and regulations and 1ax planning straregies available

to us in the vanous junsdicuonc in which we operate

Deferred income taxcs are provided for temporary differences in the bascs belween financial statement and mcome 1ax assels and
habilities Deferred income taxes are recalculated annually at tux rates then in eflect We reard valuation allowances to reduce
our defermed Tax assets to the amount that 1s mote hikcly than net 1o be realized




We use o two=step h for and 1ax benelits taken or expected to be taken (n u tax retum The first step
15 recognition we determune whether 1t 1s more likely than not that a tux position wall be d upon

resolution of any related appeals or g P sses, based on the tech | ments of the posinon In evaluating whether a 1ax
posiion has met the Tikely than-not hreshold, we presume that the posiuon wall be examined by the appropnate

1axing authonty that has full knowledge of all selevant information The second step 1s measurement a 1ax position that meets the

y 1 hold 15 d to the amount of benefit to recognize i the financial
statements The 1ax posiion s measused ot the Jangest amount of benefit that 1s greater than 20 pervent Likely of being realized
upon ultunate sertlement Ihilerences betwaeen tax positions laken in a tax relum and amounts recogmzed 1n the finanaial
siatements will gencrally result in one or more of the following an increase 1n a bability far income 1axes payable, a reduction of
an theome taa refund recervable, a reducuon m a defemed tax aaset. or an incrase w g defemed tax hability

The vecounung standard relating (o income taxes generated by leveruged lease transactions requires that changes in the projected
uming of incame tax cash flows byal ged lease he 2! d as a gain or loss i the ycar in which the
change occurs

Significant management judgment 1s required 1n evaluating our tax pasitions and 1n detemining our effectn ¢ tax rate

Stock-Based Compcensation
We measuse and recognize compensation expense for all stock-based compensation awards made fo employces and dircctars
based on estimated fau values See Nute 10 for further detarls

Foreiga Currency Translation

The functional currency of our foreign vperations 1s generally the local cwrency For these foreign entiies we translate income
stalement amounts at average exchange raies for the penod and we translate assets and 81 end-ofp d exch ntes
We record th 1 d n A other ¢ I ncome, a scparate component of Equity. i vur
consohdated balance shects We report exchange gains and losses on mtercompany foreign cumency transactions of @ long-term
natuse 1n Accumulated other comprehensive income Other exchange gams and [osses are reported 1n mcome

Employec Benefit Plans

Pension and postretrement health care and lic insurance benefits camed dunng the year as well as interest on projected benefit
ohligations are acerued cumently Pnor service costs and credits resulung from changes 1n plan benefits are generally amarmized
over the average remaiming senvice penod of the emplayees expecied 1o receive benefits Expected retum on plan assets 15
detenmined by applying the rctum on assets assumplion to the acwual fair value of plan assets Actuanal gains and losses are
recognized 1n operauing results in the year in which they occur These gains and losses are measured annually as of December 31
or upon u remeasurement evenl Venzon mansgement employees no longer eam pension benetits or cam service 1owards the
company retiree medical subsidy (see Note 11)

We recognize a pension of a postretirement plan’s funded siatus as cither an assct or habilety on the consohdared balance shects
Ao, we measure any unrecognized pnor wervice cosla and creduts that anse dunny the period ax a component of Accumulated
othes comprehensis ¢ income, net of applicable income tax

De
We have entered inta dens ative transactions pnimanly to manage out exposure to fluctuations in foreign currency exchange rates,
interest rates, equity and commodity pnces We employ nsk management sirategics. which may include the use of a vanety of
denvatives including cross cunency swaps, foreign curmency and prepaid forwaids and callars infeiest rate and commodity swap
agreements and nterest rate locks We do not hold dens stives for trading purposes

ative Instruments

We measure all denvanves, including denvatives embedded 1n othes financisl instruments. at fuir value and recogmize them ax
cither usscts o1 habalitics on ous consoliduted balance sheets Qur denvative instruments are valued pnmanly using models based
on readily observable market parameters for all substantial terms of our denvative contracts and thus are classified as Level 2
Changes 1 the fair values of dens atis e msiruments not qualifying as hedges ot any eflective porion of hedges are recognized
in camings 1 the cumment penod Changes 1n the far s alues of dern ative instruments used cifectively a» fair value hedges are
recognized 1n earmings, along with changes in the fair value of the hedged 1tem Changes in the fair value of the efiective porions
of cash flow hedges ane reported in Othes h € income and u cammgs when the hedged tiem 1s recognized
n camngs

Recently Adapted Accounting Sandards

Dunng the first gquarter 0f 2013, we adopied the accounting standard update regaiding testing of intangible us<ets for smpaument
This standard update allows companics the option to pafonn a gualitative assessment to determene whether it 18 more Likely than
not that an indefinite-ln ed intangible asset 15 impatred An entity 15 not requured to caleulate the fair value of an mdefimitedived
mtungible 2sset and perfonn the quanutative nnpaiment test unless the enuty detenmines that 1113 more hikely than not the asset1s
inpaired The sdopuon of this standard update did not hay ¢ an ympact on our consolidated financial statements

d ather

During the first quartes of 2013, we adopted the accounting standard update out of A
comprechensive income  This standard update requires compamies o repont the cffect of signsficam reclassifications our of
Accumulated other comprehensive income on the respective hine sems 1n our consolidated statements of income 1l the amount
being reclassificd 1s required to be reclassified m ats enurety 10 net income For other amounts 1hat are not required to be
reclassified 1n thear ennirety 10 net income 1n the same reporiing penod. an entily 1s required to cross-feference to other required
disclosures that provide additional detas] about those umounts See Note 14 for sdditronal detasls

Dunng the thind quanter of 2013, we adopied the accounting standan) update regarding the ability 10 use the Federl Funds
Effective Swap Rate as a US benchinwik interest mte for hedge accounting purposes Previously the interest mtes on disect
Treasury obligations of the 1§ gosemment and the London Wnterbank Otfercd Rate (LIBOR) were considered 10 be the only
henchmark tniescst rates The adoption of this standard npdate did not have a il mpact on out d financial
satements :

Recent Accounting Standards

In July 2013, the accounting standard update relating to the presentanon of an unrccognized tax benefit when a net operating loss
carryfrwand, a similas tax loss, or a tax credit camy forward exists was issucd The standaid update provides that a hability sclated
ed tax benefit should be offset aguinst sume Junsdiction defemed tax ng loss camyforwand. a
5§ o1 a tax credit camyforwand if such settlement 1s required or expected 1n the cvent the uncenam 1ax position 15
disallowed We will adopi this standerd update dunng the fist quarier of 2014 We are currently cvaluating the consohdated
halance sheet smpact related to this standasd update

f ]
fAcquisitions and Divesntures 1
Wireless

Wirelees Transaction

O Septemher 2, 2013, Venzon entered into a stock purchase agreement (the Stock Purchase Agreement) wath Vedafone Group Ple
{Vodafone) and Vodafone 4 Limited (Seller), pursuant to which Venzon agreed to acquire Vodafone < indirect 45% interest e
Celico Paninership d/b/a Venzon Wireless (the Pantnership. and such tnlezest, the Vod Interest) for ds of
approxumnatcly $130 billion

On Febmary 21 2014, pursiant 1o the tems and subgedt to the conditions set forth in the Stock Purchase Agreement, Venzon
acquued (the Wigless Transaction) from Seller all of the issued and outstanding capital stock (the Tranatenud Shares) of Vodafone
Amencas Finance | inc, asubudiary ot Sellet (VE1 Inc ). which sndirectly through cenain subsidianies (together with VFI Ine , the
Purchased Entiues) owned the Vodafone Interest In d for the Transterred Shares upon ¢ of the Wireless
Transaction, Venzon (1) paid approarmately $SX 89 billion m cash. (1) 1ssucd approximatety $60 1S billion of Venzon's common
stock, par value $0 10 per sharc (the Stock Consideration). (111) 1ssued sentor unsecured Venzon notes i an aggregate pancipal
amount of $50 bilion (the Venzon Notes), (n) seld Venzon's indirecily owned 23 1% interest ia Vodafone Onunitel NV
(Omnitel, and such interest, the Omnitel Interest). valued at $3 5 bithon and (v) provided other consideration of approximately
$25 billion As a result of the Wieless Transaction. Venzon issued approxnmately 127 billion shares The to1al cash paid 10
Vodafone and the other costs of the Witeless ction, including financing, legal and bank fees, were financed through the
incumence of third-pany indebtedness See Note R for sdditional infonnation

In accordance with the accaunung standard on consohidation, a change 1n s parent’s ownership inierest while the parent retains a
controlling financial interest 1 ns subsidiary 15 accounted for as an equity transaction and remeasurenient of assels and habilities
of previously and 1s not As a result, we wall account for the Wireless Transaciion
by adjusting the camying amount of the noncontrolling tnterest 10 reflect the change m Venzon's ownership mterest i Venzon
Wircless Any difference between the fair value of the consideration paid and the amount by which the nonconiriling interest 15
adjusted will be recognized 1n eyuity attnbutable to Venzon

Omnutel Transaction

On February 21, 2014, Venzon and Vodafone alwo smplemented the sale of the Omnnel taterest (the Omnitel Transaction) by a
subsidiany of Venzon to a submdiary of Vodafone m connection with the Wircless Tramsaction pursuant to a separate share
purthase agreement We will recognize a gain on the diposal of the Omastel interest n the first quaricr nf2014

Verizon Noves

The Venzon Noles were issued pursuant to Venzon's existing indenture The Venizon Notes were 1ssued in 1wo sepanie senes,
with $2 5 billion due Februasy 21,2022 and §2 S ballion Jue Febuaiy 21,2025 The Venzon Notes bear interest at a floating rate.
which will be reset quarterly. with interest payuble quarterly 1n amears, begmning May 21, 2013 The eight-y car Venzon nofes
bear interest at & floating rate equal to three-month LIBOR, plus | 222%, and the eleyen-year Venzon notes bear interest at &
Moatng rate equal 1o three-month LIBOR, plus 1 372% The andenture that govems the Venzon Notes contains certain negative
corenants, including a negative pledpe covenant and a merger ar sinnlar . afli 3 s and evenis
of default that are customary for an grade credit rating An event of default for esther senes of
the Venzon Notes may result in acceleranion of the entue prancipal amount of all debt secunties of that senes Beginning two ycais
afier the closing of the Wireless Transaction Venzon may redeem all or any porion of the outstanding Venzon Noles held by
Vedalone vt any ol ns aflilistes for a redempuon price of 100% of the pnneipal smount plus acenied and unpaid merest The
Venzon Nates may only be transfened by Vodafone to third partics i specificd amounts duning specified peniods, commencing
January 1.2017 The Venzon Notes held by thind pariies will not be redeemable Venzon has agreed 1o file a registration statement
with respect to the Venizon Notes at least three months prior to the Venzon Notes becoming transferable




Orher Consideration

Included in the other consideration paid 10 Vodafonc 15 the indirect iy of } with respect to 3 143%
¢ prefeacd stock (Preferred Stock) 1ssued by one of the I’ur:luaed Enuues Buth the Class D
and Class E shares (825,000 shwes hing ) are \ i ble in Apnl 2020 a1 $1.000
per share plus any accrued and unpad dnidends Dividends accrue at § 141% por annum and wall b neated a3 mterest expense
Both the Clasy 1 and Class E shares wall be classified as habihty instruments and will be reconded at faie value a3 deiennined st
the closing of the Wireless Transaction

Pro Forma Information

The unaudited pro forma intomiation presents the combined vperating results o1 Venzon and the Vodatone Intetest, with the
results prior 1o the Wireless Transaction closing date adjusted 1o include the pro forma impact of the chimination af the hiloncal
cquity 1n eamungs, net of 1ax, rclated 1o the n Omnitel. an ady to reflect interest expense associated with the
addienal indebiedness imcuned and expected 10 be incurmred 1n conneciion with the Wireless Transacuon and outstanding as of
Tansacon. an adjustment for the dividends on the Prefermed Stock, an adjustment for the amotizaion

the closing ufthe W

of cenam deht incurente costs bascd on the ¢ al ife of the underying ndebtedness. an ad to refledt changes m
the provision for mcome taves J with the add; I income butable to Venzon and the benehit assecanted with the
addiional interest expense, the ¢l of the net income le to nlerests the

noncontrolhing mterest in Venzon Wircless, and an adjustiment to reflect the sum of all ather adjustments ta the pro forma
condensed cousnlidated statentents o income on net income attnbutable to Venzan

The unaudited pro forma results are presented for sllustraine pumposes only These pm forma resutls do not pumon to be
indicative of the resulls that would have actually been ohtained 1f the Wireless Transaction had nccurred as of January 1, 2012,
0 af results that may be vbtaned m the future

nur dues the pro furma data miend to be a prujedtn

unsaction was completed as of

assume that the Wirekex,

The foll fited pro furma consolidated results of of

|4
January 1.2012

{dollars in milhons)

Ycan ended December 31. 2013 2012
517,058 § 4449

Net income attnbutable to Venzon

Spectrum License Transactions
Simce 2012 we have entered 1nto several sirategic spectrum transactions mcluding

- Dunng the thid quaner of 2012, afler receining the required tcgulatory approvals, Venzon Wireless completed the
foll s m which we acquind wireless spectrum that will be used to deploy

@ previawsly d
additional 4G LTE capacity
© Venzon Wireless acquired Advanced Wireless Services {AWS) spectrum i scparte transactions with SpectiumCo and
Cox TMI Wireless LLC for which ot paid an sggregate of $3 9 hiillion at the time of the closings Venzon Wintless hay
also recorded a bability oS0 4 bilhon iclated 1o a three-y ear senvice obhigation to SpectrumCo’s members pursuant to
exewuted y with the Spect o

“ Venzon Wircless completed icense purchase and exchange transactions with Leap Wircless Savary tsland Wareless,
which 15 majunty owned by Leap Waeless. and a subsidiaty of T-Mobtle USA. In¢ (T-Mobile USA) As a nesult of
these ctions, Venzon Witclese recaived an aggregate $2 6 bithon of AWS and Peronal Communication Services
{PCS) licenses .t fair value and net cash proceeds of S0 2 illion, transiemed certain AWS licenses 1o T-Mobile USA
and a 700 megahenz (MI17) lower A block license 10 Leap Wireless. and recorded an immatenal gain

* Dunng the fira quarier of 2013, we | heense h ac with T-Mobule License LLC and Crnicket
License Company. LLC. a subsidiary of Leap Wireless. 10 cxchun‘,e centain AWS licenses These non-cush eachanges
include a number of intra-market swaps that we expect will enable Venizon Wucless 10 make moie ¢flicient use of the AWS
band As a tesull of these exchanges we received an appregate S0 S bllion of AWS licenses at fair value and recorded an

smmatenal gain

Dunug the thid quarter of 2013, after recen g the required regulatory approvals, Venzon Wareless sold 39 lower 700
MH, B block spectrum hicenses 1o AT&T Ine (AT&T)in exchange fora payment o $1 9 bsthon and the tansfer by AT&T
1o Venizon Wircless of AWS {10 M1iz) hicenses in certain markets in the westem United States Venzon Warcless also sold
vertain luwer 700 MHz B block spectrum heenses 1o an investment fum fur a payment of $0 2 billion As a resull we
recesved S0 § billion of AWS hicenses at fair s alue and we recorded a pre<ax gam of approximately $0 3 billion in Selling.
general and adnunistrative expense on our conselidated statement ot income for the year ended Ducember 31,2003

Dunny the fourth quarter of 2013, we entered inta license exchanpe agreements with T-Mobile USA 1o exchange cenam
AWS and PCS hicenses These non<cash eachanges, which are subject to approval by the FCC and other customary clasing
conditions, are expected 10 close 1n the first hall of 2014 The exchange includes a number of swaps that we eapect will
tesult in more efficient use of the AWS 2nd PCS bands As a result of these agreements, $0 9 billion of Wireless licenscs are
classitied as held for sale and included 10 Prepaid expenses and ather on our consolidated balance sheet at December 31,
2013 Upon completion of the transaction, we expect to record an immatenal gain

Subsequent 1o the transaction with T-Mobile USA in the tourth quarter of 2013, on January 6, 2014 we announced two
agreements with T-Mobile USA with respect to our remaining 700 MHz A block spectrum heenses Under onc agreement,
we will sel) certamn af these heenses 10 T-Mobile USA 1n bange for cash of. $2 4 tallion,
and under the second agreement we will exchange the remainder of these licenses for AWS and PCS specium
licenses These tranc<actions are <ubject 1o the appioval of the FCC as well as other cusiomary closing condiiions These
Imnsacuans are eapected to close in the middle o 2014

Other

Dunag 20173, we acquired vanious othes witeless heenses and markets fof cash consideration that was not sigmificant Addationally.
we obtained control of pres sously Ddated wircless 7 hips. which were previously accounted for under the equity
method and are now consalidated which resulted i an immatenal pam We recorded $0 2 hiliron of goondwall as a sesult of these
transactions

that was not and recarded

During 2012, we acquired variaus other wireless hcenses and markets for cash
$0.2 tullion ol goodwil] as a result of these transactions

reline

HUGHES Telematics, Inc.

Dunng July 2012, we acquued HUGIHES Telematies, Inc (HUGHES Telematies) for approximately $12 per share in cash for a 1o1al
acquisiuon pnce of $06 hilion As a result of the transaction, HUGHES Telematicx became a wholly-owned subsidiary of
Venzon The conselidated financial statements nclude the tesults of HUGIIES Telemaucs® operations from the date the
acquisiion closed Upon closing. we recorded approximately $0 6 billion of goodwill, $0 1 bilhon of other intangibles. and
assumed the debt obligations of HUGIHES Telemiatics, which were approximately $0 1 bith s of the dawe of acquisition and
which weie repard by Venzon Had this acquisition been completed on January 1, 2012 o1 2011, the wesults of the acquired
opctations of HUGHES Telematics would not have hud a signsficant impact on the I net income to
Venzon The acquisition has accelerated our ability 10 bnng more elematics afferings 1o markel for existing and new customers

The acquisiion of HUGHES Telemnaties was accounted for ay 4 husiness combination under the acquisiuon method The cost of
the scquisitinn was allacated o the ascels and habilities acquited hased on their farr values as of the close ofthe acquisimion, with
the excess amount betng recorded as goodwill

Terremark Worldwide, Inc.

During Apnl 2011, we acquired Teremark Worldwide, e (Termark ), a global pro ider of informat
und cloud services, for $19 per share i cach Cloung and ather direet acqumniionelated costs totaled lppmxlm.\rcly $13 million
afterdax The acquisition was completed 1 1a a tender offer followed by a “short-form™ meiger under Delawaie law through which
Temremath hecame a wholly-owned subsidiary of Venzon The acquisiion enhanced Venzon's offenings to business and
povernment customers globally

The consolidated tinancial statements mdlude the tesehs of Temremark™s operations from the date the acquisition closed Had this
acquisition been consummated on January 1, 2011 the results of Tenemark 's acquired operations would not have had a significant
impact on the consalidated net income aninbutable 10 Venzon The debt obligations of Terremark that were outvanding art the
ime o s acquisition by Venzon wese repaid during May 201 1

Other

Dunng the fourth quarter of 2013, Venzon acquited an industry leader 1 content delivery networks for S04 billion We expect
the acquisition will increase our abiliy to meet the prowing demand for online dignal media content Upon closing. we recorded
$0 3 hillion of gondwill Addinenally we acquired a technology and 1elevision cloud company for cash consideration that was
not signaficant The consohdated financial statements snclude the iesults of the operations of each of these acquisitions fivm the
dute each aLquisiion cJused )




ated 10 the development of cloud television
n February 2014 15

On Janvary 21, 2014, Venzon announced an sgiecimnent 10 acquure a business dedic
products and seavices for cash d that was not i The transact which was

expected 10 accelerate the avaalability of next-genertion video senices

[ ; ]

[Wireless Licenses, Goodwill and Other Intangible Assets ' |

Wireless Licenses

Changes in the canymmg amount of Wueless licenses wie as follows

(dollan 1n mullions)

Balance at January 1,2012 S 73250
Acquisitions (Note 2) 4,544
Capnalized interest on wareless Licenses 205
Reclassifications, adjustments and other (255}

Balance at December 31, 2012 s 77,744
Acguisitions (Note 2) 579
Drispositions (Nate 2) @361)
Capntahized interest ou waeless heenses 566
Reclassificauons, adjustments and other (781)

$ 75,747

Balance at December 31,2013

Reclassifications, adjustments and other includes $0 9 billion of Wireless licenses that are clasaified as held for sale and included
in Prepaid expenses and ather on our consohidated balance sheet at Pecember 21, 2013 as well as the exchanges of wareless
hcenses in 2013 and 2012 See Note 2 tor sddinional detarls

Al December 31. 2013 and 2012 approximately $7 7 billian and $7 3 billion, respectively af wireless licenses were under
devclopment for commercial service for which we were capitalizing wnferest casis

The averape remaining rencwal penad of our wireless license portfolin wa< § 1 yean as of December 31,2013 See Note 1 for
additional detarls

Goodwill

Changes 1n the Lanying amount of Goodwill are as foflows

(dollars w millions)

Wireless  Wireline Total

Balance at January 1,2012 \ S 17963 S 5393 § 237357
Acquisttions (Note 2) 209 ss1 760
Reclassifications, adjustments and other ’ - 2 2
Balance at Decernber 31,2012 ; S 1K172 § 5967 § 23139
: 204 291 €95

Acquisinions (Note 2)

Bslance at December 31,2003 I $ 18376 S 6258 5 24,634

The incrcase in Goodwil] at Wireless at December 31, 2013 was pnimanly due W obt £ contrul utp: sl hdated
aps. which were previously accounted for under the equity method and ate now consohdated This resulied 1 an
ear ended December 31 2011 The incresse in Goodwall at Wireline at December 31, 2013

wneless pann
immatenal gair recorded durnng the
was primanly due to the acquisition of a provider of content dehivery networks

Other Intangible Asscts
The following table displays the composiuon of Other intangible assets net

(dollus u pullionsy

2013 2012

Gross  Accumulated Net Gross  Accumulated RNet
At December 31, Amount Amortization Amount  Amount  Amoruzation  Amount
Customer Ista (5 0 13 yean) S 3639 § (2660) $ 979 § 355 § 2318) S 1218
Non-network intemal-use soflware {3 1o 7 years) 11,770 7317) 4,453 10415 6.210) 4208
Other (2 10 25 yeais) 691 323) 368 802 292) s510
Total $ 16,100 S (10,300) § 5800 § 14771 § (R.A40) § 590
The amortization expensc {or (Mber intangible assels was as follows
Years tdollars in mullions)
2013 s 1587
2012 1,540
201 1.505
Fstunatcd annual amottizanon expense for Otherintangible asscts s as follows
Yeurs tdallan ininlhons)
2014 s 1486
2015 1,218
2016 971
am7 784
201K 619
[ ]
[Plant, Property and Equi ]

The following table displays the detls of Plant. property and equipment which 1s stated at cost

(dollam i millions)

At December 31, Lives (vears) 2013 2012
l.and - s 319 s 859
Buildings and equipment . 1545 23357 22,909
Central office and vther network equipment 315 121.5%4 113262
Cuable, poles and conduit 1150 55240 53,761
Leaschold nmprovements 520 5877 5,404
Work 1n progress - 4,176 4,126
Fumiture, s ehicles and other e 9,302 9254

220865 209,578
Less accumulated depreciation 131,909 120933
Toral $ ax,

fs 1
fovestments in Unconsolidated Businesses ' ]
Ourinyestments in Lidated b are compnised of the foll g
(dollars in malhions)

At December 31, - Ownership 2013 2012
Equity Investces
Vodajone Omnitel 231% $ 2,511 $ 2200
Other . Various 818 1,106
Total equity investees 3329 1306

Various 103 98

Cost Investees
Toral X n

\ 3432 S 1401

Diidends «nd repatnations of foreign camings received trom these mvestees were not significant im 2013, 30 4 billion 1n 2012
and $0 5 bilhon 10 2011 Sce Nute 12 reparding undssinbuted camiags of our futeign subsichanes

Equity Method Investments

Fodufone Ommnitel

Vodatone Ommtel NV (Vodatone Omnstel) 15 one of the largest wireless commuiications companies m [taly At December 31,
2013 and 2012, our invesiment in Vodafone Omnate! ancluded goodwill of $1 1 billion wnd $1 ¢ bullion. sespectively As part of
the consideration of the Wircless Transaction a subsrdiary of Venzon sold its entire ownership interest 1in Vodatone Ommtel to a
subsidiary of Vodafone on February 21,2014 Scc Note 2 for additsonal information

Orther Equuiy Im estecs
The remaining investmen:s include wircless pantnerships in the U'S, himited pantnesship invesiments sn entities that mvest 1o
affordable housing projects and other smaller domesiic and intemational invesiments

Summarized Financial Information

Summanczed financial infermation for our cquity investees s as follows

%

Bulunce S

(dollars 1n millions)

Al December 31, 2013 2012
Cunent assety S 3981 § 1516
Noncurrent agsets 7,748 3.159
Total assets $ 11731 § 11,675
Current liabihines $ 4092 § 5526
Noncurent hahilites < 5
Equity 7.034 6,144
Tatal lisbihites and equity $ 11,731 11,675

Income Statement

(dollars in mullions)

Years Ended December 31, 2013 2012 2011
Net revenue $ 8984 § 10825 § 12,66%
Operating mcome 1632 2823 4,021
Net income 925 1.67% 245]

I\ tor
Poncontroliing Interests

|

Noncontrolling interesis in equity of subsidianes were as follows

(dollars in mithone)

At December 31 2013 2012
17on Wircless $S5465 S 51492

Wircless partnerships and other 1,418 ¥34
$56,580 8§ 52,376

Wrcless Jounr Vemture
Our Wircless scgment is pnmanly d of Gellco P hip doing business as Venzon Wireless (Venzon Wareless) Celleo

Partnership 13 a yoint venture formed in Apni 2000 by the combination of the U S wircless operations and mterests of Venzon and
Vodufonic As of December 31, 2013, Venzon owned a conrralling 55% interest in Venzon Wareless and Vodafone owned the
remaining 45% On February 21, 2014, Venzon completed the Wireless Transaction and acquired 100% ownership of Vernizon
Wireless See Note 2 for addiuonal information

Special Dustributions

In May 2013, the Board of Representatives af Venzon Wireless declared a distnbution to 1ts ownerns, which was paid 1o the second
quarter of 2013 1n proporuion 1o therr pannership interests on the payment date, in the aggregate amount of $7 0 billion As s
result, Vodafune received a cash payment of $3 15 billwon and the emamdes of the disinbution was ieecived by Venzon

In November 2012, the Board of Representatn es of Vericon Wireless declared a distnbution to its owners which was paid i the
fowrth quarntes of 2012 10 propastion 10 their partnership interesis on the payment date. in the aggregate amount of $8 $ hillion As
aresult, Vodafone received a cash payment of $3 8 billion and the remader of the distnbunion was received by Venzan

In July 2011, the Boatd of Represemiatives of Venzon Witeless declated a distnbution 10 1ts ownen, which was paid 1n the fint
quarter of 2012 1n proportion to their paninership interests an the payment date 1n the aggregate amount of $10 billion As a
result, Vadafone received a cash payment of $4 5 billion and the remainder of the distnbution was receis ed by Venzon

We are the lessor 1n ged and drcct lease forc | arcrafl and power generatmg facilinies which
compnse the majonty of our leasing portfolio along wath tel ral estate property and
other equipment These leages have remaining terms of up to 37 years as of December 31, 2013 In addition, we lease space on
certain of our celi tawers to other wireless camers lease pay represent unpaid rentals, less pnncipal and

mterest on third-party nonrecounse debt relating to leveraged lease trunsactions Since we have no gencral liabihity for this debe,
which s secured by a senior secunty mtercst in the leased equipment and rentals, the related phnapal and interest have been
offset agminst the minimum lease payments recervable 1n accordunce with US GAAP Al recourse debt s reflected i our
vonsolidated balance sheets

At cach reporing penod, we monitor the eredit quality of the vanous lessees in our ponolios Regarding the leveraged lease
ponfolio, extemal credit repons ane used where available and w not available we use intemally developed indicatons These
indscators or intemal credit nsk grades factor lustone loss expenence, the vatue of the underdying collateral. delinquency irends.
and ndustry and gencrl cconomic conditions The wredin quality of our lessees vanes fiom AAA to CCCH For each reporting
penod the leversged leases withan the portfolio are reviewed for indicators of impamment where 1t 15 probable the rent duc
according t the contractual terms of the lease will not be collected All i accounts. y or in the aggregate, are
cument and none are classified as impaired




nee lease recerables, which ase iocluded i Prepurd expenses and other and Other sssets in our consolidated balance sheets,
compnsed of the following

(dollan 1n mllions)

A1 December 31, 2013 2012
Drect
Leveraged  Fipance Finan
leases Leases Leases Total
Munimum lcase paymeats reecivable s 1,069 s 16 s s 3% s 13
Estimated residual value 780 5 ) 929
Uneamed income 1589) {4) 110) 6hd)
Total § 1260 5 17§ S 548 1576
Allawance for doubtiul accounts (99)
Finance lease seeeivables, net $ 5 1477
Prepard expenses and other 3 b 22
Other assets 1455
s s

Accumulated defened 1axes ansing from les eraged leases, which wic included in Defened income luaxes, amuunted to $1 0 billion
41 December 31,2013 and 51 2 builion a1 December 31,2012

The followtng table 1s a summary of the components of tncome from leveraged leases

(dollars in milhans)

Years Ended December 31, 2013 2012 2011
Preax income s 34 s 30 S 6l
Encome (ax expense 12 12 24

The fulure minsmum lease paymenis 1a be received from noncancelable capnal leases (direct financing and leveraged leases) net
of nonrecaurce loan payments related to leveraged leases and allowances for doubtful accounts, long with expected receipis
relating to operating lease« for the penads shown at Lecember 31,2013, are as tollows

(dollars in millions)
Capital  Operating

Years Leases Leases
2014 s 13 s 107
2015 46 170
2016 142
2017 50
2018 23
Thercafter 19
Total s 601

As Lessee

We lease certam facilities and equip for use 10 ouz under both capital and operanng feases Total rent expense
under opcrting Jeases amounted 10 52 6 billon 1 2013 and $2 £ ballien 1 2012 and 201 1, respectn cly

Amont: on and amorhization expense in the consolidated statements of income

Caputal lew

n of capital leases is included in Depres
¢ winounts wcladed in Plant, propenty and cquipment aic as follows

(ollars 1n millions)

At Decenber 31 2013 2012
Capital leases s 183 S 3%
Less accumulated anortization 188 158
Tatal s 168 s 200
The gate mnimum rental commatmenty under noncanceluble leasts for the penods showa at Docember 31, 2043, are gy
follows

tdotlars in mullions)
Yean Capiial Leases Operating Leases
013 s 1o s 2,255
205 70
201u 54 1,703
am7 46 1379
2008 20 1,085
Thercafter 83 3,748
Total munimum rental comoutments 383 b3 12,190
Less nteiest and cxceulory costs 90
Present value of mintmum lease payments 293
Less curment installments a

202

Long-term obligation at December 31.2013

L]

Pebt

Chunges 1 deb: dunng 2013

are as lollows

tdollars in mithons)

Debt Maturing Long+crm
within One Year Debt Total

Halance at January 1,2013 H 4,369 $ 47618 s 51987

Proceeds from long4erm homowings - 49166 49.166

Repay ments of long-tenn bomowings and capnial leases abligations (3,943) (4 220) ®,183)

Decsease in shonttenn obligations, excluding cunent matunties {142) - 42)

Reclasaficanons of joug4emm debt 3 (1.328) -

Other 321 422 743
Balance at December 31,2013 3 3,933 S 39.658 $ 93591

Debt matunng within one yearis as follows

{dollzrs in milhons)

At December 31 2013 2012
Long-term debt matunng within one year S 486 S 1869
Commercial paper and other 417 500
Tatal debt maturiag within one y ear S 3931y § 4369

The weighted-aterage interest rate for our cammercial paper vutstanding was O 2% and (1 4% at December 31 2013 and 2012,
respechively

Credit Facihities

On August 13,2013 we amended our 36 2 hillion credit facility with a group of majm financial insutunions 1o extend the matunty
date to August 12,2017 As of December 31 2013, the unused bomowing capacity under this credut facility was approxsmately
$6 1 billion

Dunng Oclober 2013, we entered into a $20 hillan 163-day revolving credit agreement with o group of major financial
mstitutions Although effective as of October 2013, we could not draw on this res olving credit agreement prior to the completion
of the Wireless Transacuon We may use bormowings under the 364-day credit agreement for general corporate purposes The 364-
day revolving credit agreement contains cenain negative covenants, including a negause pledge covenant, 3 merger ot snmlar
transaciion covenant and an accounting changes covenant, aflimatn e covenants and events of default that are customary for
Ccompanies MAMANIAG 411 INvestment grade it eting In addition. this agrecment requires us to maintain a leverge rto (s
defined 1n the agrecment) not 1o excess of 3 50 1 00. unush our crednt ratings reach a centaun level

Long-Term Debt

¢ ding long-term debt oblig, are as follows

tdollars in mihions)

At December 31, Interest Rates % Maturiues 2013 2012
Venzon Communicatons—nates payable and other 050 -3.85 2014 - 2042 $ 20416 LS ERES S
450-550 20152041 20,226 7.062
$.55-6950 2016 - 2043 31,965 11631
735-8958 201812039 £013 5017
Floating 2014 -2018 5.500 1.000
Venzon Wireless—notes paysble and other 850-98138 2015 -2018 3931 R.635
Venzon Wireless—Allie] assumed potes 680 -7.88 2016 - 2032 1300 1500
Telephnne subsidianes—debentures 513686 2027 - 2033 1,078 2.045
738-7288 2022-2032 1,099 1.3y
8.00-8.78 2019 - 2031 380 380
Other subndianes—debentures and other 634 -85 2018 -2028 1,700 1.700
Capital lease obligations {averge rate of 8 1% and 6 3% 1n
201% and 2012, respectively) 293 298
Unamoertized discount, net of premium (264) (228)
Total long debt, cutrent 93,144 51.487
Less longcrm debt matunng within one year 3,436 3803
Taotal long-erm debt $ 89,658 § 47.618
2013

Dunng March 2013, we 1ssued $0 5 billion aggrzgate pnncipal amount of (loaung rate Notes due 2015 n a pnvale placement
resulting 1n cash proceeds of approxumatcly $0 S billion, net of discounts und 1ssuance wosts The proveeds were used for the
repayment of commercial paper

Dunng Apn! 2013, §1.25 tilhion of 5 25% Venzon Communications Notes matwied and weie repaid In addition, dunng Junc
2013.$0 5 billion vf4 375% Venzon Commufications Notes matured and were repaid

s Transaction. we ssucd $49 0 billion aggregate pnncipal amount of tixed
sts The

Dunng Septumber 2013, 1n connection with the Warel
and floaung mte notes esulting ¢ proceeds of approximately $48 7 billion, net of discounts and suance ¢
ssuances consisted of the tollowing $2 25 bilhon aggregate prinaipal amount of floating rate Nutes duc 2016 that bear interest at
a rate equal 10 threesmonth LIROR plus | 53% which rate will be seset quarterly. $1 75 hillion aggregate pnncipal amount of
floanng rate Notes due 201K that bear interest at a rate equal to three-month LIBOR plus 1 75% wliach rate will be ceset quarterly,
$425 billwn aggregate puncipal amount of 2 50% Notes duc 2016, $4 75 billwn aggregate prncipal amount of 3 65% Notes duc
2018, 840 billion aggtegate pnncipal umount of 4 50% Notes due 2020 $110 bilhon aggregate pnncipal amount of § 15%
Notes due 2023 $6 0 biilion aggregate pnncipal smount of 6 40% Notes due 2033 and S 15 0 billion aggnegate pnncipal amount
of ¢ 55% Notes duc 2043 (collectinely, the new notes} The proceeds of the new notes were used 10 finance, 1 pan, the Wircless
Transaction and to pay rclated fees and expenses As a result of the 1ssuance of the Aew nntes, we incurred interest expense related
to the Wireless fransaction of S0 7 bsllion dunng 2(H 3

In adduon, dunng 2013 we uthized $0 2 bithon undet fived rate vendun finsncmy facilizies
Dunng February 2014, we 1ssued €1 75 billion aggiegaie puncipal amount of 2 375% Notes due 2022, €1 25 bilhien aggregate
prncipal amount of 3 25% Notes duc 2026 and £0 88 bidlion aggiegate pnneipal amount of @ 7595 Notes dus 2034 The issuance
of these Notes resulted s cash procecds of approxunately $5 4 billion, net ot discounts and ssuance costs The net proceeds were
used. in part, to finance the Wieless Transaction Any net proceeds not used 1o finance the Wirel, nsacthon will be used for
genen corporate purposes Also, dunng February 2014, we issued $0 5 bilhion aggregate pnncipal amount of 5 9% Retail Notes
due 2054 resulting in cash praceeds of approximately S0 5 hallian, net of discounts aad 1ssuance costs The procecds will be used
for geneial corporate purposes.

T

Vertzun Notes

o

wessued $5 0 ballion aggeegate prancipal amount of floating
rile notes The Venzon Notes wete issued 10 1wo sepamate senes, with $2 5 billion due February 21, S bullien due
February 21,2025 The Venzon Notes bear inlerest at a floating rate, which wll be reset quarterty with interest pavable quarterly
1n airears, beginning May 21,2014 {se¢ Note 2) The cight-year Venzon notes bear iterest at a floating mte equal to three-month
LIBOR, plus | 222%, and the eleven-year Venzon notes bear interest a1 a floating rate equal to three-month LIBOR. plus 1 372%

Dunng February 2013, 1n connection with the Weless Tran

Torm Loan Agrecmeat

Nunng October 2013, we entered 1o 4 tenn loan agreement wath a group of major financial institstions pursuant to which we
drew 36 6 billion to finance, in pan, the Wireless Transaciion and 10 pay transacuon costs Halt of any loans under the term loan
agreemen! have a matunty of three ycars and the other hall have a matunty ol five years (the 5-Year Loans) The $-Year Loans
provide for the purtial amoruization of pancipal dunng the last two years that they wre outstanding Loans under the temn loan
agreement bear inferest al {loating 1ates The temm {oan sgreenint Contwiny centaan negztive covenants including a pegatne
n accounting changes covenant, affinmauve corenants and events

pledye covenant, a merger or sianlar transaciion covenant and
of default that are customary for companies mantuning an investment grade credit raung In addition, the tenn loan agreement
requires us 10 mamntain a leverape rmuo (as defined in the term loan agreement) not an excess of 3 50 1 00, unnl our credit miings
reach u centain level

Bridge Credit Agreement
Dunng September 2013, we entered mto a $61 0 bilhon bndge crednn agreement with a group of major financial insttuuions The
credit agreemient provided us with the abilny to burrow up 1o $61 0 billion to finance 1n pan, the Wi Transaction and to pay
related vansachion costs Following the September 2013 issuance of notes. bomowing availabihity under the bndge credn
agreement was teduced to $12 0 hallion. Followang the effectiveness of the term loan ugreement 1n October 2013, the bndge credit

was n dance wath 1ts terms and as such, the related fees of $0 2 billion were recognized in Other
mcome and texpense), et dunng the founh quarterof 2013

2012

On November 2 2012, we announced the commencement of a tender offer (the Teader Offet) to purchase tor cash any and all of
the vutstanding §1 25 billion 1e puncipsl umount of B 95% Venzon Communications Notes due 2039 In the Tender Offer
that was completed November 9, 2012, 50 9 billion aggregate pancipal amount of the notes was purchased a1 a price of 186 5% of
the prncipal smount of the note: LEarly Debt Redemption and Other Cusia™) and $0 35 tillion prncipal amount of the notes
temamed outstanding Any acciued and unpard interest on the principsl purchased was pad to the date of purchase




Dunrg November 2012, we issucd $4 8 billion sggregate pnncipal amount of fixed 1ate notes resulting 1 cash proceeds o1
approximatcly $447 bullion nct of discounts and issuance costs The issusnccs consisted of the followang S0 billion of 0 70%
Notes duc 2015. 80 5 hallion of 1 10° Notes due 2017, 81 75 bllion af 2 45%% Notes duc 2022 and $1 25 billion of 3 85%2 Nutes
due 2042 Dunng Necember 2012, the net procecds were used to redeem $0 7 billion of the $2 0 billion of 8 75% Notes due
November 201X a1 a redemphion price of 140 2% of the pnncipal amount of the notes (see * Early Debt Redemption and Other
Cons”™). $0 75 bsllwn vt 4 35% Notes duc Febiuary 2013 at 2 iedemption price of 100 7% of the pnncipal amount of the nutes and
cenain telephone subsidiary debt (sec “Telephone and Other Subsidisry Debt™), as widl as for the Teader Offer and other gener!
corporate purposes Any accrued and unpaid interest was paid 1o the date of edemption

In addition, duning 2012 we utihzed $0 2 billion under fixed tate vendor financing facbities
Verizon Wireless — Notes Payable and Other

Vetizon Wireless Caputal LLC, a wholly-ownced subsidiary of Venzon Wircless, ts a uted hability company foned under the
laws of Delaware on Dvcember 7. 2001 as a special purpose finance subsidiary to facilitate the offening of debt sccuntics of
Venzon Wireless by acting as cossuer Other than the financmg acuvalies a» a coqssuer of Venzon Wircless indebtedness,
Venzon Wareless Capital LLC has no matenal assets, operations or revenues Venzon Warcless 1s jomtly and scverally hable with
pital LLC for co-issucd notes

Venzon Wireless

2013

Duing November 2013, §125 bullion of 7375% Venzan Wircless Notes and $02 billion of 6 50%
matuied and were repard Also dunng November 2011, Venzon Wireless sedcemed $3 5 billian of 5 55% Notes, due February |,
2014 at a redemption pnice of 101% of the pnncipal amount of the notes Any accrued and unpaid interest was paid to the date of
redemption

Venzou Wireless Nuotcs

2012
Dunng February 2012, $0 % bilhion of 5.25% Venzon Wireless Notes matured and were zepaid Dunng July 2012, S0 8 billon of
70% Venzon Wircless Notes matured and were repaid

Telephenc and Other Subsidiary Debt

2013

Dunng May 2013. 80 1 budlion of 7 0% Venzon New York Inc Debentures matured and were repaid Dunng June 2013, 301
billion of 7 0% Venzon New York [ne Debentures matured and were icpand In adidiion, duning June 20113, we redeemed $0 25
billion of 7 15% Venzon Maryland LLC Debentures. due May 2023 at 2 redemption pnce of 100% of the prnczpal amount of the
debentures Dunng October 2013 50 3 billion of 4 75% Venzon New England Inc [Debentures matured and were repatd. Dunng
November 2013, we redeemed $0 3 bithon of 6 70% Venzon New York Inc Deb duc November 2023 at a

pace of 100% of the principal amount of the debentures Duning December 2013, we redeemed $0 2 billion of 7 0% Venzon New
Yok Inc Debentures, due Decemher 2033 ar a redemption pnce of 100% of the puncipal amount of the debentures and $20
mulhien of 7 0% Venzon Delaware LLC Debentures, due December 2023 at a redemption pnce of 100% of the prncipal amount of
the debentures Any sccrued und unpaid interet was pad 1o the date of redemphion

2012

Dunng January 2012, $10 hillion of § 875% Venzon New Jerscy Inc Debentures matured and were repard Dunng December
2012, we redeemed the $1 0 billion of 4 625% Venzon Virginiu LLC Debentures Senes A due March 2013 at a redemphion price
of 101 145 of the pncapal amount of the debentures Any accrued and unpard mierest was paid 10 the date of iedemption

In addition, dunng 2012, vanous Telcphone snd Other Subsidiary Debentures totaling approximately $0 2 bilhton were repmid and
any accrued and unpaid interest was paid to the date of payment

Early Deht Redemption and Other Costs

Durng November 2012, we recotded debt sedeinption casts of $8 & billion 1 connecuon with the purchase o $0 9 billion of the
51 25 billion of & 95% Venzan Communications Notes due 2039 1n a cash tendey olter

Dunng December 2012, we recorded debt redemption costs of $0 3 brllion wath the carly redemy of$0 7 bilhien
of the $2 0 bilhion of 8 75% Venzon Conununicauans Notes due 2018, §1 0 hillion 0[4.625% Venzon Visgima LLC Dehentures,
Senies A, due March 2013 and S0 75 bilhion of 4 35% \ enzon Communications Notes due February 2013 a5 well as $0 3 billion
ot ather costs

Guarantees
S 2 As of December 31,
I remain in place fon the Life ofthe

we g the deh and first martgage honds of our compeny
2013, 53 1 billion pncipal amount of these obl remam ding Fach guarantce w
obhgauon unless terminated pursuant o 1ts temns, including the operatng telephone company no longer being a wholly-owned
subsidiary of Venzon

we also the debt of GIE C that were 1ssucd and outstanding prior (o July 1. 2003 As ot
December 31,2013, $1 7 bitlion pnncipal amount of these obligations remain outstanding

Debt Covenants

We and our tidated subsid are m compliance with all debi covenants

Matunities of Losg-Term Debt

M of long-tcrm debt ding a1 December 31,2011 are as follows

Years (dollars 1n milhions)
2014 s KX
2015 2,740
2016 10818
2017 1,331
2018 16,970
Thereafier 59,799
o ]
Kair Value Measuremests and Flnancial Instruments 1

The following whble prescats the balances ot asscts and habilities measured at fair s alue on w recuning basis as of December 31
2013

(dollars ta mullions)

Lesel 1™ Level2®  Level3 ™ Total

Assets®
Cash and cash cquivalents

Fixed income secunties 5 %190 § - - 5 91%
Short-term m estments

Equity secunttes as7 - - 387

Fixed inconwe secunbicy 3 2n - 214
Onher assets

Forwanl interest rate swaps - 7% - 16

Fixed income secunties - 875 - 875

Cruss Lurrency swaps - 166 - 166
Total $ 9580 § 1328 8 - 5 10508
Liabilities.
Onher hiabihiies

Interest rate swaps s - S 23 s = s 13
Total s - 3 23§ - s 23

" quoted prces in active markets for identcal asscts or habiliies
' ohsen able mputs other than quoted prices in active markets far dentical assets and habilitics
™ ho ebscrvable pncing snputs in the market

I using quoled

Equily secuntics connisi of snvesiments in common stock of domestic and
pnces 1n achive narkets

Fixed inceme sccunnes consist pnmanly of investments in US Treasuncs. as well 8s municipal bonds We use quated pnces m
active markets for our US Treasury secunties and therelore these secuntics are classified as Level § For ull other fixed income
secunties that do not huve guoted pnces in active 1 cts. we use allemative matnx prcing resultung in these deby secunnes
being classified as Levei 2

Denvatine contracts are valued using models based on eadily ob. ble market for all terms of our
denvative contracts and thus aie classified wathin Level 2 We use mud-market pnicsng for fair value measuwiements of our
denvauve tastuments Our denvative instruments are recorded on a gross basis

We recognize transfers between levels of the fair value hicrarchy as of the end of the reporting penod There were na transfers
within the fair value hierarchy dunng 2012

Fair Valuc of Short-ierm and Long-term Debt

The forr value of our debt s det med using vanous methods, indduding quoted paces for identical tems and mutunties, whach
15 a Level 1 measurement, as well as quoted pnces for sinular terms and matnnics in mactive markets snd future cash flows
discounted at cumment rates, which are Level 2 measusements The fau value ot our sh and fong-term debt. excluding capital

leases, waus as tollows.

tdoltars wi millions)

At December 31. 2013 2012
Carrying Canying

Amount  Fair Value  Amwount  Fan Value

Shon-and long-enn debt cxcluding copiial leases S 93,298 § 103527 § SLAR9 § 61552

Derivative Instruments

Interest Raie Swaps

We have entered into domestc interest rate swaps (0 achieve a targeied mux of lixed and vanable rate debt We pnncipally recerve
fixed rates and pay vanable rates based an LIBOR, resulung tn a net increase or decrease to Interest expense These swaps are
designated as far valuc hedges and hedge kgainst changes 1o the faiz value of our debt portfoliv We record the sntesest mie swaps
at fair value on our comolidated balance sheets as assets and habihues

vaps with a nottonal value of $5 R billion were settled As a result of the scttluments, we reecived nut
in the hdated

wds tecognized Intu casnings o &

Duning 2012, interest mie
proceeds of $0 7 hillion, including accrued interest which is included 1n Other, net
statement of cash flows The fair value basis ad] derl

to the ying debt
reduction of Interest expense over the remaining lives of the underlying debt obligaions Dunng the sccond quarter of 2013,
vl rate swaps with a nononal value of $1 25 bilhion matured and the impuct to our consolidsted financial stalements was not
matenal Dunng the third quarter of 2013, we entered into interest rate swaps with a tetal notional value of $1 8 bilhon At
Deeember 31,2013 and 2012, the fair value ol these interest rate swaps was not matenial At December 31, 2¢13, the total notional
amount of these mierest rate swaps was $1 8 mllion The meflective pomion of these inferest rste swaps was not matenal at
December 31,2002

mte

Farwand Interest Rare Swaps

In order to manage our exposure to futuse interest @tc changes, dunng the founh quaner of 2013, we entered tnto forward interest
rate swaps with a notienal value of $2 0 billon We designated these contiacts as cash flow hedges The fan value of these
contracs was not matenal at Decemben 31,2013

Cross Currency Swaps
Venzon Wireless previously entencd wmito cross cunency swaps desiguated as cash flow hedges 10 exchange approxunately $1 6
billwon of Botish Pound Sterling and Eurodenominated debtinto US dollars and 10 fix our future interest and principal payments
n US dollars, as well as to miugate the impact of foreign currency tmnsaction gains of losses A portion of the gains and losses
recogmzed 1n Other comprehensis ¢ income was reclassified to Other income and (expensc), net 10 offset the related predax foreign
cunecney sacton gam or loss on the undedying debt obhigatuens The (air value of the outstanding swaps was nol matenal at
December 31,2013 or December 31,2012 Dunng 2013 and 2012 the gains with respect 1o these swaps were not matenal

Iunng February 2014 we entered inta crass cumency swaps designated as cash flow hedges to exchange approximately $5 4
billion of Ewre and Buitish Pound Stesling denvnunated debt into U'S dollars and to fix our future interest and principal pay neents
m US dollars, s well as to mitigate the impact of forvagn cuncaicy transaclion gains or losses




Concentrations of Credit Risk
Financial instruments that <ubject us to concentrations of credit nsk conmist pnmanly of temporary cash invesiments, shortdem
and long-term investmenty trade reccivables certan notes receivable, including lesse recervables. and denvative contracls Qur
policy s W deposit our lemporacy cash mvestmunts with mayor financisl insuiutions Counterparties 1o o denvatine contracts
ate also major financial mwsitutions with whom we have neg d denvatives (SDA muaster ) and credn
support annca agreements which pioside rules for collatend exchange We gencrally apply ¢ lized wh our
counterparties for uncleared denvanves to matigate credit nsk We may enter into swups on sn uncollaterahized basis n cenain
circumstances While we may be evposed to ¢redit losses due to the i of our , we consider the nsh
remote and do no expedd the settlement of these tansactions G have a matenal effect on our results of opertions o1 financial

condition

[\‘,: to I

Btock-Based Ce i |

Verrzon Communicattons Long-Term Incentive Plun

The Venzon Communicattons Inc Lung.Tenm Incentive Plan tthe Plany pemuts the grantng of stock opuions. stock appreciation
nghts, restncted stock, restncted stock units, performance shares, performance stock uniis and other swards The maximum number
ofshares avalable for awards (rom the Plan 15 119 6 mullion shares

Restricied Stock Unis

The Plan privides for granis of Restncted Stock Units (RSUs) that generally vest at the end of the thind year afier the grant The
RSUs arc ctassified as equay awasde because the RSUs will be paid an Venzon common stock upon vesting The RSU eq
awards are measured using the grant date
penod Didend equisalent
RSUaward

Performance Stock Units

The Plan also provides for granis of Perfonmance Stock Units (PSUs) that generally vest at the end of the third year after the grant
As defined by the Plan, the Human Resourves Commuttee of the Board of Dircctor determines the number of PSUs & participant
cams bascd on the cxicnl 1o which 1he conesponding performance gnals have been achieved over the thice-year performance
cycle The PSUs are classified as hability awards because the PSU awards are paid 1n cash upon vesting The PSU award habiliny 1
measured a1 ats fur value al the end of cach reporting penod and, therefore will fluctuate based an the pnice of Venizon common
stoch as will as performance relative to the targets Dividend equinalent units are alse paid 1o participants at the time that the PSU
award 15 determined and paid. and in the same propoition as the PSU awarl The granted and cancelled activity for the P'SU awand
mcludes adjustments for the perlonnance goals achieved

The follawimg wble summanzes Venzon 3 Restncted Stock Unit and Pedonmance Stock Unit actinity

Restricted Stock Performsace Stock
(shases in thousands) Units Units
Outstanding January 1,201 1 20923 32380
Granted 6,007 10348
Payments (7 600y {213
Cancclled/Fortened {154) 2977)
Ouistanding December 31, 201) 19836 27614
Granted 6350 20537
Payments {7,369 (8499)
Cancelled/Forfeired (14%) {189)
Outstandang Decembes 31 2012 18 669 39463
Granted 4,950 7470
Payments (7,248) (22,703)
Cancelled/Forfeited {180) (506)
Outstanding December 31,2013 16,193 21,724

As of Decemmber 31, 2013, unrecognized compensation expense selated to the unvested portion of Venzon's RSUs and PSUs was
approximately SU 4 billion and 15 expected to be recognized over approximaiely twu yean

The RSUs granted 1n 2013 and 2012 have wesghted-average grant date fir values of $47 96 and $38 67 per unit. respectively
Dunng 2013, 2012 and 2011, we pard $1 1 billion, $0 6 billion and $0 7 hullion, respectively, 1o settle RSUS and PSUs clavafied
as Lability awards

Verszon Waseless™ | e Plan

‘Fhe Venzon Wireless Long-F'erm Incentive Plan (the Wircless Plan) provides comp 10 ehgible employces of
Venzon Wireless {the Purtnenship) Under the Wueless Plan, Value Appreciation Rights (VARs) were granted o ehigible
employees Asof December 31,2002 all VAR weie fully vested We have not granted new VARs v 2004

VAR retlect the change n the value of the Pannership, 3s defined m the Wircless Plan Similar to stock options. the valuation 1
detennined using s Black-Scholes model Once VAR become s ested. employees can exercise thenr VARs and recen e a payment
that 1s equal tu the diflerence between the VAR price on the date of grant and the VAR pnce on the dale of excrose, less
applicable 1axes All outstanding VARS are fully exercisable and have a maximum tenm of 10 yeais All VARs were granted at a

pnce equal 1o the estunated Ly alue of the Parinership, as defined in the Wieless Plan at the date of the grant .
The following 1able sununanzes the assumptions used in the Black-Schales model dunng 2013

End of Pertod
Risk-fice rale %
Expected term (1n yzars) oz
Expecied volaulny 4327%

The nsk-free rate 15 based on the US Treasury yicld curve in effect a1 the ime of the measurement date Expecied volatility was
based on a blend of the histoncal and implied volatility of publicly traded peer companies for a penod equal 1o the VARs
expected Lite ending on the measurement date

The fullowing tuble summanzes the Value Appre: on Righis activaty

W eighted-

Avernge

Grant-Date

(shares 1n thousands) VARs Far Value
Outctanding nghts, January 1. 2011 11569 s nn
Exercised (3.303) 1487
Cuncelled’Foriened (52) 1474
Outstanding nghts, December 31 2011 8214 12y
Exercised [RE X} 1030
Cancelled/Forfened 21) 1
Qutstanding nghts. December 31,2012 4760 3Ry
Exercised (1.916) 1389
Cancelled/Forfeited [&)] 13.89
Qutstanding rights, December 33, 2031 2.847 1389

Dunng 2013, 2012 and 2011, we puid $0 1 batfion, tespectively. 1o settle VARs uassified as habiliy awards

Stock-Bused Compensation Expense
Aftwisax compensation expemse for sock-based compensation related 1o RSUs, PSUs, and VARs descnbed above included in Net
tneome altnbutable 1o Venzon wus $0 4 biltion $0.7 hillion and $0 § bilhon for 2013.2012 and 2011 respectively

Stock Opnions

The Plan provides for grants of stack options te paciicipants st an option prce per share of no less thun 100% of the fau maket
value of Venzon canimon stock on the date of grant Each grant has a 10-year hife. vesting equally over a threesy car pennd,
starting at the date of the grant We has e not granted new stack options since 2004

The tollowaay table sumnianzes Venzon

Weighted-

Average

Exercise

(shazes in thousands) Stock Optiens Price

Outstandsng. January 1. 2011 56,843 S 4425

Exercised (7.104) 1500

Cancelled Fuiferied 21921 5106

Outstanding, December 31,2011 27819 4124

Exercised (7,447 s

Cancelled/Forfened (17.054) 2518

Outstanding, December 31, 2012 331K 3469

Exerclsed 225M) 3485

Cancelled’Foriated (82) 3449

Qutstanding, December 31, 2013 983 3438

Allstock options outsianding as December 31, 2013.2012 and 2011 were exercisable
The following table summanyzes information about Vetizon's stock options outstanding as of December 31,2013
Weighted-Aversge

Stock Options Remaung Lafe Wcighted-Average

Range of kacercise Puces ({in thousands) (ears) Exercise Price

$3000-3999 969 ol 3 EXRTS

40004999 14 0l 4631

Tatal 9¥3 0l 3435

The to1al minnsic value for stack options outstandtng as of December 31, 2013 18 aot signsficant The total intnnsic value of stock
d was not signiticant i 2013 and the assoctated tax benetits were not sigmificant i 2013, 2012 und 2011 The
teceaved fium the exercase of stock aptions was $0 1 billion in 2013, 30 3 billion in 2012 and $0 2 billon in 2011
5 no stock option expense tor 2013, 2012 and 2011

= ]

[Employee Benetits |

We maintain non<ontnbutory defined benefil pension plans for many of aur employees In addition, we maintan postretirement
rance plans tor our retirees and ther dependents, which aie both contnbutory and noncontnbutery. and
welude w limat on our share of the cost for certam rccent and future retirecs In accordance with our accounting policy for pension
and other postretirement beaclits, operating expenses include pension and benefit related credits and/or charges based on actuanal
assumptions., including projected discount rates and an estimated retum on plan assets Theae estimates are updated 1n the founth
quarter Lo reflect actual retum on plan assets and updated actuanal The ud ” & d in the incame
statement duning the fourth guarter or upon a remeasurement e\ ent pursuant 1o our accounting policy for the recognition of
actuanal gains/losses

health cue and hie s

Pension sud Other Posiretirement Benefits

¢ postictisument benefils for many of ow cmpluyees are subjedt to colleclive barguiming ag
1ons m benefits have heen bargained from tme to time, and we may alse penodically nmiend the benefits i the

plans The fol g tables benefi: costs, as well us the benefit obliganons, plan assets, funded status and
rate assumptions associated with pension and positetirement health care and hie insurance benefit plans




Obligations and Funded Status

tdollars in nullions)
Pension Health Care and Life

AtDecember 31, 2013 2012 2013 2012
Change in Benefit Obligahons
Beguning of year $26773 S$ 30582 S 26844 5 27369
Service cost 98 35y 318 359
Intercst cost 1002 1.449 1,095 1 284
Plan amendments {149 183 119) {1.826)
Actuanal (gain] loss. net Qmnn 6074 {3.576) 1402
Bencfits pad (1,777) 2,135) (1.520) (1.7194)
Curtailment and termination benefits 4 - - -
Annuity purchase - (8.352) - -
Sentements pad (A89) (780} = -
End of year $ 23032 526,773 5 23042 § 20844
Change in Plan Assets
Beginning of'year $ 18282 S24010 § 2657 § 2628
Actual retum on plan assels 1388 2326 556 312
Company coutibutions 107 171 1360 1461
Benefits pad .117) 2.1%5) (1.520) (1.744)
Settlements pad (889) {TR6) - -
Annuity purchase - {8.382) - -
End af year $ 17,111 § 18252 8§ 205%  § 2657
Funded Status
End of year $ (5921) $ (X49)) 5(19.989) $ (24147)
(dollars in mullions)
Pension Itealth Care and Life
At December 31, 2013 2012 2013 2012
Amounts recogrized on the balance sheet
Noncument assets s 3 $ 23 $ - 8 -
Curnent habiliies ain (129) (710) (766)
Noucurznt habihities (6,123) (8 SU8) (19.279) (23421
Toal $ (5921) 3 (R391) $(19.989) § (21187
A 3 recognized in A Other
Compreheasi ¢ Income (Pre-tax)
Pnor Servace Benefit (Cost} 3 25 $ 1Bl $ (2,120) § 2247
Total 3 25 $ IEI $ (2,200 § (2.247)

Beginmunyg 1 2013, as o result of federal health care relorm, Venzon no longer files for the Reuree Diug Subsidy (RDS) and instead
contracts with a Medicare Pan D plan on a group basis to provide prescniption drug benefits to Medicare ehigible retirees

Dunng 2012, we reached with the C Works
Elcetncal Workers on new, threc-ycar contracts that cover appmximaicly 43,000 Wichne employccs This resulicd an the
adaption of plan amendments which will zesult 1n lower other postretireinent benefit costs 1n 2013 and beyond

> of Amenca and the Intemanional Brotherhood off

2013 and 2012, respect

ely

Infonnation for pension plans wath an accumulated benefit obligatien 1n excess of plan assets fallows

(doltars w millions)
At December 31, 2013 2012
Projected benefit ohligauon $22610 3 2635)
Accumutated benefit cbligation 22,492 26,081
Fairvalue of plan as: 16350 17,623

Net Periodic Cest
The following table summanzes the benefil (income} cost related to our penston and postretirement health care and hfe 1nsurance
plans

dollars in mlhons)

Pension Health Care and Life
Yenrs Ended December 31, 2013 2012 2011 2013 2012 2011
Service cost $ 395 § 3SR 0§ 307 $§ 3R § 159§ 299
Amwrtization of pnios service cost (credi) 6 () 72 247) (89) 57)
Subtotal 401 357 Ryl n 270 242
Expected ictumn on plan assets (1,245) {1 795)  (1.970) (143) (7 (163)
Interest cost 1,002 1349 1.590 1,095 1284 1421
Subtotut 158 1 7 1023 1,383 1.500
Remeasurement (gasn) loss, net AT 5.542 4.146 {3.9%9) 12062 1.787

Net penodic benefit (income) cost
Cunalment and termination henelits -
Total S (2,308) $ 5553 $4119 § (2966) § 2645 § 3287

@31 5,553 4,139 (2,966) 2,645 3287
4

h (mcome) loss are as follows

(xher pre<tax changes in plan assets and benefit obhig, ccognized in other comp

dollars in millions)

Pension Health Cure und Life
At December 31, 2013 2012 2013 2012
Pnorsenice cost 3 (149) 3 183 $ (19 S (1.826)
Reversal of amoriization nems
Prior service cost (6) 1 247 LES
Total recognized 1n other comprehensive (income) loss (pre-tas) S (158%5) $ 1% $ 128 § UnNn

The estimated prior service cost for the defined benefit pension plan that will be amorized fom Accumulated other
camprehenave income (lass) snto net penodic benefit cost over the nexi fiscal year i1s not signsficant The estumated pnor senice
coa for the defined henefit postretirement plan< that will be amortized fiom Accumulated other compiehens<ive mcome into net
penodic benetit (ncome) cost uver the next fiscal yeor1s 80 3 ballion

Assumptions
The weighted £ used m d benefit oblig; follow

Pensien Health Carc and Life
At December 31 2013 2012 2013 2012
Discount Rate £.00% 420% £00% 420%
Rate of compensation mcreases Ano 100 N/A NiA

The weighted. 11 used m d net penedic cost follow

Pensivn Health Carc and Life
At Decemnber 3, 2013 2012 2011 2013 2032 2011
Di>count Rate 4.20% S00%  ST75%  420%  S00%  575%
Expected retum on plan assets 7.50 750 800 .60 100 600

Rute of compensunion mcereases KX0 ) 100 100 N/A NiA NiA

In urder to projeet the tong-term target investment retum for the total portfolio, estimates are prepared for the wrtal ieium of cach
miyor axset class over the subsequent 10.year penod Those are hased on a ¢ of factors ncluding the current
market interest rates and levels, camings x| and b } long nsk To

the aggregate retum for the pension trust the projecied retum of each individual asset class 1s then weighted according to the
1 the tust’s long-denm asset allacation policy

allocation 1o that mvestment

The assumed hicalth care cost trend rates follaw-

At Decemnber 31,

Heulthcase cost trend rate assumed lof next year 650%
Rate to which cost trend rate gradually dechines 475
Year the mule reaches the level n s assumed 1o reman thereaficr 2020

A one-pereentage point change in the assumed health care cost rend sute would have the following eftects

{dallars in millions)

One-Percentage Point locrease Decrease
Eflect on 2013 senice and nterest cost s 184 S dsuy
Ellect on postretirement benefit obhigation as of December 31,2013 2539 (2,086)
Plan Assets

Histencaily. our ponfohio sirategy emphasized a lung cyuity vnentat sigmficant global diversification, and the use ol

both public and pryvate investments In an effon 10 reduce the nsk of out ponfolio sirategy and better align assets with habiliuies,
we hat ¢ shifted our strotegy 10 one that 1s more hability dnyen, where cach flows from investments better match prajected benefit
pay ments but result in Jower asset retums We intend o reduce the hkehihood that assets will dechne at a e when habitiies
increase (referred 10 as hiability hedpng), wath the goal to reduce the nsk of underfunding to the plan and 1s pamcipants and
beneficianes Both active and passive pp hes are used di ding on p d market efli and vanous
ather factory Our i and nsk control S5CS SCIVE 10 the of nsk

While target allocation percentages will vary over time, the company 8 ovenall investinent strategy 1s 1o achieve a nux ol assels,
which allows us 10 meet projecied benefits payments while taking into consideration nisk and retum The current (arget allocation
for plan acscts 1s designed so that 70% of the assets have the objective of achies ing @ retum in excess of the growth in hubilines
(compnised of public equities, pnvate equitics, real estate, hedge lunds and emerging debt) and 30% of the assets are tvested as
tiabihty hedging assets (typically longer duration fixed income) This allecation will shift as funded status 1mproves to a higher
allocation ta hability hedging assets Target polwies will be revisited penudically to ensure they are in ine with fund objectives
Duc to our diversification and nsks control procesaes, there are no sigmificant coneuntrattons of ask, in tems of sector, industry.
geography or company names

Pension and healtheare und life pluns assets do not include sigmificant amounts of Venzon commun stock

Penston Plans

“The far valucs for the pension plans by asscl catcgory a1 Decemher 31, 2013 are as follows

(dollars 1n mullions)

Assel Categery Total Levell Level 2 Level 3
Cash and cash equivalents $ 9 S 581 § L. -
Fquity secunties 4200 3300 900 -

Fixed income secunues

US Treasunes and agencies 1,097 091 408 -

Componate bonds 2953 212 2,579 162

Intemational bonds 364 1 an -

Other 3 - 3 -
Real estate 1,784 - - 1,784
Other

Pnvate equity 3942 - - 3942

Hedge funds 1 800 - 604 1,196
Total SI7,111 S$5138 $ 4892 § 7,084

The (au values for the pension plans by asset category at December 31, 2012 are as follows

{dollars in miilions)

Asset Category Totsl Level 1 Level 2 Level 3
Cush and cash equivalents $ 1618 $1.58 S 32 s -
Equity secuntics 2934 2469 475 -
Fixed sncome sccunties

U.S Treasunes and agencies 1.589 112§ 404 -

Carpomie bonds 2456 15 2228 19

Intemational bonds 601 140 461 -

Oches 210 - 210 -
Real estate 2,018 - - 2,018
Other

Pmate equity s039 - - 5039

Hedge funds 1,807 - 1249 S58
Towul $ 18282 $5355 § 5116 § 7811




The f 2 15 & reconciiiation of the b and ending balance of pension plan asscts that aic measused at fay value using

significant unobservable mputs

tdollars in mullions)

Corporate Prwvate Hedge

Bends Equity Funds Total
Balance at January 1, 2012 [} 189 $2.148 §$ 6095 § 662 § 9.064
Actual gamn on plan assets 12 x4 M6 43 248
Purchases and sales 4 [eal)] t1.162) (147 (1.547)
Transfers in ° _ - _ q
Balance at December 31,2012 s % S 2018 $5039 § S5 S 7811
Actual gain on plan asets 12 L] 674 L2} 51
Purchases and sales a3) (A1s) 1,7%2) 124) {2.104)
‘T'ransfers in (out) 33 = 3% 678 606
Balance at December 31,2013 s 162 $ 1,784 § 3,942 S 1,196 $ 7084

Healih Care and Life Plans

The fair values for the ather posireurement benefit plans by asset categury ot December 31, 2013 are as follows

tdallars in millionsy

Assct Category Total Levell Level2  Leveld
Cash and cash cquivalents S 237 § 12 § 1228 § -
Equity secunties 2178 1324 854 -

Fixed tncome secuntics

US Treasunes and agencies 121 ”% 27 -
Cotporale bonds 252 45 207 -
Intemauonal bonds 1048 18 86 -
Other 161 40 121 -
Total $ JO5) S1,5)3 § 1520 § —

The lair values for the other postretrement benefit plans by asset category ai December 31,2012 are as follows

(dollars 1n millions)

Asset Category Total Level | Level 2 Level 3
Cash and cash equivalents $ 291 8 13 % 27 S8 -
Equsty secuntics 1753 1.004 719 -

Fixed income sceunties

tJ§ Treasunies and agencies 118 80 38 -
Comparate bonds 192 3] 181 -
Intemanonal honds 1%9 72 13 -
Other 114 — 114 -
Total §$ 2657 $1,0%0 3 1477 S -

The following mre general descriptions of asset categones. as well ws the valuation methodelogies and mputs used to detemune the
furr value of each major category of assets

Cash and cash cquivalents nclude short-term micstment funds, pnmanly m divesificd pontfolios of grade money
market instruments and are valued vsing Guoted market pnces or other valuauon methods and thus are classified within Level | or
Level 2

Lquity secunises are invesimenis in common stock of domestic and iternational corporations n a vanety of industry secton, and
are valued pnmanly using quoted market pnces or other valuation methods. and thus are classtfied within Level | or Level 2

Fixed income sccuntics nclude U'S Treasuncs and agencies, debt oblig of fneign gov and domestic and forcign
woporations Fixed come alse mddudes mvestments i coll; hzed ¢ bl backed and
interest rale swaps The fair value of fixed income sccuritics is based on obsenable prices for idenucal or companble assets,
adjusted using henchmark cuncs. sector grouping. matnx pnaing broker/dealer quotes and issucr spreads, and thus 1s classified
within Level 1 or Level 2

1 and readential real estate projects

Real estate investments include those in limited partnerships that invest in yanous commel
both domestically and intemationally The tair values of real estate assets arc 1ypically determenced by using income andéor cost
approaches or a companable sales approach, 1aking 1nto conmderation discount and capitalization rates. financial conditions, local
market condinions and the status of the capital inarkets and thus are classified within Level 3

Prvate equity i estiments include those in linuted p hips that inves in camp that are nat publicly traded an

a stock exchange luvestment strategies in puvate equuty muclude lesemged buyouts, venture capital. distressed snvestments and
investments in natural resources These invesiments are valued using nputs such as tmding muluples of comparable public
secunties merger and acquisition acuvily and pncimg data fiom the most recent equity financng takmg nto consideration
liquidity . and thus aic classified within Level 3

Hedge tund investments mclude those seehing 10 maxmure absolute retums using a broad mnge of strategies 1o crhance relums
and provide additianat diserafication The Lur values of hedge funds are cstumated using net asset value per share (NAV) of the
nvestments Venzon has the ability o redeem these investments al NAV sithin the near tenm and thus are classified wathun Level
2 Inves: that cannet be red 1n the near term are clasafied within Level 3

Cash Flows

In 2013, contnbutions o our qualified pension plans were not malenal Alvo n 2013 we contnbuied $0 1 hillion 1o our
nonqualified pension plan< and $1 4 billion 1a our ather postrelirement benefit plans We anticipate approximately $1 2 hallion in
comnbutions to our quahificd pension plans, 302 billion 1o vur nonqualified pension plans and 314 billion 10 our other
postictirement bencfit plans m 2014

Estimated Future Benefit Payments

The benefit payments to retiees are expecied 1o be paid as follows

(dollars 1n msllionsy

Year Pensten Benefits Health Care and Lafe
2014 s s 1,582
2015 1574
2016 1,538
2017 1,506
2018 1474
20192023 6816

Savings Plan and Employce Stock Ownership Plans

We mamzam four leveraged employee stock ownenhip plans (ESUP) Only one plan cunrently has unallocated shares We match a
certain of ebigible employee ¢ to the savings plans wath shares of our common stock from this ESOP At
December 31, 2013, the number o1 unallocated and allocated shates of common stock 1 this ESOP was 163 thousand and
62 mullion, 1espectively All leveraged ESOP shares are mchided an camings per share computatons

Total savinps plan costs were $1 0 billion 1 2013 and $0 7 billion i 2012 and 201 ). respectnely

Pension Annuitization

On October 17 2012, we, alang with aut subuidiary Venzon Invesiment Management Comp . and Fiduriary Counsclors Inc as
independent fiduciary of the Venzon Management Pension Plan (the Plan). entered inte 3 defimtive purchase agreenent with The
Prudential Insurance Company of Amenca (Prudentialy and Predenual Financial Inc . pursuant w which the Plan would pun hase
a single premium group annuity contract from Prudential

On Decentber 10, 2012 upon issuance of the group annuily contrmct by Prudential Prudential iney ocably sssumed the obhigation
to make future annuity pay ments to approximately 41 000 Venzon management retirees who began seceiving pension payments
fiom the Plan pror to January 1. 2010 The amount of cach retiree’s annuny payment equals the amount of such andividual's
peasion benefit [n addiuon, the gioup annuity contract s intended 1o replicate the same nghts 10 fulure payments. such as
survivor benetits, that are cumrently offered by the Plan

We camnbuted approximately $2 6 billion to the Plan between September b 2012 and December 31, 2012 1a connection with the
transaction so that the Plan’s funding percentage would not devrease as a result of the transaction

Seversnce Benefits
The following table provides an analvsis of our actuanally determined sevenance lrability reconded m accordance with the
accounting standard employers” g tor p y benetits

(dolluns 12 millions)
Charged to

Year Beginning of Year Expensc Payments Other kod of Year
200 s 1569 H 32 $ @7y $(14) s 13
2012 1113 396 531) a2 1010
2013 1010 134 (381 (6) 757

Severance, l'ension and Benefit (Creditsy Charges

Dunng 2013, we reconded net pre-tsx severance, pension and benefits credits of approximately $6 2 billion pnmaniy for our
pension and g plans in with our g policy to recognize actuanal gains and Iosses in the year in
which they ocour The credits were pritnanly doven by an tnctease tm our discount rate assumption used 1o detenmne the cunent
year habilities from a weighted average of 4 2% a1 December 31, 2012 10 a weightedaverage of § 0% a1 December 31,2012 (843
tnllion). lower than assumed retiree medical costs and other assumption adjustments (S1 4 tillion) and 1he differeace between our
estimated retum on assets of 7 5% at December 21, 2012 and our actual retum on assets 0! § 6% at December 31,2013 (30 5
hllion)

Dunng 2012, we recorded nct pre<tax severnce, pension and benefits charges of approximately $7 2 billion prnnunly for our
pension and p plansin with our 2 policy 10 74 actuanal garns and losses in the yearin
which they occur The charges were pnmanly dnven by a decrease i our discount rie assumption used 1o detenmie the cunent
year habilines from a weighted-av erage of 5% at December 31. 2011 10 2 weighied-average of 4 2% at December 31 2002 (353
billion) and revisions 1o the Iy tor 1 3 and ather asaump parally eflset by the
differeace between our estimated retum on asseis of 7 5% and our actual setum on assets of 10% (S0 7 billion) As pan of this
charge, we atso recorded $1.0 billien related to the annwtization of pension rabiliies, as desenbed ubove, as well as se e
charges of SO 4 ballton prunanly for tely 4.000 ploy

Dunng 2011, we recorded net pre-tax severance, pension and benefits charges of approximaiely $6 0 hillion for our pension and
postrctirement plans m accordance with our accounting policy fo recogmze sctuanel gains and losses i the year i which they
occur The charges were pnmanly dnven by a decrease in our discount mle assumption used o detenmne the cument year
fiabilitics from 5 75% at December 31, 2010 1o 5% at December 31 2011 {35 0 billion) the difference between any estmated
return on wsscts of 8% and our actual retum on assets of 5% ($0 ¥ billion), and revisions 1o the lile expectancy of paricipants and
other adjustments to assumpliona

[Taxes

The components of income before (provision) benefit for mcome taxes are as follows

(dollars 10 millions)

Years Ended December 31, . 2013 2012 2011
Domestic S 28833 S 9310 § 9,724
Foreign 444 SRl 759
Total §29277 5 9897 S 1033

The components of the pros ision (henefit) for income taxes are as follows

idollais is mllions)

Yeans Ended December 31, 2013 2012 2011
Cunent
Fedenl s a3 $193
Foreign (59) (45) 2s
State and Local 201 114 290
Total 292 508
Deferred
Fedenal %060 559) 270
Forcign L] 10 (3%)
State and Local nr (403) _ @355)
Total 5,785 {952) (223)
Total income tax prov ivon (benefit) $ 5730 $ (660)  § 285

The followiny table shows the prncipal reasans fon the difference hetween the effective income tax rite and the satutory federal
mcome tax rate

Years Ended December 33, 2013 2012 2011
Statwiory federal income tax rate 35.0% 3Su% 350%
State and local incotne tax sate. aet of federal 1ax benefits 21 a9 10y
Affurdable housing credn 06) a9 ag
Employ ce benefits incJuding ESOP dividend (0.4} inn 4
quity in camimgs from unconsolsdated businesses {0.3) (KN a9

@33N 230
an (R
6 TP 27%

Noncontuolling mterests
Other. net
Effecuve income tax rate

The cffective income tax rate for 2013 was 19 6% compared 10 16 7)% for 2012 The inciease i the cffeclive income tay rte and
sult of severance, pension and benetit

provision for income taxes was pnmanly due to higher icome before mcome
credits recorded dunng 2013 compared to lower income befor 1ncome taxes as a result of severance. pension and benelit charges
as well as early debt redemption costs recorded dunng 2012




The effective income 1ax 1ate for 2012 was (6 77"- comp-n.d to 2 7% for 2011 The neganive eflective income tax e for 2012 and
the decrcase in the provision for sncome taxes durmg 2012 compared to 2011 was pnmanly due to lower income before 1ncome
taxes as a result of mgher severance. pension and benefit changes as well as early debt redemption costs recorded dunng 2042

“The amounts of cash taxes pard are as follows.

(dollars 10 milhions)

Years Ended December 31, 2013 2012 2ull

Income taxcs. net of amounts refunded $ 422 $ 1§ 762
Linployment taxes 1,282 1,208 1,128
Property and other taxes 2,082 1727 1,883
Total §$ 3786 S 36§ INT3

cfened taxes anse because of differences i the book and tax bases of centamn assets and liabilities Sigmificant components of
deferred 1ax asscts and habilities are as foliows

(dollars in miltions)
Al December 31, 2013 2012
Employec bencfils $ 10242 5 13644

1 Jass and credit camy forwards 2,747
Uncollectible accounts iecervable 213
Other -asscts 949

14161
Valuation allowances {1.596)
Deferred tax assets 12,565
Former MClintercompany accounts recevable basis difference Lz
Depreciation 14.030
Leasing acuvity 97
Wircless jotnt venture including wireless hicenses 23,002
Other - habilities 1470
Deferred tax liabiliues
Net defemned 1ax habiluy §

At December 31. 2013, undistnbuted eamings of our foreign subsidianes indefinitely invested outsde the U1S amounted 10
approximately 82 1 billten: The majonty of Venzon’s cash flow 1s generied from domestc ap and we are not d d
an foreign cash or canungs (o meet vur fundmg requirements, nor do we iend 10 repatnate these undistnbuted foreign eamngs
10 fund US operations Furthermore, s porion of these undisinbuted carnings lcpl:scnl amounts that leg:lly must be keptin
reseve 1n accordance with certaim foreign and are table tor Aca
sesult, we have not provided US deterred taxes on these undistnbuted camings because we ntend lh:l llh.y will remuin
ely ranvested outside of the US and therefore unavailable for use in funding US operations  Determination of the
camngs 1S pat ci

inde!
amount of untecogmized deferred taxes related to these

At December 31, 2013, we had net after4ax loss and eredit cany lorwards for income tax purposes of approximately $2 7 bilhon
Of these net afier1ax loss and credit cany forwards. approximately $2 1 billion will expire between 2014 and 2033 and
approximately $0 6 ballion may be camed forward indefionely The amaunt of net after-ax loss and credit camy forwards reflected
s a defened tax assel above has been reduced by approximately $0 1 billion a1 December 31 2012 due to federal and state tax
law on utiliz ofnet losscs

Dunng 2013, the val 1l decreased ly $04 tillion The bhalance of the valuation sllowance at
December31 2013 and the 2013 actinaty 1 pomanly nl.m.d 10 statc and foreign tax losses snd credit curry forwards

Unrecognized Tux Bencfits

A reconciliation of the begmning and ending halance of unrecognized tax henefits 1s as follows

tdollars m mullions)

2013 2012 2011
Balance at January |, $29%) S 3078 0§ 13242
Additions hased on tax positions related (o the cunent year (313 131 (1
Additions fur 1ax positions of pnor years 250 92 456
Reductions for tax position< of prior years (801) 415) (644)
Scttlements @10) 100 (56)
Lapses of statutes of Lo (168) 143) (31)
Balance at December 31, $2J30 § 2943 § 3078

I luded in the tutal unrecognized tax benefits at December 31,2013 2012 and 201115 $1 2 billion, $2 [ billion and $2 2 biibon,
respectively, that if recogmized, would favorably affect the effective income tax rte

We recognized the tollowing net afler4ax benefits related to interest and penalties in the pro ision for income taxes

Years Ended Decembes 31, tdollmix 10 milhons)

2013 s 33
2012 £2
201t 64

The afterax accruals for the payment of interest and penaluies in the consolidated halance sheets are as follows

A1 December 31, tdollans 1n millions)
2013 s 274
2012 X6

The decrease n unrecogmized tax henefits was prmanty duc to the resolution of ssues with the Intemal Revenue Scraces (IRS)
imvoelving tax years 2004 through 2006. as well as the tesolution of tax controy ersies in Canada and laty

Venzon and/or its subsidiancs file income tax retums m the US fedeial junsdiction, and vanous siate, local and foreign
Junsdictions As u large taxpayer, we are under audit by the IRS and multiple s nd forergn Junsdictions for vanous open 1ax
years The IRS 1s currently exanuning the Company's US income tax retums for 1ax years 2007.2009 and Cellco Panneship s
U'S income tax returns for 1ax years 2010-2011 Sigmificant 1ax examinauons and lingation are ongoing in New York City for tax
years as early as 2000 The amount of the lishility for unrecognized tax benefits will change i the next twelve months due ta the

expiration of the statute of hmitatons in v anous Junsdicitons and 1t 1< asunably possible that vaneus cunent tax examin:
will conclude or requuic reevaluations of the Company's jax posiuens dunng this period An estimate of the range of the possible
change cannot be made unul these tax matters are fusthes developed o1 sesoh ed

;l
]

Begment Information

Reportable Segments

We have two repontable segments which we operate and manage as strategic business units and vnganize by products and senices
We measure and evaluate our reportable segments based on segment operating Income. consistent with the chicf operating
decision maker's ascssment of scgment performance

Corporate eliminations and other includes unall d comporate recorded 1n
the results of other businesses. such as our investments in unconsolidated businesses, penston and other employee benefit related
custs, lease financing, as well as other adjustments und gans and losses that are not allocated in assessing segment performance
due 10 thewr non-operational nature Although such transactions are excluded from the business segment resulis, they are included
in 1eported consolidated eamings Gains and losses that are not sadividually sigmificant are included 1n all scgment results as these
stems are ncluded in the chief operating deaision maker's assessment of segment performance

T revenues and exp below also
includes those vems of a non-ccumng or non-aperational nature. We exclude from segment resuhs the effects of certaan items that
management does notl consider In asesang segment performance. prmanly because of their non-recumng or non-operational
natune

The ol sepment revenues and expenses 1o

1 where o conform to curent year presentahion

We have adjusted prorpenod © tidated and segment

Our scgments and theis prncipal acin ifzes consist of the following

Segment Descripion

Wireless Wireless' communications products and services include warcless voice and data services and equapment sales.
which are provided to , business and gy » across the United States

Wireline Wirehne's vosce. data and video communications products and enhanced services include bicadband video and

data compotare networking sofunions data center and cloud services secunty and managed network servaces and
local and long distance voace genaces We provide these products and services 1o consumcrs in the United States,
as well as lo camers. businesses and govemment customers both 1n the United States and in over 150 other
countres around the world

The tollowany table provides tinancial infi tor our two rep bl
(Jollans in millions)
2013 Wireless  Wireline  Total S
Extemal Opetaung Revenues
Retad service S 66282 § - s 66282
Other sene 2,691 - 2.691
Service revenue 68973 - €3,97)
Equipment 8,096 - 2,096
Other 3851 - I8s1
Consumer retail - 14,737 14737
Small business - 2587 2,587
Maas Markets - 17,324 17324
Strtegic services - 8410 8410
Core - 6267 6,267
Global Entempnse - 14,677 14,677
Global Wholeaale - 5703 5,703
Cnher - 456 456
Intersegment tevenucs 103 1,063 1,166
Total opersting res enucs 81,023 39213 120,246
Cost of services and sales 23,648 21928 45576
Selling. gencial and adounisinative expense 23,176 8595 3171
Depieciation dnd amortization expense 8202 3327 16,529
Total operating expenses 55,026 33,850 93876
Operaung income $ 25997 § 373 § 26370
Asscts $ 146429 S 84573 § 231,002
Plant. property and cquipment. net 35,932 51,885 37817

Caputal expenditures 9425 6229 15,654




(doltars 1n nullions)
2012 Wircless  Wireline  Total Segments

* Extemal Operating Resenucs

tdoltars in nullionsy
2011 Wircless  Wucline  Tatal Segments

Extemal Operating Revenues

Retail service $ 61333 ¢ - 3 61383 Retanl service S 56.001 $ - 3 $0.601
Other service 2290 - 2290 Other service 2497 - 2497
Scervice revenue 03.673 - 61,672 Service revenue 59.098 - 59,098
Equipment KO - A,010 Equipment 7,446 - 7.446
Other 4096 - 4,096 Othes 3.517 - 1517
Consumer retail - 14,043 14,043 Consumer retanl - 13,605 13,608
Small business - 2,648 2,648 Small huainess - 2,720 2,720
Mass Murkers - 16,691 16,691 Mass Markets - 16,325 16,325
Sirategic sences - 5.082 8,052 Stratega sen ces - 74607 7.607
Core - 7.240 7,240 ~ 8,014 5,014
Global Enterpnise - 15,292 15292 - 15,621 15,621
Global Wholesale - 6177 0,177 - 6,795 6,795
Other - 508 S08 - 704 704
Intepiegment revenues K9 1112 1201 83 1,237 1,330
Total operating 1evenucs 75 Kok 39780 115,648 70,154 40,682 110,836
Cost of services and sales 24490 22413 46903 Cost of services and sales 24,086 22,158 46,244
Selling. general and adminisimiive expense 21,650 LRLE) LS53R Sclhing gencral and adminisizatve expense 19.579 9.107
Depreciation and amortization expense 7.960 k424 10,384 Depreciation and amoruization eapense 7,962 8,458
Total vperating expenses 54000 39720 93820 Total aperating eapenses S1627 39923
Operating income S 21768 5 60 S 21828 Operating incame S 18527 § 050§ 19.4%6
Assets $ 142485 SE4KIS 227300 Assets S 147378 SRGI85 8 2M1,863
Plant, propeny and equipment. net 34545 5291 k7456 Plant, propeny and equipment. net 23451 54.149 X7.600
Capatal expenditures ¥ K57 6342 15,199 Capital expenditures 8.973 6.399 15,372
Reconcihation te Consalidated Finaacial Information l o
A reconcthiation of the scgment op tevenues to consehdated o g revenucs is as fallows [Comprebensiv e Income

dollars im millions)

Years Ended December 31, 2013 2012 2011
Operatng Revenues
Total reponahle segments $ 120246 § 115648 § 110436

Reconciling items
Corporate ciminations and other 304 198 39

$ 120550 § 115846 § 11URTS

Consolidated operating revenucs

A reconctliation of the 1014l of the rwpontable segments of meome 10 o Tidated Income before (provision) beaetit for

mcome taxes s as follows

{dollars 1n nulhons)

Years Ended December 31, 2013 2012 2011
Operating Income
Tital segment operating meome $ 26370 $ 21828 5 J94R6
Severance, pension and benefit credits (haiges) (Note 11) 6,232 {7.186) (5954
Gam on spectrum hicense transaciton (Note 1) 278 - -
Litgation settlements (Note 16) - 384) -
Other costs {Note X) - 276) -
Corporate. elnminatons and other 1912) (822} {652)
Consalidated operating ncome K] 13.160 12.680
Equity 1n eamings ol unconsolidated businesses 142 24 444
Other income und (expense). net (168) {1.016) {14
Interest expense (2.667) (2.571) (2.827)

Income Before (Proviston) Benefit for Income Taxes $ 29277 § 9497 5§ 1048}

A reconciliation of the total of the reponable sepments’ assess to consohidated avsets 15 as follows

{dollars in nullions)

At Decemnber 31, 2013 2012

Assety

Total reportable segments $ 231,002 § 227.300

Corporate climinanous and other 43,096 2.07K)

Total consolidated 274098 § 225222
Corpotate, chmnations and other at December 31 2013 15 prmanly compnsed of cash and cash equivalemis which were used 10
complete the Wirekess Transaction on February 21 2014

We generally account for infenegment sales of products and services und assel transfers at comem market puces No single
customer accounted (b mare than 10% of vur (otal operanng Tevenues dunng the years ended December 31. 2013 2012 and
2011 Iniemational aperating revenues and long dived asscts are not significant

re excluded
ne taxes are

affecting equity that, unde1 US GAAP,
n for

€ ncome conststs of net income and other gains and loss;
m the n of Othey prch: ncome, net of proy

Compiche
from aetincome S change:
desenbed below

Accuniulated Other Comprehensis ¢ Income

lated other comy s ¢ ncome by camg are as follows

The changes 1n the balances of A

Unrealized  Defined benefit

Foreign currency Unrealized gainen pension and
franslation  gummoncash  marketable  postretirement s
tdollas 1 millians) adjustments  flawhedges  securities Total
Balance a1 January 1,2013 s 793 8 X m s $ 2235
Other comprehensive income 60 0 a3 - 143
Amounts welassified 10 et inuome - (25) an 22 {20)
Net other comprehensi ¢ income 60 25 16 22 123
Balance at December 31,2013 s 853§ 13§ 17 s 1275 S 2,358

The amounts precented above tn net other comprehensive imcome are act of 1axes and nuncontrolling intercsts, which ae not
cant o1 the year ended December 33, 2013, the amounts reclassified to net income related 10 defined benefit pension and
postretirement plans m the table above are included 1n Cost of sen e and sales und Selling, general and admimisirative expenae
on om consulidated statements of income For the year ended December 31, 2013, all other amounts reclassified o net income o
the table above are ncluded in Other inceme, net on our consolidated statements of come

Fuoretgn Curvency Dunstunion ddsustments
The change i Foreign cumency translation adyusiments dunng 2013, 2012 and 201 | was pnmanly related to our it esunent
Vodafone Omaitel NV and was prmanly dns en by the movements of the U'S dollaragainst the Luso

Net Unreatized Gains (Losses) on Cush Flaw HHedges

Dunng 2013, 2012 and 2011, Umcalized gams (lusses) on cash flow hedges included in Other comprehensive mvome (loss)
annbutable 10 noncontrelling mrerests, pumanly retlect scunvity related to a cross cunency swap (sce Note 9) Reclassification
sy realized in net tncome were not significant

adjustments for gains (loss

Net Unrealized Gans (Losses) on Marketuble Securines

Dunng 2013, 2012 and 201 ). ree ady on marhetabf
not significant

for guins {{osses) realized in net sncome were

Defined Benefit Peasson and Postretrement Plans

The change 1n Defined benefit pension and pustretirement plans at December 31, 2013 was not signsficant

The change in Defined benefit pension and postictiement plans of $0 9 bilhon, net of faxes of $0 6 tallion at December 31 2012
was pnmarnly a result of plan amendments




ot i

|Additional Finaucial Informadion ]

The tables that follow provide additional financial information related to vur conselidated financial statements

Income Stafement Information
tdollars in nullions)

Years Ended December 31, 2013 2012 2011
Depreciation expensc S 15019 S 14920 S 1490
Inturest costs on debt balances 342 2977 3269
Capnialized interest costs (154) (406) (442)
Adyertising expense 243K 2381 2,523

Balance Sheet Informativn
{doltan in millionsy

At December 31, 2013 2012
Accounts Pavable and Acerued Liabiises

Accounts payable $ 4954 5 4454
Accrued expenses 3,954 4,529
Accrued vacation, sslanes and wapes 4790 5,006
Interest payable 1.19% 632
Taxes payable 1,556 1.56)

$ 16453 5 16,182

Ocher Current Liabthties

Advance billings and customer deposits $ 2829 § 3554
Dividends payable 1,539 1.494
Onher 2296 1,357

Cash Flow Informatien
tdollars i millions)

Years Ended Decembes 31, 2013 2012 201
Cash Pard
Interest, nct of umounis capitahized $2122 51971 S 2629

Comumon <tock has been used from time (o time 1o 3150y some of the tanding requirements of employce and sharcowner plans,
including 24 6 milhon common shares nsucd fram Treasury stock dunng 2012, refated o dividend payments, which had an
aggregate value of 1 0 billion

[\-»n ih

2 and Contingeneres ]

In the otdinary coursc ofbusiness Venzon 12 1inv olved 1n vanous commerrial hugauon and regulatory proceedings at the state and
federal level Where 1t s detemuned, 1n consultation wath counsel based vn hiugation and setilement nsks. that 4 loss is probable
and estimable 1n a given matter. the Company cstablishes an accrual In nonc of the currently pending matiers 1s the amount of
accrual matenal An estimate of the reasonably possible loss or range of loss 1n excess of the amounts alicady ucerued cannot be
made st this time due to vanens facters typieal o contested proceedngs, including (1) uncenain daniage theen nd demands,
(2) % Jess than complete factual record. (3) uncertainty concerming legal theones and thew tesolution by couns on regulators and
t4) the diclable nature of the party and 1ts demands We continuously monitor these proceedmgs as they derelop
and adjust any accrual or disclosure as needed We do not expecl that the ulumate resolution of any pending regulatory or fcgal
matter in future penods including the Hicksuille matier desunbed beluw. will have a matenal effect un our financial condition,
but 1t could have a matenal effect on our resulis of operations for a given reporuing penod

the site of a farmer Syhania fi

m:mg 2003, under a gov plan, ity tn Hiksville,
New York that processed nuclear fucl 1ods 10 the 19505 and 19605 Remedition beyond onginal expectations proved to be
necessary and a of the ated d wosts was cond! d A of casts related to remediation

effonts at se: eral other former facilities was also undentaken In September 2005, the Army Comps of Engineers (ACE) accepled the
1hekaviile site into the Formerly Unlized Sites Remedia] Action Program This may result in the ACE perfunming some or all of
the d cffont for the site with a decrease n costs to Venzon To the extent that the ACE assumes
rexponubility for remedial work at the Hick<ville site, an adjustment 10 a resen e previously established for the emediation may
be made Adjustmients 1o the reserve may also be made based upon actual conditens discovered dunng the semedistion st this or
any othet site requinng remediation

Venzon s currently mvolved in approximately S0 tederal distnet court actions slieging that Venzon 1s infanging vanous patents
Most of these cases are brought by nenpracticing cotities and cffectinely seck only monetary damages, a small number are
broughs by companics that sell products and scek inpunchive reliet as well These cases have progressed to vanous degrees and a
<mall number may go to tnal in the coming 12 manth<af they are no1 atherwise resolved In the third quanes of 2012, we seiled a
naumber of patent htigation matters, including with ActiveVideo Networks Ine (AcuveVideo) snd TiVe e (TiVo) In
connection with the setilements with ActiveVideo and Tivo. we recorded a charge of $0 4 billion in the third quarter of 2012 and
wil pay and recogmze overthe following six years an addinonal $0 2 hilhon

In connection wath the exccution of agreements for the sales of businesses and investments. Venzen vidinsnly provides

cutations and to the p to a vanety of nonfinancial marters such as ownership of the secuntics
being sold, as well as indeninity from eertam financial losses From ume 10 time, counterparties may tnake clanns under these
provisions, and Venzon will seek to defend against those claims and resolve them in the ardinany course of business

Subscquent to the sale of Venzon Inlormation Scrvices Canada 1n 2004, we continue to provide a guarantee to publish directones,
which was ssued when the directory business was purchased 1n 2001 and had a 30-year 1erm ibefare extensions) The preexisting
guarantee contmues. without modification, despite the subsequent sale of Venzon Information Services Canada and the spinoffof
our domestic pnint and Intemet yellow pages ducctones business The passible financial impact of the guaranice. which is not
expected 1o be adverse, cannot be reasonably estimated a< a vanety of the potential outcomes avaituble under the guarsntee result
1 costs and rex enues or benelits that may oflset cach other We do not believe peiformance under the gunrantee is likely

As of December 31, 2013 letters of crednt totaling approxmmately $0.1 ballion which were excceuted in the nommal course of
busimess and support several fi and payment I3 10 thind parues, were outstanding

We have several commitments pnmanly to punhase handsets and penpheral P software, and network
services, snd markeung acuvities, which will be used o1 sold 1n the ordmar) course n( business, from a vancty of suppliers tnaling
$33 4 ulhion Of this 1atal amount, $19 7 bithon 15 ainbuiable 10 2014 $K ¥ lillion 1s aitnbutable 10 2015 through 2016, $4 1
billien 13 attbutable 2017 through 2018 and St & billion 15 atinbutable to years thereafler These amounts do not represent our
entire anheipated purchascs in the future, but represent only those tems that mie the subyect of conuuctuel vblhigattons Our

commitments are generally detenmmed hased on the fubl or amounte Purchases agaimst our
comnutinents for 2013 (otaled approasmaicly $16 bilhon Since lhc 10 purchase T senaces from
television nciworks and broadcast stauens have ao volume we d our ob) based on number

of subzcnbers a1 December 31, 2013, and applicable rates stipulated 1n the contracts in effect at that ime We also purchase
products and services as needed will no firm commatment

KQuarterly Financial Information (Unoudited) 1

{dollars in millions. except per share amounts)

Net Income (Lass) attnbutable 1o Venzon

Operating Net
Operating Income Per Share- Per Share- Income
Revenues {Lossy Amount Basic luted {Loss)
March 31 S 295420 5 6222 $ 1952 3 68 s 58 $ 4355
Junc 30 29,786 555 2246 kL] i ] 5,198
Seprember 3 30.279 7128 2232 a8 78 5278
December 31 31,068 12,063 5,067 1.77 176 7916
012
March 31 $ 28242 8 5195 S 16Ke 5 59 3 59 S 3806
June 30 28552 5651 L.R25 64 64 4,285
September 30 29007 5483 1593 56 56 4292
Devember 31 30045 3.169) 4229y (1 48) (148)  (1926)

Resuliz of opciations for the second quarter of 2013 include afteidax credits atnbutable 1o Venzon of $0 1 billion telated to a
pension remeasurement

Results of operations for the thind quarter of 2013 mclude immatenal afierfax credits atinbutable to Venzon ielated to a gan
on a specim hicense transaction as well as immatenal after4ax costs attnhutable to Venzon elated 10 the Wincless
Transaction

Results of operations for the fourth quarter of 2013 include aftertax ciedits attnbutable to Venzon of $3.7 bilhon related to
severance, penston and benefit credits, as well as afier4ax costs sinbutable 10 Venzon of $0 S bilhion related 10 the Wircless
Trnsaction

Results ot operations for the third quarter of 2012 include after-tax charges attnbutable to Venzon of $0 2 bilhon related 10
legal settlements

Results of operations for the fourth quarter of 2012 include afteidax chaiges attnbutable to Venzon of §5 3 hallhion related to
severance, pension and bencfit charges and carly debt redemption and other costs

' Net mncome (loss) atbutable to Venzon per common share 1s computed independently for cach quarier and the sum of the
quariers may not equal the annual amount

EXHIBIT 21

Verizon C Inc.and S ies
Puncipat Subsidianes of Registrant at December 31,2013

Nsme Jurisdiction of Organizaton
Venzon Cahfonuia ne Cahforua
Venzon Delaware LLC Delaware
Venzon Flonda LLC Flonda
Venzon Maryland LLC Delaware
Venzon New England Inc New York
Venzon New Jensey Inc New Jersey
Venizon New York Inc New York
Venzon Peansy Ivania LLC Defaware
GTE Southwesl Incorporated Delanare

{d/b/a Venzon Southwest)
Venzon Vingima LLC Virgina
Bell Alanue Mobile Systems LLC Delaware
Celleo Partnership

(d/b/a \ enzon Wircless) Delaware
GTE Corporaion New Yark
GTE Wireless Incomporated Delaware
MCI Communications Comor Deluware
Venzon Business Global LLC Delaware

Cranherry Properijes LLC Delaware




) EXHIBIT 23

Consent of Ind dent R d Public Firm

We consent 1o the incusporation by reference 1 this Annual Repon (Fonn 10-K) of Venzon Communications Ine (Venzon) of our
repants dated February 27,2014 with respecet to the contohidated financiat stslements of Venzon and the eficenvencas of imemal
control o er linancial reporting of \ enzon, imcluded in the 20113 Annual Repon 1o Sharenwners of Venzon

Our audits also included the financial statement schedule of Venzon histed in tem 15¢3) This schedule 1s the responsihity of
Venzon's msnagement Our responsthility 15 to express an opimion based on our sndits In our opamion, as to which the date s
Fehary 27, 2014, the financial statement schedule refened to above, when considered i aclation (o the basic financial
statements taken as a whole. presents fairly 1n al) matenal respects the information set forth therein

We also consent to the incarporation by refetence i the following tegistration statements of Venzon and where apphicable related
Prospectuses, of our reports dated Febniary 27, 2014, with respet 1o the consolidated financial statements of Venzon and the
effectiveness of intemal vontrl over financial reposting of Venzon, imncorporated heten by reference, und our report included m
the preceding paragraph wilh respect 1o the financial satement schedule of Venzon included i this Annual Report (Form 10.K)
for the year ended December 31,2013 Form S-3, No 333.11573 Fonn $-8, No 33331543, Fonn S8, No 333-50146, Form 54,
No 333-76171, Fonm §-4. No 331.76171 Fonn S-8.No 333-53X30, Fonn §-§ No 133.%2690, Form $<4, No -124008 Fonn
S8. No 333.124008 Form S4. No 333-132651. Form S8, No 333-169207. Form S, No 333-1725%01, Form 53, No 333-
172999, Fonn §-2. No 333-)8274Y, Fonn $-3. No 333-190954 and Foim <4, No 333-19162%

s/ Emst & Young 1.LP
Emsi & Young LLP
New York New York

February 27,2014

EXHIBIT 31.1

1, Lonell C McAdam, certity that

T have reviewed this annual repors an Fonn 10-K of Venzon Conmunications Inc

2 Based on my knowledge, this report does not contam any untruc statement of a matenal fact or anat to state a matenal fact
neces<ary 1o make the catements made. i light of the caircumstances undet which such statemonts were made not misleading
with respect (o the penod covered by this report,

1 Basedonmyk ledge the financial atat and vther financial mformation imcluded in this iepont, fairly present i all
matenal respeets the financial condition, results of operations and cash flows ol the seguistant as of. and for, the penods
presented in this repont,

4 The registrant’s other cenilying officer and 1 are resp for lish and d controls and
proceduies (as defined m Exchange Act Rules 12u-15(e) and 15d-15(c)) and intemal contrel uver financral seporting (as
defined in Exchange Act Rules 11a-15(f) and 15d-15(£)) for the negistrant and have
(a) Designed such disclosure controls and procedurs or caused such disclosuae controls and procedures to be demgned

under our supervision. 10 ensuie that matenal nformation relstmg to (he 1 1ts ¢ | d
suhsidianes, 1s made known (0 us hy others within thase entities, paicularly dunng the penod in which thas report s
beng prepared,

{b) Designed such iniernal control over financial reparing, or caused such intemal control over financial reporung 10 be
designed under our supervision, 1o provide reasonahle assurance iegarding the reliabihty of finanuial reporting and the
preparaiion of financial stalemenis for extemal purposes in ance with generally accepted I ples,

(c) Evaluated the effecuseness of the registrant’s disclosure controls and procedures and presented m this repornt our
conclusions about the eflectiveness ofthe disclosure contruls and procedures, as of the end ol the penod covered by this
1epon based on such evaluaton, and

(4 Disclosed an this report any change mihe regestant™s intemal contiol over financial teporting that vccuned dunng the
regestrant’s most recen fiscal quarter that has matenally affected, 01 15 reasonably hkely to matenally affect. the
regisimnt’s intemal contm] over financial eporting and

5§ The repasuant’s other cerufving officer and 1 have disclosed, hased on our most recent ey aluaunn of 1temal control over
financial reporting, 10 the registrant’s duditors and the audit commitiee of the regisirant’s hoard of directors (o1 pemons
pesfomung the equir alent functionse)

(a) Al sigmticant deficsencivs and matenal weaknesses in the design of operation of internal contial over finanvial
teporting which are reasonably hikely to adverely affect the registrant’< ability to record. process, summanyze and repon
finsncial information and

(b} Any fraud, whether or not matenal, that involves manapement or other employees who have a sigmificani rolc in the
regestram’s mtemal contrl over finanaal reporing

Date Februan 27,2014 /s! Laowell C McAdam

Lowell € McAdam
Chauman and Chief Execune Officer

EXHIBIT 312
1, Franais ) Shammo, cerity that

annual report on Form 10K of Venzon Commumications Inc .

1 thave reviewed th

$ P01 LONLAIA any UBINUe stalement of a matenal Qact or omit W state a marenal fact

2 Bascd on my knuwledge, this repont dod
Lumstances under which such statements were made nut misleads,

necessarny (o make the statements made, 1o Light of the
with respect fo the penod covered by this repont,

3 Based on my knowledgc, the financial statements, and other financial informatian included tn this seport, fauly present 1a all
autcenat pespeets the financial condinon, resulis of operations and ¢ash flows of the registrant 2y of and for, the penods
presented o this repors,

4 The registmant’s other cemifying officer and 1 are resp ble for lish and 1. diselosure controls and
procedures (> defined im Exchange Act Rules 13a-15¢c) and 15d-35ic)) and intemal control over financual reporting tas
defined tn Exchange Act Rules 13a-15(f) and 1 5d-15¢1)) 1or the repistzant and have

Designed such disclosure contruls and procedures, or caused such disclosure controls and procedures 10 be designed
under our supervision, to ensure that matenal wformanion sclating to the registiant. ancluding its consolidated
subsidhanes, 1s made known te us by others withun those eatitics. particulady dunng the prnod w which this report 15
buing prepaed,

[

or caused such intemal contrel over finanuial reporung t be
cial reporting and the

[

Designed such intemal control over tinandsal repor
designed under our supenasion 1o provide reasanable assurance regarding the rehabihiy of i
preparation of finanaal statements for extemal purposes in accordance with genenlly eceepted accounung pnnciples,

Fralyated the of the ‘s 1 controls and p. and in this report our
conclusions about the effectiveness of the disclosure controls and procedures. as of the end of the penod covered by this
report based on such ¢valuation, and

({«

Disclosed in this report any change w the regstrant’s imtemal control over financial reporung that occumed duning the
registrant’s most recent fiscal quarier that has matenally alfected or is reasonably hikely 10 imatenally aflect. the
regisirant’< intemal cantrol over financial reparting. and

d

§  The registrant’s other cemitying officer and [ have disclosed based on our most recent evaluation of intemal control over
financial reporing, 1o the regustrant’'s auditors and the audut committee of the weistrant’s board of duccters {or pecsons
f )

i g the g

@) Al sigmficant deficiencies and maienal weaknesses i the design or operalion of intemal control over financial
reponing which aic bly hikely to adversely affect the *s abulily t0 secord, process suminanze and report
fnancial mformation, and

(b1 Any froud. whether or not matenal, thut involyves management o3 vther employees who have a significant cole i the
registrant’s sntemal control over finanuial reporting
Date February 27.2014 ‘¢ FrncisJ Shammo

hancis ) Shamma
Executive \ jee President
and Chief Financial Officer

CERTIFICATION OF CHIEF EXEC
PURSUANT TOSECTION 1350¢

EXBIBIT 32.1

TIVE OFFICER PURSUANT TO SFCTION 906 OF THE SARBANES-OXLEY ACT OF 2002,
“HAPTER 63 OF TITLE 1K OF THE UNITED STATES CODE

1. Lowell C McAdam, Chairman and Chief Executive Officer of Venzon {ommunications Inc (the Company), cerufy that

(1) the report of the Company on Form 10K for the annual penod ending December 31, 2013 (the Repon fully complies with
the requirements of section 13a) of the Secunties Exchange Act of 1934 (the Lxchange Act), and

121 the mformanon contaned m the Kepont fauly presents, i all matenal respects, the financial condition and sesults of
operstions of the Company as vf the gates and for the penads reterred to in the Report

Date Februany 27 2014 /sl Lawell C McAdam

Lowell C McAdam
Chanran and Chiel Exccutive Officer

A stgned ongingl of this wnuen statement required by Section 906, or other Jecumuent authentesting, acknowledging. or
otherwise adopling the signature that appears in typed form within the clectronic version of this wailten statement required by
Section 906 has been provided 10 Venzon Commumications fne and will be retined by Venzon Communicaions Jnc and
flumished 10 the Secunties and Exchange Commssion or its stafl upon request




EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002,
PURSUANT TO SLCTION 1350 OF CHAPTER 63 OF TITLE I8 OF THE UNITED STATES CODE

1, Francis } Shammo, Exccutive Vice Prestdent and Chicl Financial Officer of Venzon Communications Inc (the Company),
cerufy that

the repont of the Company on Form 10-K for the annual penod ending December 31, 2013 (the Reponj fully complics with

a
the requuements of section §3(a) of the Secunties Exchange Act of 1934 (the Exchunge Act); and

(2) the mformstion contaned in the Repon fuitly presents, i all matenal respects, the financisl condition and results of
operations of the Company as of the dutes and lor the penods referred 10 1n the Report.

//  Francis ] Shamma
Francis J Shammo
Excculave Vice President
and Chief Financial Officer

Date February 22,2014

henticating Ted or

A ugned ongmal of this wntren statement required by Section 906, or other d
otherwise adopting the signature that appean in typed form within the clectrone sersion of this wniten statement required by
Scction 906, has been provided to Venzon Communications Inc and will be retumned by V s Communications Inc and
{ hed o the Sec cs and Exch, C or its staff upon request

EXHIBIT 99

and [+ incl In the Preli Proxy
smemeni (ur the Verizon 2014 Annual Meeting of Shareholdels filed with the Securitles and Exchanga
Commission on February 26, 2014

[This portion of the page intentionally left blank]

Buslness Conduct and Ethics

Venzon 15 to wnlh the hnghesx level of integrity. respons:blhly and accounlabxllly Wo
have adopted a Code of Conduc( lhm applies to all employees, including the CMEI Executive Officer (CEO), the Chief
Financial Officer and the Controlier. The Code of Conduct cach employec’s respol y to conduct il
with the highest ethical standards and provides gus n and comphance
violations 1n key areas Directors are expected 1o act in compllance wnlh the spint of the Code of Conduct, as welf as
comply with the specific ethical provisions of the Corporate Govemance Guidelines. We have posted the Code of
Conduct on the Corporate Govemance scction of our website at www venzon com/mvestor You can also obtan a copy
by wnting to the Assistant Corporate Secretary at the address given under “Contacting Venzon *

The Board is strongly predisposed against waiving any of the business conduct and ethics provisions applicable to
Directors or executive officers In the event of a warver, we will promptly disclose the Board's action on our website.

Related Porson Transaction Policy

The Board has adopted the Related Person Transaction Policy that is inchuded in the Guidelines, which can be found
Appendix A The Corporate G and Policy C reviews invotving Venzon and any of our
Dreclors or executive officers or their famuly to det 1f any of the individual participants has a
matenal interest in the transaction. Based on the facts and circumstances of each case, the Committec may approve,
disapprove, ratify or cancel the transaction or recommend another course of action. Any member of the Committee who
is involved In a trAansaction under review cannot partcipate in the Committee’s decision about that transaction

From time to time Venzon may have employees who are refated to our executive officers or Directors Francis J
Shammo, Executive Vice President and Chief Financial Officer, has a brother<ndaw who 1s employed by one of the
Company's and eamed $358.000 in 2013 W._ Robert Mudge, President — Consumer and

2

Mass Business Markets, has a brother who 1s employed by one of the Company's
$126,000 1n 2013 In each case, the amount of was

and eamed
with that of cther employses in similar

positions
[This portion of the page intertionally left blank]
Indepaendenca
Venzon's Corporale G Gui require that a maonty of the members of the Board be
independent Direclors The 1 for the of each Direcior A Director

1s considered ndependent f the Board finds that the Director i1s independent under the NYSE's and Nasdag's govemance
standards and the additional standards included tn the Guidelines, which identify the types of retationships that, f
matenal, would imparr a Director's P . The St at which the Board would
consider the relationshups 1o be matenal To de(en'mne that a Director is mdependem the Board must find that a Director
does not have any relationship that 1s likely to /mpair s or her abudity to act independently The Board makes this
determinalion by evaluating the facts and circumstances for each Director

The Corporate and Policy Ci an annual review of the independence of members of the
Board and 1ts Committees and reports its findings to the full Board Based on the recommendation of the Corporate
Go and Policy C: the Board has that the 10 o yee Directors who are

g for efection are Shellye A Richard Camon, Melane Healey M. Frances Keeth, Robert
Lane, Donald Nicolaisen, Clarence Otis, Jr.. Rodney Slater, Kathryn Tesya and Gregory Wasson The Board also
determined that Sandra Moose, Joseph Neubauer and Hugh Price, who are retinng from the Board in Apni 2014 and are
not standing for re-election, are independent

In determining the Independence of Mr Camoén, Ms Healey, Mr Neubauer, Mr Otis, Mr, Price, Mr Slater, Ms Tesija
and Mr Wasson, the Board for services and that the that
employ them made to Venzon In delenmining Mr Neubauer's independence, the Board also considered payments that
Venzon made under a competitively bid contract for food and faciity management services to the company that employs
him In determining Ms. Tesya's independence, the Board also considered payments that Venzon made to the company
that employs her in connection wilh sales of Venzon's products and services in that company’s stores In detenmining
Mr. Wasson's independence. the Board also considered pay for workers’ c 1 prescnplion benefits that
Venzon made to the company that employs him In applying the independence standards, the independert Directors
have determined thal these genera! business transactions and relationshups are not matenal and do not impair the ability
of those Directors 10 act independently

[This portion of the page intentionally left blank]




- Audit Committee

Memix Donald C 1 Clarence Ous, Jr
M Frances Kceth Gregory Wasson
Sandra Moose

The Board has determined that each member of the Committee s an audit committee financial expert and
meets the mdependence requirements of apphcable laws, the NYSE, Nasdag and the Guidelines

[Ths portion of the page mtentionally left blank}

[This portion of the page intentionally left blank)

SHELLYE L. ARCHAMBEAU

Ms Archambeau. §1,15 Chief £ Officer of

. Inc., a leading provider of govemance. nsk.
and quality it to acvoss diverse industnes Under her leadership, the
pnvatety-held MetncStream has grown 2, 500'/. over the past ten years, with 1,000

ploy
Pnor 1o joining MetncSiream in 2002. Ms. 1 was Chief Marketing Officer and Executive Vice President of
Sales for Loudcloud, Inc., a leader in Intemet mfrastructure services, Chief Marketing Officer of NorthPoint
Communications and President of Blockbuster inc.'s ecommerce division. Before joining Blockbuster, she held domestic
and intemational executive positions dunng a 15-year career at IBM

Ms. Archambeau bnngs to the Board, among other skills and mn . e-
commerce, digital media and commur An active in Silicon Valley's emergmg company communlty
her in-depth of the y sector and n the to
address business cha[lenges uniquely poslhon hc( to advise the Board and senior managemem on implementing the
Company's growth 9! Ms g and and Intemet

services and solutions gives her insight into aleas cntical to Venzon S SUCCESS

Ms. Archambeau has served as a Director of Venzon since December 2013. in the past five years, she has served on
the board of Arbitron, Inc

11

Mr Camén, 61, has served for over 18 years as Chaiman, President and Chief Executive Officer of both Popular, inc., a
diversified bank hoiding company. and Banco Popular de Puerto Rico, Popular Inc 's pnncipal bank subsidiary Popular,
Inc. 15 the largest financial institution based in Puerto Rico. wilh consolidated assets of $36 billion, totat deposits of $27
billion and 8.059 employces as of December 31, 2012 [n addition to his guiding these Mr Camén
has been a class A director of the Federal Reserve Bank of New York since 2008 In that role, he contnbutes to the

i dation of 'y policy, ght of the bank’s 1t and the review and appomniment of
senior management of the bank

As a result of his lenure as Chaimnan, President and Chief Executive Officer of Popular, Inc and Banco Popular de
Puerto Rico, Mr Camén bnngs to the Board a strong and gl and

and In addiion, Mr Camons k of by and services gives
him insights into providing services to retail and business customers, activities that make up a significant portion of
Venzon's business Mr Camoén's expenence at the Federal Reserve Bank of New York also enables lum to advise the
Board and senior on nsk which is an area for a large, complex organization ke
Venzon
Mr. Camén has served as a Director of Venzon since 1997 and was a director of NYNEX Corporation from 1995 to 1997
He i1s Chanperson of the Finance Committee and a member of the Corporate G and Policy C and the
Human Resources Committee

MELANIE L. HEALEY

Ms. Healey, 52. 1s Group President ~ North Amenca and Global Hyper-Market, Super-Market and Mass Channel of The
Procter & Gamble Company, a provider of branded goods to n over 180 around
the world. In this role, Ms Healey 1s responsible for the overall North Amenca business, which in fiscal 2013 had net
sales of $32 8 hillon Since joning Procter & Gambie in 1990, Ms Healey has held po:
including Group President, Globa! Feminine and Health Care. and President, Global Feminine Care & Adull Care

Ms. Healey bangs to lha Board, among other skilis and qu i an n goods,
and Her n g more than 15 years outside the United
States, uniquely positions Ms. Healey to advise the Board and senlor management on cntical Issues facing Venzon,
including corporate strategy wilh respect to brand . the and global growth. In addition,
Ms Healey 's leadership expenence at a complex intemational organlzallon with a large, diverse workforce gives hera
g of the facing Verizon

Ms. Healey has served as a Director of Venzon since 2011 and is a member of the Human Resources Commitiee
12




M. FRANCES KEETH

Ms. Keeth, 67, was Executive Vice President of Royal Dutch Shedl pic, an energy company, from 2005 to 2006 In this
role, Ms. Keeth was accountable for Shell's globat hich $36 3 bithon in third party
revenue In 2006 and operated in 35 countnes From 2001 to 2006, she was also Presuien( and Chief Executive Officer of
Shell Chemicals LP, Shell's U S. operating company through which it conducted all of its operations in the United
States Dunng her 37-year career, Ms. Keeth held multiple of por lity at Shell, including
serving as Executive Vice President, Finance and Business Systems, and Executlve Vice Premdenl Customer
Fulfiliment and Product Business Uruts (n addition, from 1996 to 1997, Ms, Keeth was controlier and pnncipal
accourting officer of Mobi Corporation

Ms Keeth's ive senjor at Shell, a complex global business organization, positions her well
10 advise the Board and serior management on a wide range of strategic and financiat matters Ms. Keeth bnngs 1o lhe
Board, among other skilis and qualfications, valuable business. and na
global, caprlalntensive business. As a result of this expenence, she is able to provide insights into many aspects of our
business, including business sysiems, public accounting and finance Ms Keeth also has exlensive expertise i

and ps. which assists lhe Company in g our growth

Ms Keeth has served as a Director of Venzon since 2006 and is a member of the Audit Commuttee. the Human
Resources Committee, end the Finance Commillee She 15 also a director of Amow Electronues, Inc (stnce 2004) and, in
the past five years, she has served as a director of Peabody Energy Corporation

%‘V—‘E}i ROBERT W. LANE

Mr Lane, 64, served as Chairman and Chief Executive Officer of Deere & Company from 2000 to 2009 Decre &
Company is an equipment manufacturer that in fiscal 2009 had net sales and revenues of $23.1 billion and approximately
51,300 employees as of October 31, 2009 Dunng his 28 years at Deere. Mr. Lane held positions of incneasing
responsibilty across a wide vanety of and units These included serving as President and
Chief Operating Officer of the companry, Presudent of the A Division. Chief Financial
Officer of the company and President and Chief Operating Officer of Deere Credit, inc

Mr Lane's tenure as Chaimman and Chief Executive Officer of Dt-om & Company and as a senior executive in several of
its business units provides him with vatuable 1

leading a targe, complex organuzation with global operations This backgmund grves him a global perspective that
positions him well to advise the Board and senior management on impiementing the Company's growth strategies

Mr Lane also bnngs to the Board an n and finance

LOWELL C. MCADAM

Mr. McAdam, 59. is Chairman and Chief Executive Officer of Venzon Com Inc Mr N became Chief
Executive Officer on August 1. 2011 and Chasrman on January 1, 2012 From October 2010 until becoming Chief
Executive Officer, Mr. McAdam served es President and Chief Operating Officer and had responsib:lity for the operations
of the Company’s network-based businesses-Venzon Wireless and Venzon Telecom and Business-as well as Venzon's
shared services operations Pnor to assuming this role, Mr McAdam held key po: at Venzon

from its inception in 2000 and was instrumental in bullding Venzon Wireless mio an indusiryeading wircless provider He
was President and Chief Executive Officer of Venzon Wireless (rom 2007 until 2010, and before that served as the
company's Execulive Vice President and Chief Operating Officer Before the of Venzon . Mr McA
heid executive positions with PnmeCo Personal Communications, a joint venture owned by Bell Atlantic and Vodafone
ArrTouch, AirTouch Communications and Pacific Bell

Mr McAdam bnngs to the Board a unique of our and through his broad expenence in
the telecommurecations industry and his pivotal role in the development of Venzon Wireless Mr McAdam serves a key
leadership mle on the Board, providing the Board with an in-depth knowledge of the Company's business, industry,

His enables Mr. McAdam fo play a key role in all matiers
mvolvmg oul Board and positions him well 1o acl not only as the Board's Chaiman, but also as Lhe pnnctpal intermediary

and the of our Board
Mr. McAdam has served as a Director of Venzon since 2011 Mr. McAdam has been a membes of the Board of
of Venzon since 2003 and has served as its Chaiman since 2010

DONALD T. NICOLAISEN

Mr Nicolaisen, 69, was Chief A ofthe U S, and C from 2003 to 2005, In thal
ole, Mr was for and g and auditing policy applicable toall U S,
and for impi g the of puhllc pany auditors Pnor to joining the SEC,
he was a Partner in F oopers and its which he joined m 1967 At
.oopers, Mr. served on the fim's global and intemational boards. fed the firm's national

otﬁce for accounting and SEC services from 1988 to 1994, led the firm's financial services practice, and was responsible
for auditing and providing risk management advice to large. complex multinational firms

M. Nicolaisen bangs 1o the Board a range of n both the public and prvate sector His
extensive expenence as Chief Accountant at the SEC, an ou!snde strategic advisor to muttinational companies and a
scror leader of one of the world's largest accounting firns enables im to advisc the Board and senior management on
accounting matters, government relations and public policy. Mr Nicolaisen's umque financiat and accounﬂng background

Mr Lane has served as a Director of Venzaon since 2004 and 1s a member of the Finance Commuitee, He is also a
director of General Electnc Company {since 2005) and Northem Trust Corparation (since 2009} and a member of the :E: ;’::r: “nzrs'c:il(l: :m:m?n::io::u ;r;c:au:rr‘vg :" l':’f:‘:éh Hing compan g of nsk finance
supervisory board of BMW AG (since 2009). In the past five years, Mr Lane has served on the board of Deere & "3 gap parting pa Y-
Company as its Charman Mr Nicolaisen has served as a Director of Venzon since 2005 and 1s Cl of the Audit C i and a member

of the Corporale G and Pohcy C He 15 also a director of MGIC Invesiment Corporation (since 2006),

13 Morgan Stanley (since 2006) and Zunch insurance Group (since 2006).
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CLARENCE OTIS, JR. KATHRYN A, TESIJA

Mr Otis, 57. has been Chairman of Darden R inc., a holding 8 slnce 2005 and Chiefl Ms Tesya, 51, is Executive Vice President, Merchandising and Supply Chain and a member of the Executive
Executlve Officer since 2004. Darden Restaurants s the largest ned and full- Commuttee of Targel Corporauon the second Iargesl discount retailer in the United States with 1,782 stores, revenues of
company in the world As of May 26. 2013, the company’s 206.000 Y 2 138 in the United $70 O billon and 365, 000 ploy in fiscal 2012 In this role, which she has held since 2008, Ms Tesya
States and Canada and generaled fiscal 2013 sales of $8 5 billion Mr Otis joined Darden in 1985 as Vice President and all ish ing product design and develupmenl sourcing. inventory management,
Treasurer and held po: of serving as Chief Financial Officer from 1999 until and as well as the company's global supply chain Ms_ Tesija joined
2002, Executive Vice President from 2002 1o 2004 and President of Smokey Bones Barbeque & Gnll, a restaurant Targel 1 1986 and was of , ranging from
concepl lormerty owned and operated by Darden Restaurants, from 2002 to 2004 In addition, Mr Olis has served as a Director, Merchandise Planning lo Semur Vice President, Hardiines Mcrchandusmg
class B director of the Federal Reserve Bank of Atlanta since 2010 [n that role, he contnbutes to the formulation of As a result of her long tenure at Target, Ms Tesya has gained broad b and Along with her

monetary policy, oversight of the bank’s operational nsk management and the review and appointment of seruor
management of the bank

Mr Otis bnngs to the Board. among other skils and i abroad
operations and finance, which are cntical areas for Venzon He has and
expenence Mr Otis ieads a complex organization with a large, diverse workforce, which gives tum a thorough
understanding of many of the operational challenges Venzon faces In addition, as a result of his expenence at the
Federal Reserve Bank of Atlanta. Mr Ous 1s positioned well to advise the Board and senior management on nsk
management, which ts an important area for a large. complex organization ike Venzon

Mr Otis has served as a Director of Venzon since 2006 and is a member of the Audit Commitiee, the Finance
Committee and the Human Resources Committee He is also a director of VF Corporation (since 2004)

n services, retail

4
A
M. Slater, 59, 1s a pariner at the law firm Patton Boggs LLP, focusing his practice in the areas of transportation and
infrastructure and public policy. Pror to joining Patton Boggs, from February 1997 to January 2001, Mr. Slater was the

U S Secretary of Transporiation. [n that position, Mr. Slater was g national
polcy, and assunng the fitness
of US adines. Pnor to his as S yof T from 1993 to 1997, Mr. Slater was the

Adminustrator of the Federal Highway Admmlsnahm which provides financial and techmical support for canstructing,
improving and preserving the U.S. highway system.

Mr Slater's experience as the U S Secretary of T and as the A of the Federal Highway
Admunistration positions lum well 1o provide oversight to our Company, which operates in a highly regulated industry, and
1o advise the Board and senior mal on logisics, relations and public policy.
Each of these areas is an important focus for Venzon and has a fundamental |mpacl on the way the Company operates.
Mr Slaler also bnngs to tho Board hus expenence guiding clients in developing infrastructure, as well as insights on the
role of law In our business

Mr. Slater has served as a Direclor of Venzon since 2010 and 1s a member of the Corporate Govemance and Policy
Commuitee. He 1s also a director of Kansas City Southem {since 2001). Transurban Group (since 2008) and Atkins plc
{since 2011} In Lhe past five years. Mr. Slater has served as a direcior of Defla Air Lines, Inc and ICx Technolog:es.
Inc.

significant management skills, Ms Tesya bnngs 1o the Board an in-depth knowledge of the mall industry, expertise in
leading the complex, large-scale. global retail functions of merchandlsmg and supply chain and significant insight into
consumer behavior, which give her a of many 1ssues facing Venzon. Her extensive
background positions Ms Tesya well to adwse the Venzon Board and senior management on implementing the
Company's strategies

Ms. Tesya has served as a Director of Venzon since December 2012 and 1s a member of the Corporate Govermnance and
Pclicy Commuiitee,

GREGORY D. WASSON

Mr, Wasson, 55, is President and Chief Executive Officer of Walgreen Co . the nation’s largest retail drugstore chain,
which In ﬁscal 2013 had $72.2 bullion of net sales, 8,562 locations and 240,000 employees. In June 2012, Walgreens

d a P p with Alliance Boots, the leading pharmacy-ed heatth and beauty group across Europe
with a presence in more than 25 commes Mr. Wasson has served as President and Chref Executive Officer and as a
member of the board of directors of Walgreens since 2009 A ist, he joned the pany in 1980 and
was to p of . including Prestdent of Walgroens Hearh Intialives in 2002,
Senior Vice Pres|dem of Walgreens in 2004 Executive Vice President of Walgreens in 2005 and President and Chief
Operating Officer of Walgreens in 2007,

As Chief Executive Officer of Walgreens. Mr. Wasson has gained valuable i and ala
complex organizalion with a large, diverse fi and if globat which gives him a (horough
undersianding of the challenges facing Venzon in our growth Mr Wasson bnngs to the Board an

in-depth knowledge of the retail industry and insight into the consumer expenence, In addition, his exiensive background
1n the heakhcare industry positions Mr. Wasson well to advise the Board and senior management on an area of
increasing importance to Venzon's evolving business slralegy

Mr. Wasson has served as a Directlor of Venzon since March 2013 and 1s a member of the Audit Committee and the
Human Resources Commiitiee.
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Ratification of Appointment of
Independent Registered Public Accounting Firm
(item 2 on Proxy Card}

of the Board the and of Emst & Young LLP, and has
the public g firm to examine the financial statements of Venzon for the
fiscal year 2014 and to examme the effectiveness of intemal control over financial reporting Emst & Young has been

retained as Venzon's p g Public A Firm since 2000.

The Audit C

Venzon paid the following fees to Emst & Young for services rendered dunng fiscal years 2013 and 2012.

{ 2013 | 2012
Audit fees $ 24 6 milron $23.9 mujlion
Audit+elated fees § 4 6 million $3 3 mulon
Tax fecs $4 0 milkon $3 8 million
All other fees $1 1 million $0 7 mulion

Audit fees include the financiatl statement audit, the audit of the effectiveness of the Company’s intemal control over
financial reporting required by the Sarbanes-Oxley Act of 2002, as well as financial stalement audits required by stalute
for our foreign st or by regulatory ies In the United Slates Audit-related fees pnmanly include audils of
olher subsidianes, employee benelit plan audits, reviews of controls over services pnmded to customers, as well as

olher audil and due with s Tax fees primarily
consist of {ederal, state, Iocal and miemational tax plannmg and compliance All ulhcr fees pnmanly consist of support
services to certain Venzon y The C: mn with and the

independent registered public accounting llml whether the provision of these semces 15 compatible with maintaining the
ndependence of Emst & Young

The Ci 1s directly for the apy i, retention and ght of the

registered public accounting firm retained to perform audit services. In order to assure continuing auditor independence,
the Commuttee penodically considers whether there should be a regular rotation of the independent registered public
accounting fim The Committee ensures that the mandated rotation of the independent regrstered public accounting
firm's personnel occurs roulinely and 1s directly involved in the selection of Emst & Young's lead engagement partner.

The C has policies and p pre-app! | of services provided by the |ndependenl
public g firm and 1s tor the audit fee with the of the
d public 1g firm At the beginning of the fiscal year. the Committee pre-approves lhe
of the indepe public 1g firm to provide audit sefvices based on fee estimates The
C als audit-related services, tax services and other permissible services, based on

spectfied pro;ec( and servlce delmls tee estimates. and aggregate fee limits for each service category The Commitiee
receives a reporl at each meeting on the siatus of services provided or to be provided by the independent registered
public accounting firm and the related fees and all fees are approved

The affimnative vote of a majonty of the shares cast at the annual meeting 1s required 10 ratify Ihe reappointment of
Emst & Young for the 2014 fiscal year The Committee beleves that the continued relention of Emst & Young to serve
as Venzon's public firm 1s 1n the best interests of Venzon and its sharehoiders If this
appointment is not ratified by the s| the Ci will 1its decision

One or more representatives of Emst & Young will be at the 2014 Annual Meeting of Shareholders They wilt have an
to make a t and will be to respond to

The Board of Directors recommends that you vote FOR ratification.
17

Compensation Committee Report

The Human Ci has anc d d the Comp D 1 and Analysis with
managemenl, Based on such review and the C to the Board of Directors, and the
Board has approved, the mciusion of the Compensation Discussion and Analysis in this proxy statement and the
Company's Annual Report on Form 10K

Respectfully submitted,
Human Resources Committee
Joseph Neubauer, Chalperson
Richard Camién
Melanie Healey
M Frances Keeth
Clarence Otis, Jr
Gregory Wasson

Dated February 25, 2014

Compensation Discussion and Analysis

The Human Resources Committee of the Board of Dlrec(ors the lopt and i 1 of the total
compensation program for Venzon's named officers. Tl this and analysis of compensation,
we refer 1o the Board of Directors as the Board and the Human R [of ittee as the C

For 2013, Venzon's named executive officers were

Lowell C McAdam Chairman angd Chief Executive Officer

Danicl S Mcad Executive Vice President and President and Chief Executive Officer — Venzon
Wireless

Executive Vice President and Chief Financial Officer

Executive Vice President and President — Verizon Enterprise Solutions
Executive Vice Presidont — Public Policy and General Counset

Francis J Shammo
John G Stratton
Randal S Milch

Execuhve Summary

Venzon's strategy 1s to build on the strength of our network as a plalfom\ for {uture grow(h and innovation. To that end. in
2013 we focused on the growing areas of our business — mobilily, broadband, video, cioud services and secunty We
also passed a stralegic mdestone, entenng into a transaction thal would give us sole ownership of Venzon Wireless.
which we expecl to enable us to better leverage our assels and capabililics across our business going forward Under

the leadership of our management team, our soltd on our and our focus on our
financial objectives delivered sirong results in 2013 These included
Change from
Perdormance Metnc 1 2013 Result 2012

Adjusied EPS $284 26 8%

Total Revenue $120 68 4.1%

Froo Cash Flow $22.28 45 1%

Retum on Equity 236% 654 bps

1A of non-GAAP to the most directly comparable GAAP measures can be found in Appendix C

1o ttus proxy statement

As discussed in greater detail below, based on Verizon's strong financial performance in 2013 and total shareholder
retum over the past three years, the 2013 shorlitemm incentive award was paid at 110% of its targeted level and the
performance stock units granted in connection with the 2011-2013 long-lenn incentive award vested at the 100% level
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y of C Program and Practices

Our commitment to adopting industryJeading and g e 1S in the design of our
compensation program Some of these elemenis inchude
Pay-forf A 80% of our named execulive officers’ annual (olal compensation opporturuty
Is vanable. at nsk and incentive-based The pamary components of our execu(lve
compensation program and theiwr of the tolal
opporturuty are as follows
. 90% vanable. incentive-based pay — compnsed of an annuat cash incentive
based on of pi goals and a long-t
incentive n the form of an equl!y-bascd award that vests after three years and
is composed of PSUs and RSUs
- 10% fixed pay - annual cash base salary
In additron, the compensation program does not include other forms of fixed,
non-performance related pay, such as guaranteed pension and supplemental retirement
benefits
Benchmarking Total The C 's tolal pe ity against a
Compensation single peer group. refered (o as ll\e Related Dow Peers and described beginning on page
32 and tn Appendix B The Ci the 50 th of the Related Dow
Peers for {olal compensation opponumly with further consideration given to the tenure and
overall level of 3
Evaluation of Potential When reviewing the compensation program and the performance metncs used under the
Linkage between program. the Committee considers the impact of the compensation program on the
Compensalion and Company's nsk profile The Commuttee believes that Venzon's compensation program has
Rusk Taking been structured to provide strong for to balance nsk
and reward consisient with the Company’s P nsk efforts
Sharcholder Outreach At (he request of tha C: and the C 's

Program consultant, Pearl Meyer & Partners {the Consultant), engage in a semiannual sharsholder
outreach program with certain institutional investors to discuss the design and operation of
Venzon's program and the Consuttant provide a
1eport to the Commuttee on the resulls of that outreach. The Commuitee believes this
program provides opporturulies for shareholders 1o provide input on Venzon's executive
compensation program and policies in addition to the annual say-on-pay vote

‘The Role of Sharoholder Say-on-Pay Votes and Sharehoider Outreach

‘The Compay provides its sharoholders with the opportunity to cast an annual advisory vote on executive compensation
(say-on-pay) At the Company's Annual Meeting of Shareholders held in May 2013, approximately 89% of the votes cast
on the say-on-pay proposal were voled in favor of the The Ci this vote as demonstrating

strong shareholder support for the Company's

Based on the shareholders’ strong support for the Company’s say-on-pay proposal in 2013 as well as i each of the
preceding years that a say-on-pay vote has been held and the discusstons with the Company's invesiors dunng the

program above, the Company continued to apply the same cffective
pnnciples and above and 4 more fully below thal have been applied in pnor years when
making compensation docisions for 2013

Role of Benchmariung and Peer Group Selcchon

The Commiitee believes that it s appropnate to use (he same peer group to pay and

to evaluate Venzon's relative stock pefformance under its long-tem incentive plan For thus
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purpose, the Committee uses a single pecr group that includes the 29 companies (other than Venzon) mn the Dow Jones
Industnal Average, plus Venzon's four fargest industry competitors that ara nol included in the Dow Jones Industnal
Average This group 1s referred to as the Related Dow Peers. The Committee believes that this group of companies,
compnsed of similarty-sized companies based on market capilalization, net income, revenue and total employees that
are included in an established and recogruzable index, as well as Venzon's four other largest industry competitors, 1s
appropnate for the dual purpose of pay and g relative stock

under the long-term plan b the in the Related Dow Peers represent Venzon's pnmary
compelitors for executva talent and investor dollars. Moreover, this peer group s self-adjusting so that changes In the
companies included in the Dow Jones industnal Average are also reflected in the Relaled Dow Peers over time. For this
reason, the Committee believes that the Related Dow Peers provides a of Venzon's

and makes 1t easier for to luate, momitor and Venzon's program

To whether the for are and . the C
compares each named executive offices’s total —which the aggregate total amount
of the executive's base satary and target award amounts under the short-temn and long-term incentive plans - to the total
for n at peer companies The Commuttee generally
references the 50 th percentile of the Related Dow Peers for total compensation opportunity, afthough the total
compensation opportunity may be above or below the 50 th percentile depending upon the tenure and overali level of
responsibilty of a p: The C beleves that this ls an appmpnale targeted level of total
compensation opponumty because of Venzon's on p pay and Venzon's size
relative to the Related Dow Peers Actual tolat cumpensallon may fall above or below the targeted percentile based on
annuat and longtem performance resulls.
Appendix B to this proxy statement includes a chart that Ists the companies included in the Related Dow Peers for 2013
therr market 1as of D 31, 2013, as reporied by Bloomberg, and their net
income altnbutable to the company, revenue and total number of employees. as of each company’s most recent fiscal
year-end as reported in SEC filings.

Compensanon Ob;ochvcs and Elemonts ol Compcnsatlon

Compensation Objectives

Venzon's P program (s o
«  Algn executives’ and shareholders’ interests through the use of p based ion, and
«  Atlracl. retain and b tigh- .
To promote a perfformance-based cuflure that further links the of and the Ci
has developed a compensation program that.
+  focuses y on variable. based with fixed in the form of
base salary constituting only approximately 10% of each executive’s total compensation opporturuty, and
+  does not include such fixed as g defined benefit pension and supplementat
pension benefils.

in esmﬁllsmng the mix of incentive pay used in the Company’s pay-ft program, the C:
the imporiance of meeting the Company’s short-termn business goals with the need to create shareholder vajue over the
longer term To help ensure thal the interests of execulives remain closely aligned with the inlerests of shareholders,

target longt ) Oppof more than twice the iargel compensation opporiunilies related to
shortdemn performance

Additionally, the Company's compensahun program fealures three-year long-t nwards Juding PSUs
subject 1o both d 1 based vesting and fo to

remain with the Company. RSUs th:n ves( based on the executive’s continued cmp|oymenl thrvugh the end of the three-
year performance cycle.
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Elements of Compensation
In setting total compensation at levels. the C the approp balance between

. Fixed and vanable pay elemenis;
. Shart- and long-term pay elements, and
. Cash and equity-based pay elements

The g table the pnncipal of Venzon's p program
Pay Element | Characteristics | Primary Objective
Base salary Annual fixed cash compensation Attract and compensate high-
performing and expenenced
execulives
Shortdemm mcentive opporiunity (STI} | Annual vanable cash P {o achieve
based on the achievement of annual challenging short-temn performance
performance measures goals
Long-t incentive opp y (LT1) | Long-t« vanable equity awards Align executives™ interests with those

granted annually as a combination of of shareholders to grow long-tenm
PSUs and RSUs value and relain executives

As discussed above, the Ci the 50 thp ile of the Related Dow Peers to benchmark the total
compensation opportunuty of each of our named execunve officers. However, the Committee does not benchmark each
element of a named ive officer's total y Instead, with the Ci ittee's

hased cufture, the Commitiee has determined that a substantial majonly of each named

execuuve Ofﬁf‘l’fs total compensation opportunity should be vanable and performance-based Accordingly, the
[t nis to allocate ay 10% of each execulive's total compensation

opporturty in the form of base salary, appmxlmalery 15% to 25% n the (onn of shorttermn incentive. and approximately
65% 10 75% In the form of long-term incentive

The g charl the of the named executive officers’ total compensation opporturuty
for 2013 between elements that are vanable performance-based and fixed pay

The named executive officers are also A;h-g“ll;le to vece‘l‘vé r‘ne&nca‘l."d.ls;l;lhty and savings pla-n béndils that are generally
to all yees, as well as centain other benefits that are descnbed under "Other Efements of the

p
Totai C Program” on page 40.
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2013 Annual Base Salary

To determine an executive's base salary, the C n ion with the C , reviews the
pay practices of the Rejated Dow Peers for and the scope of the executive's
respons:bility and experience In particular, the Commlllee focuses on how base salary levels may impact the market

of an ’s total opportunity. The Ci also its of the
other named executive officers with the CEQ. Based on its the C a base salary increase
1n 2013 of 12 5% for Mr. Mead, 10.7% for Mr Shammo, 7 4% for Mr Stratton and 3 1% lol Mr Miich, The base salary
fevels of the named executive officers were adjusled with the goal of providing a total compensation opporturuly that
more closely the 50 th within the Related Dow Peers, with
approximately 10% of each named execlmve omcen‘s total in the form of base salary
In 2013 the independent members of the Board approved an increase of 7. 1% for Mr McAdam This is the first base
salary that Mr. has since 2010 when he was promated to the posilion of President and Chiefl
Operating Officer of Venzon

2013 Short-Term Incontive Compensation

The Venzon Shon -Term Incentive Plan, which 1s refemmed to as the Short-Term Plan, motivates execulives 10 achieve
goals Each year, the Commiltee establishes he polential value of the opportunities
under the Snm-Term Plan as wel! as the perfformance targets required to achieve these opportunities.
The Commuttee sets the values of the Short-Term Plan award op| asa of an ive's base
salary. The applicable percentage for each named executive officer 1s based on the scope of the executive's
po! and on the pay of the Related Dow Peers. These award opportunities are

at target and levels. The Shon-Term Plan award opportunities at the threshold, target
and maximum fevels for each of the named executive officers are shown in the Grants of Plan-Based Awards table on
page 46
The following chart shows the 2013 Short-Term Plan target award opportuntly for each of the named executive officers

2013 Shor-Term Plan

Target Award Opportunity
Named Executive Officer ()
Mr, McAdam 3.750.000
Mr. Mead 990.000
Mr Shammo 852,500
Mr Stratton 797.500
Mr Milch 737.000
The 2013 target award opportunities for our named officers, exp! as a p ge of base salary, did not

increase from (he target levels established for their 2012 award opportunities Whether, and the extent to which, the
named executive officers eam the targeted Shorl-Term Plan award i1s determined based on whether Venzon achieves
by the C al the of the year.
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Determination of Annual Performance Measures

The Committee reviews and the for the Short-Term Plan on an annual basis to help

ensure Ihat the program design {0 achieve financiat and operational

performance goals In the first quarter of 2013, the Ci and app: the annual financial and
for all g the named officers, and ascnbed to

each the weighting shown below as the perceniage of the (olal Short. Tetm Plan award opporturity at target level
performance

v .. 2013'Short-Term Ptan Pertormance Messure:

Consistent with 2012, the Commitiee based the Short-Term Plan award for atl
including the named executive officers, pnmanly on three Comparty-wide financial
by specmc goals for adjusted EPS, revenue and free cash flow These three measures were selected to reﬂecl the
Company's goals of pe! . overall growth in the Compary and effictent use of
capital The Commlllee believes that these are to the Company's
executives to achieve outstanding shortterm results and, at the same time, help buiid long-term value for shareholders

Adjusted EPS The Committee also views adjusied EPS as an imporlant indicator of Venizor's success The
Commiliee assigns the greatest weight to adjusicd EPS in determining awards under the Short-Term Plan, because it 1S
broadly used and by i asa indicator of Venzon's angoing operational performance and Is a
clearly defined indicator of the Company's Adjusted EPS and items,
inctuding but not imited to impaimments and gains and losses from di i

changes In accounting pnnciples, the net impact of pension and post-ctirement benefit costs. extraordinary items and
restructunngs As a resuft, adusted EPS 1s not positively of negatively impacted from penod to penod by these types of
items, so the Committee believes it better reflects the relative success of the Company's ongotng business

dated total revenue goals as an important mndicator of the
also reflects the level of penelration

. The C also views of
Company's growth and success in its capital This
of Venzon's products and services in key markels.

Free Cash Flow. The Commilttee views consoldatod froe cash flow as another important indicator of Venzon's
success in defvenng shareholder value, because investors often consider {ree cash flow as par of ihair equity valuation
models Free cash flow is by capilal expendil from cash flow from operations. The
Commutice believes that this type of cash flow measure i1s refevant for Venzon bccause Venzon's busmesses require
significant capital investment, and the leve! of free cash flow reflects how i is ging ils capital
expenditures Free cash flow also provides an indication of the amount of cash that (he Company has available to relum
1o shareholders 1n the form of dividends and 1o reduce its outstanding debt, both of which we consider to be important
goals
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Diversity. The Company 1s committed to promoting diversdy among its employees and to recognizing and encouraging
the contnbution of diverse business pariners to the Company's success To reflect that important commitment, the 2013
performance measures also include a diversity measure For 2013, the Comnuttee detenmined that the diversity target

would be d for these by the p of new hires and promotions et and above the manager jevel
consisting of minonty and female candidates and the levels of suppher at the cort level with minonty- and
female-owned or operated firms

The value of the Short-Term Plan award opporlunity with respect to each vanes dep: "G on the

Committee’s assessment of the Company's performance with respect to that measure. The Committee also has the
discretion to modify awands based on other factors that it deems approprnate,

In addition, under the Short-Term Plan no awards may be paid if Venzon's retum on equity for the plan year, calculated
based on adjusted net income (ROE), does not exceed 8%, even if some or all of the other performance measures are
achieved,

2013 Annual Performance Measures

The 2013 annual ce for all the named officers, were

«  Anadjusted EPS target range of $2.52 10 $2.66,

+ A consolidated total revenue target range of $121 4 billion to $122 0 billion,

- Aconsolidated free cash flow targel range of $20.8 billion to $22 4 billton, and

= Adversity target of () having 50% of new hires and promotions at and above the manager level consist of
minonty and female candidates, and (i) directing at least 10% of the overall supplier spending at the corporate
level to minonty- and female-owned or operated fimms.

2013 Company Results and Annual Performance Awards
in 2013, Venzon reported generally strong results. Venzon's 2013 results * included

«  ROE of 23 6%.

+  Adjusted EPS of $2.84, which exceeded 1he target range,

«  Consolidated lotal revenue of $120 6 billion, which was jusi below the target range,

+  Consobdated free cash flow of $22.2 billien, which was withun the target range; and

«  Diversity in new hires and promotions above target and supplier above target
performance,

After g the leve! of with respect to each perfomance measure, and apprylng ts business
he C:

judgment based on its assessmenl of the level of of each goal indivi y and
and, for Mr, McA of the Board, the finat Short-Term Plan awards at a

percentage of the Iargel bvel for afl pammpams For 2013, the payoul perceniage was deterrmined 1o be 110% of the
target level for all g table shows the amount of the Short-Term Plan awards paid o

each named executive officer

Actual 2013
. Short-Tenm Plan Award
Named Executive Officer $)

Mr McAdam 4,125,000
Mr Mead 1,089,000
Mr Shammo 937.750
Mr Stratton 877.250
Mr Milch 810.700

1A of non-GAAP to tha most directly comparable GAAP measures may be found in Appendix C
to thus proxy siatement
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Lonq-Term lm:enuve Compensadon

The Venzon Long-Term Incentive Plan, which is refemred to as the Long-Term Plan, s |n(cnded to reward pamccpanls 'Ol
the creation of long-term shareholder value over a three-year penod and furlher ink
In the duration of the cycle under the Long-Term Plan, u\e Commmee
believes that itis mpﬂﬂa"l to establish a penod that 1s longer than one year in order to meaningfully evatuate the
of k ies and the effect on value created for shareholders Based on this consideration, the
C that a three-y o cycle for the Long-Term Plan awards was appropnate

Consistent with the three pnor award cycles, the 2013 PSUs are payable in cash and the 2013 RSUs are payable n
Venzon shares. The Committee believes that paying PSUs in cash and RSUs in shares creates an appropriale balance
the potential st dilution from paying awards in shares and cash flow considerations, and that both
types of awards further align executives’ interesis wilh those of Venzon's shareholders as the utimate values of the
awards are based on the value of Venzon's common stock In addition. paying the 2013 RSU awards in shares 1s
consistent with Venzon's policy of requinng a significant level of equity ownership by our named cxecutive officers

The value of cach PSU is equal to the value of ane share of Venzon common stock and accrues dividend equivalents
that are deemed to be reinvested in PSUs The dividend equivalents are only paid to the extent that PSUs are vested
and eamed The Commitiee detenmines an executive's total compensation opportunity by assuming that he or she will
eam 100% of the PSUs Initially awarded in any performance cycle However. the number of PSUs that are actually
eamed and paid is delermined based on Venzon's of the p: goals over the three-
year performance cycle The final value of each PSU 1s based on the closing pnce of Venzon 's common slock on the
last trading day of the year that the performance cycie ends As a result, awarding PSUs provides a strong incentive to
executives to defiver value to Venzon's shareholders

On the date the long-term incentive Is awarded, the Commitiee also establishes the number of RSUs that may be eamed
based on the executive’s continued employment with the Company through the end of the three-year award cycle as
reflected in the award agreement The value of each RSU 15 equal to the vafue of one share of Venzon common stock
and accrues dividend equivalents that are deemed to be reinvested n RSUs The dividend equivalents are enly paid to
the extent that the RSUs vest The 2013 RSU awards are payable in shares at the end of the threeyear award cycle and
provide both a and a p as the value of the award depends on Venzon's stock
pnce The Committee delemunes an executive’s total compensation opportunity by assunung he or she will eam 100% of
the RSUs awarded

2013 Long-Term Plan Award Opportunities

Consistent with the 2012 awards, for 2013, each of the named executive officers received 60% of therr 2013 Long-Term
Plan award opportunity In the form of PSUs and 40% of their award opportunity n the form of RSUs Two-thirds of the
PSUs are eligible to vest based on Venzon's relative TSR performance and one-third is eligible to ves( based on
Venzon's cumulative free cash flow This allocation reflects the C 's focus on rag

relative TSR performance and free cash flow creation and the retention of the Company's mghly-quallﬁcd execulive
team.

The Commuttee generally establishes an executive's Long-Term Plan (argef award opportunily as a percentage of the
excecutive’s base salary The Long-Tenm Plan target award opportunity for each of the named executive officers in 2013
was 625% of base salary for Mr McAdam, 525% of base salary for Messrs. Mead, Shammo and Stratton and 500% of
base salary for Mr Miich The target award opporiunities for the named executive officers increased over their 2012
target award opportunities solely as a result of their base salary increases identified above (1 e, their target award

asa of therr base salanes, did not change) The Committee determined that fhese
award Jevels were appropnate so that each execitive’s target annual Long-Term Plan award opportunity would constitute
a signuficant portion of the executive’s benchmarked total compensation opportunity consistent with the objectives of the
Company s pay{or-performance program The target award opportunity for an executive is allocated between PSUs and
RSUs as noted above, and the target award opportunity aflocated to each type of award 1s converted into a target
number of shares using the closing price of Venzon's common stock on the grant date,
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The following table shows the larget value of the awards granted to the named executive officers dunng 2013 in
connection with the annual long-term incentive compensation opporlunity Additional detail regarding the 2013 PSU
awards, the follows the table

2013 Long-Term Plan
Target Award Opporturity
Named Executive Officer ()

Mr McAdam 9,375.000
Mr Mead 4,725,000
Mr. Shammo 4.068.750
Mr. Stratton 3.806.250
Mr Milch 3,350.000

Torms of 2013 PSU Awards

Two-thirds of the number of PSUs awarded are eligible 1o vest based on Venzon's TSR as compared 10 the TSRs of the
companies in the Retaled Dow Peers, as constituted on the grant date of the award. over the 2013-2015 performance
cycle One-lird of the number of PSUs awarded 1s eligible to vest based on Verizon's cumulative ree cash flow over the
2013-2015 cycle P agamnst the targets by the C at the

of ihe performance cycle

TSR Metric. With respect to PSUs that vest based on refative TSR performance (TSR PSUs), the foliowing chart shows
the percentage of the TSR PSUs awarded for the 2013-2015 performance cycle that will vest based on Venzon's relative
R po: 0] p with the pa in the Related Dow Peers

Venzon's TSR dunng the three-year performance cycle must rank at least 15 %, or at the 58 th percentile, among the
Retated Dow Pecrs in order for 100% of the target numbar of TSR PSUs to vest. Similarty, the maximum number of
TSR PSUs (200% of target) will vest only If Venzon's TSR dunng the three-year performance cycie ranks among the top
four companies (n the Related Dow Peers, which s to the 91 st or higher if Venzon's TSR dunng
the three-year performance cycle ranks below 25 th . or below approximately the 27 t percentile of the companies in the
Related Dow Peers, none of the TSR PSUs will vest

Free Cash Flow Metric. The percentage of PSUs awarded tor the 2013-2015 performance cycle that will vest based on
Venzon's cumulative free cash flow (FCF) (referred to as FCF PSUs) will be determined based on the extent to which

Venzon's FCF over the

tycle meets or exceeds the cumulative FCF
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performance levels that were by the Ci at the of the cycle. FCF s
by g capital from cash flow from operalmns and I1s subject to adjustment to efiminate
the financial impact of s|g-mhcanl transactions, changes in Jegal or regulatory policy and other extraordinary stems.

At the end of the performance cycle, the number of FCF PSUs that will vest, if any. will be determuned by companng the
actual perfomance of the Company against the The FCF target for the 2013-2015
performance cycle was set at a level that the Commitice Dellzves may be challenging in light of the economic
environment, but attainabie. The number of FCF PSUs that will vest will range from 0% ff performance 15 below the
threshold cumulative FCF level and up to 200% for perfarmance at of above the maximum cumulative FCF level The
number of FCF PSUs that wilf vest in and levels will be detemined by tnear
interpolation between vesting percentage levels.

2011 PSU Awards Eamed in 2013

Wilh respect to the PSUs awarded in 2011, the Committee delermined the number of PSUs that vested for a partcipant
based on Venzon's TSR for the 2011-2013 three-year performance cycle relative to the TSRs of the Related Dow Peers
as constituted on the date the award was granied The following table shows the percentage of PSUs awarded for the
2011-2013 performance cycle that could vest based on a range of Venzon's relative TSR positioning campared with the
companies in the applicable Related Dow Peers

Comesponding Relatve

Venzon's Relative TSR TSR Percentie
Ranking Among the Ranking Among the Percentage of
Companies in the Companies m the Awarded PSUs
Related Dow Peers Related Dow Peers that will Vest
1-4 911 to 100 th 200%
5-8 791n to B8 th 175‘/.
9-12 G_Z n to 76 th
I 13~ 16 55 h to 64 th
RadeLLALs.
17-21 39t to52nd
2-25 27Th to36th
26-34 0to24th

Over the three-year perfformance cycle ending on December 31, 2013, Venzon's TSR ranked 13 th, or at the 64 th
percermle when compared 1o the Related Dow Peers. As a resull of this achievement, in earty 2014 the Committee
approved a payment to all p g the named officers, of 100% of the number of PSUs awarded
for the 2011-2013 cycle, plus d idend fents credited on those PSUs that vested pursuant to the
terms of the award As a result, even though the Company achieved p atthe 64 th of the Related
Dow Peers. the named executive officers only recetved the larget number of PSUs granted. plus dividend equivalents

Other Elements of the Totnl Compensa(wn Program

The Company also provides the named executive officers with certan fimnited personal benefits as generalty descnbed
below None of the named executive officers 1s eligible for any tax gross-up payment in connection with any of these
benefits, inciuding with respect to the excise tax tability under Intemal Revenue Code Section 4999 refated to any
Section 280G excess parachute payments.

Transpertation
The Company provides certain aircraft and ground transportation benefits to enhance the satety and secunty of certain
named executive officers. These transporialion benefits, even when as a pergy under EC

rutes, also serve busnncss purposes as !hey {requently enhance the ability of the executive to attend to business mallers
while in transil Addti y-provided 11s included 1n footnote 4 o the Summary

Compensation Table on page 45
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Executive Life insurance

The Company offers the named executive officers and other executives the opponunlly to participate in an executive life
insurance program in lieu of participation in the Company's basic and The
executives who elect to p: pate in the life program own the hle insurance pohcy and the
Company provides an annual cash payment 10 the execulives to defray a portion of the annual premiums Additional
information on this program ts provided in footnote 4 to the Summary Compensation Table on page 45

Financial Planning

The Company providos a voluntary Company-sponsored financial planning benafit program for the named executive
officers and other executives Additional information on this program is provided in footnote 4 to the Summary
Compensation Table on page 45

Retiremont Benefits

In 2008, the C that pay in the form of pension and

benefits was not consistent with the Company's pay- culture. i June 30, 2006,

Venzon froze all future pension accruals under ns managemen( tax-qualified and supplemmlal defined benefit retirement
plans These legacy retirement benefits that were previously provided to Venzon's named executive officers are

descnbed in more detail under the sechion titted “Pension Plans” beginning on page 48

During 2013, all of Venzon's named execulive officers were cligible to participate in the Company's lax-qualified and

nonqualified retirement savings plans These plans are descnibed in the section tilled "Defined Contnbution Savings

Plans” beginning on page 50

Severance and Change In Control Benefits

The Committee believes that g levei of benefits 1s as part of an overall

program designed to aftract, retan and mcmvate the hughest quality management team. However, the Commitice does

not believe that named executive officers should be entitled to recelve cash severance benefits merely because a

change «n control transaction occurs Therefore, the payment of cash severance benefits i1s tnggered only by an actual or

of

The Company was not a party to an employment agreement with any of the named executive officers in 2013 All servor
managers of the Company (including each of the named executive officers other than Mr McAdam) ase eligible to

participate in the Venzon Senior Manager Severance Plan, which provides certain benefits to

whose employ without cause from the Company Mr McAdam is not eligible to participate
in the Senior Managev Severance Plan and s not eligible for cash severance benefits upon a termination,

The Senior Manager Planis 1l with the terms and conditions of Venzon's broad-based
soverance plan that 1s provided to substantially all of Venzon's management employees other than serior managers
Under the Servor Manager S Plan, i a has been without cause or, in the
case of a named executive officer, f the independent members of the Board determine that there has been a qualfying
separation , the participant 1s eligible to recerve a lump. cash equal to a muttipte of fus or her
base salary and {arget shortterm y. along with cont medical ige for the

severance penod To the extent that a senior manager is ehgible for severanca benefits under any other arangement,
that person will not be eligible for any dupt:cative benefils under the severance plan The plan does not provide for ary
severance benefils based upon a change in controf of the Company.

Under the plan, the named executive officers (other than Mr McAdam) are efigible 10 receive a cash separation payment

Consistent with the Commuttee’s belief that named executive officers should not be entitied to receive cash severance
benefits merely because a change in control transaction occurs, the Long-Term Plan does not aliow “single tngger”
accelerated vesting and payment of oulstanding awards in connection with a change in control of Venzon. Under the
Long-Term Plan, if, in the twelve months following a change in contro! the 's t 15 without
cause, all then-unvested PSUs will fully vest at the target level performance, all lhen—u\ves(ed RSUs will fully vest and
PSUs and RSUs (including accrued dividend equivalents) will become payabie on the regulary scheduled payment date
after the end of the applicatle award cycle

Sclected Compensation Policles

Stock Owmership Guidelines

To further ahgn the of Venzon's with those of its the C has ap,
guidelines that require each named executive officer and other executives to maintain certain stock ownershlp levels

«  The gudelines require the CEO to mairain share ownership equal to at least seven times his base salary and
require the other named executive officers to maintain share ownership equal to at least four times their base
salanes,

< Executives are also prohibited from short-selling or engaging in any financiat activity where they would benefit
from a deckne in Venzon's stock pnce.

In g whether an meets the required ownership level, the calculation includes any shares held by the

executive directly or through a broker, shares held through the Venzon tax-qualified savings plan or the Venzon

nongualified savings plan and other deferred ptans and that are valued by reference to

Venzon's stock The calculation does not include any unvested PSUs of RSUs Each of the named executive officers s

n comphance with the stock ownership guidelines, None of the namod officers has d In any pled:

transaction wilh respect to shares of Venzon's stock

R y of Incentive F

The Commmce betieves that it is appropnate that the Company's plans and g! provide for the
of repay of certain i awards end payments if an executive engages in certain fraudulent or other

conduct, A ingly. the C. i has adopted a policy that enables the Company to claw back and

cancel certain Incentive payments received by an executive who has engaged in financial misconduct The Committee
reviews this policy from time to time and will refine the current poficy to take info account changes in applicable law,
Including, for example, any changes that may be required under the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010,

Shareholder Approval of Certain Severance Arrangements

The Commiitee has a policy of seeking or of any new or
gl with an officar that prawdas for a {otal cash value severance payment exceeding 2 99
times the sum of the executive’s base salary plus Short-Term Plan incentive target opportunity The policy definos
severance pay broadly to include payments for any consulling sorvices, pay to secure a
payments {o settle any iitigation or claim, pay to offsel tax or benefits that are not generally
available o simularly-siluated management employees and payments m excess of, or outside, the terms of a Company
plan or policy.

Tax and Accounting Considerations

Federal income tax law generally protubits p\mhclymcld P from pald toa named

based on a formula equal to two times the sum of their base salary and target shorttemm incentive opportunity Other
senior manager parlicipants are eligible to receive a cash separation payment based on a formula equal (o between 0 75 executive officer {other than a ctuef financial officer) that exceeds $1 milon ﬂunng the tax year unless 1t 1s based upon
and two times their base salary and target short-term incentive opportunily depending on their position at the time of their attaining p that are set by the Committee pursuant to a plan approved by the
separation from employment In order to be eligible for any severance benefits. participants must execute a release Company's The C has the y to take any lated actions that «t
satisfactory to Venzon and agree not to compete or interfere with any Venzon business for a penod of one year after their are in the best interests of the Company and its di when to request shareholder gpp,ma|
separation from emptoyment, of the Venzon incentive ptans and wnen to award cumpensallon |hal may not qualify for a tax deduc(lon The Commuttee
n the y of tax for p g to submt
the Long-Temm Plan to the {or apps in 2013, Ci paid fo the namzd execuhve offcors under
the Short-Term Plan, as well as the PSUs
a2
awarded under the Long-Term Plan, are qcnevally intended to meet the based for Compensation Tables

under the tax laws

The Commuttee also considers the effect of cerlain accounting rules that apply to the vanous aspects of the
compensation program available to the named executive officers. The Commuttee reviews potentiat accounting effects tn

whether its actions are i the best interests of the Company and its shareholders The
Committee has been advised by management 1hat the impact of the vanable accounting treatment required for jong-temn
incentive awards that are payable in cash (as opposed to fixed accounting treatment for awards that are payable in
shares) will depend on future stock performance,

Committee Actions Taken After Fiscal Year 2013

On February 6, 2014, the Commutiee recommended, and the Board of Directors appn { djustments lor
Mr, McAdam, and the C: its for Messrs Mead Shammo, Stration and Milch,
In making these decisions, the Commlllee and in the case of Mr. McAdam, the Board, noted that the changes reflect
Venzon's to empl Zing p based pay and p g its officers at
levels commensurate with Venzon's position in the market. For 2014, Mr. McAdam's (algel annual longterm incentive

ge of base salary, was increased from 625% to 750%, and the tamet annual short-
(efm mcennve opportunity for each of the named executive officers other than Mr McAd: asap
of base salary, was increased from 110% 10 150%. The base satanes of each of the named executive officers were
increased as follows for Mr McAdam, 6 7%, for Mr Mead, 5.6%, for Mr Shammo, 6 5%, for Mr Stratton, 10 3%; and
for Mr Mich, 8.2% The base salary adjustments are effective March 2, 2014 No change was made to Mr. McAdam's
target annual short-term incentive opportunity, and no change was made to the target annual long-term incentive
opporftunuties for any of the named executive officers other than Mr McAdam.
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Summary Compensation Table

Change m
Penson Vaus
nd

a

Non-Equty  Nonguaffied

Incentwe Plan Deterred Al Oher
c

Stock Optan ¢
Name and Satary  Bonus  Awards!  Awards 2 €arnngs 3 ) Towt
Puncipal Postion  Year ) $) (31 (S) ($) (5) % )
{a) b () id) (8} n tg} (h) (] (0]
Towel C McAdam 2013 1480768 T 9375077 0 4.125000 64 BRG 780874 15826606
Chairman and CEQ 2012 1.400,000 0 8750055 0 3.150.000 213468 535577  14.040.100
2011__1.400 000 0 18752009 9 2 362 500 127.181 480719 23.120499 5

DanelS Mead 2013 880769 U 4725020 0 1.089 000 199.644 286634 7.181067
Exacutve Vice

President 2012 794731 0 4200028 [} 792.000 388,096 225253 6,399.606
and President and CEO

- 2011 725000 0 1.806.258 0 734,063 175217 220101 5660 641
Verizon Wireless
Francs J Shammo 2013 760877 G 4.068.763 ] 537,750 10.475 163476 5.941.061
Executve Vica

Prosdent 2012 698077 0 3675003 0 692,000 9004 139,841 5214.925
and CFO 2011 675000 0 3541778 0 683.438 4495 144351 5051063
John G Stration 2013 715383 0 3306297 [0 877.250 FEAF] 139433 5575493
Executive Vice

Predent 2012 673558 0 3543796 0 668,250 31776 142629 5061009
and Presadent -
Varizon Enterprae
Soutons
RandalS Mah 2013 606.154 D 3350006 ) 810700 73827 129.710 5030087
Exscutive Vice

Prosdent - 2012 48,077 0 3250020 0 643,500 58,366 125949 4725912
Pubfc Polcy and 2011 621154 0 3125042 0 632813 61,182 126026  4566.217

General Counsel

1The amounts n this column reflect the grant date fair value of the PSUs and RSUs computed m accordance with FASB
ASC Topic 718 based on the closing pnce of Venzon's common stock on the grant date The grani date fair value of
PSUs granted to the named officers in the year as part of Venzon's annual long-term incentive
award program and, in the case of Mr McAdam, the special PSU award granted in 2011 in connection with his
appointment to CEO, has been determined hased on the vesting of 100% of the nominal PSUs awarded, which is the
performance threshotd the Company believed was most likely to be achieved under the grants on the grant date The
following 1able reflects the grant date fair value of these PSUs, as well as the maximum grant date farr value of these
awards based on the closing pnce of Venzon's common stock on the grant date if, due to the Company's performance
dunng the applicable performance cycle, the PSUs vesled al thew maximum level

Grant Date Far Vaue of PSUS Maxmum Valie of PSUs
2011

Speaal cial
2011 Award 2012
Name ) t) St $
M McAdam 5250034 7000031 5250033 5625037 | 10,500,068 14,000,062 10.500,066 11.250 074
M Maad 2283755 NA 2520008 2635012 | 4567510 NA 5040016  5670,024
Mr Shammo 2126 265 NA 2205002 2441260 | 4252530 NA 4410004 4382520
Mr Stration NA NA 2126270 2283759 NA NA 4252540  4567.518
Mr_Mich 1875025 NA_ 1950012 2010004 | 3750050 NA__ 3900024 4020.008

2The amounts in this column for 2013 reflect the 2013 Short-Term Plan award pad to the named axecutivo officers In
February 2014 as descnbed on pages 34-37

3The amounts i this column for 2013 refiect the above-market eamings on amounts held in nonqualified deferred
compensation plans. Messrs  Shammo and Stratton are not eligible for pension benefits. For Messrs McAdam, Mead
and Mich, for 2013 there was a reduction in pension value of $233,803, $48,231 and $13,162, respectively. based on
the formula In with SEC nules, because the aggregate change in the actuanal present
value of the accumulated benefit under the defined benefit plans was a negative number for 2013, the amounts shown in
this column for 2013 for Messrs. McAdam, Mead and Milch reflect above-market eamings only, Venzon's defined
bencfil plans were frozen as of June 30, 2006. and Venzon stopped all future benefd accruals under these plans as of
that date All accruals under the Verizon Wireless pension plan were frozen as of December 31, 2006
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4The following table provides the detail for 2013 compensation reported in the “All Other Compensation™ column

Company Company Tompany

Personal Personal  Ci C C

Use of Use of to0 the to the 10 the Life Al Other
Company Company  Quaked Nonquatiied Insuranoe Compensation
Arcrafta  vehice®  Savings Pan  Deterral Phn Benefit© Other d Total
Name [13] 3 $) {8} (5) [13] )

Mr MicAdam 120,304 4293 19.050 315233 168,253 153,741 780 874
Mr Mcad 0 0 19.050 104 241 144 424 18899 286 634
Mr Snammo 14.462 [ 14712 92637 31665 10,000 163.476
Mr Stratton o 0 19.050 83184 27,199 10 000 139.433
Mr_Mich [} [ 19.050 8,742 21,918 10,000 129710
aThe cost of the | use of a Company arcraft is determmined by mufliptying the total 2013

personal flight hours by the incremental aircraft cost per hour The incremental aircraft cost per hour is denved by adding
the annual arcraft maintenance costs. fuel costs, arcrafl tnp and crew inp and then dividing by
the total annual flight hours

bThe aggregate incremental cost of the personat use of a Company vehicle is determined by (i) cakculating the
incremental vehicle cost per mile by dividing the annual kease and fuel costs by the total annual mules, (1) muttiplying
the total 2013 personal miles by the incremental vehicle cost per mile, and jii) adding the incrementaf dnver cost (the
2013 dnver hours for personal use multiphed by the dnver's hourly rate)

cExecutive hfe Is to on a voluntary basis. Executives who choose {o participaie in this
program are excluded from the basic and fe gl that Venzon provides to management
employees. The executive owns the insurance policy and 15 resp for paying the p However, Venzon
pays each execulive an amount, which 1s shown in this column, that is equal 1o a portion of the premum Executives
who choose not to p: pate in the five bfe insurance plan do not receive that payment. For all named executive
officers the executive iife Insurance policy provides a death benefit equal to two times the sum of the execulive’s base
salary plus tis shortterm incentive opportunity at 67% of target level if the dies before a desi d date. For
Messrs McAdam, Mead, Shammo and Stratton, this date is the latest of the participant’s retirement date, the date on
which the participant reaches age 60 or the fifth anniversary of plan participation For Mr. Mikch, this date is the earlier of
five years post-retirement or the date on which he reaches age 65.

dThis cotumn represents the lotal amount of other perguisites and personal benefits provided These other benefits
consist of (i) for Mr McAdam, non-recumng expenses for home secunty. {i) for Mr Mead. financial planning services
and personal travel, and (i} for Messrs Shammo, Stratton and Milch, financial planning services The Company
provides each of the named execulive afficers who elect to participate in the financial planning program with a financral
planning benefit equal to the Company’s payment for the services. up to $10,000 The aggregate incremental cost of
personal travel for Mr Mead 1s equal to the direct expense related to his spouse’s attendance al a business cvent at the
request of the Company. These cxpenses include lodging, ground transportation, meals and other travel-refaled lems,

5As descnbed in foolnote 1, this amount Includes the grant date fair value of the special equity award granted to

Mr McAdam in 2011 1n connechion with his appointment to CEO, with 70% of the award opporturity in the form of
PSUs and 30% tn the form of RSUs, which may become payable after the complebion of the five-year performance
cycle ending July 31, 2016, provided that Mr. McAdam remains continuously employed, subject to the temms of the
award agreements The number of PSUs that will vest al the end of the five-year p e cycle will be

based on Verizon's average annual ROE dunng the perffomnance cycle, and to the extent the performance cntena s
achieved, the final award will include dividend equivalents that accrue on the vested portion of the award. No PSUs will
vest unless Venzon's average annual ROE meels the minimum threshold of 10% I Venzon's average annual ROE
meets the target percentage of 15%. 100% of the nominal number of the PSUs granted will vest. A maximum of two
times the nominal number of PSUs granted will vest f Venzon's average annual ROE 1s at least 20% Iif Venzon's
average annual ROE dunng the fivewear performance cycle 1s greater than 10% bt less than 15%. or is greater than
15% but fess than 20%. the Committee will determine the extent to which the PSUs will vest, provided that the vested
percontage must be between 50% and 100% and between 100% and 200%, respectively The award will be settled in
shares of Venzon common stock. and Mr McAdam will be required to hold any shares he receives for at least two
years following the vesting date unless he dies or becomes disabled.
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Plan-Based Awards

The foliowing lable pmvndes m(ormauon aboul lhe 2013 awards granted under the Short. Tem\ Plan and the Long-Term
Plan to each named executive officer.

Grants of Plan-Based Awards

Al Other Al Other

Stack Opton Grant
Awards Awarde Excrcso  Dato
Number of Number of or Base Fax Vakis

Estmaled Fulure Payouls
Under Non-Equity iioentwo

Estmated Fulure Payouts
Under Equry Incentve

Phin Awary 2 D Awards 1 Sharesof Sccurnos Priocof | of Stock
Type Stockor  Undering Opwan and Opton
of Grant Thresholt  Target  Maxmum Threshod Targel Maxmum  Unts4  Options Awards Awards S
Name  Awara  Date %) ) 0] (#) @ L] (L) (L] ($/sh) [
)] L (b) 1G] [ {e) (U] (1] h (0] 1] L] (]
N
McAdam STP  — 1875000 3750000 5.625,000
PSU 37812013 37532 117.285 234572 §.625.037
RSU_ V82013 78 191 3750 040
M Mgad  STP  — 495000 990,000 1,485,000
PSU ¥82013 18916 53112 118224 2835012
RSU_ 372013 39,08 1,850 008
wr
Shammo STP — 426250 852,500 1.278.750
PSU 3812013 16289 50902 101804 2441.260
RSU_ 382013 33935 1.627,523
T8
Straton STP  — 398750  797.500 1.196.250
PSU /812013 15208 47618 95.236 2283759
RSU_3/8/2013 31.746 1522 538
Nr Mikh STP — 368 500 737000 1,105,500
PSU 3812013 13411 41810 83820 2010004
RSY_¥82013 27.940 1.340 002
1These awards are in the C D and Analysis on pages 34-39.

2The actual amount awarded in 2013 was paid in February 2014 and 1s shown in column (g) of the Summary
Compensation Table on page 44.

3These columns reflect the potential payout range of PSU awards granted in 2013 to our namied executive officers in
accordancc with the Company's annual long4erm incentive award program, as descnbed on pages 38-40 At the

the threey e cycle, payouts can range from 0% to 200% of the target number of units

awarded based on Verizon's relative TSR position as compared with the Relaled Dow Peers and Venzon's cumulative
free cash flow over the th cycle as in more detail on pages 3840 PSUs and the
applicable dividend equlvalen(s are pavd only and to the extent that the applicable performance cntena lor the award are
achieved at the end of the award cycle When dividends are to . dividend eq
credited on the PSU awards in an amount equal to the dollar amount of dividends on lhc total number of PSUs crcdllcd
as of the dividend distnbution dale and divided by the far market value of the Company’s common stock on that date

4Ths column reflects the RSU awards granted in 2013 to the named executive officers tn accordance with the
Company’s annuaj jong-term incentive award program When are to dividend
equivalents are credited on the RSU awards in an amount equal to the dollar amount of dividends on the total number of
RSUs credited as of the dividend distnbution date and divided by the far market value of the Company’s common stock
on that date

5This column reflects the grant date farr value of each equity award computed in accordance with FASB ASC Topic 718
based on the closing pnce of Venzon's common stock on the grant date. For PSUs, the grant dale far value has been
determined based on the vesting of 100% of the nom.nal PSUs awarded, which is the performance threshold the
Company believes 1s the mosi likely to be actieved under the grants.
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Qutstanding Equity Awards at Fiscal Year-End

Opton Award Stoct Amaids
Equty
Equty Equiy Incorive
trcert.xe Incontve Pian Aarcy
Pln Awanty Plan Awards Mask ot or
Nurber of  Nuwoarol  Number of Number of Payout Ve
Secumies  Securiws  Secuites Numper of Unaamed of Uneamed
Underlying  Underiying Shares o Shawa Unks  Shares Unis
Unsxerciaea Unexercised  Unexercsea  Opicn Ungs of Stock or Othor Rughts &7 Other Righls
Opuone Cptors Uncamea  Exercac  Opiion { That ane Net Thet Have Not  Tnat Hava Not
] © Options  Puce  Expuationl  Vested 1 Vestea ¥
Name Ceercasbie  Unsawicsable ) s Date [ U] b Granl
) o €} ) o [0 {9) " ) Date
M7 Mc Az, [ 0 o 0 [ 92733 a7 21286760 &12011
LAl 744 8570704 VU012
20610 94313 A6M 541 WA201)
W Vesa ] o ° ° ° a6 %02 w79 e vyen
w6 ar s 233581 V2013
K Shammo o ° 0 ° ] 41630 73754 3599701 w2012
24 508 40932 2011358 ya2m3
Ur Suation 0 o o ¢ o 30873 1063 3471151 V22012
w7 321 1831620 V82013
N Mich g ° 0 0 0 % 293 ©4 782 3103387 ¥22012
28804 1418429 3701 1656 067 __¥&2013

1The annual 2012 and 2013 RSU awards vest on December 31, 2014 and December 31, 2015, respectively
Mr. McAdam's 2011 special RSU award vests on July 31, 2016 RSUs accrue quarterly dividends that are reinvested
into the p 's account as RSUs and will be included in the final RSU payment if the awards vest. This
column includes dividend equivakent units that have accrued through December 31, 2013.

2Thus column represents the value of the RSU awards histed in column {g) based on a share pnce of $49.14, the closing
pnce of Venzon's common stock on December 31. 2013,

3The annual 2012 and 2013 PSU awards vest on December 31, 2014 and December 31, 2015, respectively
Mr McAdam's 2011 special PSU award vests on July 31. 2016. PSUs accrue quarlerty dividends that are renvested
into the s account as PSUs. PSUs and the apphcable dwvidend equivalents are paid if and (o the
extent that the applicable PSU award vests, As required by SEC nules, the number of units n this column represents
the 2012 PSU awards at a 119% vesting percontage, the 2013 PSU awards at a 78% vesting percentage, and
Mr. McAdam's 2011 special PSU Award at a 200% vesting in each case accrued dividend
aquivalents through December 31, 2013 that will bo paid to the executives If the awards vest at the indicated levels.

AThis column represents the value of the PSU awards Irsted in column (i} based on a share pnce of $49 14, the closing
pnce of Venzon's common stock on December 31. 2013

Value Realized from Stock Options and Certaln Stock-Based Awards

The following table reports the value realized from the vesting of the following stock-based awards for the named
exocutive officers.

+ 2011 PSUs that vested on December 31, 2013, and
= 2011 RSUs that vested on December 31, 2013

The following table also reports the number of partnership value appreciation nghts {VARs"} Mr McAdam exercised in
2013, which were granted to Mr. McAdam on March 31. 2004, by Venzon Wireless, tus employer on that date.

Mr McAdam exercised his VARs in D 20131 with the impending ion date of the 10 year term
of the award and the expiration of the VAR program on March 31, 2014

In 2014, based on the Company’s relative TSR as compared with the Relaled Dow Peers, the Commiitee approved a
vested percentage of 100% of the target number of PSU awards granted for the 2011-2013 performance cycle for all
partcipants, including the named executive officers The values of the 2011 PSU awards upon vesting for Mr, McAdam,
Mr Mead, Mr. Shammo, Mr Stratton and Mr Milch were $8,165,769, $3,552,093, 53,307,139, $2,799.689, and
$2.916.366, respectively. and the value of the 2011 RSUs upon vesting for Mr McAdam, Mr. Mead, Mr Shammo,

Mr. Stratton and Mr Milch were $5,443,827, $2.368,062, $2,204,759, $1.866.497 and $1,944,244, respectively,
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Option Exercises and Stock Vested

Gpton Awards Stock Awards
Number of Shares Number of Skares
Acquued on Vake Reafzed oy Acqured or: Vale Realzed on
Exerase | Exercre 1 Vestng ? Vesing 2.3
Name ) ) ) )
{0) [C] () {d) (O]
MIr McAdam 420 863 70820093 276.956 13.609.596
Mr Mead [} [} 120475 5.920.155
Mr Shammo o 0 112,167 5.511.898
Mr Swation [ 0 94,957 4.666.186
Mr_Milch [ 0 98.914 4860610

1The option awards listed for Mr McAdam represent VARs granled on March 31, 2004 by Venzon Wireless, his

employer on that date The value reaiized on $63 36, the value of the
Vernzon p nghts on the date the ngh(s were exercised, and $13 89, the exercise pnce

for such nghts. The value of the Venzon ! p nghts was by an dent thurd party
wvaluation in November 2013, in accordance with the terms 01 (he VARs and consisient with past practice

2The amounts include dividend eguivalents that were credited on the PSU and RSU awards that vested on
December 31, 2013 in accordance with the terms of the awards The amounts in this column represent the number of
shares acquired on vesting mutltiphed by $49 14, the closing price of Venzon's common stock on December 31, 2013

3The amounts n this column include $2,960.078 for Mr Mead and $466,619 for Mr Stratton that were deferred under the
Venzon Executive Deferral Plan in 2014 when the amounts would have otherwise been paid

Pension Plans

Effective June 30, 2006. Venzon froze all future pension accruals under its management tax-qualfied and nonqualified
defined benefit pension plans. All accruals under the Venzon Wireless defined benefit retirement plan (tax-qualified and
nongualified) were frazen as of December 31, 2006 Each of the named executive officers other than Messrs  Shammo
and Stration 1s ehgible for a frazen pension benefil

Venzon Management Pension Plan and Venzon Excess Pension Plan  The Venzon Management Pension Plan is a
tax-qualified defined benefit pension plan and the Venzon Excess Pension Plan is a nonqualified defined benefit pension
plan. Messrs, Mead and Miich are efigibie for benefits under the Venzon Management Pension Plan and the Venzon
Excess Pension Plan, Mr. McAdam is not eligible for benefits under either of these plans because he was employed by
Venzon Wireless pnor to January 1. 2007 Under the Venzon Management Pension Plan and the Venzon Excess
Pension Plan, the normal retirement age is age 65 with at least 5 years of service and the early retirement age for
unreduced benefits 15 age 55 wilh 15 or more years of service, and lolal age plus years of service equal to at lkeast 75
Messrs Mead and Milch are eligible for early retirement benefits under the Venzon Management Pension Plan and the
Venzon Excess Pension Plan. For Messrs. Mead and Milch, their benefit under the Venzon Excess.Pension Plan is
based on the cash balance formula noted below, and each of them 15 vested in the benefit.

Until June 30, 2006, Mr. Miich eamed pension benefils under a cash balance fommuta that provided for retisement pay
credits equal to between four and seven percent (depending on age and service) of annual eligible pay for each year of
service. Under the cash balance formula, a participant’s account balance 15 also credited with monthly mnterest based
upon the prevaring market yietds on certain U S Treasury obligations. Ehgible pay under the Venzon Management
Pension Plan consisied of the employee’s base salary and the short-term incentive award, up lo the IRS qualified plan
compensation mit, Pension benefits for all ehgible pay in excess of the IRS imit were provided under he Venzon
Excess Pension Plan based on the cash batance formula At tha ime that the tax-qualified and nongualified pension
plans were frozen to future pension accruals on June 30, 2006. plan p pants wora provided with a i

18 months of benefits as a transiton maiter,

As a former yoe of GTE Wirell Mr. Mead eamed a pension benefit under the Venzon Management
Pension Plan based on the better of two highest average pay formutas The first formula was based
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on 1,35% of hus average annual cligible pay for the five highest consecutive ebgble years of service. The second formula
was based on eligible pay for the five highest consecutive etig:ble years of service and was integrated with social
sacunty, with a 1.15% accrual for el-gible pay under the social secumty integration level and a 1 45% accrual above the
social secunty integration level. Both of these formulas were discontinued on May 31, 2004 for former GTE Wireless
Venzon . and Mr Mcad ceased to accrue a pension under those formulas
on May 31, 2004 Effectlve Oclober 23, 2005, Mr Mcad transfened from Venzon Wireless 1o Venzon, and he started to
agan eam a pension under the better of (1} the 1 35% highest average pay formula or (n) the cash balance formula.
Mr. Mead's service with Venzon Wireless from June 1. 2004 through October 22, 2005 was excluded from any pension
calculation. As noted above, accruals under the 1.35% highes! average pay formula and cash balance formula were
frozen effective June 30, 2006

At tha tme of Mr Mead's transfer from Venizon Wireless 1o Venzon effective Octobor 23, 2005, the value of his
nonqualified benefit was determined as a lump sum. and a nonqualified cash balance account was created under the
Venzon Excess Pension Plan using this value as the opening balance as of November 1, 2005 Mr Mead eamed
retirement pay credits equal to 7% (based on age and eligible service) of annual eligible pay in excess of the pay cap for
each year of service afler October 23, 2005, including monthly interest credits As noted above, accnuals under the
nonqualified cash balance formula were frozen effective June 30, 2006

Venzon Wireless Retirement Plan  In 2001, Venzon Wireless consolidated the pension plans of several predocessor
compantes under the Venzon Wireless Retirement Plan. Mr McAdam s entitied to both a tax-quaiified and a nonqualfied
pension benefit under this plan. Mr McAdam's lax-qualified pension benefit was determined under two formutas: (i) for
the period from January 1, 2001 until May 31, 2004, a cash balance formula that provided pay credits equal to two
percent of annua! eligible pay up to the IRS compensation limit (under the cash balance formula, a participant’s account
balance Is also credited on an ongoing basis with interest credits based upon the 30-year Treasury bond), and (i) a finat
average pay formula based on 24 years of service muttiplied by 1 45% of Mr McAdam's average annual eligible pay for
the five final consecutive years for each year of service through the end of 2006 The nomal retirement age under the
Venzon Wireless Retirement Plan is 65 The early retirement age: (for unreduced benefits) under the plan 13 55

Mr McAdam is eligible for

unreduced early retirement benefits under the plan Mr McAdam's nonqualified plan benefit was determined using the

1 45% final average pay formula and was calculated based on 10 years of service and only included his eligible pay in
excess of the IRS compensation imut through the end of 2006, at which time no further adjustments (o ehgible pay were
recognized under the plan For Mr McAdam, eligible pay consisted of base salary and the shortterm incentive award No
participant under the plan was eligible for cash balance credits under the nonquatified portion of the plan.

The following table illustrates the actuanal present value as of December 31, 2013 of pension benefits accumulated by
the named executive officers, other than Messrs. Shammo and Stration who are not eligible for pension benefits.

Pension Benefits

Present Vaiue of

Number of Years Accumuiated Payments During
Credited Service Benefit 1 Last Fiscal Year
Name Plan Name {#) {3) (%)
(8) b) () ) (e}
Mr McAdam  Venzon Wireless Retrement Plan - Quabfied 30 1,082,237 [
Verizon Wireless Retrement Plan - Nonqualified 102 1.630 091 Q
Mr Mead Venzon Managemeni Pension Plan 35 1.260.100 []
Venzon Excess Pension Plan 82 3.427.986 0
Mr Milch Venzon Management Pansion Plan 20 167.319 [1]
Venzon Excess Pension Plan 92 102526 0

1The values are based on the assumptions for the acluanal determimation of pension benelils as required by the relevant
accounting slandards as descnbed in note 11 to the Company’s consolidated financial statements for the year ended
December 31, 2013, as included i the Company's 2013 Annual Report to However, In with
the requirements for this table, the values are using the five's at the
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earliest age at which he can retire wllhoul havmg the reliremenl benem reduced under the plan. For Mr McAdam, the
are ge y the same as
2The years of credited servu:e for each of Messrs. McAdam. Mead and Mikch with respect 1o the applicable plan is less
than the named execulive officer's number of actua! years of service with the Company. For Mr McAdam, the 10 years
of credited service represents the penod over which he eamed a benefit in the nongualified portion of the Venzon
Wireless Pension Plan For Mr Mead and Mr Miich. the 8 and 9 years of credited service represent the penods over
which they eamed a benefit in the Venzon Excess Pension Plan, respectively

Defined Contribution Savings Plans

The named executive officers are participants in the Company's tax-qualified defined contribution savings plan, the
Venzon Management Savings Plan, which is referred 1o as the Savings Plan. and iis nonqualified defined contnbulion
savings plan, the Venzon Executive Deferral Plan, which 1s referred to as the Defemat Plan The named executive
officers participate In these plans on the same terms as other participants in these plans

Under the terms of the Savings Plan, participants are eligible to defer up to 16% of their eligible pay into the Savings
Plan up to the IRS qualified ptan compensation imit. Venzon provides a matching contribution equal to 100% of the first
6% of eligible pay that any participant contnbutes to the Savings Plan. Under the Deferral Plan, a parficipant may defer
up to 100% of base salary in excess of the IRS qualfied plan compensation {imit, short{erm incentive compensation and
long-term incentive compensation Verizon provides a matching contribution equat to 100% of the first 6% of base salary
and shorl-term incentive compensation that a participant contnbutes to the Deferral Plan Defenals of long-temm incentive
compensation, such as PSUs and RSUs, are not elgible for Company pants in the
Savings Plan and the Defemal Plan are eligible for an additional discretionary prom-shanng conlnbuhon of up to 3% of
eligible pay. in the case of the Savings Plan, and eligible deferrais, in the case of the Deferral Plan [n determining
whether to mahe a profit-shanng contnbution, the Commiitee uses the same cnteria it uses to determine the shortterm
Incentive award paid to employees at the corporate level. For 2013, the discretionary contnbution was 3 0%

Messrs, McAdam, Mead, Shammo and Stratton were participants in the Venzon Wireless Executive Detferral Plan while
they were employed at Venzon Wireless Under the Verizon Wireless Executive Deferral Plan, a participant may defer up
to 100% of base salary in excess of the IRS quakfied plan compensation imit and shortderm incentive compensation
Venzon Wireless provides a equal to 100% of the first 6% of base salary and shortterm incentive

that a 1t to the plan Participants are eligible for an addifional discretionary profit-
shanng contnbution to the Venzon Wireless Executive Deferral Plan of up to 3% of efigible pay and ellglble deferrals. In
determining whether to make a profit-shanng coninbution, the Venzon less Human R uses the
same cnteria used to determine the short-term incentive award paid to employees at the corporate Ievel.

Participants in the Deferral Plan and the Verizon Wireless Executive Deferal Plan may elect to invest their deferals in a
hypothetical cash account that eams a retum rale equal to the long-term, high-grade corpurate bond yield average as

published by Moody's Investor Services or in the other hy options e to all plan p p:
under the Savings Plan Participants in the Deferal Plan and the Venzon Wireless Executive Deferral Plan may
generally elect to receive therr benefits in a lump sum or ts, gona from service or

specific date elected by the participant.
Mcssr‘ Mead and Milch also have account balances under the Income Deferral Plan (refemred to as the IDP) The IDP s
deferred plan that was the predecessor to the Ocferral Plan The IDP was amended lo

lrceze the accrual of benefits under the plan as of the close of b on D 31.2004 F in the IDP
no jonger accrue any addmonal bencf ts other than market-based investment eamings or josses on their individual

No new d after 2004, Participants retain the ability to invest their frozen accounts in the
investment options avanlable under the plan. Participants n the [DP do not receive matching cortnbution credits or
retirement credits under the plan

Messrs McAdam, Mead, Shammo and Stratton aiso have account balances under the Venzon Wireless Executive
Savings Plan (referred to as the ESP) The ESPis a fied deferred plan that was the predecessor
to the Venzon Wireless Executive Deferral Plan, The ESP was amended to freeze the accnsal of benefits under the plan
as of the close of onD 31,2004 P in the ESP no longer
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accrue any additional benefits other than market-based investment eamings or losses on therr individual accourts. No

new defemrals were pemmitted after 2004, Participants retain the ability to ivest their frazen accounts in the investment

options available under the ESP Participants in the ESP do not receive credits or

credils under the plan

The following table shows the 2013 account activity for each named executive officer and includes each executive's
Company eamings. and and the aggregate balance of his

total deferral account as of December 31, 2013

Nonqualified Deferred Compensation

! Aggregate Aggregale
Contributions Contributions Earnings in  Withdrawals/  Balance at

inlastFY 1 inLastFy 2 LostFY 3 Dismbuuons. LastFYE
Name {$) {3) [ 8} )
{o) (b) {c) ()] (e) (U]

M. McAdam Venzon Execulive Defercat Plan 262 546 315233 511,477 [ 5416 347
Verizon Wireiess Execubive Deferral

Plan o 0 20 004 o 457.760
Venzon Wireless Execuuve Savings

Plan [} [ 95.122 0 2,176,724

Mr. Moad Vanzon Execuive Deferral Pian 4,111,189 104,241 1,066,373 [}] 16.466,004

Venzon Income Deferral Plan 0 o 12,648 L] 289.423
Venzon Wireless Executive Deferral

Plan o 0 82,594 o 1.890 019
Verizon Wireless Executive Savings.

Plan 1] 0 84,436 ] 1,506 474

M Shammo Venzon Executive Doferral Plan 71915 92,637 501.553 [] 3.511,39%
Venzon Wireless Executive Deferral

lan 0 0 6.085 ) 139.253
Verizon Wireisss Executive Savings

Plan 1] 0 151,171 [} 1,332 485

Mr, Stratton Venzon Executive Deferral Plan 395023 83.184 491,071 [ 3674118
Venzon Wireless Execulive Deferral

Plan o o 222975 o 2250558
Verizon Witeless Executive Savings

Plan 0 [} 394.201 o 3,601,454

M Milch Verzon Execitive Daferral Plan 833,250 78.742 478,497 [ 4,514,169

Verizon income Deferral Plan Q ] 416,420 0 5,314.501

10f the amounts bsted in this column, the following amounts are also included in the Summary Compensation Table in
columns (c} and (1) for Mr. McAdam, $73,546, for Mr. Mead, $156.442, for Mr Shammo, $30,335, for Mr, Stratton,
$161,135, and for Mr Milch, $24,669

2The amounts listed tn this column are also included in columns (1) and ) of the Summary Compensation Table.

30f the amounts listed in this cotumn, the following amounts are also included in the Summary Compensation Table in
cotumns (h) and ()) for Mr McAdam, $64,886, for Mr. Mead, $199.644, for Mr Shammo, $10.475, for Mr Stratton,
$37,128, and for Mr Milch, $73,527

4The aggregate amounts shown in columns (e) and {f) include the following amounts that were reporied as compensation
to the named executive officer In the Summary Compensation Table in previous proxy statements of the registrant

«  For Mr, McAdam, a total of $2,655,543 was reporied (2008 to 2013),
+  For Mr. Mead, a total of $1,437,873 was reported (2011 to 2013),

«  For Mr Shammo, a tota! of $479,446 was reported (2011 to 2013),

«  For Mr. Straiton, a tolal of $469,484 was reported (2013), and

*  For Mr. Milch, a total of $329,291 was reported (2012 to 2013).

Potenllal Paymonh upon Termlnatlon or Chango m Control

The following summanes and tables descnbe and quantify the po(enllal paymenls and bemms that would be provided to

each of our named officers if a of employ or change i control of Venzon had occurred at the
end of 2013 under Venzon's plans and agr its.

Pay Made upon T

Regardiess of the manner in which a named officer's . the 15 entitled to

receive amounis eamed dunng the term of employment This includes amounls accmod and vesled under our
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pension pians and ied defered plans, which are reported in the “Pension Benefits™ and
Deferred Comp ion” tables above Those benefits are not included n the summanes and tables below

in addition, amounts eamed under our 2013 Short-Term Plan awards and amounts eamed under our 2011 Long-Term Plan
awards are not included in the summaries or fables below Amounts eamed under our 2013 Short-Tenm Plan awards are

ed i the C: Di and Analysis on pages 34-37 and are reporied in the Summary
Compensation Table on page 44, Amounts eared under our 2011 Long-Term Plan awards are discussed mn the
Compensation Discussion and Analys:s on pages 3840 and are reported m the Option Exercises and Stock Vested table
on page 48, If a named executive officer's employ had on D 31. 2013 for any reason other than
for cause, the full amount of the 2013 Short-Term Plan award and the full amount of the 2011 Long-Term Plan awards in
each case 1o the extent eamed, would have been payable. These amounts would be determined and payable at the same
timo as awards are i and paid to par generally under those plans. In the event of a
termination for cause, no amount would havo been payable under these awards

Potential P upon Quafifyi ion or y T Without Cause

Mr McAdam As Chairman and CEQ, Mr McAdam 1s not eligible to participate in the Senior Manager Severance Plan
descnbed below Mr McAdam is also nol a party to an employment agreement with Venzon or any other agreement that
would provide kim with cash severance benefits in the event his Is ly by Verzon
without cause.

Senior Manager Severance Plan  Verizon provides severance benefits to certain employees, including all of the named
exccutivo officers other than the Chairman and CEO, under its Scnior Manager Saverance Plan. Under the plan, a

named executive officer is eligible to receive severance benefits If he exp a "qualfying " from Venzon,
which1s defined as an Y lef at by Venzon without cause, a volunlary termination by the
executive solely due to the execulive's refusal to accapt a fi {as those terms ara

dofined in the plan) or a by the i of the Board that (ho named executive officer has
incurred a qualifying A benefit, if 1s payable to an executive only If the executive
executes a release of claims against Venzon in the form satisfactory to Venzon and agrees not to compete or interfere
with any Venzon business for a peniod of one year after lermunation from employment and atways to protect Venzon's
trade secrels and propnetary information.

If a named executive officer incurs a quafifying separation under the plan, he 1s eligible to recewve the following benefits-
{1) a lump-sum cash separation paymeni equal to two imes the sum of his base salary and tamgel shortterm incentive
opporturuty, and (i) continued medical, dental and vision coverage for two years.

In addition, if {he executive’s qualifying separation occurs pnor to the [ast day of the year, the executive will receive a
prorated Short-Term Plan award for the year in which the ternmination occurs, delermined based on the actual level of
achievement of the performance cntena under the Short-Term Pian for the apphicable year and payable at the time that
awards are payable to pariicipaling employees generally under the plan. To lhe exient thal an executive also becomes
elgtble for severance benefits under any oulstanding agreement. plan or any other amangement, the executive’s cash
severance payment under the Senior Manager Severance Plan will be reduced on a dollar{or-doflar basis by the amount
or single-sum value of the severance benefits payable to the executive under such other agreement, plan or amangement

Other Benefits  Upon an of without cause. a named executive officer would also be
eligible to recerve financial planning and outplacement seNlces for one year following tenmunation on the same basis as
provided 1o other senior executives. However, executives will only be enlitied to receive financial planning services if
they participate in the program in the year in which their employment 1enninates Mr McAdam did not participate in the
financial planmm_z pmgmm 1n 2013 and, as & resul, woulkd not have been entitled to receive financial planning services if
his y on tho last i day of 2013, In addition, under the terms of the executive iife
nsurance plan, eal:h named officer who 1s chgible upon and who {o pay the
annual premiums on the life insurance policy owned by the exccutive would be eligible 1o receive an annual payment
from Venzon to pay a portion of the annual premium until (1} in the case of Messrs. McAdam, Mead, Shammo and
Stratton, the [atest of the executive’s allainment of age 60. the completion of 5 years of plan participation or qualifying
retiremert, or {1} in the case of Mr Miich, the later of the executive’s altainment of age €5 or 15 years of plan

ehgibity 1s g defined as
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having attained 75 points (age plus years of service) with at least 15 years of service. As of December 31, 2013,
Mr Mead had aitained plan matunty and would not have been entitled to receive any additional payments from Venzon
with respect to this benefit if his employ had on the last b day of 2013,

E: d F The following table shows Venzon's estimate o( the amounl of bencfits the named executive
officers would have been enttled to receive had thewr beel by wilhout cause or
terminated for good reason on the {asl business day of 2013 and had mcuned a quahlymg separation under the Senior
Manager Severance Plan

Financial Executve Lije
Cash Separaton Contnued Health Outplacement Planning hsurana: Benefil
Payment Benefits 1 Services 2

Name (8) (%) (3) i85 (S)
M, McAdam 0 [] 0 [] 163.157
Mr Mead 3.760.000 24 700 14.500 10.000 0
Mr Shammo 3.255.000 37057 14,500 10,000 182,534
Mr. Swaton 3,045,000 37.057 14,500 10,000 181,859
Mr. Milch 2.814.000 27.057 14,500 10,000 134,853

1The amounts reflect Venzon's estimated cost of providing medical, dental and vision coverage for two years

2Mr. McAdam did not participate in the financial planning pmgmm n 2013 and, as a resuft. would not have been entitied
1o receive financial planning services if his on the last day of 2013

3if Mr Mead had retired on December 31. 2013 he would not have been entitled to recetve additional company
contnbutions because he had reached plan matuniy as of that date.

Potential Payments upon Death, Disability or Retirement

Under the terms of the executive kfe insurance plan, in the event of disabtlity or a qualifying retrement, a named
executive officer who continues to pay the annual premiums on the Iife insurance policy owned by the executive would
be eligible to receve an annual payment from Venzon to pay a portion of the annual premium until (1) in the case of
Messrs McAdam. Mead, Shammo and Stratton, the latest of the executive's attainment of age 60, the completion of 5§
years of plan org . or {i1) 1 the case of Mr Milch, he later of the executive's altainment
of age 65 or 15 years of plan if the named officer dies, tus beneficiary would be entilied to eceive
the proceeds of the life insurance policy owned by the executive, payable by the third-party 1ssuer of the policy As of
December 31, 2013, Mr Mead had attained plan maturity nnd was no longer eligible to receive any additional payments
from Venzon with respect to this benefit it tus employ on the last day of 2013

Under the Short-Term Plan, if the named executive officer's employ due to death, yora
qualifying retirement pnor to the last day of the year. the executive would be eligible for a prorated Short-Tenm Plan award
for the year in which the termination date occured. determined based on the actual level of achievement of the
performance cntena under the Short-Term Plan for the applicable year and payable at the time that awards are generally
payable to participating employees under the plan As descnbed above, If the executive’s employment terminates on the
last day of the year for any reason other than for cause, the full amount of the Short-Term Plan award, determined based
on the actual level of achievement of the performance cniena under the Short-Term Plan for the applicable year. would
have been payable

In addition, upon death, disability or a qualifying retirement, each named executive officer would also be eligible to
receive financral planning services for one year following termiation on the same basis as provided to other senior
executives, provided that they participated in the program in the year in which their employment terminates. Upon
disability. the named executive officers would also be eligible for disabihty benefits under the tax-qualified and
nonqualified disability plans.
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The table shows Venzon's estimate of lhc amount of benefits the named executive
officers wculd have been entitled to receive had theirr employment terminated due to death, drsability or qualifying
retirement on the last business day of 2013,

Executve Life insurance Benoft Drabiky Boneft Frmancal Plinnng
1 2 E]
Nams [£] $) [¢3]
M McAdaim
Death 8,026,000 0 0
Disability 183,157 1,333,661 ]
Retirement 163 157 ] ']
M, Mead
Death 1,800,000 o 10,000
Disabibity [ 1,228.443 10.000
Retirement [} '] 10 000
M Shammo
Death 2,694 000 0 10 000
Disability 182,534 420,677 10.000
Retrement 182,534 0 10,000
M Statlon
Doath 2.520.000 0 10.000
Disabulity 181.859 423783 10 000
Retiremert 4 ['] [+] (1]
M Milch
Death 2,328,000 Q 10,000
Disabibity 134,853 1.768,505 10,000
Retiremert 134,853 [1] 10.000

1in the event of doath. the amount represents the proceeds from the iife Insurance policy owned by the named executive
officer, payable from the third-party issuer of the policy. In the event of disability or retirement, the amount. if any,
represents the total amount of annual pay to the named officer to pay a portion of the annual premium
of the ife insurance policy owned by him, provided that the named executive officer continues to pay the annual
premiums pursuar to the terms of the execulive Iife insurance program. If Mr. Mead had retired on December 31, 2013,
he would not have been entitled to recetve additional company contributions because he had reached plan matunty as of
that date

2Assumes that each named executive officer would be immediately efigible for long4erm disability benefits from
Venzon's qualified and nonqualified disability benefit plans Messrs Shammo and Stratton do not participate in the
nonqualfied portion of the y benefit. The used to the value of the disability benefits
include a discount rate of § 0% and morlalily and recovery based on the 1987 Nalicnal Association of Insurance
Commissioners Group Disability Table These rales represent the of death or ey bet: the
date of disability and the payment end date The qualified portion of the disability benefit for Messrs McAdam. Mead,
Shammo, Stratton and Milch 1s estimated at $445,974, $410,789. $420,677, $423.793 and $531,385, respectively, and
the portion of the disab benefit for Messes McAdam, Mead and Milch is estimated at $887,687.
$817,654, and $1,177,120, respectively [n order to receive the nonqualified portion of the disability benefit, the
executive must pay the premium associated with the qualified portion of the benefit

3Mr. McAdam did nof partictpate in the financial planning pregram in 2013 and. as a resull, woukd nol have been entitled
to receive financial planning services if h:s employ had i on the last business day of 2013.

4Mr. Stratton would not have been entitled to receive exocutive Iife insurance benefits or financial pkinning benefits
because he had not fulfilled the eligibtity requirements for retirement under the terms of those programs on the last
business day of 2013

Potential Payments upon Change in Control

Venzon does not maintam any plans or arrangements that provide for any named executive officer 1o receive cash
severance or any other cash payments in connection with a change in contro| of Venzon {f the named executive officer's

n with or g a change in control, he would be ehgible tor the same benefits, if
any (hal would become payable to the upol n his under the as above,
Under the Short-Term Plan, if a change in control occurs. all outstanding awards will vest and become payable on the
regularty scheduled payment date
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Equity Awards
As Is the case for all participants under the terms of the Long-Tenm Plan and the applicable award agreements, upon an
nvoluntary termination of employment without cause, death, disability or qualifying retirement. each named executive
officer’s then unvested RSUs will vesl and be paid on the regularly scheduled payment date after the end of the
applicable award cycle and each named executive officer’s then unvested PSUs will vest and be pard on the regulady
scheduled payment date after the end of the applicable award cycle, but only if and to the extent that the applicable
performance cniena for the award are achieved at the end of the applicable award cycle. However, Mr, McAdam's
special PSU and RSU awards granted in 2011 will be forfeited if Mr. McAdam retires pnor to July 31, 2016. Under the
Long-Term Plan, a qualfying retrrernent generally means to retire after having attained at least 15 years of vesting
service (as defined under the applicable Venzon ax-qualfied savings plan) and a combination of age and years of
vesting service that equals or exceeds 75 points As of December 31, 2013, Messrs McAdam, Mead, Shammo and
Milch were lig:ble under the Long-Ts Plan.

In addition, under the terms of the Long. Ten'n Pian and lhe apphcable award agreements, . in the 12 months foliowing a
change in control of Venzon, 3 without cause, all then-unvested
RSUs will vest and be pad on the n:gula.riy scheduled paymenl date after the end of the applicable award cycle and all
then-unvested PSUs wilt vest at target level perfomance and be paid on the regularly scheduled payment date after the
end of the applicable award cycle

Under the Long-Term Plan. a change in control of Venzon i1s generally defined as the occurrence of any of the foliowing

+  Any person becomes a beneficial owner of shares representing twenty percent or more of Venzon's outstanding

voling stoch,
. Venzon cor a merger, . reorganization or any other business combination, or
. The Board adopls the or or sale of all or substantially alfl of the

assets. of Venzon

However, a change in control will not occur if

«  The amount of Venzon voting stock q before the P at least fortyfive
percent of the combined voling power of the corporation that survives the transaction,

<« Venzon Directors conslitute at least one-half of the board of directors of the surviving corporation,

- Venzon's CEQ)s the CEO of the surviving corporation. and

= The of the ] is located In New York, New York

The g table shows the estimated value of the payouts that the named exccutive officers
could have recem:d n respect of melr outstanding unvested equity awards if any of the following events occumed on the
last business day of 2013 (1) a change tn control of Venzon without a termination of employment, (i1) a change in contro!
of Venzon and an Y of employ without cause, and (i) a termination of employment as a resuft
of an involuntary tenmination without cause, qualfying t, or death or The amounts the
estimated value of the RSU and PSU awards granted in 2012 and 2013, and in addition for Mr McAdam, his special
2011 PSU and RSU awards, that would have been payable pursuant to the terms of the award agreements, calculated
using the lotal number of units (including accrued dividends) on the last business day of 2013 and $49 14, Venzon's
closing stock pnce on that date, and for the PSUs, assuming the award would vest al target perfformance levels The
actual amount payable under these awards can be determined only at the time the awards would be pad

Change I Contiol
Change In Cortrol ~ And T Death or
Without Terminaton  Without Cause Without Cause 1 Disability
Name [£3] (8) $) $)

W McAdam [ 37,097,308 37.097,309 21,906,710 37,097,309
Mr Mead [ 10752913 10.752.913 10752913 10752913
A Shammo [ 9339450 9339450 9339.450 9339450
M Staton 0 882,153 2882 153 o 8882153
Mr. Miich 0 7.997,191 7.997.191 7.997,19% 7.997.181
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1Mr Stration would not have been enmled 1o receive any amount In respect uf fus outstanding unvested eqully awards
upon retirement because he had not met the ehigibility requirements for retirement under the terms of the Long-Term
Plan on the last business day of 2013

N Dlrector C:

In 2013, each non-employee Director of Venzon received an annual cash retainer of $100,000 Any Direclor who served
on the Board for less than the full year recerved an amount pro-rated (o reflect the portion of Lhe year he or she served.
The Corporate Govemance and Policy and Finance Committoe Chatrpersons received an addiional annual cash retainer
of $15,000, the Audit and Hurman Resources Committee C t3 an annual cash retainer of
$25,000. and the Presiding Director recerved an addiional annual cash rotainer of $10,000 Each Director also receved
an annual grant of Venzon share equivalents valued at $150,000 on the grant date No meeting lees were paid if a
Director attended a Board or Commitiee meeting on the day before or the day of a regularty scheduled Board mesting
Each Director who attended such a mecting held on any other date received a meeting fee of $2.000

In addition, in 2013, the Board a of Mr Pnce (Chaiperson), Ms Keeth and Ms Tesya
to assist the Board In g to demanrd The Ci a cash retainer of $5,000, and each
Committee member received a meellng fee of $2,000 for each of the three meetings held by the Committee dunng 2013

A new Director who joins the Board receives a one-ime grant of 3.000 Venzon share equivalents valued at the closing
price on the date that the Director joins the Board

All share equivalents are automatically credited to the Director's deferred compensation account under the Venzon
Executive Deferral Plan and invested mn a hypothetical Venzon stock fund Amounts m the deferred compensation
account are paid in a lump sum in the year following the year that the Director leaves the Board

Under the Venzon Executive Deferral Plan, Directors may defer all or part of their annual cash retainer and meeting fees

A Director may elect to invest these amounts in a hypothetical cash account that eams a retum rate equal o 1he long-

term, high-grade corporate bond yreld average as published by Moody’s Investor Services or in the other hypothetical
options to participt in Verzon's Managament Savings Plan

Directors who served as directors of NYNEX C 1 ina giving program. Under this program,
when a participant retires from the Board or attains age 65 (whichever occurs laler) or dies, one or more chantable
contnbutions in the aggregate amount of $1,000,000 are made, payable in ten annual installments Directors who served
as directors of GTE Corporation paricipate in a simitar program for which the aggregate contnbution 1s $1,000,000,
payable in five annual installments commencing upon the Director's death. The GTE and NYNEX programs are financed
through the purchase of insurance on Lhe life of each T are closed to future
participants In 2013, the aggregale cost of maintaining and administenng the Iegacy chan(able giving programs for all
participants was $62,185

The Direclors are eligible to 1n the Venzon Fe dation Gifts Program Undu this program which 1s
open lo all Verzon employees, the Foundation matches up to $5,000 per year of
colleges and universities, $1,000 per year of to any profit with 501(c)(3) smlus and $1,000
per year of 1o disaster relief campaigns
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Director Compensation

Change in Ponsion

Value and
Nonqualfied
Stock Non-Equity Deferred All Omer
Fees Earmnodor Awards Opton Iacentve Plan Componsation Compensaton
Paid 1n Cash 1 2?2 Awards Compensation Eamings 3 a Total
Name ) (3} ()] ($) $) ) $)
@) ®) (€} ] (@) U] ) {h)
Shalye L Archambeau 8,333 160.280 [ 0 ] 0 168,613
Richard L Carrien® 122500 150,000 0 [ a17 0 276717
Mebnw L Heaky 124000 150.000 0 0 0 575 279750
M_Frances Keelh 134000 150.000 o 0 0 0 284.000
Robert W Lane 128,000 150000 [} o 4462 0 282462
Sandra O Moose” 153000 150 000 [ 0 7778 5000 315776
Joseph Neubauer 149,000 150,000 0 [ [ 0 299.000
Donaid T Nicoksen® 153.000 150,000 0 0 o 0 303,000
Carence Ots, Jr 128.000 150,000 [ [ 10,692 0 288,697
Hugh B Prce” 135,000  150.000 0 [ 1471 5000 291473
Rodney E Shter 122,000 150,000 0 0 0 0 272,000
Kathryn A. Tasga 132,000 150.000 0 0 832 0 282832
Gregory D Wasson 109.333)  265.160 o 0 0 6,000 _ 380 493

* Denotes a Charperson of a standing or special commitiee

1 Thus column includes all fees eamed or paid in 2013, whather the fee was paid in 2013 or defemed.

2 For each Director this column refiects the grant date farr value of the Director's 2013 annual stock award computed In
accordance with FASB ASC Topic 718. For Ms Archambeau, this column reflects the grant date fair value of her
annual share equivalerts award valued at $12,500, which was prorated to reflect the portion of the year that she
served on the Board, and includes the one-time grant of 3,000 Venzon share equivalents with the grant date fair value
of $147,780 that she received upon her to the Board eff. D 1, 2013, in each case based on
the closing pnce of Venzon's common stock on the grant date. For Mr Wasson, thus column reflects the grant date fair
value of lus annual share equivalents award valued at $125,000, which was prorated 1o reflect the portion of the year
that he served on the Board, and includes the one-time grant of 3,000 Venzon share equivalents with the grant date fair
value of $140,160 that he received upon his appointment to the Board effective March 1, 2013, in each case based on
the closing pnce of Venzon's common stock on the grant date. The following reflects the aggregate number of share
equivalent awards and the aggregate number of oplion awards outstanding as of December 31, 2013 for each person
who served as a non-employee Director dunng 2013 Shellye Archambeau, 3,254 and 0, Richard Camén, 90,366 and
0, Melanie Healey, 11.007 and 0, M. Frances Keeth, 38,399 and 0, Robert Lane, 48,982 and 0, Sandra Moose, 80,085
and 0, Joseph Neubauer, 99,201 and 7.798, Donald Nicolaisen, 45,615 and 0, Clarence Otis, Jr., 44,934 and 0. Hugh
Pnce, 70,160 and 0, Rodney Slater, 20,131 and 0: Kathryn Tesya, 6,646 and 0, and Gregory Wasson, 5,851 and 0
This column reflects above-market eamings on fied deferred plans Ni Directors do
not participate in any defined benefit pension pian.

This column reflects malchung contnbutions made on the Directors’ behall under the Venzon Foundation Matching Gift

Program.

w

Security Ownership of Certain Beneficial Owners and Management
Principal Shareholders

On March 3, 2014, there were approximately [XX] billion shares of Venzon common stock outstanding and each sharc 1s
entitied to one vate The {ollowing table sets forth information about persons we know to beneficially own more than five
percent of the shares of Verizon common stock, based an our records and mformation reported in filings with the SEC
To the extent that information in the tahle is based on information contained i an SEC fibng, 1t i1s accurate only as of the
date referenced in the fiing On February 21, 2014 in connection with the Venzon Wireless transaction, we 1ssued
approximatety 1 27 bilhon shares, thereby g our i stock by 45% As aresult,
1t Is possible that shareholders' percentage interest in our outstanding commion stock has changed significantly since that
date
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Percent of Class _

Name and Address of Amount and Nature of
Beneficial Owner Beneficial Ownership
BlackRock Inc.
40 East 52 ™ Street 169,544,335 59%
New York, New York 10022 |

* This information I1s based on a Schedule 13G filed with the SEC on February 10. 2014 by BlackRock Inc , setting forth
information as of December 31, 2013 The Schedule 13G states that BlackRock Inc. has sola voting power with respect
ta 137,363,936 shares and shared voting power with respect to 17,014 shares and sole dispasitive power with respect
to the 169.527,321 shares and shared dispositive power with respect to 17,014 shares

Directors and Executive Officers

In the following table, you can find information showing the number of shares of Venzon common stock benefictally
owned by each of the named execulive officers, each Director and all executive officers and Directors as a group as of
January 31, 2014. This information includes shares held 1n Venzon's employee savings plans and shares that may be
acquired wilhin 60 days pursuant to the exercise of stock options and/or the conversion of cerain stock unis under
deferred pe plans The aggregate number of shares owned by executive officers and Directors represents
less than one percent of the total number of outstanding shares of Venzon common stock Unless we have indicated
otherwise, each individual and/or lus or her family member({s) has or have sole or shared voting and/or investment power
with respect to the secunties Execulive officers and Directors also have interests in other stock-based uruts under
Venzon defemed compensation plans and stock-based longtemm incentive awards. We have included these interests in
the “Total Stock-based Haldings™ column i the 1able below to show the total economic interest that the executive
officers and Directors have in Venzon common stock

Total

Stock-

based

Stock 1 Holdings 2

Name
Named Executlve Officers
Lowell McAdam*® 322,191 1,298,685
Daniel Mead 46,164 434,492
Francis Shammo 73,686 410,817
John Stratton 53,197 378,090
Randal Milch 76,131 345,210
Directors.
Shellye Archambeau — 3.254
Richard Camdn 4,451 91,626
Melanie Healey — 11,007
M Frances Keeth —_ 38,399
Robert Lane — 48,982
Sandra Moose — 80,085
Joseph Neubauer 24,859 145,348
Donald Nicolaisen — 45,615
Clarence Otis, Jr 3,000 47,994
Hugh Pnce 2559 70.218
Raodney Slater - 20,131
Kathryn Tesya _ 6,646
Gregory Wasson —_ 5.851
All of the above and other executive officers as a group 3 811,605 4,734,567

* Mr. McAdam also serves as a Director.

1 |n additton to direct and ndirect holdings, the “Stock” column includes shares that may be acquired within 60 days
pursuant to the conversion of RSUs granted in 2011 as follows 109,531 shares for Mr. McAdam; 23,823 shares for
Mr Mead, 44,360 shares for Mr Shammo, 33,779 shares for Mr. Stratton, and 39,119 shares for Mr Milch The
“Stock” column also includes shares that may be acquired within 60 days pursuant to the conversion of certain stock
units under deferred compensation plans as follows 12.771 shares for Mr Milch, 3,191 shares for Mr Camon, and
2,501 shares for Mr Pnce. Pnor to conversion. the shares underlying the RSUs and defemred compensation units may
not be voted or transferred No shares are pledged as secunty
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2 The "Total Stock-based Holdings" column includes, in addition to shares listed In the “Stock™ column, siock-based
unuts under deferred compensation plans and stock-based long-tenn incentive awards, which may not be voted or
transfered.

Section 16(a) B O porting C

SEC rules require that we disclose any late filngs of stock transaction reports by our execulive officers and Directors
Based solely on a review of the reporls that we filed on behaslf of these individuals or that were otherwise provided to us,
our executive officers and Direclors met all Section 16{a) filing requirements dunng calendar year 2013.

[This portion of the page intentionally left blank]
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Appendix A

CORPORATE GOVERNANCE GUIDELINES

The Board has adopted these Guidalinos and the Commuttee Charters to provide a framework for the functioning of the
Board. The Board wiil perodically review these matensls and practices in fight of ongoing developments and the
Corporalion’s needs {o determune whether any changes ore required

Rofe of the Board

The of the C. IS by 1, under the di of the Board of Directors. The Board.
and each commuttee of the Board, has complete access to management [n addibon, the Board and each committee
have access to independent advisors as each deems necessary or appropnate

Strategic Planning and Management Davelopment. At least once a year, the Board conducts a strategic planning
session with management The Board rcwcws succession planrung and management development al feast annually. The
process includes i 1 of i needs, the of key gers. planming
for future and gency i

jve Sessi The Directors of the Baard meet at Icast twice cach year in executive session, The
non-employee Directors uf the Board meel at lcast three times each year in executive session Any Director has the nght
to call a meeting or ession of the i Directors or of the non-employee Diwectors

in at leas! one executive session, the Board assesses the process and of the Board

for cont and of new Directors) and considers any other matters that the
D:rectors request. In an executive session of independent Directors. the Board receives the Human Resources
Commuttee’s report on the CEQ's performance and compensation

Presiding Director. At or pnor to the Annual Meeting of St the of the Board of
Drrectors shall elect an independent Director to serve as Presiding Director until (he next Annuaj Meeting, or unti| his or
her successor is elected and qualfied The Presiding Director shall act as haison with the Chaiman, in consultation with
the other Directors In addition. all Directors shall have direct and complete access to the Chaiman at any tme as they
deem necessary or appropnate. The Presiding Director shall chair all executive sessions of the Board and all other
meetings of the Board at which the Chairman 1s nol present The Presiding Director may, in his or her discretion, calf a
meeting of the Board or an exccutive sasston of the Board. and shall call an executive session at the request of any
other Director

The Presiding Director. in consultation with the Chairman. shall review and approve the schedule of meetings of the
Baard. the proposed agendas and the matenals to be sent to the Board Directors shall have the opportunity to provide
suggestions for the meeting schedule, agenda items and matenats to the Chaiman or the Presiding Director

Any or parly may directly with the Presiding Direclor

Venzon Communications Inc
Presiding Director
Board of Directors
140 West Street, 29 th Floor
New York, New York 10007

Committees.  There are three (3) standing committees of the Board Audit. Corporate Govemance and Policy, and
Human Resources The members of the Audit, Corporate Governance and Policy and Human Resources committees
will be independent as required by law or regulation, The Board may change the number of committees from ime 1o ime.

The of each are set forth in its charter. which is approved by the Board and posted on the
Corporauon ‘s website, Each commitiee Chair approves the agenda and matenals for each meeting and reports its
achions and discussions (o the Board as soon as practicable At least annually, each committee conducts an
assessment of its charter and its processes and effectiveness

Mombership.  The Corporate G and Policy C: annually reviews and recommends the members and
Chair of each commuttee for approval by the Board The Commutiee penodically considers rotating Chairs and members
of the committces.

Mectings.  Directors arc expected to attend alt meetings of the Board and each committee on which they serve
Directors are provided with a copy of the proposed agenda sufficiently 1n advance of each scheduled meeting in order to
have the opportunity to comment on or make changes to the agenda. Direclors standing for election are expected to
altend the Annual Meeting of Shareholders

Board Composition and Director Qualifications

The Board will penodically assess the needs of the C ] the size of the Board At all
times, a substantral majonty of the Board will be independent and not more than twa Directors will be cumrent or former
employees of Venzon.

Qualifications A candidale musl

. Be ethical,

. Have proven judgment and competence,

* Have professional skills and expenence i dealing with a Iarge complex organization of in dealing with
complex thal are y to the back nd and pi on the Board

and that meet the needs of the Corporahon
. Have demonstrated the ablily to act independently and be willing to represcm the interests of all
and

shareholders and not just those of a p phy or
. Be willing and able 1o devate sufficient time to fulill lus or her respensibilities to Venzon and its
shareholders
In the of the Board, the C t and Policy C also
other factors that are relevant to the current needs of the Corporation, including those that promote diversily.
fil and Consi jon of C. . The Corporate and Policy C: S|
by of the C other Directors, g and The C
for foction, provided that the has to stand for lection and an

Irevocable resignation to the Chalvman of (hc Committee prior to nomination cach year. All candidates are evaluated in
the same manner After the C its ion, It presents its recommendation 1o the full Board for
its consideration and approval. In p: g i(s lhe Ci also reports on other candidates who
were considered but not selected.
Venzon will conduct an onentation program for each new Director that includes. among other things, a review of the
Corporation's business, financial condition. strategy, ethical obligations, key issues and other relevant fopics.
Independence. A Director 1s considered independent f the Board finds that the Director 1s independent under the
ksting of the New York Stock Exchange and the Nasdaq Stock Markel. In addition. in
evalualmg independence, the Board will not consider a Direcior independent it

1. Within the past three years. the Director or a Member of the Director’s immediate Family has
4 Been an employee of Venzon or a Venzon subsidiary ("Venzon),
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. Received dunng any 12-month penod more than $100.000 m direct compensation from Venzon
(other than Director's compensation and other than pension or other deferred compensation for
prior service with Venzon),

. Been an exacutive officer of a company where at the same ime a Venzon execulive officer or
executive n compensation Band 1 (each a “Venzon Senuor Executive”) served on the company's
compensation committee,

2. The Direclor is relained under a personal or professional services contract by Venzon,

3 The Director i1s an employee, or a Member of the Director's iImmediate Family s an executive officer, of a
company that has made payments 1o, or received payments from, Venzon in an amount that, in any of the
past three years, exceeded the greater of $1 million or one percent of that company’s consofidated gross
revenues,

4 The Direclor 1s an execulive officer of a iender to Venzon and Venzon's outstanding indebtiedness 10 the
lender in any of the past three years exceeaed one percent of the lender's outstanding loans at the end of the
lender's fiscal year:

5  The Director 1s an executive officer of a non-profit entity that has received coninbutions from Venzon or its

Foundation that, in any of the past three years, exceaded one percent of that entity's consolidated gross
gift by Venzon's Foundation). or

6. The Direclor has any other relationship that the Board 15 with faws and
regulations on directors’ independence or that 1s likely to impair the Direclor's ability to act independently
For of these except as noted, a Member of a Director's Immediate Family includes his or
her spouse, parents, children, siblings. mothers and fathers-indaw sons and daughters-ndaw, brothers and sistersndaw

*z~d anyone (other than domestic employees) who shares the Duector's home

An executive officer of a company on whose board a Venzon Seruor Executive serves 1s not eligible for nomination as a
new Director of the Corporation.

Related Person Transaction Policy
Definitions .  For purposes of this Policy,
* Related Person ™ means.

1. any person who has served as a Director or a Venzon executive officer ("Officer’) at any time dunng the
Corporation’s last fiscal year;

2, any person whose nomination to become a Director has been presented in a proxy statement relating to
the elecuon of Directors since 1he beginning of the Corporation’s last fiscal year;

3 any person who was at any time dunng the Corporation’s last fiscal year an “Immediate Family Member” of
any of the persons listed above Immediate Family Member means spouse, child. stepchild. parent,
. s1bling, moth {aw. fath 4 law, daughter-naw, brolher4ndaw, or sister+ndaw
of the Dnreclor Officer or nommee and any petson {other lhan a {enant or employee} shanng the
household of such Director, Officer or nominee. or

4. any person or any Immediate Family Member of such person who 1s known to the Corporation o be the
beneficial owner of more than 5 percent of the Corporation’s stock at the time of (he Transaclion {as
defined below).

“ Related Person’s Firm ™ means any firm, corporation or olher enity in which a Related Person is an execulive officer
or general pariner of in which all Related Persons {ogether have a 10 percent or more ownerstup interest.

" Transaction ~ means any with Venzon since the beginming of the
Corporation s last fiscal year in an amount grealcv than $120.000 that involves or will involve a Related Person or a

Related Person's Firm. It does not include.
(a) compensation to a Director or Officer which 15 or wilt be disclosed in the Corporation’s

proxy statement,
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(b) cnmpensahcn to an Olﬁcer who 15 not an Immediate Famlry Member of a Director or of
another Officer and which has been approved by the Human Resources Committee or the
Board,

) a transaction in which the rates or charges involved are detenmined by competitive bids, or
which involves common, contract camer or public ulility services at rates or charges fixed
in conformuty with law or governmental authonty,

{d) a transaclion that involves services as a bank depostary of funds, transfer agent, registrar,
Iindenture trustee, or similar services, or

(c) a transaction tn which the Related Person’s interest anses solely from the ownershup of
Venzon stock and all shareholders receve 1he same benefit on a pro rata basis.

“ Related Persan Transaction " means a Transaction in which a Related Person 1s determined to have, had, or will
have a direct or indirect matenal interest

Policy Statement. The Board of Directors recognizes that Related Person Transactions can present potential
conflicts of interest {or the perception thereof) and therefore has adopled this policy which shall be followed in connection
with all Related Person Transactions involving the Company.

Process.  Annually, each Director and Officer shall submit 1o Venzon the name and employment affilation of his or her
Immediate Family Members and the name of any Related Person’s Finmm with which any of them are affilated Direclors
and Officers shall notify Venzon promptly of any changes to this information Each Director and Officer shall also identity
any Ti that they, ther am or therr Related Person Firms are or will be mvotved in On
an ongoing basts, Directors and Oflicers shall promptly advise the Commilice of any changes lo such Immediale Family
Members, Transactions or Related Person Firms

Management shall submit T and Wt to the Corporate Governance and
Policy Committee for its review.
The Corporate G and Policy C shall review Trar in order to whether a Ti
1s a Related Person Transaction The Commitiee shall take such action with respect to the Related Person Transaclion
a5 It deems y and under the pp! A X

ora wation to Only of the C shall in

those determinations In the event it 1s not practical to convene a meeting of the Corpurate Governance and Policy
Commuttee, the Chaxr of that Commuttee shall have the nght to make such determination and shall promplly report fus or
her detemination in wating to the other members of the Committee.

The Commiltee shall report its action with respect 10 any Related Person Transaction {o the Board of Directors
Change in Status or Retlrement

If a Director retires or changes his or her employment siatus or principal responsibility. the Director will tender a
resignation to Verizon, The Corporate and Polcy C: will to the Board whether the
resignation should be accepted

Service on Other Boards

A Director who serves as an executive officer of a public company should not serve on more than three public company
boards, including that of hus or her own company. and other Directors should not serve on more than six public company
boards In order not to disrupt existing affiliations with other boards, a Director may maintain cument positions, even if the
number of those positions exceed these imits, unless the Board determines that permitting the position to continue will
impair the Director's ability to serve on the Venzon Board Directors are expected to advise the Corporate Govemance
and Policy Commiltee of any changes in their membership on other boards.

Retirement

A Director wilt retire from the Board the day before the Annual Meeting of Shareholders next following tus or her 72nd
birthday

Compensation
Tha Human c

reviews and Drrector and benefits The
based on a roview of i with the of
shareholders and the advu:e c' independent advisors.
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Stock Ownership
Within three years of jaining the Board, each Director shall acquire, and continue to hold dunng his or her tenure on the
Board, Venzon siock with a value equivalent to three times the cash component of the annual Board relainer Shares
held by the Director under any deferral plan are included in determining the number of shares heid.

Business Conduct and Ethics

Directors are expecicd to act in comphance with these Guidel laws and and the spint of the
Venzon Code of Business Conduct for cmployees. Employee Dlmclo:s are also govemed by Venzon's Code of
Business Conduct.

Conflicts of Interest. A Director should avord situations that result or appear to resull in a conflict of interest with
Venzon A Director may be considered to have a conflict of interest if the Direclor’s inlerest interferes or appears to
interfere in any matenal way with the interests of Venzon, mcluding if

¢ The Director, any Member of the Direclor's Immediate Family, or any company with which any of them s
associated as an officer, director, five percent or more owner, partner, employee or consuftant (1) 1s a five
percent or more owner of, or (i) has any management interest in, any company lhat is in the same business
as Venzon ("potential competitive interest”), or

o The Director offers gifts or other benefits to or solicits or receives gifis or other benefits from ancther entity
as a result of his or her position with Venzon, or

¢  The Director has any other relationship that the Corporate G and Policy C believes 15
likely to result in a conflict of interest with Venzon.

A Director1s to advise Venzon pnor to acquinng of continuing any interest or entenng into any
transaction or relationstup that may present a potenttal competitive interest The Corporate Govemance and Policy
Committee. 1n consuhtation with the CEQ and Chaiman, will review and advise the Board as soon as practicable
whether a conflict woul be presented
Corporate Opportunities. A Director should not take advantage of an opporturuty to engage in a business activity
{hat properly belongs to Venzon, including any activity that i1s discovered as a result of the use of Venzon information ot
property of in connection with his or her service as a Director A Director should not use Venzon information, properly o
his or her position with Venzon for personal gain
Securities Transactions . A Dwector should not trade, or enable any other person to trade, in Venzon's secunties of
the secunties of another campany while aware of matenal non-public information
Confidentiality.  Directors should maintain the confidentialily of information about Venzon and other entities which
Venzon entrusts to them, except where the disclosure 1s authonzed or required by law

Fair Dealing .  Directors should act fairly in any dealings with the C 's including
l and .

Waiver. No wawer of any provision of the business conduct and ethics requirements for a Director, or of any
provision of the Venzon Code of Business Conduct for a Venzon Senior Executive, may be granted without the approval
of the Board of Directors The Board is strongly predisposed against any such waivers, However, in order to approve any
such wawver, the Board must affimatively find that the waiver does not viclate any applicable law or reguiation and that
the waiver 1s in the best interests of the Corporation. In the event the Board approves a waiver, it will ensure that the
waiver and the Board's rationale for granting the waiver are promptly disclosed. consistent with applicable legai and stock
exchange requirements

Verizon Senior Executives Serving on Outside Boards

A Venzon Senior Executive must obtain approval from the Corporate Gavemance and Policy Committee in advance of
accepting any new membership on the Board of a public company. Venzon Senor Executives may not serve on the
Bourd of more than two public companies other than Venzon,

A Venzon Senor Executive will not accept a new directorship with a company if the CEO or other executive ofticer of
that company 1s serving as a Director of Venzon,

AS

c ications with Di

ita wishes to directly with the Board, a Commuttee of the Board or with an indvidual Director,
he or she should send the communication io

Venzon Communications Inc

The Boardjof Directors (or Commuttee name or Director's name, as appropnale]
140 West Street, 29 t Fioor

New York, New York 10007

Venzon will forward all shareholder comespondence about Verizon to the Board, Committee of individual Durector(s).
Policy on Adoption of Shareholder Rights Plans

The Ci does nol y have a nghts plan, or "paison pill," and the Board currently has no plans (o
adopt such a plan However, if the Board is presented with a set of facts and circumstances which leads 1t to conclude
that adopting a nghts plan would be in the best interest of shareholders, it will seek pnor shareholder approvaj unless the

Directors, their fiduciary duties, detemmine that such submission would not be 1n the best
interests of shareholders under the circumstances. If any nghts plan 1s adopted without pnor sharehokder approval, it will
be presented to shareholders within one year or expire within one year wilhout being renewed or replaced Any plan
adopted by the Board will also contain a "sunset™ g that will have the opportunity to ratfy
or reject the plan every three years following the ﬂale of mmal shareholder approval

Sharehoider Advisory Vota

Effective with the Corporation's 2009 Annual Meeting of Sh prop related to
compensation in the form approved by the Board of Directors will be submmed annuafly to shareholders for a non-binding
vote.

1
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Appendix B

Related Dow Peer Information

The following charl ists the companies included in the Related Dow Peers for 2013 compensation purposes, and their
market capitalization as of December 31, 2013, as reported by Bloomberg. and net income atinbutable 1o the company,
revenue and total employees, as of each company’s most recent fiscal year-end as reported in SEC filings.

Appendlx [

Verizon C icati Inc R iliation of Non-GAAP Measures

B-1

Net income
Market Afinbutable o Adjusted Net R ili
Capitaiizaton the Company Revenue Total Adjust {ncome Reconciliation
Compan S Millions)] ($ Millions) ($ Millions] Employees

3M Fany ! 93.300] ! P (doliars in billions)
Aleoa _ Year Ended December 31, 2013
:?:1'_'“" Express Reported Net Income Attributable to Verizon S 115
Bank T o Severance, Pension and Benefit Credits 39)
E‘"I ol Amenca Gain on Specirum bicense Transaction 1 -
c:n r;pgl“a’ Wireless Transaction Costs 08
Centurylink Adjusted Net Income Attributable to Verizon S 82
Chevron
Cisco Sysiems 1 The afer4ax Gain on License t $47 8 million,
Coca-Cola 182.422]
Comeast 134.921,
DuPonl{E 1) 9| Adjusted EPS Reconciliation
Exxon Mobil
General Elecine Year Ended December 31, 2013
Hewlett-Packard 53.408] Reported EPS $400
Home Depot 115.953] Severance. Pension and Benefit Crecits (1.35)
BM 203.674) Gain on Spectrum License Transaction {002)
intel 129,022 Wircless Transaction Costs 020
Johnson & Johnson 258.416f Adjusted EPS “$284
JPMorgan Chase 219.837] ————
::?;:(nmu s 13 :Zg]] Note EPS may notadd due o rounding
Microso 312 298,
Pfizer 198 515
Brocter & Gambie 221.291 Free Cash Flow Reconciliation
Sprint Nextel 42,273 i
Time Warnor Cablg 38,196} {doliars in bilions)
Lmvalﬂrs 32953 Year Ended December 31, 2013

nitedHealth 75.809] e —_———
Unitod 104421 Not Cash Provided by Opem(mg Activities s 388
Wak-Mart 254,623 Less. Captal € ( 9 166 __
Wall Disney 134,256) Free Cash Flow $ 222
Vanzon 140.6261
Verizon's Ranking - 19 (o}
Verizon's Percontile Ranking 58%]
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