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CORPORATE PROFILE
Premiere Global Services, Inc. is a leading outsource provider of business communications services and 

business process solutions. Our mission is to help our enterprise customers automate and simplify their 

critical business processes with our communication technologies-based solutions.

We offer data management and delivery solutions and conferencing and collaboration services to an 

established customer base of greater than 45,000 enterprise accounts in 19 countries worldwide.

FINANCIAL HIGHLIGHTS

from continuing operations, in thousands except per share data 2 0 0 4 2 0 0 3 2 0 0 2

Revenues $449,371 $381,280 $341,253

Normalized operating income* 71,394  48,147 37,266

GAAP operating income 71,394 37,199 24,905

Normalized income from continuing operations* 43,880 23,239 16,685

GAAP income from continuing operations 42,071 27,886 14,423

Normalized diluted EPS from continuing operations* 0.61 0.38 0.30

GAAP diluted EPS from continuing operations 0.58 0.45 0.26

Cash flow from operating activities 82,495 59,834 37,244

Shareholders’ equity 266,930 133,718 84,338

* Indicates a non-GAAP financial measure – see table immediately following our Form 10-K in this annual report.

BOARD OF DIRECTORS EXECUTIVE MANAGEMENT

SHAREHOLDER INFORMATION

Headquarters

Premiere Global Services, Inc.

3399 Peachtree Road, NE

The Lenox Building, Suite 700

Atlanta, GA 30326-1120

404.262.8400

Annual Meeting of Shareholders

will be held at 10:00 a.m. MT

Wednesday, May 4, 2005

Antlers Hilton

4 South Cascade Avenue

Colorado Springs, CO 80903

Transfer Agent and Registrar

SunTrust Bank Atlanta

Stock Transfer Department

P.O. Box 4625

Atlanta, GA 30302

800.568.3476

Independent Auditors

Deloitte & Touche, LLP

Atlanta, GA

Investor Relations Contact

Sean P. O’Brien, Senior Vice President

Strategic Planning and Investor Relations

404.262.8462

sean.obrien@premiereglobal.com

Marketing and Media Contact

Randy Salisbury, Executive Vice President

Chief Marketing Officer

404.262.8461

randy.salisbury@premiereglobal.com

Stock Listing

Our common stock is traded on the New York 

Stock Exchange® under the symbol “PGI”.

Our Chief Executive Officer has certified to the NYSE 

that he is not aware of any violation by us of the NYSE’s 

corporate governance listing standards.  

Annual Report

An online version of this Annual Report is available 

on our Website (www.premiereglobal.com) in the

Shareholder Information section.

Form 10-K and Shareholder Reports

A copy of our Annual Report on Form 10-K, as filed 

with the Securities and Exchange Commission, exclud-

ing exhibits, has been included herein. Additional

copies of our Form 10-K, including exhibits, are 

available free of charge by accessing our Website

(www.premiereglobal.com) or by written request 

to L. Scott Askins, Secretary, at our headquarters.

© 2005 Premiere Global Services, Inc. 

Design: www.crittgraham.com
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PREMIERE GLOBAL SERVICES 01

Premiere Global Services enables customers to improve

the accuracy and increase the speed and security of their

business processes, all while reducing costs. Customers

apply our broad suite of communication technologies-

based solutions at nearly every stage of the business

cycle, from the acquisition of customers, to customer

care, to billing and collections. By enabling these

customers to increase efficiency, improve productivity

and raise customer service levels, we become a more

valuable service provider. 

ONE COMPANY, ONE PLATFORM 
HOSTING MULTIPLE SOLUTIONS

04 PREMIERE GLOBAL SERVICES

This was a landmark year for Premiere Global Services. 

We began the year as Ptek Holdings, Inc., with two sepa-

rate operating units. We ended 2004 as a unified company

under one brand, Premiere Global Services – a brand that

directly conveys our focus on providing market leading

business services to enterprise customers around the

world. And we began 2005 by opening the New York Stock

Exchange®, the world’s largest and most visible exchange.

Looking back, I am proud to report that we exceeded the

three primary objectives I detailed in last year’s letter.

Our objectives then were to: 

• Continue to increase revenues and earnings;

• Use our solid balance sheet and cash flow 

opportunistically; and

• Build on our history of delivering innovative, 

value-added services.

On top of 18% revenue growth, normalized earnings grew

89% to $44 million and operating cash flow grew 38% to

more than $82 million, illustrating the inherent leverage

of our business model derived from the fixed cost

elements of our global platform.

We continued to strengthen our balance sheet by elimi-

nating all of our convertible debt, improving our leverage

ratios, doubling shareholders’ equity and significantly

increasing funds available under our bank line of credit. 

Our improved financial strength allowed us to repurchase

1.5 million shares of our stock in the open market, under-

scoring our belief in its long-term value. In addition,

our improved liquidity enabled us to take advantage of

consolidation opportunities in our industry. We acquired

a number of small competitors that increased our market

share and added customers, technology and sales person-

nel. By applying our scale and purchasing power to these

companies, we significantly reduced their operating costs

and generated additional earnings for our shareholders. 

Last year, we began evolving our business toward a more

solutions-based approach. Specifically, we developed and

brought to market a number of hosted solutions, based on

our existing communication technologies, that automate

and simplify our customers’ various business processes.

Whether automating paper statements through secure

electronic delivery, streamlining the mortgage loan

process with document automation, or accelerating

DEAR FELLOW SHAREHOLDERS:

Boland Jones (left)

accepts Premiere

Global’s Certificate

of Listing from

NYSE® Chairman,

John Thain, on

January 3, 2005.



THE BREADTH OF OUR SOLUTIONS

Customers apply our solutions to improve 

business processes, such as:

• Quarterly Earnings Calls

• Receivables Collections

• Continuing Education

• Confirmations of Securities Trades 

and Travel Reservations

• Statements and Invoices

• Campaign Management

• Mobile Access to Documents

• Prescription Renewals and Reminders

THE POWER OF OUR PLATFORM

Premiere Global Services hosts a broad range of application-

based solutions on our scalable global platform. Enterprise

customers can easily access these solutions to automate and 

to simplify components of their critical business processes.

Our strategy is to develop additional applications on our 

platform to help drive future growth. 

INTERNET
TELEPHONE
NETWORK

CONFERENCING AND 
COLLABORATION

Product Launches

Local-Access International Conferences

Earnings Calls

Continuing Education

AUTOMATED PAPER DOCUMENTS

Prescription Renewals

Trade Confirmations

Mortgage Applications

Bank Balances

SMS/TEXT MESSAGING

Delayed Flight Notification

Prescription Reminders

Train Schedules

Minimum Balance Alerts

AUTOMATED SPEECH 
TECHNOLOGIES

Collections Notices

Appointment Confirmations

Homeland Security Alerts

Call Center Automation

COMMUNICATION TECHNOLOGIES PLATFORM

SECURE ELECTRONIC MAIL

Financial Statements

Campaign Management

Hotel Confirmations

Lab Results

ENTERPRISE CUSTOMER
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Boland Jones (left)

accepts Premiere

Global’s Certificate

of Listing from

NYSE® Chairman,

John Thain, on

January 3, 2005.
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receivables collections with advanced speech technolo-

gies, we believe these hosted solutions increase the value

we bring both to our customers and to the marketplace.

These exciting new applications (a few of which are

detailed on page 9) will be an important component 

of our future growth.

As an industry leader with a history of innovation, 

our focus in 2005 and beyond is to increase our market

share as we continue to build on our momentum in these

important areas.

One key advantage is our proprietary communication 

technologies platform, illustrated at the beginning of 

this report. When customers access our platform and 

apply our technologies, they can save money, improve 

efficiency, increase productivity and, in many cases,

improve customer satisfaction.  

Our strategy is to facilitate customer access to our plat-

form by continuing to evolve toward open architecture. 

An open platform accelerates time to market and broad-

ens our distribution opportunities by enabling strategic

partners to augment their service offerings with our own.

The pursuit of strategic partners is one component of our

multi-channel sales strategy. This year, we will continue

to expand our direct sales force, in both existing and new

territories, and to increase indirect sales via our growing

network of distribution partners, including agents and

resellers. We will also target small- and home-office users

via leading retailers around the world. 

In addition, as our industry continues to consolidate, we

plan to continue acquiring select assets to improve our

competitive position and to expand the scope and size of

the markets we address.

Our company is united, focused and poised to seize

emerging opportunities. I want to thank our 2,200-plus

associates around the world for their effort and dedication

to making Premiere Global Services a leader in innovative

business communications solutions.

Boland T. Jones

Chairman and Chief Executive Officer

2002 2003 2004

REVENUES

$341
$381

$449

2002 2003 2004

NORMALIZED INCOME 
FROM CONTINUING 

OPERATIONS*

$17
$23

$44

2002 2003 2004

NORMALIZED DILUTED 
EPS FROM CONTINUING

OPERATIONS*

$0.30
$0.38

$0.61

2002 2003 2004

CASH FLOW FROM 
OPERATING ACTIVITIES

$37

$60

$82

2002 2003 2004

YEAR END STOCK PRICE

$4.40

$8.81

$10.71
in millionsin millions in millions

* Indicates a non-GAAP financial measure – see table immediately following our Form 10-K in this annual report.
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PREMIERE GLOBAL SERVICES: 

WHERE BUSINESS PROCESSES AND
COMMUNICATION TECHNOLOGIES UNITE

As a global leader in business communication technologies,

we are constantly evolving and enhancing our service offer-

ings. Premiere Global Services offers a full spectrum of 

solutions that help our enterprise customers automate and

simplify components of their critical business processes 

and communicate more effectively with their constituents. 

IMPROVING PRODUCTIVITY WITH TECHNOLOGY

In today’s competitive marketplace, companies are 

increasingly looking to drive efficiencies throughout their

organizations. By automating time-consuming processes 

with our communication technologies, Premiere Global

Services helps enterprise customers free up valuable

resources, thereby increasing productivity.
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PREMIERE GLOBAL SERVICES: 

WHERE INNOVATION AND EXPERIENCE CONVERGE

With our history of technology innovations,

Premiere Global Services has the experience,

scale, distribution and discipline to develop

new solutions and service enhancements that

increase our addressable market opportunity.

We’re not only growing within our growing

markets, we’re growing into new markets.

OPEN ARCHITECTURE, OPEN DOORS

By opening access to our proprietary commu-

nications platform, we minimize expensive and

time-consuming custom implementations.

This accelerates time to market for our services

and broadens our distribution by enabling

strategic partners to directly embed our tech-

nologies into the solutions they market.
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Now embedded in the workflow of

more than 45,000 enterprise accounts

worldwide, Premiere Global Services

is becoming a single source provider of

communications services and business

process solutions.

DATA-CENTRIC DECISION-MAKING

As the workplace environment

becomes more collaborative, purchase

decision-making for our services is

increasingly in the hands of IT profes-

sionals. Recognizing and acting on 

this, we have unified our name and 

our services to meet the diverse needs

of our enterprise customers.

PREMIERE GLOBAL SERVICES: 

WHERE GLOBAL ENTERPRISES
MEET A SINGLE PROVIDER
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OUR SOLUTIONS

AUTOMATED STATEMENTS

Challenge: Printing and mailing paper state-
ments is a slow, expensive and non-secure
process, costing as much as $3 each. A typical
company will process thousands of statements
every month.

Opportunity: Replace the antiquated process
with secure electronic delivery.

Value: Significantly reduce cost, accelerate
delivery and improve security.

AUTOMATED PRESCRIPTION NOTIFICATIONS

Challenge: More than 3 billion prescriptions 
are filled each year – millions are never picked 
up, reducing revenue and increasing costs 
for pharmacies. 

Opportunity: Notify customers automatically
using speech technologies when prescriptions
are ready, and send periodic reminders as
needed. 

Value: Reduce waste and cost, increase 
revenue and improve customer satisfaction.

ENHANCED COLLABORATION

Challenge: Internet-based data collaboration 
typically requires separate data and audio 
providers and is expensive and difficult to use.

Opportunity: Improve collaboration with 
integrated audio and easy-to-use interface. 

Value: Reduce cost, simplify use and improve
user experience.

ACCELERATED MORTGAGE APPLICATIONS

Challenge: Completing mortgage applications
is a slow and cumbersome process that
involves assembling multiple paper docu-
ments in a non-secure manner. 

Opportunity: Automate applications by
converting paper documents into digital 
files that are easy to compile and store. 

Value: Streamline and accelerate approval
process, reduce errors and ensure the security
of personal information.
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PREMIERE GLOBAL SERVICES: 

WE’RE NOT RIDING THE WAVE – WE ARE THE WAVE

There are many ways in which our platform-

based solutions are serving our customers’

needs for speed, accuracy, security and value.

Our multiple applications replace old ways 

of doing business with more cost-effective,

secure and reliable methods.

Each of these hosted solutions is accessed

through our proprietary platform – a platform

that is virtually limitless in its application. 

As we expand our presence in new and existing

markets, our size and strength become impor-

tant competitive advantages. And as our 

capabilities grow, we gain momentum.  

In short, Premiere Global Services has created

a wave of innovation. Global commerce is our

market. Communication Technologies at Work

is our promise.
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PREMIERE GLOBAL SERVICES, INC. AND SUBSIDIARIES

PREMIERE GLOBAL SERVICES 1

PART I

I TEM 1 . BUS INESS

Ove r v i ew
Premiere Global Services, Inc. is a global outsource provider of

business communications services and business process solutions,

with 2,230 employees in 19 countries in North America, Europe

and Asia Pacific. Our mission is to help our enterprise customers

automate and simplify their critical business processes with our

communication technologies-based solutions.

We host our communication technologies on our proprietary 

platforms, which are comprised of server centers and network

operations centers located in 17 countries. Enterprise customers

apply these hosted technologies to automate and to simplify

components of their business processes and to facilitate and

enhance communications with their constituents. We believe our

services enable enterprise customers to increase efficiency, to

improve productivity and to raise customer satisfaction levels.

We offer data management and data delivery solutions through

our Data Communications group and conferencing and collabora-

tion services through our Conferencing & Collaboration group. Our

strategy is to develop new services and enhancements to existing

services to better address the needs of our enterprise customers

and to increase the scope and size of the markets we address.

We have an established customer base of greater than 45,000

corporate accounts, including a majority of the Fortune 500.

Customers use our hosted services for a variety of mission-critical

communications and business processes, including investor calls,

receivables collections, continuing education, confirmations of

securities trades and travel reservations, electronic statement and

invoice delivery, local-access international conferencing, document

capture and automation, campaign marketing, mobile access and

printing of documents, prescription renewals and other applications.

We have a multi-channel sales approach, selling directly to customers

through our global sales and marketing professionals and indirectly

through our distribution and strategic partners.

In addition to growing our business organically, we have utilized

our operating cash flow and bank line of credit to acquire comple-

mentary companies that increase our market share and bring to us

additional customers, technology, applications and sales personnel.

By applying our scale and purchasing power to the acquired compa-

nies, we believe we can significantly reduce their operating costs

and generate additional earnings.

On January 3, 2005, we changed our name from PTEK Holdings,

Inc. to better communicate our focus on selling application 

service provider (ASP)-based business communication services

to enterprises around the world, and we adopted Premiere Global

Services as a single brand for both of our groups, or business

segments. On that same date, we transferred the listing of shares

of our common stock to the New York Stock Exchange® from the

NASDAQ National Market®.

Segment revenue for Data Communications and Conferencing 
& Collaboration (formerly known as Xpedite and Premiere

Conferencing, respectively) accounted for 54.9% and 45.1% of

consolidated revenues in 2004. In 2004, sales in North America,

Europe and Asia Pacific accounted for 65.3%, 18.7% and 16.0% 

of our consolidated revenues, respectively. Financial information

about our two segments, and the geographic areas in which we

operate can be found in Note 21 – Segment Reporting to our

consolidated financial statements for the year ended December 31,

2004 included in this report.

We were incorporated in Florida in 1991 and reincorporated 

in Georgia in 1995. Our corporate headquarters are located at 

3399 Peachtree Road, NE, The Lenox Building, Suite 700, 

Atlanta, GA 30326, and our telephone number is (404) 262-8400.

Indus t r y  Backg round
Today, nearly every stage of the business cycle is becoming

communication-intensive. From the acquisition of customers, to

customer care, to billing and collections, there are a myriad of

distinct communications incumbent upon an enterprise. Businesses

must communicate with customers, suppliers, investors, employees

and other constituents in disparate locations, across various

networks and technologies, all while focusing on the accuracy,

speed, security and cost of delivery.

The range and size of these communication management challenges

are large and growing. Due to this complexity and constrained capi-

tal budgets, enterprises are increasingly outsourcing their

communications management needs to providers like us. We offer

a broad range of application-based business services, a scalable

global platform and experience-based expertise, which our

customers can access through our ASP business model.

As an outsource provider with the sole focus on delivering business

communications services, we believe we can significantly decrease

the cost, increase the security and accelerate the delivery time of

our customers’ critical communications. For example, financial

organizations, such as banks and brokerage firms, are required to

provide periodic account updates to their customers, typically

handled by mailing paper statements, a process that can be more

cost-effective and secure with our electronic statement delivery

services. Mortgage brokers are required to collect several

disparate paper documents (such as driver licenses, surveys,

contracts, etc.) for a typical mortgage application, a process that

can be streamlined with our document automation services.

Businesses typically outsource the collection of past due receiv-

ables to collections agencies or call centers, a process that can be

accelerated and made more cost effective using our automated

speech technologies. Finally, global enterprises are faced with

training and managing employees in disparate locations often

requiring attendance at seminars and management meetings, a

process that can be improved and made more efficient through

our audio and web-based conferencing and collaboration services.
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Bus iness  Se r v i c es
We market a full suite of communications services and solutions

that enables enterprise customers to increase productivity through

collaboration and to increase efficiency through the automation 

of labor-  and paper-intensive business processes. We believe that

our communication technologies-based services improve and

enhance data delivery and critical business communications for

global enterprises.

Our strategy has evolved toward a solutions-based sales model,

marketing specific applications that target defined business

processes within key vertical industries, such as automated state-

ment delivery, service vehicle dispatch management, document

automation and receivables collections. We believe offering

hosted, turnkey solutions to business processes will help position

us as a more valuable service provider to our customers and will 

be an important component of our future growth.

We market two groups of services, Data Communications and

Conferencing & Collaboration:

Our Data Communications group offers a comprehensive suite 

of data communication services and business process solutions.

Customers use our data communications services to deliver busi-

ness critical, time-sensitive information, such as mortgage rate

updates, equity research reports and regulatory updates to their

customers, trading partners and constituents.

Our recent focus has been on developing and marketing solutions

that enable our customers to automate and to simplify components

of their critical business processes. These new solutions are deliv-

ered and enabled by our traditional communication technologies,

including encrypted and high-volume transactional e-mail,

enhanced fax, automated speech technologies and SMS services.

Examples of our new business process solutions include:

Statement Manager enables enterprises to realize significant savings

and increase customer satisfaction by transitioning from costly

paper statements to secure, electronic delivery.

Collections Accelerator enables enterprises to contact their past due

customers using our advanced voice technology at a significant

savings to call centers, helping to speed the collection of receivables,

lower days sales outstanding and increase cash flow.

Dispatch Manager allows enterprises to confirm scheduled

appointments prior to dispatching technicians and delivery

crews, increasing the number of appointments kept and 

improving efficiency.

Mortgage Processor empowers customers with an electronic repository

for the disparate documents required for a typical mortgage 

application, improving security and reliability and accelerating

the process.

Mobile Officer Manager increases the productivity of mobile 

workforces by enabling access to critical documents via any

Internet connection.

Virtual Agent automates enterprise call center activities, delivering

greater consistency with pre-recorded messages and faster delivery

than live agents.

Rx Reminder helps pharmacies ensure that prescriptions are

picked-up with automated customer reminders, reducing waste

and cutting costs.

DocuManager helps automate paper-intensive business processes

through the conversion of paper documents to electronic files, which

can be forwarded, accessed and archived remotely through any exist-

ing e-mail account, with no additional software download required.

Our Conferencing & Collaboration group offers a full suite of 

traditional and voice-over-Internet-protocol (VoIP)-based audio

conferencing and Web-based data collaboration services for all

forms of group communications activities, from large events, 

such as investor relations calls and training sessions, to smaller

meetings, such as sales planning calls and project team meetings.

Examples of our conferencing and collaboration services include:

ReadyConference® Plus, our automated conferencing and 

collaboration service which utilizes our proprietary software 

technology, allows users to conduct conference calls and to share

slide presentations at anytime, without the assistance of an 

operator or the need of a reservation. This cost-effective service

offers a simple, easy-to-use interface that enables the host to

launch and control all aspects of a call, audio and visual, directly

from the desktop. 

ReadyConference® GlobalMeetSM saves our enterprise customers

money by providing local numbers for participants to access

international conference calls. This VoIP-backboned service

lowers overall cost by eliminating expensive international long

distance toll charges.

PremiereCallSM provides customers with operator assistance to

monitor all facets of a group meeting, including the ability to work

with customization requests. Typical customer applications of these

services include sales meetings, investor relations calls, press

conferences, customer seminars, product rollouts and continuing

medical and legal education.

PremiereCallSM Auditorium® offers automated entry into an 

operator-assisted call. This service enables customers to start a

larger-scale conference using automated passcode access, while

still utilizing the resource of a dedicated operator during the entire

call, at a cost savings from a traditional operator-assisted meeting.

VisionCast® enables customers to conduct large, interactive events,

such as training, seminars, company meetings, focus groups and

media conferences on the Web, and ReadyCast® combines similar

data collaboration capabilities for smaller meetings. SoundCast®,

an audio streaming technology offered as part of our Web-based

services, provides live Internet streaming to simulcast a live

conference call or recorded presentation over the Web.
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Cus tomers
We provide services to over 45,000 corporate accounts around 

the world, including a majority of the Fortune 500 and representing

nearly every major industry. Each business day on average, nearly

160,000 individuals collaborate via our global conferencing 

platform, and we process and deliver nearly 14 million data

communications. We believe customers choose Premiere Global

for our advanced communications technologies and history of

innovation, our global footprint and scale, our market-leading

client services and support and the security and reliability of 

our platform.

One of our customers, International Business Machines

Corporation (IBM), has historically accounted for a significant

amount of revenues. Sales to IBM accounted for approximately

11% of consolidated revenues (24% of Conferencing &

Collaboration segment revenue) in 2004. Because IBM has

chosen to insource most of its automated conferencing needs, we

expect sales to IBM will account for approximately 2% to 3% of

consolidated revenues in 2005.

We typically do not enter into long-term contracts with our

customers, with most customer agreements having terms of one

to three years. Customers may generally terminate without penalty,

unless their agreement contains an annual minimum revenue

commitment that would require payment by the customer of any

unused shortfall amount upon termination.

While our business is generally not seasonal, we typically experience

lower levels of sales and usage during periods which have reduced

numbers of working days. For example, our operating results have

historically decreased during the summer months (particularly in

our international operations), as well as during Thanksgiving,

December and New Years holidays. We expect our revenues during

these periods will not grow at the same rates as compared with

other periods of the year because of decreased use of our services

by our enterprise customers.

Sa les  and  Marke t i ng
We have a multi-channel sales approach:

• We sell directly to customers through our 830 global sales,

support and marketing professionals, located in 19 countries.

• We sell indirectly through distribution partners, including

agents and resellers.

• We actively pursue strategic partners to integrate and resell our

services with their own.

• We employ Internet-based marketing and direct telesales to

generate increased activity for our sales channels.

As a service organization, our customer service teams play a major

role in managing customer relationships as well as selling additional

value-added services to existing accounts. We currently employ

more than 690 customer service professionals deployed in local

markets around the world.

P la t f o rm and  Ne two rk  In f r a s t r u c tu re
We believe that our proprietary communication technologies 

platform is a key element of our success. We utilize various Internet

and telecom-based communications networks that allow customers

to access our platform-based services through the Internet, private

data networks, local and toll-free numbers and via VoIP.

Our strategy is to facilitate customer access to our platform by

continuing to evolve toward open architecture, based on standard

access protocols. We believe an open platform accelerates time to

market for our new services and broadens our distribution oppor-

tunities by enabling strategic partners to augment their service

offerings through direct integration with our services.

Data Communications provides services through our enhanced

communications network with more than 80,000 delivery ports

attached to servers around the world, which perform all primary

processing and switching functions. Our proprietary platform

supports multiple input methods including, but not limited to,

PC-based software, e-mail gateways, extensible markup language

(XML), application program interfaces (APIs) and high-speed 

IP-based interconnects. Outgoing communications are delivered

through line group controllers, which are deployed in a decentral-

ized fashion to provide sufficient redundancy. The remote line

group controllers are connected to servers over a wide area

network via either private lines, virtual private networks (VPNs)

or carriers’ global transmission control protocols TCP/IP-based

networks. Mission critical information is transported from one

location domain to another using a proprietary (MCP)-to-MCP

protocol. The current domains include Australia, Japan, South

Korea, the United Kingdom, the United States and France. Remote

nodes on the network are located in Germany, Switzerland,

Canada, Spain, Italy, Malaysia, Hong Kong and Singapore.

Conferencing & Collaboration operates over 80,000 conferencing

ports worldwide. Services are provided from full-service operations

centers in Colorado Springs, Colorado; Lenexa, Kansas; Sydney,

Australia; and Clonakilty, Ireland. Automated bridging nodes are

maintained in the U.S., Canada, Australia, Hong Kong, Singapore,

Japan, Malaysia, South Korea and Ireland. Complex, operator-

assisted calls are supported on various commercially available

bridging platforms. Internally developed conference bridges are

used to support automated conferencing services. Customers

access these conferencing platforms through direct inward dialing,

toll-free numbers, the Internet, VoIP-based data networks and

virtual network access.

We currently utilize VoIP networks for origination and termination

traffic for a number of our Data Communications services and for

our ReadyConference GlobalMeet service. We intend to continue

to convert additional traffic to VoIP networks.
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Resea rch  and  Deve lopmen t
We believe that our ability to design, develop, test and support

new technology for service enhancements in a timely manner is

an important contributor to our continued success. By innovating

new services and enhancements to existing services, we can better

meet our enterprise customers’ needs and position ourselves in

larger market segments.

In 2004, we released DocuManager (formerly released and marketed

in North America as Fax2MailSM), our document automation service,

in our Europe and Asia Pacific regions and smsREACHSM, our short

message service, in North America. In addition, we continued to

enhance our proprietary Web-based data collaboration service

with the recent launch of ReadyConference Plus 2.0. Our session

initiation protocol (SIP)-based conferencing service and our

prepaid conferencing service are scheduled to be released in the

second quarter of 2005. We are currently developing a robust API

using open standard XML/ simple object access protocol (SOAP)

interfaces for our Data Communications platform, similar to the

open standard API we released in 2004 for our global Conferencing
& Collaboration platform. We believe the new interface will enable

our customers and professional services team to more easily integrate

transaction-based solutions from third-party systems.

We devote significant resources to the development of new services

and enhancements to existing services and employ approximately

80 research and development professionals. Our research and

development costs for 2004, 2003 and 2002 were $11.0 million,

$8.6 million and $7.2 million, respectively.

Compe t i t i on
We compete with a range of companies in both segments of our

services. For conferencing and collaboration services, we compete

with major telecommunications service providers around the

world such as AT&T Corp., MCI Inc., Sprint Corporation, Global

Crossing Limited and the international public telephone companies.

Because these providers own the underlying telecommunications

network, they may have lower per minute long distance costs than us.

Although these providers hold a large market share, conferencing

is not the primary focus of their bundled service offerings, and we

believe we can compete effectively on the basis of quality of service

and support to better meet customers’ specific conferencing needs.

Additionally, we compete with companies like West Corporation,

Raindance Communications, Inc., ACT Teleconferencing, Inc.,

WebEx Communications, Inc. and Genesys S.A. We also compete

with traditional and IP-based equipment manufacturers and busi-

ness suite software providers that sell various communications

equipment and software applications that enable enterprises to

host calls internally. We believe that we are the second largest

independent audio conferencing provider in the world.

While the data communications industry is highly fragmented, 

we believe that we are the largest worldwide provider of these

services. As we develop new services that automate additional

business processes, we believe that we will be positioned to displace

existing services provided by companies such as West Corporation,

TeleTech Holdings, Inc. and others in the customer relationship

management (CRM) category. We will continue to compete with

EasyLink Services Corporation, Critical Path, Inc., DoubleClick Inc.

and j2 Global Communications, Inc. in the Data Communications

category. Additionally, we compete with a range of equipment and

software providers that enable enterprises to address these

requirements internally.

In all cases, our strategy is to gain a competitive advantage in winning

and keeping customers by innovating new technology-driven

services and supporting them with superior customer service. 

We believe our broad range of communications and data services

provides Premiere Global an advantage over many of our competi-

tors that have more limited service offerings. In addition, our

global reach allows us to pursue contract opportunities with multi-

national enterprises providing an advantage over competitors that

only focus on limited geographies.

Supp l i e r s
We purchase telecommunications services and equipment for use

in our operations from a variety of suppliers. Some of our telecom-

munications supply agreements contain commitments that require

that we purchase a minimum amount of services through 2009. These

costs total approximately $15.4 million, with annual costs of approx-

imately $9.8 million, $3.5 million, $1.0 million, $0.9 million and

$0.2 million in 2005 through 2009, respectively.

Gove rnmen t  Regu la t i on
Federal, state, local and international laws regulating the provision

of traditional telecommunications services may adversely impact

our business. We believe that our business segments operate as

providers of unregulated information services. Consequently, we

do not believe that we are subject to Federal Communications

Commission (FCC) or state public utility commission regulations

applicable to providers of traditional telecommunications services

in the U.S. However, we may be affected by regulatory decisions,

trends or policies issued or implemented by such federal, state,

local or international telecommunications regulatory authorities.

In addition, those authorities may seek to regulate, or impose

requirements with respect to, the services provided by us. For

example, we recently received letters from the Investigations and

Hearing Division of the FCC’s Enforcement Bureau regarding

filing and remittance requirements applicable to traditional 

telephone companies. Management believes that we exercise

reasonable efforts to monitor telecommunications laws, regulations,

decisions and trends and to comply with any applicable legal

requirements. However, if we fail to comply with any such

government authorities as a provider of traditional telephone

services, we could, nevertheless, be temporarily prohibited from

providing portions of our services, be required to restructure

portions of our services or be subject to ongoing reporting and

compliance obligations, including being subject to litigation, fines

or other penalties for any non-compliance. We monitor applicable

legislation and regulatory developments to minimize the risk of our

participation in activities that could contravene telemarketing,

anti-spam and other applicable legal and regulatory requirements.
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Federal, state and international laws regulate telemarketing 

practices, and may adversely impact our business and that of our

customers and potential customers. The FCC promulgated rules

in 1992 to implement the Telephone Consumer Protection Act of

1991 (TCPA). These rules, among others, regulate telemarketing

methods and activities, including the use of pre-recorded messages,

the time of day when telemarketing calls may be made, maintenance

of company-specific “do not call” databases and restrictions on

unsolicited facsimile advertising. Facsimile broadcast providers,

such as our Data Communications business segment, generally

are not liable for their customers’ violations of the TCPA, although

facsimile broadcast providers that have a “high degree of involve-

ment” in their customers’ facsimile advertisements or “actual

knowledge” of a customer’s violation of the TCPA may be held liable

under the TCPA. Although Data Communications has conducted

its operations to meet the facsimile broadcaster provider exemption,

third parties may seek to challenge this exemption, which could

lead to litigation by private parties and governmental bodies, includ-

ing governmental enforcement actions, and could result in damages,

regulatory fines and penalties and the accompanying costs and

uncertainties of such litigation and enforcement actions.

In 2003, the FCC amended its rules under the TCPA. The FCC

retained an exemption from liability for sending unsolicited

commercial facsimile advertisements for facsimile broadcast

providers which solely transmit such advertisements on behalf 

of others. However, the FCC ordered that a sender may fax unso-

licited commercial advertisements only to those from whom the

sender has received prior express consent in writing. The 2003

rule amendments modified the FCC’s prior policy, which permitted

such faxes when an “established business relationship” existed

between the sender of a commercial unsolicited facsimile adver-

tisement and the recipient. Several parties challenged the new

rules, and the FCC has delayed the requirement to have prior written

consent and the deletion of the established business relationship

exemption until June 30, 2005. The FCC is also reviewing several

appeals of these rules. We cannot predict the outcome of these

proceedings. However, if the FCC decides to retain the rule amend-

ments that deleted the established business relationship exemption,

and requires advance written consent, these actions could have 

a material adverse effect on our customers’ use of our Data

Communications’ services.

In addition, our Data Communications’ operations may be subject

to state laws and regulations regulating the unsolicited transmission

of facsimiles. We monitor such federal and state laws and regulations,

and our service agreement with customers generally states that our

customers are responsible for their compliance with all applicable

laws and regulations. We could, nevertheless, be subject to litigation,

enforcement actions, fines, losses and possible other relief under

such laws and regulations.

The FCC, with the Federal Trade Commission (FTC), has also

instituted a national “do not call” registry for residential and

wireless telephone numbers. Telemarketers are barred from calling

consumers who register their telephone numbers in the national

database. In summary, with certain exceptions, telemarketers are

required to access the list before engaging in telemarketing in any

particular area code. Data Communications, as a service provider

to companies that engage in telemarketing, has subscribed to the

federal do not call registry. Although we believe we have taken 

the necessary steps to ensure compliance with the do not call registry

and other rule amendments, regulators or third parties could seek

to challenge our compliance with the federal do not call registry,

federal telemarketing laws, and FCC and FTC rules. The national

do not call registry, while currently in effect, remains subject to

legal challenges in federal court.

In addition to the federal legislation and regulations, there are

numerous state statutes and regulations governing telemarketing

activities, including state do not call list requirements and state

registration and bonding requirements. Data Communications

has compliance policies in place with regard to telemarketing laws

and regulations; however, there can be no assurance that we would

not be subject to litigation by private parties and governmental

bodies, including governmental enforcement actions, alleging a

violation of state or federal telemarketing laws or regulations, and

could result in damages, regulatory fines and penalties and the

accompanying costs and uncertainties of such litigation and

enforcement actions.

A number of states have adopted laws restricting and/or governing

the distribution of unsolicited e-mails, or spam. Other states are

considering similar legislation. Federal legislation, also know as

“Can Spam”, regulates unsolicited commercial e-mails. The Can

Spam law requires unsolicited e-mail marketing messages to have

a valid return address. E-mail marketers are also required to remove

customers from their mailing lists if requested. The Can Spam law

allows the FTC to impose fines, and gives state attorneys general

the power to bring lawsuits. The Can Spam law also preempts state

laws in many respects, although it allows states to continue to regu-

late deceptive e-mails. Data Communications provides a service for

its customers to distribute e-mails, including e-mails that may be

subject to these laws. We have implemented procedures that we

believe comply with our obligations under the law. We have a policy

that prohibits the use of our services to send spam and requires our

customers to comply with all laws and regulations pertaining to

spam, but there can be no assurance that we would not be subject

to litigation alleging a violation of applicable federal and state laws.

A number of legislative and regulatory proposals are under

consideration by federal and state lawmakers and regulatory bodies

and may be adopted with respect to the Internet. Some of the issues

that such laws or regulations may cover include user privacy,

obscenity, fraud, pricing and characteristics and quality of products

and services. The adoption of any such laws or regulations may

decrease the growth of e-commerce, which could in turn decrease

the projected demand for our Web-based services or increase our

costs of doing business. In addition, the sending of unsolicited

commercial e-mail through our network could result in third

parties asserting claims against us. Moreover, the applicability 

to the Internet of existing U.S. and international laws governing

issues such as property ownership, copyright, trade secret, libel,

taxation and personal privacy is uncertain and developing. Any

new legislation or regulation, or application or interpretation of

existing laws, could have a material adverse effect on our business,

financial condition and results of operations.
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In conducting our business, we are also subject to various laws and

regulations relating to commercial transactions generally, such as

the Uniform Commercial Code and are also subject to the electronic

funds transfer rules embodied in Regulation E promulgated by the

Federal Reserve. It is possible that Congress, the states or various

government agencies could impose new or additional requirements

on the electronic commerce market or entities operating therein.

If enacted, such laws, rules and regulations could be imposed on

our business and industry and could have a material adverse effect

on our business, financial condition or results of operations. 

In addition, our international activities also are subject to 

regulation by various international authorities and the inherent

risk of unexpected changes in such regulation. For example, 

the European Privacy and Communication Directive imposes

restrictions on sending unsolicited communications to individuals

via automatic calling machines, fax and e-mail, including SMS

messages. Generally, companies are required to obtain “prior

explicit,” or opt-in, consent before they can contact users via this

type of marketing.

Prop r i e t a r y  R igh t s  and  Techno log y
Our ability to compete is dependent in part upon our proprietary

rights and technology. We currently have three issued U.S. patents

relating to our fax distribution services, each of which will expire

in 2013. We also have two pending Canadian patent applications

and one pending U.S. patent application relating to our document

generation and delivery services. In addition, we have two issued

U.S. patents, a Canadian patent, a U.K. patent and two pending U.S.

patent applications relating to our conferencing services. Of the

patents relating to conferencing services, one U.S. patent expires

in 2007 and one in 2010, and the Canadian and U.K. patents each

expire in 2008. In addition, we own and use a number of federally

registered trademarks and pending applications for trademarks,

including Premiere Global ServicesSM, PGI & DesignSM,

ReadyConference®, Auditorium®, VisionCast®, ReadyCast®,

SoundCast®, GlobalMeetSM, faxREACH®, voiceREACH®,

messageREACH® and smsREACHSM. We own applications and

registrations for many of these and other trademarks and service

marks in the U.S. and in other countries. We rely primarily on a

combination of intellectual property laws and contractual provisions

to protect our proprietary rights and technology. These laws and

contractual provisions provide only limited protection of our

proprietary rights and technology, which include confidential

information and trade secrets that we attempt to protect through

confidentiality and nondisclosure provisions in our agreements.

We typically attempt to protect our confidential information and

trade secrets through these contractual provisions for the terms 

of the applicable agreement and, to the extent permitted by appli-

cable law, for some negotiated period of time following termination

of the agreement. Despite our efforts to protect our proprietary

rights and technology, there can be no assurance that third parties

will not misappropriate our proprietary rights or technology or

independently develop technologies that are similar or superior

to our technology.

Ava i l ab l e  In f o rma t i on
Our corporate Internet address is www.premiereglobal.com. We

have made available free of charge through our Web site (follow the

“Shareholder Information” tab to “SEC Filings”) our annual report

on Form 10-K, quarterly reports on Form 10-Q, current reports on

Form 8-K and amendments to those reports filed or furnished

pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as

practicable after such material was electronically filed with, or

furnished to, the Securities and Exchange Commission (SEC).

Emp loyees
As of December 31, 2004, we employed approximately 2,230 people.

Our employees are not represented by a labor union or covered by

any collective bargaining agreements. We consider our employee

relations to be good.

I TEM 2 . PROPERT IES

Our corporate headquarters occupy approximately 42,000 square

feet of office space in Atlanta, Georgia under a lease expiring

August 2007 and approximately 11,000 additional square feet of

office space in the same location under a lease expiring August 2006.

This office space also includes both Data Communications’ and

Conferencing & Collaboration’s corporate headquarters. Data

Communications occupies additional office space of approximately

45,000 square feet in Tinton Falls, New Jersey under a lease expiring

in May 2016. Conferencing & Collaboration occupies additional

office space of approximately 106,000 square feet in Colorado

Springs, Colorado under a lease expiring August 2006, and

approximately 46,000 square feet of office space in Lenexa, Kansas

under a lease expiring August 2009.

We also lease various data and switching centers and sales offices

within and outside the U.S. We believe that our current facilities

and office space are sufficient to meet our present needs and do

not anticipate any difficulty securing additional space, as needed,

on terms acceptable to us.
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I TEM 3 . LEGAL PROCEED INGS

We have several litigation matters pending, as described below,

which we are defending vigorously. Due to the inherent uncer-

tainties of the litigation process and the judicial system, we are

unable to predict the outcome of such litigation matters. If the

outcome of one or more of such matters is adverse to us, it could

have a material adverse effect on our business, financial condition

and results of operations.

A lawsuit was filed in November 1998 against us and certain of our

officers and directors in the Southern District of New York. Plaintiffs

were shareholders of Xpedite Systems, Inc., who acquired our

common stock upon our acquisition of Xpedite. Plaintiffs allege

causes of action against us for breach of contract, against all defen-

dants for negligent misrepresentation, violations of Sections 11 and

12(a)(2) of the Securities Act of 1933, as amended, and against the

individual defendants for violation of Section 15 of the Securities

Act. Plaintiffs seek undisclosed damages together with pre- and

post-judgment interest, recission or recissory damages as to viola-

tion of Section 12(a)(2) of the Securities Act, punitive damages,

costs and attorneys’ fees. The defendants’ motion to transfer venue

to Georgia has been granted. The defendants’ motion to dismiss

has been granted in part and denied in part. By order dated

September 26, 2003, the district court granted in its entirety the

defendants’ motion for summary judgment and denied as moot

the defendants’ motion in limine. On September 23, 2004, the U.S.

Court of Appeals for the Eleventh Circuit affirmed as to the dismissal

of the negligent misrepresentation claim and the claim under

Section 12. The Eleventh Circuit reversed and remanded for further

proceedings on the Section 11 claim. On October 14, 2004, defen-

dants filed a motion for partial rehearing and partial rehearing en

banc as to the Eleventh Circuit’s ruling on the Section 11 claim.

That motion was denied by the Eleventh Circuit by Order dated

November 22, 2004. Thereafter, we filed a motion to stay mandate

pending filing of petition for writ of certiorari in the U. S. Supreme

Court. That motion was also denied by the Eleventh Circuit by Order

dated December 14, 2004. The case has now been remanded to

the district court, with only the Section 11 claim remaining. In

February 2005, we filed a petition for writ of certiorari in the U.S.

Supreme Court for review of the Eleventh Circuit’s Order, which is

pending. Also in February 2005, we filed a renewed motion for

summary judgment and renewed motion in limine to exclude expert

opinions in the district court. Those motions are also pending.

In December 2001, our subsidiary, Voice-Tel Enterprises, LLC, filed

a complaint against Voice-Tel franchisees, JOBA, Inc. and Digital

Communication Services, Inc. in the U.S. District Court for the

Northern District of Georgia. The complaint sought injunctive

relief and a declaratory judgment with respect to Voice-Tel’s right

to terminate the franchise agreements with JOBA and Digital. 

In January 2002, JOBA and Digital answered the complaint and

asserted counterclaims against Voice-Tel for alleged breach of

franchise agreements and other alleged franchise-related agree-

ments. JOBA and Digital also asserted third-party claims alleging

tortious interference of contract against us and our subsidiary,

Premiere Communications, Inc. In January 2002, plaintiffs and

third-party defendants filed responses and answers to the counter-

claims and third-party complaint, and Voice-Tel filed additional

breach of contract and tort claims against JOBA and Digital. The

Digital franchise agreement contained a mandatory arbitration

provision, which was not found in the JOBA franchise agreement,

and the breach of franchise claims pertaining to Digital were severed

and sent to arbitration, which was concluded in the summer of

2003. In July 2002, Voicecom Telecommunications, LLC, which is

not our affiliate, was added as a party plaintiff in the lawsuit against

JOBA and Digital. In March 2003, the court granted our motion for

summary judgment, and dismissed PCI and us from the case. The

court also granted partial summary judgment in favor of each of

the parties, narrowing the claims for trial. In 2004, JOBA requested

that the court reconsider an earlier ruling that precluded JOBA

from amending its counterclaim to add a claim for alleged construc-

tive termination of the franchise agreement by Voice-Tel. In

September 2004, the court granted JOBA’s request for leave to

amend its counterclaim to add a claim for alleged constructive

termination of the franchise agreement. In December 2004,

Voice-Tel and Voicecom moved the court to consolidate this case

with another pending franchisor-franchisee dispute between

Voicecom and JOBA. No date has been set for trial.

In March 2004, in a separate action, JOBA filed a third-party

complaint against PCI, Voice-Tel and us. The claims were filed in 

a lawsuit pending in the State Court of Fulton County, Georgia,

between JOBA, and its current franchisor, Voicecom, in which

Voicecom sought a declaratory judgment with respect to its rights

and/or responsibilities under an equipment, sales and service

term sheet. Voice-Tel had served as the franchisor to JOBA from

1997 until March 2002, when Voicecom acquired substantially all

of the assets of PCI and Voice-Tel, including the JOBA franchise

agreement. The third-party claims by JOBA against PCI, Voice-Tel

and us purport to arise out of the same transactions and occurrences

that form the subject matter of litigation currently pending (or

which had been dismissed) in federal court in the Northern

District of Georgia. In April 2004, we answered and responded to

the third-party complaint in State Court of Fulton County, and,

among other things, filed motions to dismiss the third-party

complaint, strike portions of the third-party complaint and stay

proceedings. JOBA responded to our motions and filed certain

offensive motions to which the third-party defendants responded

and objected. No discovery has been taken in that case, and the

court has not yet ruled on any pending motions. A hearing is

scheduled on all pending motions on March 31, 2005.
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We have received letters from A2D, L.P., an affiliate of Ronald A.

Katz Technology Licensing, L.P. informing us of the existence of

certain of Katz’s patents and the potential applicability of those

patents to certain of our services. The letters also include an offer

to us of a non-exclusive license to the Katz portfolio of patents. We

are currently considering the matter raised in these letters, and

no legal proceedings have been instituted at this time. If the Katz

patents are valid, enforceable and apply to certain of our services,

we may seek a license from A2D. If we decide to seek such a license,

it is uncertain as to the terms upon which we may be able to negotiate

and obtain a license, if at all, as well as to the amount of the possible

one-time and recurring license fees which we may be required to pay.

In September 2004, Captaris, Inc. filed suit against our Data

Communications’ subsidiary, Xpedite, in the U.S. District Court

for the Western District of Washington alleging breach of contract

in connection with license and reseller agreements for Captaris’

e-document delivery technology executed by the parties in

September 2003. The agreements provided that the parties would

cooperate in providing mutual resale opportunities for each other’s

services and provide for minimum compensation to Captaris of

$2.0 million over a three-year period. Captaris seeks damages 

of in an unspecified amount, not less than $250,000, plus interest.

We withheld this amount, which was the initial payment due in

September 2004, from the amounts owing to Captaris under the

agreements on the grounds that Captaris had not performed its

obligations under such agreements. In January 2005, we answered

the complaint denying that any money is due as a result of Captaris’

failure to perform its obligations under the agreements, and filed a

counterclaim against Captaris alleging that the license agreement

was unenforceable because the parties did not reach agreement on

its essential terms, and alternatively, for breach of contract, breach

of Captaris’ duty of good faith and fair dealing and contractual

warranties and anticipatory repudiation. We seek damages in an

amount to be determined at trial.

On February 22, 2005, Paul Worsham filed a purported class action

in the Circuit Court for Montgomery County, Maryland against our

Data Communications subsidiary, Xpedite. The complaint alleges

that we transmitted prerecorded telephone calls advertising Data

Communications’ services to telephone numbers in Maryland,

including to Mr. Worsham’s telephone number, in violation of the

federal TCPA and applicable FCC rules. The complaint also alleges

violations of federal caller identification requirements under 

FCC rules and violations of the Maryland Telephone Consumer

Protection Act. The complaint seeks statutory damages under the

federal and Maryland statutes for each violation and injunctive

relief. We have 30 days from the date of service to file an answer in

this matter, and the court has scheduled a scheduling conference

for May 27, 2005. We may be entitled to indemnification or

contribution from other non-parties to this action. The outcome

of these matters, including the plaintiff’s success in achieving

class certification, is uncertain at this time.

The previously disclosed claims between our Data Communications’

subsidiary, Xpedite, and Cable &Wireless USA, Inc. have been

resolved by the parties in connection with C&W’s bankruptcy case’s

claim resolution process.

We are also involved in various other legal proceedings which we

do not believe will have a material adverse effect upon our business,

financial condition or results of operations, although no assurance

can be given as to the ultimate outcome of any such proceedings.

I TEM 4 . SUBMISS ION OF  MATTERS  TO A
VOTE  OF  SECUR ITY HOLDERS

No matter was submitted to a vote of our security holders during

the fourth quarter of the fiscal year covered by this report.
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PART I I

I TEM 5 . MARKET  FOR REG ISTRANT ’S  
COMMON EQU ITY,  RELATED  STOCKHOLDER
MATTERS  AND ISSUER  PURCHASES  OF  
EQU ITY SECUR IT I ES

Our common stock, $.01 par value per share, traded on the Nasdaq

National Market under the symbol “PTEK” since our initial public

offering on March 5, 1996 until January 3, 2005 when we transferred

the listing of our common stock to the NYSE under the symbol

“PGI”. The following table sets forth the high and low closing sales

prices of our common stock as reported on the Nasdaq National

Market for the periods indicated.

2 0 0 4 Hi g h L o w

Fourth Quarter $11.27 $8.41
Third Quarter 12.14 7.62
Second Quarter 11.55 9.68
First Quarter $10.60 $8.43

2 0 0 3 Hi g h L o w

Fourth Quarter $ 9.80 $8.01
Third Quarter 8.74 5.19
Second Quarter 5.20 3.70
First Quarter $ 4.54 $3.29

The closing price of our common stock as reported on the NYSE

on March 11, 2005 was $10.41. As of March 1, 2005 there were 

535 record holders of our common stock.

We have never paid cash dividends on our common stock, and the

current policy of our board of directors is to retain any available

earnings for use in the operation and expansion of our business.

The payment of cash dividends on our common stock is unlikely

in the foreseeable future. Any future determination to pay cash

dividends will be at the discretion of our board and will depend

upon our earnings, capital requirements, financial condition and

any other factors deemed relevant by our board.

In June 2004, we entered into a three-year, senior secured revolving

credit facility with Bank of America, N.A., as agent, which we

amended in February 2005 to increase the line to $180.0 million,

among other things. See “Management’s Discussion and Analysis.”

The credit agreement related to our line of credit contains customary

prohibitions on our ability to declare any cash dividends on our

common stock until all obligations under the line of credit are

paid in full and all letters of credit have been terminated.

I s sue r  Pu rchases  o f  Equ i t y  Secu r i t i e s
In the fourth quarter of 2004, we did not purchase any shares

under our stock repurchase plan. The remaining maximum

number of shares that may yet be purchased under the plan as 

of December 31, 2004 was 4,452,038.

I TEM 6 . SELECTED  F INANC IAL DATA

The following selected consolidated statement of operations data,

balance sheet data, and cash flow data as of and for the years ended

December 31, 2004, 2003, 2002, 2001 and 2000 have been derived

from our audited consolidated financial statements. The selected

consolidated financial data should be read in conjunction with

“Management’s Discussion and Analysis of Financial Condition and

Results of Operations” and our consolidated financial statements

and the notes hereto.
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Ye a r s  E n d e d  D e c e m b e r  3 1 ,

2 0 0 4 2 0 0 3 2 0 0 2 2 0 0 1 2 0 0 0

( i n  t h o u s a n d s ,  e x c e p t  p e r  s h a r e  d a t a )

STATEMENT OF OPERATIONS DATA:

Revenues $ 449,371 $381,280 $341,253 $ 330,416 $303,244
Operating income (loss) 71,394 37,199 24,905 (177,142) (58,206)
Income (loss) from continuing operations

attributable to common and common

equivalent shares for:

– basic income (loss) per share 40,685 26,913 14,423 (209,658) (46,602)
– diluted income (loss) per share 42,071 27,886 14,423 (209,658) (46,602)

Income (loss) from continuing operations per

common and common equivalent shares for: 

–  basic (1) $ 0.63 $ 0.50 $ 0.27 $ (4.19) $ (0.97)
– diluted (1) $ 0.58 $ 0.45 $ 0.26 $ (4.19) $ (0.97)

Gain (loss) from discontinued operations 1,195 (976) (12,532) (32,462) (12,264)
Net income (loss) attributable to common and

common equivalent shares for:

– basic net income (loss) per share 41,880 25,937 1,891 (242,120) (58,866)
– diluted net income (loss) per share 43,266 26,910 1,891 (242,120) (58,866)

Net income (loss) per common and common

equivalent shares for: 

– basic (1) $ 0.65 $ 0.48 $ 0.04 $ (4.84) $ (1.22)
– diluted (1) $ 0.60 $ 0.44 $ 0.03 $ (4.84) $ (1.22)

Shares used in computing income (loss) from

continuing operations and net income (loss) per

common and common equivalent shares for:

– basic 64,086 53,767 53,550 49,998 48,106
– diluted 72,280 61,301 56,262 49,998 48,106

Balance Sheet Data (at period end):

Cash, equivalents and marketable securities $ 26,458 $ 24,521 $ 69,418 $ 49,500 $ 29,716
Working capital 27,062 8,626 62,103 13,116 15,949
Total assets 435,476 339,297 352,093 386,438 630,933
Total debt 68,184 105,000 180,227 187,176 178,762
Total shareholders’ equity 266,930 133,718 84,338 79,032 313,406

Statement of Cash Flow Data:

Cash provided by (used in) operating activities from:

Continuing operations 82,495 59,834 37,244 29,034 7,503
Discontinued operations – – (5,804) 31,871 10,426
Total $ 82,495 $ 59,834 $ 31,440 $ 60,905 $ 17,929

Cash (used in) provided by investing activities from:

Continuing operations (111,118) (41,860) (6,175) (32,548) 3,643 
Discontinued operations – – (155) (2,857) (10,109)
Total $ (111,118) $ (41,860) $ (6,330) $ (35,405) $ (6,466)

Cash provided by (used in) financing activities from:

Continuing operations 30,481 (62,573) (5,911) 1,660 (615)
Discontinued operations – – (1,086) (1,964) (1,779)
Total $ 30,481 $ (62,573) $ (6,997) $ (304) $ (2,394)

(1) Basic net income (loss) per share is computed using the weighted average number of shares of common stock outstanding during the period. Diluted net 

income (loss) per share is computed using the weighted average number of shares of common stock and dilutive common stock equivalents outstanding during

the period from convertible preferred stock, convertible subordinated notes (using the if-converted method), unvested restricted stock and from stock options

(using the treasury stock method). Net income available to common shareholders was adjusted for the interest expense related to our convertible notes prior

to conversion.
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Our results of operations include revenues and associated costs

for all acquisitions as discussed in “Management’s Discussion and

Analysis of Financial Condition and Results of Operations” from

the effective date of each acquisition.

On March 26, 2002, we sold substantially all of the assets of our

Voicecom operating segment, exclusive of its Australian operations,

to Gores Technology Group, for a total purchase price of approxi-

mately $22.4 million, comprised of cash and the assumption of

certain liabilities. In accordance with Statement of Financial

Accounting Standards (“SFAS”) 144, “Accounting for the Impairment

or Disposal of Long-Lived Assets,” the transaction was accounted

for as a discontinued operation. See “Management’s Discussion

and Analysis of Financial Condition and Results of Operations –

Discontinued Operations.”

I TEM 7 . MANAGEMENT ’S  D ISCUSS ION AND 
ANALYS IS  OF  F INANC IAL CONDIT ION 
AND RESULTS  OF  OPERAT IONS

Ove r v i ew
We are a global outsource provider of business communications

services and business process solutions. Our Data Communications

business segment offers a comprehensive suite of data communi-

cations services and business process solutions for the delivery 

of our customers’ business critical, time-sensitive information.

Our Conferencing & Collaborations business segment offers a 

full suite of traditional and VoIP-based audio conferencing and

Web-based data collaboration services. All significant intercompany

accounts and transactions have been eliminated in consolidation.

In addition, we discontinued our Voicecom segment, exclusive of

its Australian operations, through an asset sale, effective March 26,

2002. The Australian operations were subsequently discontinued

in December 2002. Voicecom offered a suite of integrated commu-

nications services, including voice messaging services, interactive

voice response services and unified communications services.

In 2004, we continued to focus on revenue growth, both organically,

including through growth in our transactional and Web-based

services and international revenues, as well as through accretive

acquisitions. In addition, we remained focused on reducing our

operating costs to generate additional earnings through cost saving

initiatives, including re-negotiations of our telecommunications

service provider contracts and network consolidation at both

business segments.

Key highlights of our financial and strategic accomplishments for

our year ended December 31, 2004 include:

• increased Data Communications and Conferencing &

Collaboration segment revenue by 10.3% to $246.9 million 

and by 28.6% to $202.8 million, respectively, from 2003

• generated $82.5 million of cash flows from operating activities,

up 37.9% from 2003

• decreased costs of revenue (excluding depreciation) by 10.4%

from 2003

• repurchased 1.5 million shares of our common stock in open

market transactions

• forced the conversion of the entire $85.0 million principal

amount of our 2008 convertible notes

• increased our credit facility from $60.0 million to $120.0

million (recently expanded to $180.0 million in 2005) for work-

ing capital and expansion opportunities

• completed accretive acquisitions

• realized significant gain on our EasyLink note investment

In 2004, we utilized our operating cash flow and credit facility 

to eliminate all of our convertible debt, acquire complementary

companies and repurchase shares of our common stock. We also

adopted a solutions-based sales model and devoted significant

resources to the introduction of a number of specific applications

within key vertical markets, as well as enhancements to our existing

services. In addition, we transitioned some of our services to 

VoIP delivery. We believe that expenditures associated with these

efforts were needed in order to better respond to technological

changes and customer demands.

We believe that our financial results remained strong despite

challenges we faced in 2004 and will continue to face in 2005,

including competitive and price factors, potential regulatory

changes, market acceptance of our new services and decreased

sales to one of our historically largest customers.

At the beginning of 2005, we adopted a single brand, Premiere

Global Services, for both of our segments to better reflect our

business focus and transferred listing of our common stock to the

NYSE. We intend to continue offering innovative services and

implementing open access to our communications technologies

platform via standard protocols. In addition, we intend to use our

improved liquidity to take advantage of consolidation opportuni-

ties in the industries in which we compete, including with the

announcement of our pending acquisition of the conferencing

services business of Citizens Communications. We believe that

these efforts will assist us in our 2005 focus to continue to

increase our market share.

Revenues are recognized when persuasive evidence of an 

arrangement exists, services have been rendered, the price to the

buyer is fixed or determinable, and collectibility is reasonably

assured. Revenues consist of fixed monthly fees and usage fees

generally based on per minute or transaction rates. Our revenue

recognition policies are consistent with the guidance in Staff

Accounting Bulletin (SAB) No. 101, “Revenue Recognition 

in Financial Statements,” as amended by SAB No. 101A, 101B 

and SAB 104.
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“Cost of revenues” includes network telecommunication costs

and direct operating costs exclusive of depreciation as defined

below. Network telecommunication costs consist primarily of 

per minute based and fixed telecommunication costs incurred 

in providing our services. Direct operating costs consist primarily

of customer service, information technology and network engi-

neering wages, benefits, travel, consulting fees and facility costs.

Additionally, we include in cost of revenues the cost of interna-

tional ship-to-shore messaging services and per minute costs of

providing Web conferencing services.

“Selling and marketing” costs consist primarily of salaries and

wages, benefits, travel and entertainment, advertising, commissions

and facility costs associated with selling or marketing our services.

“General and administrative” costs consist primarily of salaries

and wages, benefits, travel, consulting fees and facility costs asso-

ciated with corporate governance, executive management, finance

and human resources. Bad debt expense is also included in this

line item.

“Research and development” costs consist primarily of salaries

and wages, benefits, travel, consulting fees and facilities costs

associated with developing service enhancements, maintaining

product and new product development.

“Depreciation” and “amortization” includes depreciation of

computer server, Internet and telecommunications equipment,

furniture and fixtures, office equipment, leasehold improve-

ments and amortization of intangible assets, patent costs and

trademark costs. We provide for depreciation using the straight-

line method of depreciation over the estimated useful lives of

property and equipment, generally two to ten years, with the

exception of leasehold improvements which are depreciated on a

straight-line basis over the shorter of the term of the lease or the

useful life of the asset. Amortization consists of customer lists,

patents, trademarks and covenants not to compete. Customer

lists, patents, trademarks and covenants not to compete, which

comprise intangible assets, are amortized over the useful life of

the asset generally ranging from three to seven years.

“Restructuring costs” represent severance, exit costs and contractual

obligation costs associated with the realignment of workforces,

unutilized lease space and the exit of certain operations.

“Equity based compensation” relates primarily to expense for stock

options that have been modified and the cost of stock options and

restricted stock issued to employees, directors, advisors and

consultants for services rendered. Commencing in 2004, equity

based compensation which is awarded as part of sales incentive

programs are included as part of selling and marketing expense.

“Asset impairments” represent the adjustment of the carrying

value of long-lived assets to current fair value under Statement of

Financial Accounting Standards (SFAS) No. 144 “Accounting for

the Impairment or Disposal of Long-Lived Assets.” Long-lived

assets subject to this fair value assessment were goodwill,

customer lists, developed technology and property, plant and

equipment, trademarks and patents.

“Net legal settlements and related expenses” represent the costs

incurred or management’s estimate of probable costs that can 

be reasonably estimated with regard to legal contingencies and

related matters.

“Interest expense” includes interest costs, amortized debt issue

costs and unused line of credit fees associated with our convertible

subordinated notes, line of credit and capital lease obligations.

“Interest income” includes interest earned on highly liquid

investments with a maturity at date of purchase of three months 

or less and interest on employee loans.

“(Loss) gain on sale of marketable securities” includes proceeds

less commissions in excess of original cost on the sale of marketable

securities available for sale. These marketable securities are traded

on a national exchange with a readily determinable market price.

“Gain on repurchase of bonds” includes proceeds on the early

retirement of our 2004 convertible subordinated notes purchased

in the open market, net of unamortized debt issuance costs.

“Debt conversion costs” includes the cost of early conversion of our

2008 convertible notes with related deferred financing costs and

deferred financing costs associated with the replacement of our

$60 million line of credit with a $120 million line of credit in 2004.

“Pre-payment of note receivable” includes the amount we received

for pre-payment of our note receivable due from EasyLink in excess

of the carrying amount recorded.

“Other, net” includes gains and losses from other non-operating

activities.

The preparation of financial statements in conformity with GAAP

requires us to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the financial state-

ments and reported amounts of revenues and expenses during the

reporting period. Actual results could differ from the estimates.

See the section entitled “–Critical Accounting Policies.” The

following discussion and analysis provides information which 

we believe is relevant to an assessment and understanding of our

consolidated results of operations and financial condition. This

discussion should be read in conjunction with our consolidated

financial statements contained herein and notes thereto.
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Resu l t s  o f  Ope ra t i ons
The following table presents the percentage relationship of

certain statements of operations line items to total revenues for

our consolidated operating results for the periods indicated:

Years Ended December 31,

2 0 0 4 2 0 0 3 2 0 0 2

REVENUES 100.0% 100.0% 100.0%
OPERATING EXPENSES

Cost of revenues 

(exclusive of depreciation 

shown separately below) 35.8 38.1 37.5
Selling and marketing 26.2 26.6 26.2
General and administrative 11.1 11.6 13.4
Research and development 2.4 2.2 2.1
Depreciation 5.9 6.2 6.3
Amortization 2.0 1.8 3.2
Restructuring costs – 2.9 0.5
Asset impairments – – 0.9
Equity based compensation 0.7 0.8 0.5
Net legal settlements 

and related expenses – – 2.1
Total operating expenses 84.1 90.2 92.7

OPERATING INCOME 15.9 9.8 7.3

OTHER (EXPENSE) INCOME

Interest expense (1.0) (2.5) (3.4)
Interest income 0.1 0.2 0.4
Debt conversion costs (3.8) – –
(Loss) gain on sale of 

marketable securities (0.0) 0.4 0.3
Gain on prepayment 

of note receivable 1.9 – –
Gain on repurchase of bonds – 0.0 –
Other, net 0.5 – –

Total other (expense) income (2.3) (1.9) (2.7)
INCOME FROM CONTINUING 

OPERATIONS BEFORE

INCOME TAXES 13.6 7.9 4.6
INCOME TAX EXPENSE 4.6 0.8 0.4
INCOME FROM

CONTINUING OPERATIONS 9.0% 7.1% 4.2%

DISCONTINUED OPERATIONS:

Gain (loss) from operations 

of Voicecom 0.4 (0.4) (4.7)
Income tax expense (benefit) 0.1 (0.1) (1.1)

Gain (loss) on 

discontinued operations 0.3 (0.3) (3.6)
NET INCOME 9.3% 6.8% 0.6%

The following table presents certain financial information about

our Data Communications and Conferencing & Collaboration

business segments and for unallocated corporate costs for the

periods presented (in millions), with amortization expense and

asset impairments allocated to the appropriate operating segment:

Years Ended December 31,

2 0 0 4 2 0 0 3 2 0 0 2

REVENUES:

Revenues from

continuing operations:

Data Communications $246.9 $223.8 $202.9
Conferencing & Collaboration 202.8 157.7 138.5
Eliminations (0.3) (0.2) (0.1)

$449.4 $381.3 $341.3

Revenues from 

discontinued operations:

Voicecom – – 15.8
$449.4 $381.3 $357.1

INCOME (LOSS):

Income (loss) from

continuing operations:

Data Communications $ 23.5 $ 27.8 $ 22.1
Conferencing & Collaboration 29.3 25.3 24.3
Unallocated corporate costs (12.1) (26.2) (31.7)
Eliminations – – (0.3)

$ 40.7 $ 26.9 $ 14.4

Gain (loss) from 

discontinued operations:

Voicecom 1.2 (1.0) (12.5)
Net income: $ 41.9 $ 25.9 $ 1.9

The following table presents financial information based on our

continuing geographic segments for the years ended December 31,

2004, 2003 and 2002 (in millions):

Operating Identifiable

Revenues Income Assets

2004

North America $293.3 $46.1 $357.9
Europe 84.0 11.9 51.3
Asia Pacific 72.1 13.4 26.3

Total $449.4 $71.4 $435.5

2003

North America $246.9 $22.2 $272.4
Europe 69.4 10.8 38.6
Asia Pacific 65.0 4.2 28.3

Total $381.3 $37.2 $339.3

2002

North America $228.8 $20.5 $285.3
Europe 56.6 1.8 41.0
Asia Pacific 55.9 2.6 25.8

Total $341.3 $24.9 $352.1
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Revenues
Consolidated revenues from continuing operations were 

$449.4 million in 2004, $381.3 million in 2003 and 

$341.3 million in 2002. Consolidated revenues in 2004 

and 2003 increased from the previous year by 17.9% and 

11.7%, respectively.

Data Communications revenue was 54.9%, 58.7%, and 59.5% 

of consolidated revenues for 2004, 2003 and 2002, respectively.

Data Communications revenue was $246.9 million in 2004,

$223.8 million in 2003 and $202.9 million in 2002. Revenues in

both 2004 and 2003 increased from the previous year by 10.3%.

These increases were associated with growth in our transactional

messaging, desktop fax and e-mail services. Additionally, these

increases were augmented by our acquisitions of Cable & Wireless

USA, Inc. (C&W), BillWhiz, Inc. d/b/a Linkata Technologies and

MediaLinq, an outsource division of Captaris, Inc. operated by

Captaris’ wholly-owned subsidiary, MediaTel Corporation (Delaware)

in 2003 and of Adval Communications, Inc. and its affiliates,

Unimontis AG and its affiliates, and I-Media, SA and its affiliates

in 2004, and the positive effect of foreign exchange rates to the

U.S. dollar. An analysis of the effect of foreign exchange rate changes

to the U.S. dollar can be found in “Quantitative and Qualitative

Measures.” Total billable Data Communications minutes were 

3.4 billion in 2004, 2.9 billion in 2003 and 2.2 billion in 2002.

Conferencing & Collaboration revenue was 45.1%, 41.4% and 40.6%

of consolidated revenues for 2004, 2003 and 2002, respectively.

Conferencing & Collaboration revenue was $202.8 million in 2004,

$157.7 million in 2003 and $138.5 million in 2002. Revenues in

2004 and 2003 increased from the previous year by 28.6% and

13.9%, respectively. These increases were associated with growth

in our Web collaboration and automated audio conferencing

services. Additionally, these increases were augmented by our

acquisitions of Affinity Conferencing Services, Inc. in 2003 and

Resource Communications, Inc. (RCI), the conferencing services

division of ClearOne Communications, Inc., Connect-us

Communications, LLC and Conference Call Services, Inc. (CCS) in

2004, and the positive effect of foreign exchange rates to the U.S.

dollar. An analysis of the effect of foreign exchange rate changes to

the U.S. dollar can be found in “Quantitative and Qualitative

Measures.” Total billable Conferencing & Collaboration minutes

were 1.9 billion in 2004, 1.3 billion in 2003 and 0.9 billion in 2002.

Geographically, we have experienced revenue growth in North

America, Europe and Asia Pacific as a result of existing service

revenue growth, acquisitions as mentioned above and the favorable

effect of foreign exchange rates to the U.S. dollar. North America

revenue was $293.3 million in 2004, $246.9 million in 2003 and

$228.8 million in 2002. North America revenue in 2004 and 2003

increased 18.8% and 7.9% from the previous year, respectively.

European revenue was $84.0 million in 2004, $69.4 million in 2003

and $56.6 million in 2002. European revenue in 2004 and 2003

increased from the previous year by 21.0% and 22.7%, respectively.

Asia Pacific revenue was $72.1 million in 2004, $65.0 million in

2003 and $55.9 million in 2002. Asia Pacific revenue in 2004 

and 2003 increased from the previous year by 10.9% and 16.2%,

respectively. At current foreign exchange rates and with our contin-

ued international expansion effort, we expect continued growth in

Europe and Asia Pacific.

Cos t  o f  revenues
Consolidated cost of revenues were 35.8%, 38.1%, and 37.5% 

of consolidated revenues in 2004, 2003 and 2002, respectively.

Consolidated cost of revenues from continuing operations increased

10.4% to $160.7 million in 2004 from $145.5 million in 2003 and

increased 13.8% in 2003 from $127.9 million in 2002. The decrease

in cost of revenues as a percentage of revenues from 2003 to 2004

is the result of our contract re-negotiations with telecommunica-

tions service providers and network consolidation at both Data

Communications and Conferencing & Collaboration. Total annual

estimated cost savings from these initiatives were approximately

$18.0 million. These costs savings were offset in part by reductions

in the average selling price per minute of the service offerings of

both Data Communications and Conferencing & Collaboration.

The increase in cost of revenues as a percentage of revenues from

2002 to 2003 was the result of reductions in the average selling

price per minute at a greater rate than reductions in cost of revenues.

We expect cost of revenues as a percentage of revenues to remain

stable or to slightly decline as a result of continued contract re-

negotiations with our telecommunications service providers,

continued network consolidation and our introduction of new

technologies. Data Communications cost of revenues represented

$87.0 million in 2004, $81.8 million in 2003 and $71.7 million in

2002, or 35.2%, 36.6% and 35.3% of segment revenue, in 2004,

2003 and 2002, respectively. Conferencing & Collaboration cost

of revenues represented $73.9 million in 2004, $63.9 million in

2003 and $56.3 million in 2002, or 36.5%, 40.5% and 40.7% of

segment revenue, in 2004, 2003 and 2002, respectively.

Se l l i ng  and  marke t i ng
Consolidated selling and marketing costs from continuing operations

as a percent of consolidated revenues were 26.2%, 26.6%, and

26.2% in 2004, 2003 and 2002, respectively. Consolidated selling

and marketing costs from continuing operations increased 16.2%

to $117.7 million in 2004 from $101.3 million in 2003, and increased

13.9% in 2003 from $89.0 million in 2002. The growth in selling

and marketing costs and the consistency in the percent of revenues

is the result of increased direct selling headcount, indirect selling

channel expansion, acquisitions and costs associated with marketing

programs to promote new service offerings. We expect selling and

marketing expenses as a percentage of revenue will continue to grow

as IBM becomes a smaller percentage of our consolidated revenues.

Selling and marketing costs related to IBM as a percentage of

revenue are significantly lower than for our other customers. We

continue to re-invest in selling and marketing resources to expand

distribution channels and geographic reach for our various service

offerings. Data Communications selling and marketing expense

represented $67.9 million in 2004, $64.3 million in 2003 and

$61.6 million in 2002, or 27.5%, 28.7% and 30.4% of segment

revenue, in 2004, 2003 and 2002, respectively. Conferencing &

Collaboration selling and marketing expense represented 

$49.8 million in 2004, $37.0 million in 2003 and $27.4 million in

2002, or 24.6%, 23.4% and 19.8% of segment revenue, in 2004,

2003 and 2002, respectively. Included in selling and marketing

costs for 2004 is $0.3 million of sales incentive compensation

which was awarded in the form of non-cash restricted shares.
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Gene ra l  and  admin i s t r a t i ve
Consolidated general and administrative costs from continuing

operations as a percentage of consolidated revenues were 11.1%,

11.6% and 13.4% in 2004, 2003 and 2002, respectively. Consolidated

general and administrative costs from continuing operations

increased 12.6% to $50.1 million in 2004 from $44.5 million in

2003, and decreased 2.4% in 2003 from $45.6 million in 2002.

The increase in general and administrative costs on an absolute

dollar basis in 2004 compared to 2003 is the result of corporate

governance costs associated with our Sarbanes-Oxley compliance

initiatives of approximately $2.8 million and temporary adminis-

trative functional costs associated with the acquisitions we made

in 2004. These increases were offset by a reduction in bad debt

experience in Conferencing & Collaboration. The decrease in

general and administrative costs in 2003 compared to 2002 is the

result of reductions in general and administrative support headcount

in the two business segments and Corporate and reduced bad debt

experience at Conferencing & Collaboration. As a percentage of

revenues, general and administrative costs have declined from 2002

to 2004 as a result of the benefit of increased revenues leveraging

the semi-fixed cost structure of our general and administrative

costs. We expect general and administrative costs to continue to

decline as a percentage of revenues as we continue to increase

revenues over this semi-fixed cost structure. Data Communications

general and administrative expense represented $21.4 million in

2004, $20.8 million in 2003 and $17.3 million in 2002, or 8.7%,

9.3% and 8.5% of segment revenue, in 2004, 2003 and 2002,

respectively. Conferencing & Collaboration general and adminis-

trative expense represented $14.7 million in 2004, $12.1 million in

2003 and $12.5 million in 2002, or 7.2%, 7.7% and 9.1% of segment

revenue, in 2004, 2003 and 2002, respectively. Unallocated corporate

general and administrative expense represented $14.0 million in

2004, $11.4 million in 2003 and $15.8 million in 2002.

Resea rch  and  deve lopmen t
Consolidated research and development costs from continuing

operations as a percentage of consolidated revenues were 2.4%,

2.2% and 2.1% in 2004, 2003 and 2002, respectively. Consolidated

research and development costs from continuing operations

increased 28.0% to $11.0 million in 2004 from $8.6 million in 2003,

and increased 18.4% in 2003 from $7.2 million in 2002. In absolute

dollars, research and development costs increased as a result of

our expanded service offerings and the transition of some of our

services to VoIP delivery at Data Communications and Conferencing

& Collaboration. As our service offerings and modalities expand,

we expect continued expansion in this area of our business as

required to meet our customers’ needs. Data Communications

research and development expense represented $8.8 million in

2004, $6.5 million in 2003 and $5.4 million in 2002, or 3.6%, 2.9%

and 2.7% of segment revenue, in 2004, 2003 and 2002, respectively.

Conferencing & Collaboration research and development expense

represented $2.2 million in 2004, $2.1 million in 2003 and 

$1.8 million in 2002, or 1.1%, 1.3% and 1.3% of segment revenue,

in 2004, 2003 and 2002, respectively. 

Deprec i a t i on
Consolidated depreciation costs from continuing operations as 

a percentage of consolidated revenues were 5.9%, 6.2% and 6.3%

in 2004, 2003 and 2002, respectively. Consolidated depreciation

costs from continuing operations increased 11.9% to $26.4 million

in 2004 from $23.6 million in 2003 and increased 9.5% from

$21.5 million in 2002. Depreciation costs as a percentage of revenue

have remained relatively stable to slightly down as we have invested

in our infrastructure prudently to meet growth in our business and

at the same time have found more cost effective ways to provide

for these capacity needs through the use of new technologies. Data

Communications depreciation expense represented $15.3 million

in 2004, $14.2 million in 2003 and $13.1 million in 2002, or 6.2%,

6.4% and 6.5% of segment revenue, in 2004, 2003 and 2002,

respectively. Conferencing & Collaboration depreciation expense

represented $10.1 in 2004, $8.4 million in 2003 and $7.5 million

in 2002, or 5.0%, 5.3% and 5.4% of segment revenue, in 2004,

2003 and 2002, respectively. Unallocated corporate depreciation

costs remained relatively constant at $0.9 million for 2004, 2003

and 2002. These costs represent leasehold costs and the cost of

shared back-office systems.

Amor t i z a t i on
Consolidated amortization from continuing operations as a

percentage of consolidated revenues was 2.0%, 1.8% and 3.2% 

in 2004, 2003 and 2002, respectively. Consolidated amortization

from continuing operations was $8.9 million, $6.7 million and

$10.9 million in 2004, 2003 and 2002, respectively. Amortization

expense has increased in absolute dollars as a result of our acqui-

sitions, and as a percentage of revenues remained stable as a result

of the above-mentioned accretive acquisitions and the organic

revenue growth of both business segments.

Res t r u c tu r i ng  cos t s
Consolidated restructuring costs from continuing operations as 

a percentage of consolidated revenues was 0.0%, 2.9% and 0.5%

in 2004, 2003 and 2002, respectively. Consolidated restructuring

costs from continuing operations were $0.0 million, $10.9 million

and $1.8 million in 2004, 2003 and 2002, respectively.

During 2003, management executed a plan to reduce annual 

operating expenses through a reduction in personnel costs related

to our operations, sales and administration and the abandonment

of certain facilities deemed to have no future economic benefit on

us, net of estimated sublease payments. Data Communications

incurred expenses of approximately $9.3 million, comprised of

severance and exit costs of approximately $3.7 million and contrac-

tual lease obligations of approximately $5.6 million, including

estimated sublease income of $3.1 million. Conferencing &

Collaboration incurred expenses of approximately $1.0 million,

including approximately $0.6 million in severance and exits costs

and approximately $0.4 million in contract termination and other

associated costs. Corporate incurred expenses of approximately

$0.7 million relating to severance obligations due to our former chief

legal officer. We expect future cash payments for these activities of

approximately $0.4 million for each of the next five years.
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During 2002, Data Communications and Corporate terminated

employees pursuant to a plan to reduce headcount and sales and

administration costs. The combined costs associated with the

restructuring plan total $1.5 million. Also, in the fourth quarter of

2002, Data Communications decided to exit the voice messaging

business in Australia due to declining revenue and the need to

make substantial capital investments. The costs associated with

exiting this business of $0.3 million are primarily non-cash and

represent the loss on disposal of these voice messaging assets. 

We expect no future cash payments for these activities.

Asse t  impa i rmen t s
Asset impairments were $3.2 million in 2002. During the fourth

quarter of 2002, we assessed the carrying value of the customer

lists at Data Communications pursuant to SFAS No. 144. Using 

the best estimate approach, the fair value of certain customer lists

associated with the Asia Pacific markets of Data Communications

experiencing a decline in previously acquired real-time fax 

businesses were determined to be less than the carrying value at

December 31, 2002, resulting in a $3.2 million asset impairment.

Equ i t y  based  compensa t i on
Consolidated equity based compensation charges from continuing

operations as a percentage of consolidated revenues were 0.7%, 0.8%

and 0.5% in 2004, 2003 and 2002, respectively. Consolidated

equity based compensation charges from continuing operations

were $3.3 million, $2.9 million and $1.9 million in 2004, 2003

and 2002, respectively. This expense is comprised of several

components including the vested portion of the shares tendered

in our 2001 option exchange offer, which resulted in an expense 

of $0.3 million, $0.6 million and $1.3 million in 2004, 2003 and

2002, the vested portion of restricted shares issued to management

in 2001 which resulted in an expense of $0.5 million, $0.4 million

and $0.5 million in 2004, 2003 and 2002, respectively, and the

variable compensation expense associated with options not tendered

in the exchange for restricted shares which resulted in an expense

of approximately $0.4 million and $1.1 million in 2004 and 2003,

respectively, because the market value of our common stock was

greater than the exercise price of a portion of the options. At

December 31, 2002, no expense was recorded because the exercise

price of each of these options was greater than the market value of

our common stock. In addition to the above items, in 2004 and

2003, we recognized approximately $2.1 million and $0.9 million

in non-cash stock compensation expense, respectively. In 2004,

$1.6 million of this expense related to employees, and $0.5 million

was as a result of the modification of a director stock option grant

in connection with the resignation of a member of our board of

directors in June 2004. In 2003, $0.4 million of this expense

related to non-employees, $0.2 million related to employees and

$0.3 million relates to the acceleration of options associated with

the resignation of several board members.

Ne t  l ega l  se t t l emen t s  and  re l a t ed  expenses
Net legal settlements and related expenses were $7.3 million in

2002. Net legal settlements and related expenses in 2002 consisted

of approximately $3.3 million attributable to the settlement of 

the shareholder class action lawsuit and $4.0 million for a share-

holder lawsuit relating to the acquisition of our Conferencing &

Collaboration business segment.

In t e res t  expense
Interest expense from continuing operations was $4.7 million,

$9.6 million and $11.5 million in 2004, 2003 and 2002, respectively.

Interest expense decreased in 2004 as a result of the conversion of

our 2008 convertible notes. See “– Liquidity and Capital Resources.”

This decrease in interest expense was offset in part by average

outstanding borrowings of $35.9 million on our credit facility

which carries a variable interest rate tied to LIBOR plus a pre-

determined margin or the prime lending rate. Interest expense

decreased in 2003 as a result of the repurchase and redemption 

of $157.5 million of our 2004 convertible notes and $4.1 million of

term loans offset by the interest expense associated with our 2008

convertible notes issued in August 2003. For a description of our

convertible notes, see “–Liquidity and capital resources.”

In t e res t  i n come
Interest income was $0.6 million, $0.9 million and $1.5 million in

2004, 2003 and 2002, respectively. The decrease in interest income

in 2004 was the result of maintaining lower average cash and cash

equivalents and using that excess capital to fund acquisitions or

invest in our infrastructure. Average cash and cash equivalents were

$20.6 million in 2004, $35.1 million in 2003 and $54.5 million in

2002. The decrease in interest income in 2003 was the result of a

decrease in cash and cash equivalents of $44.8 million as a result

of our repurchase and/or redemption of the 2004 convertible

notes and the pay-off of several employee loans during 2003.

Deb t  conve r s i on  cos t s
In May 2004, we called for early redemption of our 2008 convertible

notes shortly after the closing price of our common stock had

exceeded 150% of the conversion price for 20 trading days within

a period of 30 consecutive trading days. All holders of our 2008

convertible notes elected to convert these notes into our common

stock prior to the redemption date. All holders received accrued and

unpaid interest and the interest make-whole amount. We funded

the interest make-whole cash payment from our line of credit.

$17.0 million of debt conversion costs, comprised of $16.3 million

of interest make-whole payment and $0.7 million of deferred

financing costs, related to the refinancing of our previous 

$60.0 million credit facility with our June 2004 $120.0 million line

of credit. For a discussion of our line of credit, see “–Liquidity and

capital resources – Capital resources.”
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( Loss )  ga in  on  sa l e  o f  ma rke tab l e  secu r i t i e s
(Loss) gain on marketable securities was $(16,000), $1.6 million

and $0.9 million in 2004, 2003 and 2002, respectively. During

2004, we bought and sold securities of various companies in 

the same industry as Data Communications and Conferencing 

& Collaboration for aggregate proceeds less commission of 

$1.8 million and realized losses of approximately $16,000. During

2003, we sold all of our remaining shares of our investment in

WebMD Corporation for aggregate proceeds less commissions of

$0.8 million and realized gains of approximately $0.6 million. In

addition, we sold all of our investment in EasyLink common stock

for aggregate proceeds less commissions of $2.1 million and real-

ized gains of approximately $1.0 million. During 2002, we sold

133,857 shares of our investment in WebMD for aggregate proceeds

less commissions of approximately $1.0 million and realized gains

of approximately $0.9 million.

Ga in  on  p repaymen t  o f  no te  re ce i vab l e
In October 2003, we paid AT&T approximately $1.9 million in cash

and issued to AT&T a seven-year warrant to purchase 250,000 shares

of our common stock at $9.36 per share in exchange for a secured

promissory note issued by EasyLink in the original principal amount

of $10.0 million and 1,423,980 shares of EasyLink’s Class A common

stock, as well as costs associated with the investment. The warrant

was recorded at its fair market value under the Black-Scholes

method. We modified the payment terms of the EasyLink note at

the time of transfer. The EasyLink note issued in favor of AT&T was

payable in 13 quarterly installments commencing in June 2003

and accrued interest at a rate of 12%. Under the amended payment

schedule, we were entitled to receive aggregate payments of approx-

imately $13.8 million, consisting of ten quarterly payments of 

$0.8 million which commenced December 1, 2003, and a balloon

payment of approximately $5.8 million on June 1, 2006. During the

fourth quarter of 2004, EasyLink re-financed our note receivable

with funding from a third party and pre-paid the remaining

outstanding amounts due of approximately $8.5 million. Accordingly,

we recorded a pre-payment gain of approximately $8.5 million

because we did not have any remaining carrying value recorded.

Prior to the pre-payment of this note receivable, management

determined that we were not able to reasonably estimate the future

cash payments to be received on the EasyLink note due to the finan-

cial condition of EasyLink. The EasyLink note was accounted for

in accordance with AICPA Statement of Position 03-03 “Accounting

for Certain Loans or Debt Securities Acquired in a Transfer.”

Ga in  on  repu rchase  o f  bonds
Our board of directors authorized our management to repurchase

or redeem our 2004 convertible notes in the open market or in

privately negotiated transactions, at management’s discretion.

During 2003, we used existing cash, borrowings on our line of

credit and the net proceeds from our 2008 convertible notes

offering to repurchase or redeem approximately $157.5 million 

in face value of the 2004 convertible notes, resulting in a gain of

approximately $41,000. See “–Capital resources.”

Othe r,  ne t
Other, net was $2.4 million, $0.1 million and $(8,000) in 2004,

2003 and 2002, respectively. We have recorded gains of $2.0 million

for the year ended December 31, 2004 as a result of the quarterly

EasyLink payment received, as discussed above, in excess of the

original estimated carrying value of the note receivable of 

$1.9 million. The residual increase of approximately $0.4 million

in 2004 was the result of the acceptance of early payment of the

remaining deferred purchase price owed to C&W’s successor in

interest, SAVVIS, Inc., at a discount resulting in a gain.

E f f e c t i ve  i n come t ax  r a t e
In 2004, 2003 and 2002, our effective income tax rate varied from

the statutory rate, primarily as a result of non-deductible asset

impairments associated with acquisitions that have been accounted

for under the purchase method of accounting and changes in

calculating valuation allowances and estimates. Changes in valuation

allowances and estimates are required when facts and circum-

stances indicate that realization of tax benefits or the actual amount

of taxes expected to be paid has changed. During 2003 and 2004,

we reviewed our provision for uncertain tax matters associated

with our former PTEK Ventures operating segment. The results of

our review indicated it was appropriate to reduce certain provisions

by approximately $3.3 million and $9.0 million for the years ended

December 31, 2004 and 2003, respectively. We do not expect any

future adjustments for uncertain tax matters associated with our

former PTEK Ventures operating segment. In addition, during

2003, we utilized certain tax planning strategies to reduce taxes

and additional exposures were identified associated with revenue

agent examinations. The net effect of these tax strategies and

additional exposures was a benefit of approximately $0.2 million.

During the year ending December 31, 2002, we realized tax benefits

of approximately $5.6 million that consisted of approximately

$3.4 million related to foreign taxes and approximately $2.2 million

related to revised estimates of deferred tax asset and liability values.

Without this tax benefit, income from continuing operations for

the years ended December 31, 2004 and 2003 would have been

$37.4 million and $17.9 million, respectively. Net income for 

the years ended December 31, 2004 and 2003 would have been

$38.6 million and $16.9 million, respectively. Basic income per

share from continuing operations for the years ended December 31,

2004 and 2003 would have been $0.59 and $0.33, respectively.

Diluted income per share from continuing operations would have

been $0.54 and $0.31 for the years ended December 31, 2004 

and 2003, respectively. Basic net income per share for the years

ended December 31, 2004 and 2003 would have been $0.60 and

$0.31, respectively. Diluted net income per share would have been

$0.56 and $0.29 for the years ended December 31, 2004 and

2003, respectively.

We believe we are appropriately accrued for income taxes. If we are

required to pay an amount less than or exceeding our provisions

for uncertain tax matters, the financial impact will be reflected in

the period in which the matter is resolved. In the event that actual

results differ from these estimates, we may need to adjust our tax

accounts which could materially impact our financial condition

and results of operations.
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Dis con t i nued  ope ra t i ons
Consistent with our focus on increasing our market leadership,

we retained a financial advisor to assist in evaluating strategic

alternatives for portions of our business during 2001. As a result

of that evaluation, we decided to pursue the separation of Voicecom

from our consolidated group. On March 26, 2002, we sold substan-

tially all the assets of Voicecom to an affiliate of Gores Technology

Group for a total purchase price of approximately $22.4 million,

comprised of cash and the assumption of certain Voicecom liabilities.

In accordance with SFAS No. 144, the transaction was accounted

for as a discontinued operation in the first quarter of 2002. The

Voicecom discontinued operations included the loss from operations

through the closing date and the loss on disposal.

During 2004, we changed the estimated liability for certain lease

obligations associated with the discontinued operations of our

former Voicecom reportable segment. This change in estimate 

is attributable to certain sublease arrangements that we entered

into with regard to former Voicecom facilities and, as a result, we

recorded a gain on discontinued operations of $1.2 million, net 

of taxes.

During 2003, an arbitrator issued his ruling relating to franchise

disputes brought by Digital, a former franchisee of the Voicecom

business segment. The arbitrator found that the Digital franchise

was constructively terminated in December 2001 and that the

franchise value was approximately $1.0 million. The arbitrator

rejected other pending claims, except a $15,000 award to the

franchisor for equipment that was ordered and used by the fran-

chisee for which no payment was made. This settlement amount

and related legal fees of approximately $0.5 million have been

included in the discontinued operations line item in the income

statement. See Note 18 – “Commitments and Contingencies” to

the consolidated financial statements.

During 2002, we assessed the Voicecom liabilities that were retained

at the time of the sale and determined, based upon the activity in

these accounts and the passage of time, that certain of these liabili-

ties were no longer required. Thus, an adjustment was made to

these estimates reducing the loss on discontinued operations of

approximately $2.9 million, net of taxes.

Acqu i s i t i ons
We acquire companies that increase our market share and bring us

additional customers, technology, applications and sales personnel.

All revenues and related costs from these transactions have been

included in our consolidated financial statements as of the effective

date of each acquisition.

Conferencing & Collaboration
In November 2004, Conferencing & Collaboration acquired the

outstanding stock of CCS, a U.S.-based provider of audio and 

Web-conferencing services. We paid $15.0 million in cash at closing

and expect to pay $1.2 million in non-compete fees, transaction

fees and closing costs. We funded the purchase through our line 

of credit. We followed SFAS No. 141, “Business Combinations”

(SFAS No. 141), and approximately $1.4 million of the aggregate

purchase price has been allocated to acquired working capital,

$2.1 million has been allocated to acquired fixed assets, $1.5 million

has been allocated to severance and lease termination costs and

certain other acquisition liabilities, $1.0 million has been allocated

to a non-compete agreement which is being amortized over a

five-year contractual term and $3.0 million has been allocated 

to identifiable customer lists which are being amortized over a

five-year useful life. In addition, $1.5 million has been allocated

to long-term deferred tax liabilities to record the step up in basis

for the non-compete and customer lists. The residual $11.7 million

of the aggregate purchase price has been allocated to goodwill which

is subject to a periodic impairment assessment in accordance with

SFAS No. 142, “Accounting for Goodwill and Other Intangible

Assets” (SFAS 142).

In September 2004, Conferencing & Collaboration acquired

substantially all of the assets and assumed certain liabilities of

Connect-us, a U.S.-based provider of audio and Web-conferencing

services. We paid $9.0 million in cash at closing and $0.1 million

in transaction fees and closing costs. We funded the purchase

through our line of credit. We followed SFAS No. 141 and approxi-

mately $0.5 million of the aggregate purchase price has been

allocated to acquired working capital, $0.7 million has been allo-

cated to severance and lease termination costs and certain other

acquisition liabilities, $0.2 million has been allocated to acquired

fixed assets, $0.6 million has been allocated to a non-compete

agreement which is being amortized over a five-year contractual

term and $2.5 million has been allocated to identifiable customer

lists which are being amortized over a five-year useful life. The

residual $6.0 million of the aggregate purchase price has been

allocated to goodwill which is subject to a periodic impairment

assessment in accordance with SFAS No. 142.

In July 2004, Conferencing & Collaboration acquired substantially

all of the assets and assumed certain liabilities of the conference

calling services operating segment of ClearOne, a U.S.-based

provider of audio and Web-conferencing services, broadcast

messaging services and conference calling telephony equipment.

We paid $21.2 million in cash at closing and $0.3 million in trans-

action fees and closing costs. We funded the purchase through 

our line of credit. We followed SFAS No. 141 and approximately

$1.1 million of the aggregate purchase price has been allocated 

to acquired working capital, $0.5 million has been allocated to

severance and lease termination costs and certain other acquisition

liabilities, $3.1 million has been allocated to acquired fixed assets

and $4.5 million has been allocated to identifiable customer lists

which are being amortized over a five-year useful life. The residual

$13.3 million of the aggregate purchase price has been allocated to

goodwill which is subject to a periodic impairment assessment in

accordance with SFAS No. 142.

In April 2004, Conferencing & Collaboration acquired substantially

all of the assets and assumed certain liabilities of RCI, a U.S.-based

provider of audio and Web-conferencing services and broadcast

messaging services. We paid $20.5 million in cash at closing and
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$0.4 million in transaction fees and closing costs. We funded the

purchase through our line of credit. We followed SFAS No. 141 and

approximately $0.5 million of the aggregate purchase price has

been allocated to acquired working capital, $0.6 million has been

allocated to severance and lease termination costs and certain

other acquisition liabilities, $0.3 million has been allocated to

acquired fixed assets and $5.0 million has been allocated to iden-

tifiable customer lists which are being amortized over a five-year

useful life. The residual $15.7 million of the aggregate purchase

price has been allocated to goodwill which is subject to a periodic

impairment assessment in accordance with SFAS No. 142.

In July 2003, Conferencing & Collaboration acquired substantially all

of the assets and assumed certain liabilities of Affinity Conferencing,

a reseller of Conferencing & Collaboration services. We were

required to pay a minimum of approximately $0.3 million up to a

maximum of approximately $0.5 million in cash purchase price

over a one-year earn-out period based on the achievement of

specified revenue targets. In July 2004, the earn-out targets were

achieved, and the purchase price was adjusted $0.2 million in

accordance with SFAS No. 141. We funded the purchase through

existing working capital.

Data Communications
In November 2004, Data Communications acquired the outstanding

stock of I-Media and its affiliates, a facsimile and e-mail messaging

service provider in France and Spain. We paid approximately

$24.0 million in cash at closing and $1.2 million in transaction

fees and closing costs. We funded the purchase through our line of

credit. We followed SFAS No. 141 and approximately $5.9 million

of the aggregate purchase price has been allocated to acquired

working capital, $0.5 million has been allocated to acquired fixed

assets, $2.9 million has been allocated to severance and certain

other acquisition liabilities, $0.5 million has been allocated to a

non-compete agreement which is being amortized over a one-year

period and $4.0 million has been allocated to identifiable customer

lists which are being amortized over a five-year useful life. In

addition, $1.4 million has been allocated to long-term deferred

tax liabilities to record the step up in basis for the customer lists.

The residual $18.6 million of the aggregate purchase price has been

allocated to goodwill which is subject to a periodic impairment

assessment in accordance with SFAS No. 142.

In May 2004, Data Communications, through its local subsidiary,

acquired the outstanding stock of Unimontis and its affiliates, a

facsimile and e-mail messaging service provider in Switzerland

and Germany. We paid $5.0 million in cash at closing and will pay

an additional $0.4 million associated with transaction fees, closing

costs and non-compete agreements. We funded the purchase

through existing working capital. We followed SFAS No. 141 and

approximately $0.6 million of the aggregate purchase price has

been allocated to acquired working capital, $0.5 million has been

allocated to severance and lease termination costs and certain other

acquisition liabilities, approximately $2.0 million has been allocated

to identifiable customer lists which are being amortized over a five-

year useful life and $0.2 million has been allocated to a non-compete

agreement which is being amortized over two years. The residual

$3.2 million has been allocated to goodwill which is subject to a

periodic impairment assessment in accordance with SFAS No. 142.

In February 2004, Data Communications acquired substantially

all of the assets and assumed certain liabilities of Adval and its

affiliates, a U.S.-based facsimile and e-mail document delivery

service provider, for a total purchase price of $1.5 million. We 

paid $1.3 million in cash at closing and $0.2 million in transaction

fees and closing costs. We funded the purchase through existing

working capital. We followed SFAS No. 141 and approximately

$0.4 million of the aggregate purchase price has been allocated 

to acquired working capital, and $1.1 million of the aggregate

purchase price has been allocated to identifiable customer lists

which are being amortized over a five-year useful life.

In September 2003, Data Communications entered into an asset

purchase agreement with Captaris and its wholly-owned subsidiary

MediaTel, whereby we purchased substantially all of the assets and

assumed certain liabilities of MediaLinq, an outsource division of

Captaris operated by MediaTel. The aggregate purchase price for

MediaLinq was approximately $16.0 million, including $15.4 million

paid at closing, subject to a post-closing net working capital adjust-

ment, and approximately $0.6 million in estimated transaction fees

and closing costs. We funded the purchase through our existing

working capital. We followed SFAS No. 141 and approximately 

$2.5 million was allocated to acquired working capital and 

$2.1 million was allocated to acquired fixed assets. The remaining

balance was allocated to developed technology of approximately

$1.8 million and customer lists of approximately $9.2 million, both

of which have an estimated useful life of five years.

In April 2003, Data Communications and its local subsidiary

acquired substantially all of the assets and assumed certain liabil-

ities of Linkata, a Canadian company. We will pay a minimum of

approximately $0.4 million, up to a maximum of approximately

$0.8 million, in cash purchase price at the end of a three-year

earn-out period based on the achievement of specified revenue

targets. We funded the initial purchase price through existing

working capital. The earn-out targets for 2004 were not achieved.

If any future earn-out targets are achieved, the purchase price will

be adjusted in accordance with SFAS No. 141.

In January 2003, Data Communications acquired substantially all

of the assets and assumed certain liabilities related to the U.S.-based

e-mail and facsimile messaging business of C&W for a total purchase

price of $11.4 million. We paid $6.0 million in cash at closing,

$0.4 million in transaction fees and closing costs and were scheduled

to pay $5.0 million in 16 equal quarterly installments commencing

with the quarter ended March 31, 2003, which was secured by a

letter of credit issued under our credit facility. In September 2004,

C&W’s successor in interest, SAVVIS, accepted early payment of the

remaining acquisition payable owed at a discount, resulting in a gain

which we recorded in our third quarter of 2004 of approximately

$0.4 million. The letter of credit was terminated and we were

released from any further obligation for the deferred purchase

price. We funded the purchase through existing working capital.
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Liquidity and Capital Resources
As of December 31, 2004, we had $25.9 million in cash and cash

equivalents compared to $23.9 million at December 31, 2003. 

Cash balances residing outside of the U.S. at December 31, 2004

were $18.8 million compared to $19.3 million at December 31, 

2003. We repatriate cash for repayment of royalties and management

fees charged to international locations from the U.S. Intercompany

loans with foreign subsidiaries generally are considered to be

permanently invested for the foreseeable future. Therefore, all

foreign exchange gains and losses are recorded in the cumulative

translation adjustment account on the balance sheet. Based on 

our potential cash position and potential conditions in the capital

markets, we could require repayment of these loans despite the

long-term intention to hold them as permanent investments. Net

working capital at December 31, 2004 was $27.1 million compared

to $8.6 million at December 31, 2003. At December 31, 2004, we

had $51.3 million of unused credit available under our line of credit.

Cash provided by operating activities
Consolidated operating cash flows from continuing operations

were $82.5 million, $59.8 million and $37.2 million in 2004, 2003

and 2002, respectively. Consolidated operating cash flows from

continuing operations increased $22.7 million in 2004 from 2003

and $22.6 million in 2003 from 2002. In 2004, net income from

continuing operations, adjusted for the non-cash items of depre-

ciation, amortization and loss on sale of marketable securities,

generated cash of $76.0 million. Working capital changes increased

in 2004 to $7.9 million. This change was attributable to growth in

our receivables due to revenue growth and acquisitions, reductions

in payables associated with the settlement of various disputed

payables and our initiative to reduce days payables outstanding.

Additional items affecting cash provided by operating activities

were payments of various state and international income taxes,

payments for previous year’s restructuring activities and payments

for obligations resulting from the discontinuance of our Voicecom

business segment. In 2003, net income from continuing operations,

adjusted for the non-cash items of depreciation, amortization 

and gain on sale of marketable securities, generated cash of 

$55.6 million. Working capital changes decreased from $16.5 million

in 2002 to $3.4 million in 2003. This change was attributable to

reductions in payables associated with the settlement of various

disputed payables. Additional items affecting cash provided by

operating activities were payments of various state and international

income taxes, payments for previous year’s restructuring activities

and payments for obligations resulting from the discontinuance

of our Voicecom business segment. In 2002, net income from

continuing operations, adjusted for the non-cash items of depre-

ciation, amortization and gain on sale of marketable securities,

generated cash of $45.9 million.

Cash used in investing activities
Consolidated investing activities from continuing operations used

cash of approximately $111.1 million, $41.9 million and $6.2 million

in 2004, 2003 and 2002, respectively. Cash used in 2004 was

primarily associated with $1.9 million paid for the Adval acquisition,

$21.0 million paid for the RCI acquisition, $5.0 million paid for

the Unimontis acquisition, $21.5 million paid for the ClearOne

acquisition, $9.0 million paid for the Connect-us acquisition,

$13.3 million paid for the CCS acquisition, $21.8 million paid 

for the I-media acquisition and $2.7 million paid for the early

payment of the deferred purchase price obligation for C&W.

Additionally, we paid $24.8 million in capital expenditures and

received $11.7 million from EasyLink related to their note receivable

refinancing. Cash used in 2003 was primarily associated with the

$7.0 million paid in the C&W acquisition, $15.3 million paid in

the MediaLinq acquisition, payments for two smaller acquisitions

exceeding payments for prior year acquisitions by $0.2 million, an

increase in capital expenditures of $4.7 million and the purchase

of marketable securities of $1.6 million. These uses were offset

slightly by the incremental proceeds from the sale of marketable

securities of $1.9 million over 2002. Also included in the use of

cash from investing activities was $1.4 million composed of the

$2.2 million in cash paid to AT&T and in outside legal fees related

to the EasyLink note, net of $0.8 million in proceeds received

from EasyLink.

Cash provided by (used in) financing activities
Consolidated financing activities provided or (used) cash of

approximately $30.5 million, $(62.6) million, and $(5.9) million

in 2004, 2003 and 2002, respectively. Cash provided by financing

activities during 2004 was the result of net borrowings on our

credit facility of $63.0 million to fund our acquisition activity,

$11.6 million received from stock option exercises, offset in part

by the redemption of the remaining outstanding balance on our

2004 convertible notes of $15.0 million, the interest make-whole

payment associated with the early conversion of our 2008 convertible

notes of $16.3 million and treasury stock purchases of $12.8 million.

The increase in cash used of $(56.7) million from 2002 to 2003 

is primarily the result of the repurchase and redemption of 

$157.5 million of our 2004 convertible notes and incremental debt

payments for equipment loans and capital leases of $7.0 million

in 2003. These uses were offset by the $82.7 million in proceeds

from the issuance of our 2008 convertible notes, the net borrowings

on our line of credit of $5.0 million, the incremental proceeds

from stock option exercises of $15.0 million and a $5.1 million

decrease in the amount of treasury stock purchased in 2003 as

compared to 2002.

Off-balance-sheet arrangements
As of December 31, 2004, we did not have any off-balance-sheet

arrangements, as defined in Item 303(a)(4)(ii) of SEC 
Regulation S-K.

Commitments and contingencies
At December 31, 2004, we had the following contractual obligations.

We are primarily obligated under operating leases for network

facilities and office space, outstanding balances, LIBOR interest

and commitment fees under our line of credit, remaining cash

payments on current and prior year acquisitions and telecommu-

nications service contractual minimum purchase agreements.
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The following table displays contractual obligations as of December 31, 2004 (in thousands):

Pa y m e n t s  d u e  b y  p e r i o d

Ye a r s  E n d e d  D e c e m b e r  3 1 ,

To t a l

A m o u n t s  

C o n t r a c t u a l  o b l i g a t i o n C o m m i t t e d 2 0 0 5 2 0 0 6 2 0 0 7 2 0 0 8 2 0 0 9 T h e r e a f t e r

Operating leases $ 48,174 $ 11,192 $ 9,382 $ 6,624 $5,217 $4,236 $11,523
Current borrowings on line of credit 68,000 – – 68,000 – – –
LOC commitment fees 862 198 479 185 – – –
Restructuring costs 4,790 1,071 379 374 374 374 2,218
Telecommunications service agreements 15,452 9,842 3,525 1,035 840 210 –
Acquisitions 1,410 323 470 198 206 213 –
Capital leases 184 36 37 38 39 34 –
Voicecom lease liability 2,054 1,065 572 417 – – –
Other long-term liabilities 299 – 299 – – – –

$141,225 $23,727 $15,143 $ 76,871 $6,676 $5,067 $13,741

State sales taxes
We recorded provisions for certain state sales tax contingencies

based on the likelihood of obligation, when needed, in accordance

with SFAS No. 5. “Accounting for Contingencies,” (SFAS No. 5).

Historically, we have not assessed to our Conferencing &

Collaboration customers these sales taxes or remitted those sales

taxes to various state jurisdictions. As of December 31, 2004 and

2003, we had approximately $5.7 million and $4.9 million,

respectively, accrued for this potential exposure comprised of

sales taxes, penalties and interest. This amount is classified as

Accrued Taxes on the face of the consolidated balance sheet. We

believe we are appropriately accrued for this potential exposure.

In the event that actual results differ from these estimates, we 

may need to adjust sales tax accounts which could materially

impact our financial condition and results of operations.

Income taxes
We recorded provisions for certain asserted international and state

income tax contingencies based on the likelihood of obligation,

when needed, in accordance with SFAS No. 5. As of December 31,

2004, we had approximately $4.0 million accrued for this potential

exposure comprised of income taxes, penalties and interest. This

amount is classified as Income Taxes Payable on the face of the

consolidated balance sheet. In the normal course of business, we

are subject to challenges from U.S. and non-U.S. tax authorities

regarding the amount of taxes due. These challenges may result in

adjustments of the timing or amount of taxable income or deduc-

tions or the allocation of income among tax jurisdictions. Further,

during the ordinary course of business, other changing facts and

circumstances may impact our ability to utilize income tax benefits

as well as the estimated taxes to be paid in future periods. We believe

we are appropriately accrued for income tax exposures. In the event

that actual results differ from these estimates, we may need to adjust

income tax accounts which could materially impact our financial

condition and results of operations.

Capital resources
In September 2004, Data Communications entered into a capital

lease for the purchase of network equipment. This capital lease

has an implied interest rate of 3.3% and a term of 60 months. The

principal balance at December 31, 2004 is $0.2 million.

In June 2004, we entered into a three-year, senior secured revolving

credit facility with Bank of America, N.A. as agent. The credit

agreement provides for borrowings up to $120.0 million and is

subject to customary covenants for secured credit facilities of this

nature. This line of credit replaces our previous $60.0 million

credit facility with LaSalle Bank. Certain of our material domestic

subsidiaries have guaranteed our obligations under the credit

facility, which is secured by substantially all of our assets and the

assets of our material domestic subsidiaries. In addition, we have

pledged as collateral of all the issued and outstanding stock of our

material domestic subsidiaries and 65% of our material foreign

subsidiaries. At December 31, 2004, we believe that we were in

compliance with all covenants under our line of credit. Proceeds

drawn under this credit agreement may be used for refinancing of

existing debt, working capital, capital expenditures, acquisitions

and other general corporate purposes. The annual interest rate

applicable to borrowings under the line of credit at our option, 

the base rate (the greater of the federal funds rate plus 0.5% or the

Bank of America prime rate) or LIBOR, plus, in each case, an

applicable margin which will vary based upon our leverage ratio 

at the end of each fiscal quarter. At December 31, 2004, the appli-

cable margin with respect to base rate loans was 0.0%, and the

applicable margin with respect to LIBOR loans was 1.5%. At

December 31, 2004, our interest rate on LIBOR loans was 3.9%.

As of December 31, 2004, we had approximately $68.0 million 

of borrowings outstanding and $0.7 million in letters of credit

outstanding under our line of credit.
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In May 2004, we exercised our right to redeem our 2008 convertible

notes in whole shortly after the closing price of our common stock

had exceeded 150% of the conversion price for 20 trading days within

a period of 30 consecutive trading days. All holders of our 2008

convertible notes elected to convert their notes into our common

stock in advance of the redemption date in lieu of accepting the

cash redemption price. All holders received accrued and unpaid

interest and the interest make-whole amount. The interest make-

whole amount that we paid in cash was funded from our line of credit.

In July 1997, we issued convertible subordinated notes of 

$172.5 million that matured on July 1, 2004 and bore interest at 

5 3/4%. Our 2004 convertible notes were convertible at the option

of the holder into our common stock at a conversion price of 

$33 per share, through the date of maturity, subject to adjustment

in certain events. On July 1, 2004, we paid the principal obligation

due of $15.0 million with the use of our previous line of credit.

At December 31, 2004, we had no other indebtedness outstanding

except for the borrowings under our line of credit and a capital

lease obligation for network equipment at Data Communications.

Liquidity
As of December 31, 2004, we had $25.9 million of cash and cash

equivalents. We generated positive operating cash flows from each

of our operating segments for the year ended December 31, 2004.

Each business segment had sufficient cash flows from operations

to service existing debt obligations, corporate office expenses and

to fund capital expenditure requirements, which are historically

4% to 6% of annual consolidated revenues, and research and

development costs for new services and enhancements to existing

services, which are historically 2% to 3% of annual consolidated

revenues. Assuming no material change to these costs, which 

we do not anticipate, we believe that we will generate adequate

operating cash flows for capital expenditures, research and devel-

opment needs, corporate expenses and contractual commitments

and to satisfy our indebtedness and fund our liquidity needs for at

least the next 12 months. We obtained our line of credit in June 2004,

the proceeds of which were initially used to repay the unpaid balance

of our 2004 convertible notes that were due on July 1, 2004 and

the interest make-whole payment on our 2008 convertible notes

converted in June 2004. We have subsequently drawn on our line

of credit in order to fund certain acquisitions. In February 2005, we

amended our credit facility to provide for a four-year, $180.0 million

revolving line of credit. We intend to fund the approximately 

$41 million, net of working capital, purchase price of our pending

acquisition of the conferencing services business of Citizens

Communications with our credit facility. See –“Subsequent Events.”

At December 31, 2004, we had $51.3 million of undrawn available

credit on our line of credit.

We regularly review our capital structure and evaluate potential

alternatives in light of current conditions in the capital markets.

Depending upon conditions in these markets, cash flows from 

our operating segments and other factors, we may engage in other

capital transactions. These capital transactions include but are 

not limited to debt or equity issuances or credit facilities with

banking institutions.

Cr i t i c a l  Ac coun t i ng  Po l i c i e s
“Management’s Discussion and Analysis of Financial Condition

and Results of Operations” are based upon our consolidated finan-

cial statements and the notes thereto, which have been prepared

in accordance with generally accepted accounting principles in

the U.S. The preparation of these financial statements requires

management to make estimates and judgments that affect the

reported amounts of assets and liabilities and the disclosure of

contingent assets and liabilities at the date of the financial state-

ments and the reported amounts of revenues and expenses during

the reported periods. On an ongoing basis, management evaluates

its estimates and judgments, including those related to revenue

recognition, allowance for uncollectible accounts, goodwill and

other intangible assets, income taxes, investments, restructuring

costs and legal contingencies.

Management bases its estimates and judgments on historical

experience and on various other factors that are believed to be

reasonable under the circumstances, the results of which form 

the basis for making judgments about the carrying values of assets

and liabilities that are not readily apparent from other sources.

There can be no assurance that actual results will not differ from

those estimates.

We have identified the policies below as critical to our business

operations and the understanding of our results of operations. For a

detailed discussion on the application of these and other accounting

policies, see Note 1 to our consolidated financial statements.

Revenue recognition. We recognize revenues when persuasive

evidence of an arrangement exists, services have been rendered,

the price to the buyer is fixed or determinable and collectibility 

is reasonably assured. Revenues consist of fixed monthly fees 

and usage fees generally based on per minute or transaction rates.

Unbilled revenue consists of earned but unbilled revenue which

results from the weekly billing cycle that was implemented at the

Conferencing & Collaboration business segment during the third

quarter of 2002. Deferred revenue consists of payments made by

customers in advance of the time services are rendered. Our revenue

recognition policies are consistent with the guidance in Staff

Accounting Bulletin (SAB) No. 101, “Revenue Recognition in

Financial Statements,” as amended by SAB No. 101A and 101B.

Should changes in conditions cause management to determine

these criteria are not met for certain future transactions, revenue

recognized for any reporting period could be adversely affected.

Allowance for uncollectible accounts receivable. Prior to the 

recognition of revenue, we make a decision that collectibility is

reasonably assured. Over time, management analyzes accounts

receivable balances, historical bad debts, customer concentrations,

customer creditworthiness, current economic trends, changes in

our customer payment terms and trends when evaluating the

adequacy of the allowance for uncollectible accounts receivable.

Significant management judgment and estimates must be made

and used in connection with establishing the allowance for 

uncollectible accounts receivable in any accounting period. The

accounts receivable balance was $72.1 million and $57.8 million, net
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of allowance for uncollectible accounts receivable of $5.7 million

and $4.5 million, as of December 31, 2004 and 2003, respectively.

If the financial condition of our customers were to deteriorate,

resulting in an impairment to their ability to make payments,

additional allowances may be required.

Goodwill and other intangible assets. Purchase accounting

requires extensive use of accounting estimates and judgments to

allocate the purchase price to the fair market value of the assets

acquired and liabilities assumed. We evaluate acquired businesses

for potential impairment indicators whenever events or changes

in circumstances indicate that the carrying value may not be

recoverable. Factors that management considers important 

which could trigger an impairment review include the following:

• Significant decrease in the market value of an asset

• Significant adverse change in physical condition or manner of

use of an asset

• Significant adverse change in legal factors or negative industry 

or economic trends

• A current period operating or cash flow loss combined with 

a history of operating or cash flow losses or a projection or 

forecast that demonstrates continuing losses associated with

the use of a long lived asset

• Significant decline in our stock price for a sustained period

• An expectation that, more likely than not, an asset will be 

sold or otherwise disposed of before the end of its previously

estimated useful life

In 2002, Statement of Financial Accounting Standards (SFAS) 

No. 142, “Goodwill and Other Intangible Assets,” became effective

and as a result, we ceased to amortize approximately $123.1 million

of goodwill. In lieu of amortization, we were required to perform

an initial impairment review of our goodwill in 2002 and an annual

impairment review thereafter. Reviews were completed in 2004,

2003 and 2002 and no impairment was identified. Other intangible

assets with finite lives that do not meet the criteria of SFAS No. 142

continue to be amortized. We recognize an impairment loss when

the fair value is less than the carrying value of such assets and the

carrying value of these assets is not recoverable. The impairment

loss, if applicable, is calculated based on the estimated future 

cash flows compared to the carrying value of the long-lived asset. 

See –“Asset impairments” for a discussion of impairments

recorded during 2002. Net intangible assets, long-lived assets

and goodwill amounted to $232.7 million and $147.6 million 

as of December 31, 2004 and 2003, respectively.

Future events could cause us to conclude that the current estimates

used should be changed and that goodwill and intangible assets

associated with acquired businesses is impaired. Any resulting

impairment loss could have a material adverse impact on our

financial condition and results of operations.

Income taxes. As part of the process of preparing our consolidated

financial statements we are required to estimate our taxes in each

of the jurisdictions of operation. This process involves management

estimating the actual current tax exposure together with assessing

temporary differences resulting from differing treatment of items

for tax and accounting purposes. These differences result in deferred

tax assets and liabilities, which are included within the consolidated

balance sheets. We must then assess the likelihood that the deferred

tax assets will be recovered from future taxable income and to the

extent we believe that recovery is not likely, we must establish a

valuation allowance. To the extent we establish a valuation allowance

or increases this allowance in a period, an expense is recorded

within the tax provision in the consolidated statement of operations.

Significant management judgment is required in determining our

provision for income taxes, our deferred tax assets and liabilities

and any valuation allowance recorded against our net deferred tax

assets. The net deferred tax asset as of December 31, 2004 and

2003 was $21.1 million and $31.5 million, net of a valuation

allowance of $7.1 million and $10.4 million, respectively. We have

recorded the valuation allowance due to uncertainties related to

our ability to utilize some of the deferred tax assets, primarily

consisting of certain net operating losses carried forward and

foreign tax credits, before they expire. The valuation allowance is

based on our estimates of taxable income by jurisdiction in which

it operates and the period over which the deferred tax assets will

be recoverable.

In the event that actual results differ from these estimates or we

adjust these estimates in future periods, we may need to establish

an additional valuation allowance that could materially impact our

financial condition and results of operations.

We also record a provision for certain asserted international, federal

and state tax contingencies based on the likelihood of obligation,

when needed. In the normal course of business, we are subject to

challenges from U.S. and non-U.S. tax authorities regarding the

amount of taxes due. These challenges may result in adjustments

of the timing or amount of taxable income or deductions or the

allocation of income among tax jurisdictions. Further, during the

ordinary course of business other changing facts and circumstances

may impact our ability to utilize tax benefits as well as the estimated

taxes to be paid in future periods. Management believes it has

appropriately accrued for tax exposures. If we are required to pay

an amount less than or exceeding its provisions for uncertain tax

matters, the financial impact will be reflected in the period in

which the matter is resolved. In the event that actual results differ

from these estimates, we may need to adjust tax accounts which

could materially impact its financial condition and results 

of operations.

Investments. We have investments in equity securities of companies

with readily determinable fair values accounted for in accordance

with Financial Accounting Standards Board (FASB) SFAS No. 115,

“Accounting for Certain Investments in Debt and Equity Securities.”

SFAS No. 115 mandates that a determination be made of the appro-

priate classification for equity securities with a readily determinable

fair value and all debt securities at the time of purchase and 
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re-evaluation of such designation as of each balance sheet date.

Total investments, in the form of marketable securities available

for sale, as of December 31, 2004 and 2003 were $0.6 million.

Restructuring costs. The restructuring accruals are based on certain

estimates and judgments related to contractual obligations and

related costs. The restructuring accruals related to contractual lease

obligations could be materially affected by factors such as our ability

to secure sublessees, the creditworthiness of sublessees and the

success at negotiating early termination agreements with lessors.

In the event that actual results differ from these estimates, we may

need to establish additional restructuring accruals or reverse accrual

amounts accordingly.

Legal contingencies. We are currently involved in certain legal

proceedings as disclosed in Item 3. “Legal Proceedings,” of this

report. Management has accrued an estimate of the probable costs

for the resolution of these claims. This estimate has been developed

in consultation with outside counsel handling these matters and is

based upon an analysis of potential results, assuming a combination

of litigation and settlement strategies.

In many cases, the accounting treatment of a particular transaction

is specifically dictated by generally accepted accounting principles,

with no need for management’s judgment in their application.

There are also areas in which management’s judgment in selecting

any available alternative would not produce a materially different

result. Our estimates are subject to change and we adjust the

financial impact in the period in which they are resolved. See 

the audited consolidated financial statements and notes thereto

which contain accounting policies and other disclosures required

by generally accepted accounting principles.

New Accoun t i ng  Pronouncemen ts
In December 2004, the FASB, issued a revision to SFAS 123,

“Share-Based Payment” (SFAS No. 123R), that amends existing

accounting pronouncements for share-based payment transac-

tions in which an enterprise receives employee and certain

non-employee services in exchange for (a) equity instruments 

of the enterprise or (b) liabilities that are based on the fair value 

of the enterprise’s equity instruments or that may be settled by the

issuance of such equity instruments. SFAS No. 123R eliminates

the ability to account for share-based compensation transactions

using APB 25 and generally requires such transactions be accounted

for using a fair-value-based method. SFAS No. 123R’s effective

date would be applicable for awards that are granted, modified,

become vested, or settled in cash in interim or annual periods

beginning after June 15, 2005. SFAS No. 123R includes three tran-

sition methods: one that provides for prospective application and

two that provide for retrospective application. We intend to adopt

SFAS No. 123R prospectively commencing in the third quarter of

the fiscal year ending December 31, 2005; it is expected that the

adoption of SFAS No. 123R will cause us to record, as expense each

quarter, a non-cash accounting charge approximating the fair value

of such share based compensation meeting the criteria outlined in

the provisions of SFAS No. 123R; as of December 31, 2004, we have

approximately 2.1 million granted stock options and 0.5 million

granted restricted shares outstanding which had not yet become

vested. There are two acceptable methods of valuing options under

the revision, the Black-Scholes method and the binomial method.

We are currently assessing the impact on our 2005 earnings using

the two acceptable methods of valuing these options, and the ability

to discount the fair value of unvested restricted shares.

In December 2004, the FASB issued FASB Staff Position 109-1

(FSP 109-1) and 109-2 (FSP 109-2). FSP 109-1 provides guidance

on the application of SFAS 109, “Accounting for Income Taxes,”

with regard to the tax deduction on qualified production activities

provision within H.R. 4520 The American Jobs Creation Act of 2004

(Act) that was enacted on October 22, 2004. FSP 109-2 provides

guidance on a special one-time dividends received deduction 

on the repatriation of certain foreign earnings to qualifying 

U.S. taxpayers. The Act contains numerous provisions related to

corporate and international taxation. In FSP 109-2, the Financial

Accounting Standards Board acknowledged that, due to the prox-

imity of the Act’s enactment date to many companies’ year-ends

and the fact that numerous provisions within the Act are complex

and pending further regulatory guidance, many companies may

not be in a position to assess the impacts of the Act on their plans

for repatriation or reinvestment of foreign earnings. Therefore,

the FSP provided companies with a practical exception to the

permanent reinvestment standards of SFAS No. 109 and APB 

No. 23 by providing additional time to determine the amount of

earnings, if any, that they intend to repatriate under the Act’s

provisions. We are not yet in a position to decide whether, and 

to what extent, we might repatriate foreign earnings to the U.S.

Therefore, under the guidance provided in FSP 109-2, no deferred

tax liability has been recorded in connection with the repatriation

provisions of the Act. We are currently analyzing the impact of 

the temporary dividends received deduction provisions contained

in the Act.

In November 2004, the FASB issued SFAS No. 151, “Inventory

Costs an amendment of ARB No. 43, Chapter 4.” SFAS No. 151

clarifies that abnormal amounts of idle facility expense, freight,

handling costs, and wasted materials (spoilage) should be recog-

nized as current-period charges and requires the allocation of

fixed production overheads to inventory based on the normal

capacity of the production facilities. SFAS No. 151 is effective for

fiscal years beginning after June 15, 2005. We do not expect the

adoption of SFAS No. 151 to have any effect on our consolidated

financial position or results of operations.

In December 2003, the FASB issued a revision to FASB

Interpretation No. 46, “Consolidation of Variable Interest Entities”

(FIN 46-R). FIN 46 is an Interpretation of Accounting Research

Bulletin 51, “Consolidated Financial Statements,” and addresses

consolidation by business enterprises of variable interest entities

(VIEs) that possess certain characteristics. The revision clarifies

the definition in the original release that potentially could have

classified any business as a VIE. The revision also delays the

effective date of the Interpretation from the first reporting period

following December 15, 2003 to the first reporting period ending

after March 15, 2004. The revision was effective for us in the first

PremiereFin.wpc  4/4/05  11:23 AM  Page 24



PREMIERE GLOBAL SERVICES, INC. AND SUBSIDIARIES

PREMIERE GLOBAL SERVICES 25

quarter of fiscal 2004. We have not identified any VIEs and,

accordingly, the application of this Interpretation did not have 

an effect on our results of operations or financial position.

In May 2003, the FASB issued SFAS No. 150, “Accounting for Certain

Financial Instruments with Characteristics of Both Liabilities and

Equity,” which establishes standards for how an issuer classifies

and measures certain financial instruments with characteristics

of both liabilities and equity. SFAS No. 150 is effective for financial

instruments entered into or modified after May 31, 2003, and

otherwise is effective at the beginning of the first interim period

beginning after June 15, 2003. The adoption of SFAS No. 150 had

no impact on our results of operations or financial position as 

we did not have any financial instruments with characteristics of

both liabilities and equity as of December 31, 2004.

Subsequen t  Even t s
In February 2005, we closed an amendment to our credit facility

that provides for a four-year, $180 million revolving line of credit.

The new facility, with a syndicate led by Bank of America, N.A,

increases our existing $120 million line and will be available for

working capital and expansion opportunities.

In February and March 2005, we repurchased an aggregate of

635,000 shares of our common stock in open market transactions

under our stock repurchase program for approximately $6.5 million.

In February 2005, we announced that Conferencing & Collaboration

signed a definitive agreement to acquire the conferencing services

business of Citizens Communications, for approximately $41 million,

net of working capital. This acquisition is expected to close late in

the first quarter of 2005, and we plan to fund the purchase with our

credit facility.

R i sk  Fac to r s  A f f e c t i ng  Fu tu re  Pe r f o rmance

R i sks  Re l a t i ng  t o  Ou r  Indus t r y
TThhee  mmaarrkkeettss  ffoorr  oouurr  sseerrvviicceess  aarree  iinntteennsseellyy  ccoommppeettiittiivvee,,  aanndd  wwee  mmaayy  nnoott  
bbee  aabbllee  ttoo  ccoommppeettee  ssuucccceessssffuullllyy  aaggaaiinnsstt  eexxiissttiinngg  aanndd  ffuuttuurree  ccoommppeettiittoorrss
tthhaatt  mmaayy  mmaakkee  iitt  ddiiffffiiccuulltt  ttoo  mmaaiinnttaaiinn  oorr  iinnccrreeaassee  oouurr  mmaarrkkeett  sshhaarree  
aanndd  rreevveennuueess..
The markets for our services are intensely competitive, and we

expect competition to increase in the future. For information

regarding the markets in which each of our business units compete,

see the section entitled “Business –  Competition.” Many of our

current and potential competitors, such as major telecommunica-

tions service providers, have longer operating histories, greater

name recognition, more robust product offerings, more compre-

hensive support organizations, larger customer bases and

substantially greater financial, personnel, marketing, engineering,

technical and other resources than we do. As a result, our competi-

tors may be able to respond more quickly than we can to new or

emerging technologies and changes in customer demands. They

may also be able to devote greater resources than we can to the

development, promotion and sale of their products and services.

We believe that our current competitors are likely to expand their

service offerings and new competitors are likely to enter our markets.

Some of our existing and potential competitors may enter into or

expand their positions in the markets in which we compete through

acquisitions, strategic alliances and the development of integrated

service offerings. For example, West Corp. acquired InterCall and

ConferenceCall.com and Microsoft Corp., acquired PlaceWare,

Inc. and integrated PlaceWare’s services into Microsoft Office

System. Increased competition could result in price pressure on

our products and services and a decrease in our market share in

the various markets in which we compete, either of which could

hinder our ability to grow our revenues.

TTeecchhnnoollooggiiccaall  cchhaannggeess  aanndd  tthhee  ddeevveellooppmmeenntt  ooff  aalltteerrnnaattiivveess  ttoo  oouurr  sseerrvviicceess
mmaayy  ccaauussee  uuss  ttoo  lloossee  ccuussttoommeerrss  aanndd  mmaarrkkeett  sshhaarree  aanndd  mmaayy  hhiinnddeerr  oouurr
aabbiilliittyy  ttoo  mmaaiinnttaaiinn  oorr  ggrrooww  oouurr  rreevveennuueess..
The market for our services is characterized by rapid technological

change, frequent new service introductions and evolving industry

standards. We expect new services, and enhancements to existing

services, to be developed and introduced that will compete with

our services. Technological advances may result in the development

and commercial availability of alternatives to or new methods of

delivering, our services and pricing options that could be more

attractive to our customers. These developments could cause our

existing services to become obsolete, result in significant pricing

pressure on our services or allow our existing and potential

customers to meet their own business communications needs

without using our services. For example, if customers more rapidly

adopt IP-based conferencing services or IP-based PBX systems, our

results of operations could be adversely affected. We do not typically

have long-term contractual agreements with our customers, and any

of these developments could result in significant customer loss.

We must continually introduce new services in response to 

technological changes, evolving industry standards and customer

demands for enhancements to our existing services. For example,

in response to evolving industry standards, we recently released

DocuManager in Europe and Asia Pacific and smsREACH in North

America and enhancements to our existing services with the launch

of ReadyConference Plus 2.0, but these services may not be as

successful as those of our competitors. We will not be able to gain

market share and increase our revenues if we are unable to develop

new services, or if we experience delays in the introduction of new

services. Our ability to successfully develop and market new services

and enhancements that respond to technological changes, evolving

industry standards or customer demands, is dependent on our

ability to:

• foresee changes in industry standards

• anticipate and apply advances in technologies

• enhance our software, applications, equipment, systems 

and networks

• attract and retain qualified and creative technical personnel
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WWee  aarree  ssuubbjjeecctt  ttoo  pprriicciinngg  pprreessssuurreess  ffoorr  oouurr  sseerrvviicceess  wwhhiicchh  ccoouulldd  ccaauussee  uuss  ttoo
lloossee  mmaarrkkeett  sshhaarree  aanndd  ddeeccrreeaassee  rreevveennuueess  aanndd  pprrooffiittaabbiilliittyy..
We compete for customers based on several factors, including price.

A decrease in the rates charged for services by our competitors could

cause us to reduce the rates we charge for our services. If we cannot

compete based on price, we may lose market share. If we reduce

our rates without increasing our volume or our market share, our

revenues could decrease. For example, in 2004 and 2003, increased

competition and decreased demand for Data Communications’

traditional store and forward fax business resulted in a decrease

in Data Communications revenue. In some cases, our competitors

may offer their services at reduced rates or for free on a trial basis

in order to win customers. In addition, telecommunications service

providers own the underlying telecommunications network and

can offer services similar to ours at reduced rates as a result of

these reduced telecommunications costs. Further, if we reduce

our rates and our costs of providing our services do not decrease

proportionately, or if they increase, this could have a material

adverse effect on our results of operations.

R i sks  Re l a t i ng  t o  Ou r  Bus iness
OOuurr  ffuuttuurree  ssuucccceessss  ddeeppeennddss  oonn  mmaarrkkeett  aacccceeppttaannccee  ooff  oouurr  nneeww  sseerrvviicceess..
Market acceptance of our new services often requires that 

individuals and enterprises accept new ways of communicating

and exchanging information. Our growth depends on the 

successful development and introduction of new services and

enhancements to our existing services. For example, we recently

released DocuManager in Europe and Asia Pacific and smsREACH

in North America and intend to launch our SIP-based and prepaid

conferencing services in the second quarter of 2005. A decline in

the demand for, or the failure to achieve broad market acceptance

of, our new services could hinder our ability to maintain and

increase our revenues. We believe that broad market acceptance 

of our new services will depend on several factors, including:

• ease of use

• price

• reliability

• accessibility to our services

• quality of service

• system security

• product functionality

• the effectiveness of our strategic marketing and sales efforts 

and distribution relationships

If we do not meet these challenges, our new services may not achieve

broad market acceptance or market acceptance may not occur

quickly enough to justify our investment in these services.

IIff  wwee  ccaannnnoott  ssuucccceessssffuullllyy  iinntteeggrraattee  nneeww  tteecchhnnoollooggiieess,,  sseerrvviicceess  aanndd  ssyysstteemmss,,
wwee  mmaayy  nnoott  ggeenneerraattee  ssuuffffiicciieenntt  rreevveennuueess  aanndd  ooppeerraattiioonnaall  ssyynneerrggiieess  mmaayy
nnoott  ddeevveelloopp..
We continuously integrate new technologies, service offerings 

and systems. We have experienced and may continue to experience

difficulty integrating new technologies into our networks. For

example, we have experienced delays in our testing of our SIP-based

conferencing service that we intend to launch in the second quarter

of 2005. These delays resulted from our underlying carrier’s inability

to properly support this service in the time periods we initially

anticipated. In addition, we have experienced system integration

issues in connection with some of our acquisitions which resulted

in higher than normal telecommunications costs for certain periods

of time. If we cannot successfully integrate new technologies,

services and systems, we may not generate sufficient revenues 

and operational synergies may not develop.

CCoonncceerrnnss  rreeggaarrddiinngg  sseeccuurriittyy  ooff  ttrraannssaaccttiioonnss  aanndd  ttrraannssmmiittttiinngg  ccoonnffiiddeennttiiaall
iinnffoorrmmaattiioonn  oovveerr  tthhee  IInntteerrnneett  aanndd  ppuubblliicc  nneettwwoorrkkss  mmaayy  hhaavvee  aann  aaddvveerrssee
iimmppaacctt  oonn  tthhee  uussee  ooff  oouurr  WWeebb--eennaabblleedd  sseerrvviicceess..
We must securely receive and transmit confidential information

for our customers over the Internet and public networks. Concerns

regarding the security of confidential information transmitted over

the Internet and public networks may prevent customers from using

our Web-based services. Despite the measures we have taken, our

infrastructure is potentially vulnerable to physical or electronic

break-ins, viruses or similar problems. If a person circumvents

our security measures, he or she could misappropriate proprietary

information or cause interruption in our operations. Security

breaches that result in access to confidential information could

damage our reputation and expose us to a risk of loss or liability.

We may be required to make significant investments in efforts 

to protect against and remedy these types of security breaches.

Additionally, as electronic commerce becomes more widespread,

our customers will become more concerned about security. If we

are unable to adequately address these concerns, our business and

results of operations could suffer.

TTeecchhnnoollooggiiccaall  oobbssoolleesscceennccee  ooff  oouurr  eeqquuiippmmeenntt  ccoouulldd  rreessuulltt  iinn  ssuubbssttaannttiiaall
ccaappiittaall  eexxppeennddiittuurreess..
Technological advances may result in the development of new

equipment and changing industry standards, which could cause

our equipment to become obsolete. These events could require us

to invest significant capital in upgrading or replacing our equipment.

For example, we are currently in the process of introducing IP-based

equipment into our bridges and may need to increase our number

of ports if adoption of VoIP is more rapid than expected.

IIff  wwee  ffaaiill  ttoo  iinnccrreeaassee  oouurr  nneettwwoorrkk  ccaappaacciittyy  ttoo  mmeeeett  ccuussttoommeerr  ddeemmaannddss,,  tthhee
qquuaalliittyy  ooff  oouurr  sseerrvviiccee  ooffffeerriinnggss  mmaayy  ssuuffffeerr..
As network usage grows, we will need to add capacity to our hardware,

software and facilities with telecommunications equipment that

route telephone calls. We continuously attempt to predict growth

in our network usage and add capacity accordingly. If we do not

accurately predict and efficiently manage growth in our network

usage, the quality of our service offerings may suffer and we may

lose customers.
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DDoowwnnttiimmee  iinn  oouurr  nneettwwoorrkk  iinnffrraassttrruuccttuurree  ccoouulldd  rreessuulltt  iinn  tthhee  lloossss  ooff  ssiiggnniiffii--
ccaanntt  ccuussttoommeerrss  aanndd  rreevveennuueess..
We currently maintain facilities with telecommunications equipment

that routes telephone calls and computer telephony equipment in

locations throughout the world. The delivery of our services is

dependent, in part, upon our ability to protect the equipment and

data at our facilities against damage that may be caused by fire,

power loss, technical failures, unauthorized intrusion, natural

disasters, sabotage and other similar events. Despite taking a

variety of precautions, we have experienced downtime in our

networks from time to time and we may experience downtime in

the future. We have implemented changes to prevent this in the

future, however, these types of service interruptions could result

in the loss of significant customers, which could cause us to lose

revenues. We take substantial precautions to protect ourselves

and our customers from events that could interrupt delivery of 

our services. These precautions include physical security systems,

uninterruptible power supplies, on-site power generators, upgraded

back-up hardware, fire protection systems and other contingency

plans. In addition, some of our networks are designed so that the

data on each network server is duplicated on a separate network

server. We also maintain business interruption insurance providing

for aggregate coverage of approximately $80.6 million per policy

year. However, we may not be able to maintain insurance for this

risk in the future, or it may not continue to be available at reasonable

prices. Even if we maintain insurance for this risk, it may not be

sufficient to compensate us for losses that we experience due to

our inability to provide services to our customers.

IInntteerrrruuppttiioonn  iinn  tthhiirrdd  ppaarrttyy  sseerrvviicceess  tthhaatt  wwee  uussee  ccoouulldd  rreessuulltt  iinn  sseerrvviiccee
ddeellaayyss  aanndd  ddiissrruuppttiioonnss  aanndd  aa  lloossss  ooff  ssiiggnniiffiiccaanntt  ccuussttoommeerrss  aanndd  rreevveennuueess..
Our ability to maintain and expand our business depends, in 

part, on our ability to continue to obtain telecommunications 

and Web-based services on favorable terms from long distance

telecommunications service providers, local exchange carriers

and Internet service providers. We do not own a transmission

network. As a result, we depend on a variety of third party providers

for long-distance telecommunications services, call origination

and termination local transmission and Internet access. We have

experienced delays and disruptions in our services in the past due

to service interruptions from these providers. For example, we

have experienced interruptions in service as a result of our

underlying carriers’ network outages and as a result of increased

traffic volumes. Any interruptions in the delivery of our services

could result in a loss of significant customers and revenues.

IIff  wwee  ccaannnnoott  iinnccrreeaassee  rreevveennuueess  ffrroomm  eexxiissttiinngg  oorr  nneeww  CCoonnffeerreenncciinngg  &&
CCoollllaabboorraattiioonn  ccuussttoommeerrss  ttoo  mmaakkee  uupp  ffoorr  lloosstt  rreevveennuueess  ffrroomm  oonnee  ooff  
oouurr  hhiissttoorriiccaallllyy  llaarrggeesstt  ccuussttoommeerrss,,  oouurr  ffiinnaanncciiaall  ppeerrffoorrmmaannccee  mmaayy  
bbee  nneeggaattiivveellyy  iimmppaacctteedd..
One of our Conferencing & Collaboration customers, IBM, 

historically accounted for a significant amount of our revenues. 

Of our consolidated revenues from continuing operations, sales 

to IBM accounted for approximately 12% in 2002, 11% in 2003

and 11% in 2004. Of Conferencing & Collaboration segment

revenue from continuing operations, sales to IBM accounted for

approximately 29% in 2002, 27% in 2003 and 24% in 2004.

Because IBM has chosen to insource most of its automated

conferencing needs, we expect sales to IBM will account for

approximately 2% to 3% of consolidated revenues in 2005. If 

we are unable to increase revenues from other existing and new

Conferencing & Collaboration customers or retain IBM as a

customer at the levels currently forecasted, the decrease in IBM

revenues going forward could result in a material adverse effect 

on our business, financial condition and results of operations.

OOuurr  iinnaabbiilliittyy  ttoo  eeffffiicciieennttllyy  uuttiilliizzee  oorr  rree--nneeggoottiiaattee  mmiinniimmuumm  ppuurrcchhaassee
rreeqquuiirreemmeennttss  iinn  oouurr  lloonngg  ddiissttaannccee  tteelleeccoommmmuunniiccaattiioonnss  ssuuppppllyy  aaggrreeeemmeennttss
ccoouulldd  ddeeccrreeaassee  oouurr  pprrooffiittaabbiilliittyy..
Our ability to maintain and expand our business depends, in part,

on our ability to continue to obtain telecommunications services

on favorable terms from telecommunications service providers.

Agreements with some of our telecommunications service

providers contain minimum purchase requirements through

2009. In addition, certain circuits that we purchase are subject 

to term requirements, including penalties for early termination 

of such circuits. The total amount of the minimum purchase

requirements in 2004 was approximately $9.2 million, and we

incurred telecommunications costs in excess of these minimums.

It is possible that other telecommunications suppliers may

provide similar services at lower prices, and we may not be able 

to re-negotiate our current supply agreements to achieve compa-

rable lower rates. Further, we can give no assurance that we will 

be able to utilize the minimum amount of services that we are

required to purchase under these agreements. If we are unable 

to obtain telecommunications services on favorable terms, or 

if we are required to purchase more services than we are able to

utilize in the operation of our business, the costs of providing our

services would likely increase, which could decrease our profitability

and have a material adverse effect on our business, financial

condition and results of operations.

OOuurr  lleevveell  ooff  iinnddeebbtteeddnneessss  mmaayy  hhaarrmm  oouurr  ffiinnaanncciiaall  ccoonnddiittiioonn  aanndd  rreessuullttss  
ooff  ooppeerraattiioonnss..
We have incurred a substantial amount of indebtedness under our

credit facility. As of December 31, 2004, we had approximately

$68.7 million of outstanding debt under our credit facility, with

approximately $68.0 million in borrowings and $0.7 million in

letters of credit outstanding. In addition, we anticipate borrowing

additional funds from our credit facility to fund the approximately

$41 million, net of working capital, purchase price for our pending

acquisition of the conferencing services division of Citizens. In

February 2005, we increased our line of credit from $120.0 million

to $180.0 million. Our level of indebtedness will have several impor-

tant effects on our future operations, including, without limitation:

• a portion of our cash flow from operations will be dedicated 

to the payment of any interest or amortization required with

respect to outstanding indebtedness

• increases in our outstanding indebtedness and leverage will

increase our vulnerability to adverse changes in general economic

and industry conditions, as well as to competitive pressure
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• depending on the levels of our outstanding debt, our ability to

obtain additional financing for working capital, acquisitions,

capital expenditures, general corporate and other purposes 

may be limited

At the maturity of our credit facility or in the event of an acceleration

of the indebtedness under the credit facility following an event of

default, the entire outstanding principal amount of the indebtedness

under the facility, together with all other amounts payable thereunder

from time to time, will become due and payable. However, it is

possible that we may not have sufficient funds to pay such obliga-

tions in full at maturity or upon such acceleration. If we default

and are not able to pay any such obligations due, our lenders have

liens on substantially all of our assets and could foreclose on our

assets in order to satisfy our obligations.

OOuurr  ddeeppeennddeennccee  oonn  oouurr  ssuubbssiiddiiaarriieess  ffoorr  ccaasshh  ffllooww  mmaayy  nneeggaattiivveellyy  aaffffeecctt  oouurr
bbuussiinneessss  aanndd  oouurr  aabbiilliittyy  ttoo  mmeeeett  oouurr  ddeebbtt  sseerrvviiccee  oobblliiggaattiioonnss..
We conduct substantially all of our business through our subsidiaries.

Our ability to pay amounts due under our indebtedness in the future

will be dependent upon the ability of our subsidiaries to make cash

distributions of earnings, loans or other payments to us based on

their earnings and cash flows. The ability of our subsidiaries to make

these distributions is and will continue to be restricted by, among

other limitations, applicable provisions of governing law and

contractual provisions. Our subsidiaries may not have sufficient

funds or may not be able to distribute sufficient funds to us to

enable us to service or repay such indebtedness.

OOuurr  ffiinnaanncciiaall  ppeerrffoorrmmaannccee  ccoouulldd  ccaauussee  ffuuttuurree  wwrriittee--ddoowwnnss  ooff  ggooooddwwiillll  oorr
ootthheerr  iinnttaannggiibbllee  aasssseettss  iinn  ffuuttuurree  ppeerriiooddss..
We adopted SFAS No. 142, “Accounting for Goodwill and Other

Intangible Assets,” effective January 1, 2002. With the adoption of

SFAS No. 142, we ceased amortizing approximately $123.1 million

of goodwill. In lieu of amortization, we were required to perform

an initial impairment review of our goodwill in 2002 and are

required to perform an annual impairment review thereafter. The

review in 2002 resulted in an impairment of certain other intangible

assets at Data Communications of approximately $3.2 million.

Subsequent reviews could result in impairment write-downs to

goodwill and/or other intangible assets. As of December 31, 2004,

we had $192.1 million of goodwill and $40.6 million of other

intangible assets reflected on our financial statements for which

amortization will continue.

WWee  mmaayy  bbee  ssuubbjjeecctt  ttoo  aasssseessssmmeenntt  ooff  iinnccoommee,,  ssttaattee  ssaalleess  aanndd  ootthheerr  ttaaxxeess  ffoorr
wwhhiicchh  wwee  hhaavvee  nnoott  aaccccrruueedd..
We may have to pay past international and state income, state sales

or other taxes that we have not accrued for. As of December 31, 2004,

we had approximately $4.0 million and $5.7 million accrued for

potential exposure for asserted international and state income

taxes and for state sales taxes, respectively, including penalties and

interest. If international or state taxing authorities assess taxes,

penalties and interest in amounts greater than our current accruals,

our financial results would be adversely impacted. We do not

currently assess or collect sales taxes on sales of our services to

our Conferencing & Collaboration customers. Some states may

claim that some of our Conferencing & Collaboration services are

subject to sales taxes. If these taxing authorities were to require 

us to pay sales or other taxes on the past sales of these services, 

we may have to pay these taxes out of our own funds because we

may not be able to go back to our customers to collect these taxes.

Subjecting our services to any such taxes would increase our 

operating costs and could have a material adverse affect on 

our financial results.

IIff  oouurr  qquuaarrtteerrllyy  rreessuullttss  ddoo  nnoott  mmeeeett  tthhee  eexxppeeccttaattiioonnss  ooff  ppuubblliicc  mmaarrkkeett
aannaallyyssttss  aanndd  iinnvveessttoorrss,,  oouurr  ssttoocckk  pprriiccee  mmaayy  ddeeccrreeaassee..
Our quarterly revenues are difficult to forecast because the market

for our services is rapidly evolving. Our expense levels are based,

in part, on our expectations as to future revenues. If our revenue

levels are below expectations, we may be unable or unwilling 

to reduce expenses proportionately, and our operating results 

would likely be adversely affected. As a result, we believe that

period-to-period comparisons of our results of operations are 

not necessarily meaningful and should not be relied upon as 

indications of future performance. It is likely that in some future

quarter our operating results may fail to meet the expectations of

public market analysts and investors. In this event, the market

price of our common stock will likely decline.

Our operating results have varied significantly in the past and may

vary significantly in the future. Specific factors that may cause our

future operating results to vary include:

• fluctuations in operating expenses

• increased competition and pricing pressure

• the reliability and performance of our services

• the timing of new service announcements

• market acceptance of new and enhanced versions of our services

• changes in legislation and regulations that may affect the

competitive environment for our services

• general economic and seasonal factors

OOuurr  ppeennddiinngg  sshhaarreehhoollddeerr  lliittiiggaattiioonn  ccoouulldd  bbee  ccoossttllyy,,  ttiimmee  ccoonnssuummiinngg  aanndd  aa
ddiivveerrssiioonn  ttoo  mmaannaaggeemmeenntt  aanndd,,  iiff  aaddvveerrsseellyy  ddeetteerrmmiinneedd,,  ccoouulldd  rreessuulltt  iinn
ssuubbssttaannttiiaall  lliiaabbiilliittiieess..
Regardless of the ultimate outcome of our pending shareholder

litigation, this matter could be costly, time consuming and a

diversion to management and other resources. If the outcome of

this matter is adverse to us, it could result in substantial damages.

For a description of this shareholder litigation, please see Part I,

Item 3. “Legal Proceedings” of this annual report on Form 10-K.

PremiereFin.wpc  4/4/05  11:23 AM  Page 28



PREMIERE GLOBAL SERVICES, INC. AND SUBSIDIARIES

PREMIERE GLOBAL SERVICES 29

TThhee  ppeerrffoorrmmaannccee  ooff  oouurr  bbuussiinneessss  ddeeppeennddss  oonn  aattttrraaccttiinngg  aanndd  rreettaaiinniinngg
qquuaalliiffiieedd  kkeeyy  ppeerrssoonnnneell..
Our performance depends on attracting and retaining key

personnel, including executive, sales and marketing personnel

and customer support, product development and other technical

personnel. Failure to do so could have a material adverse effect on

the performance of our business and the results of our operations.

OOuurr  aarrttiicclleess  aanndd  bbyyllaawwss  aanndd  GGeeoorrggiiaa  ccoorrppoorraattee  llaaww  mmaayy  iinnhhiibbiitt  aa  ttaakkeeoovveerr
wwhhiicchh  mmaayy  nnoott  bbee  iinn  tthhee  iinntteerreessttss  ooff  oouurr  sshhaarreehhoollddeerrss..  
There are several provisions in our articles and bylaws and under

Georgia corporate law that may inhibit a takeover, even when a

takeover may be in the interests of our shareholders. For example,

our board of directors is empowered to issue preferred stock

without shareholder action. The existence of this “blank-check”

preferred stock could render more difficult or discourage an attempt

to obtain control of us by means of a tender offer, merger, proxy

contest or otherwise. Our articles also divide our board into three

classes, as nearly equal in size as possible, with staggered three-year

terms. The classification of the board could make it more difficult

for a third party to acquire control of us because our shareholders

elect only one-third of the members of the board each year. We are

also subject to provisions of the Georgia corporate law that relate

to business combinations with interested shareholders, which can

serve to inhibit a takeover. In addition to considering the effects

of any action on us and our shareholders, our articles permit our

board to consider the interests of various constituencies, including

employees, customers, suppliers and creditors, communities in

which we maintain offices or operations and other factors which

they deem pertinent, in carrying out and discharging their duties

and responsibilities and in determining what is believed to be in

our best interests.

R i sks  Re l a t ed  t o  Acqu i s i t i ons
WWee  ffaaccee  rriisskkss  iinn  ccoonnnneeccttiioonn  wwiitthh  ccoommpplleetteedd  oorr  ppootteennttiiaall  aaccqquuiissiittiioonnss..
Our growth has been enhanced through acquisitions of businesses,

products and technologies that we believe will complement our

business. We regularly evaluate acquisition opportunities, frequently

engage in acquisition discussions, conduct due diligence activities

in connection with possible acquisitions, and, where appropriate,

engage in acquisition negotiations. We may not be able to successfully

identify suitable acquisition candidates, complete acquisitions,

integrate acquired operations into our existing operations or expand

into new markets. In addition, we compete for acquisitions and

expansion opportunities with companies that have substantially

greater resources, and competition with these companies for

acquisition targets could result in increased prices for possible

targets. Acquisitions also involve numerous additional risks to us

and our investors, including:

• difficulties in the assimilation of the operations, services 

and personnel of the acquired company

• diversion of our management’s attention from other 

business concerns

• assumption of known and unknown liabilities

• adverse financial impact from the amortization of expenses

related to goodwill and other intangible assets

• entry into markets in which we have little or no direct 

prior experience

• potentially dilutive issuances of equity securities

For example, we experienced some additional development costs for

the implementation of NMS ports from the I-Media acquisition. We

are currently integrating the operations of I-Media and are in the

process of completing the integration of MediaLinq’s operations

with Data Communications’ operations. In addition, upon the

closing of our pending acquisition of Citizens conferencing serv-

ices division, we will need to focus our efforts on the integration

of that division’s operations with Conferencing & Collaboration’s

operations. If we fail to adequately manage these acquisition risks,

the acquisitions may not result in revenue growth, operational

synergies or service or technology enhancements, which could

adversely affect out financial results. 

R i sks  Re l a t ed  t o  In t e l l e c tua l  Prope r t y
WWee  mmaayy  nnoott  bbee  aabbllee  ttoo  pprrootteecctt  oouurr  pprroopprriieettaarryy  tteecchhnnoollooggyy  aanndd  
iinntteelllleeccttuuaall  pprrooppeerrttyy  rriigghhttss,,  wwhhiicchh  ccoouulldd  rreessuulltt  iinn  tthhee  lloossss  ooff  oouurr  
rriigghhttss  oorr  iinnccrreeaasseedd  ccoossttss..
We rely primarily on a combination of intellectual property laws

and contractual provisions to protect our proprietary rights and

technology, brand and marks. These laws and contractual provisions

provide only limited protection of our proprietary rights and tech-

nology. If we are not able to protect our intellectual property and

our proprietary rights and technology, we could lose those rights

and incur substantial costs policing and defending those rights. Our

means of protecting our intellectual property, proprietary rights

and technology may not be adequate, and our competitors may

independently develop similar or competitive technologies. In

addition, the laws of some foreign countries do not protect our

proprietary rights to as great an extent as the laws of the U.S.

IIff  ccllaaiimmss  aalllleeggiinngg  ppaatteenntt,,  ccooppyyrriigghhtt  oorr  ttrraaddeemmaarrkk  iinnffrriinnggeemmeenntt  aarree  bbrroouugghhtt
aaggaaiinnsstt  uuss  aanndd  ssuucccceessssffuullllyy  pprroosseeccuutteedd  aaggaaiinnsstt  uuss,,  tthheeyy  ccoouulldd  rreessuulltt  iinn
ssuubbssttaannttiiaall  ccoossttss..
Many patents, copyrights and trademarks have been issued in 

the general areas of information services, telecommunications,

computer telephony and the Internet. From time to time, in the

ordinary course of our business, we have been and expect to continue

to be subject to third party claims that our current or future products

or services infringe the patent, copyright or trademark rights or

other intellectual property rights of third parties. If these types of

claims are brought, we ultimately may not prevail and any claiming

parties may have significantly greater resources than we have to

pursue litigation of these types of claims. Any infringement claim,

whether with or without merit, could:
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• be time consuming and a diversion to management

• result in costly litigation

• cause delays in introducing new services or enhancements

• result in costly royalty or licensing agreements

We have received letters from Ronald A. Katz Technology Licensing,

L.P., informing us of the existence of its respective patents and

the potential applicability of those patents on our services. We are

currently considering this matter. In addition, certain of our former

Voicecom customers have alleged that we are obligated to indemnify

them against patent infringement claims made by Katz against such

customers. We do not believe that we have an obligation to indem-

nify such customers. However, due to the inherent uncertainties

of litigation, we are unable to predict the outcome of any potential

litigation as a result of any of these claims, and any adverse outcome

could have a material effect on our business, financial condition

and results of operations.

R i sks  Re l a t ed  t o  Gove rnmen t  Regu la t i on
RReecceenntt  rreegguullaattoorryy  cchhaannggeess  mmaayy  ddiissccoouurraaggee  cceerrttaaiinn  ccuussttoommeerrss  ffrroomm  uussiinngg
ssoommee  ooff  oouurr  DDaattaa  CCoommmmuunniiccaattiioonnss  sseerrvviicceess  aanndd  ccoouulldd  aaddvveerrsseellyy  iimmppaacctt
oouurr  rreessuullttss  ooff  ooppeerraattiioonnss..
Recent legislative and regulatory changes have imposed additional

restrictions that may impact our business. Such changes include

the passage of federal legislation to curb unsolicited commercial

e-mail, or “spam,” and additional restrictions on telemarketing

and advertising via facsimile. These changes include the estab-

lishment of a nationwide “do not call” registry for residential and

wireless telephone numbers. The Telephone Consumer Protection

Act of 1991 and associated rules promulgated by the FCC prohibit

the sending of unsolicited advertisements via facsimiles, and

proscribe certain telemarketing practices. Other recent federal

laws are being implemented by the FTC that also substantially

regulate telemarketing. Compliance with the new legislation and

regulations could have an adverse impact on the volume of facsimile,

e-mail and voice messages sent utilizing Data Communications’

platforms. For example, the FCC has delayed the effective date 

for amendments to its rules requiring prior written consent and

deleting the established business relationship exemption for

unsolicited facsimile advertisements until June 30, 2005. If the

FCC decides to retain these amendments to its rules that require

prior written consent, it may discourage use by some of our Data

Communications customers of our facsimile services and could

adversely impact our Data Communications revenue. In addition,

we could be subject to litigation concerning our compliance and our

customers’ compliance with these laws and regulations, as well as

governmental enforcement actions, regulatory fines and penalties.

GGoovveerrnnmmeenntt  rreegguullaattiioonnss  iinn  tthhee  UU..SS..  aanndd  iinntteerrnnaattiioonnaallllyy  aanndd  tthhee  lleeggaall
uunncceerrttaaiinnttiieess  rreellaatteedd  ttoo  tthhee  IInntteerrnneett  aanndd  eelleeccttrroonniicc  ccoommmmuunniiccaattiioonnss  mmaayy
aaddvveerrsseellyy  aaffffeecctt  tthhee  ddeemmaanndd  ffoorr  oouurr  sseerrvviicceess  aanndd  ppllaaccee  ffiinnaanncciiaall  bbuurrddeennss
oonn  oouurr  bbuussiinneessss  rreellaatteedd  ttoo  ccoommpplliiaannccee..
Our operations are, and may be, subject to laws and regulations in

the U.S. and internationally regulating the unsolicited transmission

of facsimile communications and e-mail and telemarketing laws

and regulations. We monitor such laws and regulations, and 

our service agreements with customers state that customers are

responsible for their compliance with all applicable laws and

regulations. We could, nevertheless, be subject to litigation, 

fines, losses or other penalties under such laws and regulations.

New laws and regulations directed specifically at electronic commerce

and the Internet may be adopted at the federal, state and interna-

tional levels. These laws and regulations may cover issues such as

collection and use of data from Web sites, privacy, e-mail, network

and information security, “spamming,” pricing, content, copyrights

and other intellectual property, VoIP, changes in telecommunica-

tions regulations, online gambling and distribution and quality of

goods and services. The enactment of any additional laws or regu-

lations may impede the growth of our Web-enabled products and

services and place additional financial burdens on our business 

in order to comply with new laws and regulations.

WWee  mmaayy  bbeeccoommee  ssuubbjjeecctt  ttoo  vvaarriioouuss  ggoovveerrnnmmeenntt  rreegguullaattiioonnss  aapppplliiccaabbllee  
ttoo  ttrraaddiittiioonnaall  tteelleeccoommmmuunniiccttiioonnss  sseerrvviiccee  pprroovviiddeerrss,,  wwhhiicchh  ccoouulldd  
iimmppaaiirr  oouurr  aabbiilliittyy  ttoo  ddeelliivveerr  oouurr  sseerrvviicceess  aanndd  aaddvveerrsseellyy  iimmppaacctt  oouurr  
rreessuullttss  ooff  ooppeerraattiioonnss..
Our business is affected by regulatory decisions, trends and policies

made by federal, state, local and international telecommunications

regulatory agencies, including the FCC and state public service

commissions. We do not believe that our services are subject to

the same regulations as those applicable to traditional telecom-

munications service providers in the U.S. However, regulatory

authorities may take a different position and may seek to regulate

our services, or to impose requirements, including filing and fee

requirements, applicable to providers of traditional telephone

services upon our services. For example, we recently received

letters from the Investigations and Hearing Division of the FCC’s

Enforcement Bureau regarding filing and remittance requirements

applicable to traditional telephone companies. We use reasonable

efforts to ensure that our operations comply with applicable 

regulatory requirements. However, if we fail to comply with any

applicable government regulations, or if we were required to submit

to the jurisdiction of such government authorities as providers of

traditional telephone services, we could be temporarily prohibited

from providing portions of our services, may have to restructure

portions of our services, could become subject to ongoing reporting

and compliance obligations or could be subject to fines, forfeitures

or other penalties for noncompliance. Subjecting our services to

these regulations would increase our operating costs and could

have a material adverse affect on our financial results.
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WWee  mmaayy  bbeeccoommee  ssuubbjjeecctt  ttoo  nneeww  llaawwss  aanndd  rreegguullaattiioonnss  iinnvvoollvviinngg  sseerrvviicceess  aanndd
ttrraannssaaccttiioonnss  iinn  tthhee  aarreeaass  ooff  eelleeccttrroonniicc  ccoommmmeerrccee,,  wwhhiicchh  ccoouulldd  iinnccrreeaassee
ccoossttss  ooff  ccoommpplliiaannccee..
In conducting our business, we are subject to various laws and

regulations relating to commercial transactions generally, such 

as the Uniform Commercial Code, and we are also subject to 

the electronic funds transfer rules embodied in Regulation E

promulgated by the Board of Governors of the Federal Reserve

System. Congress has held hearings regarding, and various agencies

are considering, whether to regulate providers of services and

transactions in the electronic commerce market. It is possible that

Congress, the states or various government agencies could impose

new or additional requirements on the electronic commerce market

or entities operating therein. If enacted, these laws, rules and regu-

lations could be imposed on our business and industry and could

result in substantial compliance costs.

R i sks  Re l a t ed  t o  In t e rna t i ona l  Ope ra t i ons  
and  Expans i on

TThheerree  aarree  rriisskkss  iinnhheerreenntt  iinn  iinntteerrnnaattiioonnaall  ooppeerraattiioonnss  tthhaatt  ccoouulldd  hhiinnddeerr  oouurr
iinntteerrnnaattiioonnaall  ggrroowwtthh  ssttrraatteeggyy..
Our ability to achieve future success will depend in part on the

expansion of our international operations. There are difficulties

and risks inherent in doing business on an international level that

could prevent us from selling our services in other countries or

hinder our expansion once we have established international

operations, including, among other things, the following:

• burdensome regulatory requirements and unexpected changes

in these requirements

• export restrictions and controls relating to technology

• tariffs and other trade barriers

• difficulties in staffing and managing international operations

• longer payment cycles

• problems in collecting accounts receivable

• political and economic instability

• fluctuations in currency exchange rates

• seasonal reductions in business activity during the summer

months in Europe and other parts of the world

• potentially adverse tax consequences

WWee  ccoouulldd  eexxppeerriieennccee  lloosssseess  ffrroomm  fflluuccttuuaattiioonnss  iinn  ccuurrrreennccyy  eexxcchhaannggee  rraatteess..
Because we conduct business outside the U.S., some of our expenses

and revenues are derived in foreign currencies. In particular, a

significant portion of our Data Communications business is

conducted outside the U.S., and a significant portion of our revenues

and expenses from that business are derived in foreign currencies.

Accordingly, we could experience material losses due to fluctuations

in foreign currencies. We have not experienced any material losses

from fluctuations in currency exchange rates, but we could in the

future. We typically denominate foreign transactions in foreign

currency and have not regularly engaged in hedging transactions,

although we may engage in hedging transactions from time to time

in the future.

Fo rwa rd -Look ing  Sta t emen t s

When used in this annual report on Form 10-K and elsewhere by

us or by management from time to time, the words “believes,”

“anticipates,” “expects,” “will,” “may,” “should,” “intends,” “plans,”

“estimates,” “predicts,” “potential,” “continue” and similar

expressions are intended to identify forward-looking statements

concerning our operations, economic performance and financial

condition. For those statements, we claim the protection of the safe

harbor for forward-looking statements contained in the Private

Securities Litigation Reform Act of 1995. These statements are based

on a number of assumptions and estimates that are inherently

subject to significant risks and uncertainties, many of which are

beyond our control, and reflect future business decisions which

are subject to change. A variety of factors could cause actual results

to differ materially from those anticipated in our forward-looking

statements, including the following factors:

• Our ability to compete based on price and against our existing

and future competitors

• Our ability to respond to rapid technological change and the

development of alternatives to our services

• Market acceptance of new services and enhancements to 

existing services

• Costs or difficulties related to the integration of any new or

acquired businesses and technologies

• Concerns regarding the security of transactions and transmit-

ting confidential information over the Internet and public

networks

• Our ability to increase our network capacity to meet 

customer demands

• Our services may be interrupted due to failure of the platforms

and network infrastructure utilized in providing our services

• Our ability to increase revenues from existing or new

Conferencing & Collaboration customers to make up for 

lost revenues from one of our historically largest customers

• Our ability to efficiently utilize or re-negotiate minimum

purchase requirements in our telecommunications 

supply agreements

• Increased leverage may harm our financial condition and

results of operations

• Our dependence on our subsidiaries for cash flow may negatively

affect our business and our ability to pay amounts due under

our indebtedness
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• Our financial performance could cause future write-downs 

of goodwill or other intangible assets in future periods

• Assessment of income, state sales and other taxes for which 

we have not accrued

• Our ability to attract and retain qualified key personnel

• Possible adverse results of pending or future litigation or

adverse results of current or future infringement claims

• Our ability to successfully identify suitable acquisition candi-

dates, complete acquisitions, integrate acquired operations

into our existing operations or expand into new markets

• Our ability to protect our proprietary technology and intellectual

property rights

• Legislative or regulatory changes, such as the FCC’s revisions 

to the rules interpreting the TCPA, may adversely affect our 

Data Communications business

• Possible adverse results if our services become subject 

to government regulations applicable to traditional 

telecommunications service providers

• Risks associated with expansion of our international operations

and fluctuations in currency exchange rates

• Domestic and international terrorist activity, war and political

instability may adversely affect the level of services utilized 

by our customers and the ability of those customers to pay for 

services utilized

• General economic or business conditions, internationally,

nationally or in the local jurisdiction in which we are doing 

business, may be less favorable than expected

• Factors described under the caption “Risk Factors Affecting

Future Performance” in this Form 10-K

• Factors described from time to time in our press releases,

reports and other filings made with the SEC

We caution that these factors are not exclusive. Consequently, all

of the forward-looking statements made in this annual report on

Form 10-K and in other documents filed with the SEC are qualified

by these cautionary statements. Readers are cautioned not to place

undue reliance on these forward-looking statements, which speak

only as of the date of this Form 10-K. We take on no obligation to

publicly release the results of any revisions to these forward-looking

statements that may be made to reflect events or circumstances

after the date of this Form 10-K, or the date of the statement, if a

different date.

I TEM 7A .  QUANT ITAT IVE  AND QUAL ITAT IVE
D ISCLOSURES  ABOUT  MARKET  R ISK

We are exposed to market risk from changes in interest rates and

foreign currency exchange rates. We manage our exposure to these

market risks through our regular operating and financing activities.

Derivative instruments are not currently used and, if utilized, are

employed as risk management tools and not for trading purposes.

At December 31, 2004, we had borrowings of $68.0 million

outstanding on our line of credit that were subject to interest rate

risk. Each 100 basis point increase in interest rates relative to these

borrowings would impact annual pretax earnings and cash flows

by approximately $0.1 million based on the December 31, 2004

debt level.

Approximately 34.7% and 35.3% of our consolidated revenues

from continuing operations and 36.1% and 36.2% of our operating

expenses from continuing operations were transacted in foreign

currencies in 2004 and 2003, respectively. As a result, fluctuations

in exchange rates impact the amount of our reported sales and

operating income. A hypothetical positive or negative change 

of 10% in foreign currency exchange rates would positively or

negatively change revenues for 2004 and 2003 by approximately

$15.6 million and $13.4 million, respectively, and operating

expenses for 2004 and 2003 by approximately $12.2 million and

$10.9 million, respectively. Historically, our principal exposure

has been related to local currency sales, operating costs and

expenses in Europe and Asia Pacific (principally the United

Kingdom, Australia, Germany and Japan). We have not used

derivatives to manage foreign currency exchange risk, and no

foreign currency exchange derivatives were outstanding at

December 31, 2004.
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To the Board of Directors and Shareholders of

Premiere Global Services, Inc.

We have audited the accompanying consolidated balance sheets of Premiere Global Services, Inc. and subsidiaries (the “Company”

formerly PTEK Holdings, Inc.) as of December 31, 2004 and 2003, and the related consolidated statements of operations, shareholders’

equity, and cash flows for the years then ended. These financial statements are the responsibility of the Company’s management. Our

responsibility is to express an opinion on these financial statements based on our audits. The financial statements of the Company for 

the year ended December 31, 2002 were audited by other auditors whose report, dated March 27, 2003, expressed an unqualified opinion

on those statements.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of

material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial

statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as

evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such 2004 and 2003 consolidated financial statements present fairly, in all material respects, the financial position of 

the Company and subsidiaries as of December 31, 2004 and 2003, and the results of their operations and their cash flows for the years

then ended in conformity with accounting principles generally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the effectiveness

of the Company’s internal control over financial reporting as of December 31, 2004, based on the criteria established in Internal Control –
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated March 14,

2005 expressed an unqualified opinion on management’s assessment of the effectiveness of the Company’s internal control over financial

reporting and an unqualified opinion on the effectiveness of the Company’s internal control over financial reporting.

/s/ Deloitte & Touche LLP

Atlanta, Georgia

March 14, 2005
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To the Board of Directors and Shareholders of

Premiere Global Services, Inc.:

In our opinion, the accompanying consolidated statements of operations, of cash flows and shareholders’ equity for the year ended

December 31, 2002 present fairly, in all material respects, the results of operations and cash flows of Premiere Global Services, Inc. 

(f/k/a PTEK Holdings, Inc.) and its subsidiaries for the year ended December 31, 2002, in conformity with accounting principles 

generally accepted in the United States of America. These financial statements are the responsibility of the Company’s management; 

our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit of these financial

statements in accordance with standards of the Public Company Accounting Oversight Board (United States). Those standards require

that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstate-

ment. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,

assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial 

statement presentation. We believe that our audits provide a reasonable basis for our opinion.

As discussed in Note 3 to the consolidated financial statements, the Company adopted Financial Accounting Standards Board Statement

No. 142 on January 1, 2002.

/s/ PricewaterhouseCoopers LLP

Atlanta, Georgia

March 27, 2003
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36 PREMIERE GLOBAL SERVICES

ASSETS

2 0 0 4 2 0 0 3

CURRENT ASSETS

Cash and equivalents $ 25,882 $ 23,946
Marketable securities, available for sale 576 575
Accounts receivable (less allowances of $5,706 and $4,451, respectively) 72,055 57,760
Prepaid expenses and other current assets 5,148 6,348
Deferred income taxes, net 17,706 20,938

Total current assets 121,367 109,567

PROPERTY AND EQUIPMENT, NET 74,050 63,563

OTHER ASSETS

Goodwill 192,147 123,066
Intangibles, net of amortization 40,590 24,553
Deferred income taxes, net 3,461 10,521
Notes receivable – employees – 1,808
Other assets 3,861 6,219

$ 435,476 $ 339,297

LIABILITIES AND SHAREHOLDERS’ EQUITY

CURRENT LIABILITIES

Accounts payable $ 37,337 $ 36,621
Income taxes payable 8,968 4,542
Accrued taxes 6,700 6,442
Accrued expenses 40,192 33,891
Current maturities of long-term debt and capital lease obligations 37 15,000
Accrued restructuring costs 1,071 4,445

Total current liabilities 94,305 100,941

LONG-TERM LIABILITIES

Convertible subordinated notes – 85,000
Long-term debt and capital lease obligations 68,147 5,000
Accrued expenses 6,094 14,638

Total long-term liabilities 74,241 104,638

COMMITMENTS AND CONTINGENCIES (NOTE 18)

SHAREHOLDERS’ EQUITY

Common stock, $.01 par value; 150,000,000 shares authorized, 

71,301,577 and 57,289,895 shares issued and outstanding in 

2004 and 2003, respectively 713 572
Unrealized gain (loss) on marketable securities, available for sale 6 (110)
Additional paid-in capital 694,284 602,452
Unearned restricted share compensation (4,187) (813)
Notes receivable, shareholder (5,662) (5,343)
Cumulative translation adjustment 2,429 (507)
Accumulated deficit (420,653) (462,533)

Total shareholders’ equity 266,930 133,718
$ 435,476 $ 339,297

Accompanying notes are integral to these consolidated financial statements.

PremiereFin.wpc  4/4/05  11:23 AM  Page 36



PREMIERE GLOBAL SERVICES, INC. AND SUBSIDIARIES

PREMIERE GLOBAL SERVICES 37

CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended December 31, 2004, 2003 and 2002
( i n  t h o u s a n d s ,  e x c e p t  s h a r e  a n d  p e r  s h a r e  d a t a )

2 0 0 4 2 0 0 3 2 0 0 2

Revenues $449,371 $381,280 $341,253

Operating Expenses

Cost of revenues (exclusive of depreciation shown separately below) 160,690 145,549 127,928
Selling and marketing 117,711 101,300 88,970
General and administrative 50,082 44,474 45,580
Research and development 10,970 8,569 7,236
Depreciation 26,372 23,575 21,526
Amortization 8,891 6,746 10,876
Restructuring costs – 10,947 1,834
Asset impairments – – 3,202
Equity based compensation 3,261 2,921 1,871
Net legal settlements and related expenses – – 7,325

Total operating expenses 377,977 344,081 316,348

Operating Income 71,394 37,199 24,905

Other (Expense) Income

Interest expense (4,687) (9,603) (11,510)
Interest income 633 874 1,482
Debt conversion costs (17,027) – –
(Loss) gain on sale of marketable securities (16) 1,600 930
Gain on prepayment of notes receivable 8,520 – –
Gain on repurchase of bonds – 41 –
Other, net 2,433 81 (8)

Total other (expense) income (10,144) (7,007) (9,106)

Income From Continuing Operations Before Income Taxes 61,250 30,192 15,799
Income Tax Expense 20,565 3,279 1,376
Income  from Continuing Operations $ 40,685 $ 26,913 $ 14,423

Discontinued Operation:

Gain (loss) from operations of Voicecom (including loss 

on disposal of $10,343 in 2002) 1,956 (1,597) (16,172)
Income tax expense (benefit) 761 (621) (3,640)
Gain (loss) on discontinued operations 1,195 (976) (12,532)

Net Income $ 41,880 $ 25,937 $ 1,891

BASIC EARNINGS (LOSS):

Income from continuing operations $ 40,685 $ 26,913 $ 14,423
Net income $ 41,880 $ 25,937 $ 1,891

BASIC WEIGHTED AVERAGE SHARES OUTSTANDING 64,086 53,767 53,550
Basic earnings (loss) per share:

Continuing operations $ 0.63 $ 0.50 $ 0.27
Discontinued operations 0.02 (0.02) (0.23)
Net income $ 0.65 $ 0.48 $ 0.04

DILUTED EARNINGS (LOSS):

Income from continuing operations $ 42,071 $ 27,886 $ 14,423
Net income $ 43,266 $ 26,910 $ 1,891

DILUTED WEIGHTED AVERAGE SHARES OUTSTANDING 72,280 61,301 56,262
Diluted earnings (loss) per share:

Continuing operations $ 0.58 $ 0.45 $ 0.26
Discontinued operations 0.02 (0.01) (0.23)
Net income $ 0.60 $ 0.44 $ 0.03

Accompanying notes are integral to these consolidated financial statements.
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PREMIERE GLOBAL SERVICES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Years Ended December 31, 2004, 2003 and 2002
( i n  t h o u s a n d s )

Un r e a l i z e d Un e a r n e d

C o m m o n A d d i t i o n a l No t e s G a i n  ( L o s s ) R e s t r i c t e d C u m u l a t i v e To t a l

S t o c k Pa i d -In R e c e i v a b l e Tr e a s u r y A c c u m u l a t e d o n  Ma r ke t a b l e          S h a r e   Tr a n s l a t i o n Shareholders’

Is s u e d C a p i t a l S h a r e h o l d e r S t o c k D e f i c i t S e c u r i t i e s C o m p e n s a t i o n A d j u s t m e n t E q u i t y

BALANCE, December 31, 2003 $569 $597,885 $(4,593) $(15,494) $(490,422) $ 722 $(3,860) $(5,775) $ 79,032

Other comprehensive income:

Net income – – – – 1,891 – – – 1,891
Translation adjustments – – – – – – – 2,965 2,965
Change in unrealized net gain (loss) 

on marketable securities, net of tax – – – – – (446) – – (446)
Other comprehensive income 4,410

Issuance of common stock:

Exercise of stock options 5 289 – – – – – – 294
Treasury stock purchase – – – (6,618) – – – – (6,618)
401(k) plan match 4 1,625 – – – – – – 1,629
Employee stock purchase plan 4 904 – – – – – – 908
Restricted stock issued 2 825 – – – – (95) – 732
Stock issued for legal settlement 3 1,307 – – – – – – 1,310
Restricted stock cancelled (0) (171) – – – – 171 – –
Stock compensation in exchange for services – 10 – – – – – – 10
Stock compensation expense – – – – – – 1,871 – 1,871
Income tax benefit from exercise of stock options – 1,209 – – – – – – 1,209
Interest related to shareholder note receivable – – (449) – – – – – (449)
BALANCE, December 31, 2002 $587 $603,883 $(5,042) $(22,112) $ (488,531) $ 276 $ (1,913) $(2,810) $ 84,338

Other comprehensive income:

Net income – – – – 25,937 – – – 25,937
Translation adjustments – – – – – – – 2,303 2,303
Change in unrealized net gain (loss) 

on marketable securities, net of tax – – – – – (386) – – (386)
Other comprehensive income 27,854

Issuance of common stock:

Exercise of stock options 39 15,260 – – – – – – 15,299
Issuance of Warrant – 560 – – – – – – 560
Treasury stock purchase – – – (627) – – – – (627)
Retirement of treasury stock (54) (22,746) – 22,739 61 – – – –
Stock compensation expense – variable accounting – 1,099 – – – – – – 1,099
Stock compensation in exchange for services – 866 – – – – – – 866
Stock compensation expense – restricted shares – (145) – – – – 1,100 – 955
Income tax benefit from exercise of stock options – 3,675 – – – – – – 3,675
Interest related to shareholder note receivable – – (301) – – – – – (301)
BALANCE, December 31, 2003 $572 $602,452 $(5,343) $ – $(462,533) $ (110) $ (813) $ (507) $ 133,718

Other comprehensive income:

Net income – – – – 41,880 – – – 41,880
Translation adjustments – – – – – – – 2,936 2,936
Change in unrealized net gain (loss) 

on marketable securities, net of tax – – – – – 116 – – 116
Other comprehensive income 44,932

Issuance of common stock:

Exercise of stock options 22 11,532 – – – – – – 11,554
Treasury stock purchase and retirement (15) (12,796) – – – – – – (12,811)
Stock compensation expense – variable accounting – 373 – – – – – – 373
Stock compensation in exchange for services – 607 – – – – – – 607
Issuance of restricted shares and 

related stock-based compensation 7 6,266 – – – – (3,374) – 2,899
Conversion of debt to equity 127 81,799 – – – – – – 81,926
Income tax benefit from exercise of stock options – 4,051 – – – – – – 4,051
Interest related to shareholder note receivable – – (319) – – – – – (319)
BALANCE, December 31, 2004 $ 713 $694,284 $(5,662) $ – $(420,653) $ 6 $ (4,187) $ 2,429 $266,930

Accompanying notes are integral to these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31, 2004, 2003 and 2002
( i n  t h o u s a n d s )

2 0 0 4 2 0 0 3 2 0 0 2

CASH FLOWS FROM OPERATING ACTIVITIES

Net income $ 41,880 $ 25,937 $ 1,891
Adjustments to reconcile net income to net cash provided by operating activities:

(Gain)/loss on discontinued operation (1,195) 976 12,532
Depreciation 26,372 23,575 21,526
Debt conversion costs 17,027 – –
Amortization 8,891 6,746 10,876
Amortization of deferred financing costs 659 – –
Loss/(gain) on sale of marketable securities, available for sale 16 (1,600) (930)
Gain on repurchase of bonds – (41) –
Non-cash legal settlements and related expenses, net – – 1,310
Deferred income taxes 10,095 (1,638) 2,516
Restructuring costs, net (3,974) 6,368 (1,074)
Payments for discontinued operations (2,081) – –
Equity based compensation 3,568 2,921 1,871
Asset impairments – – 3,202
Loss on disposal of assets 118 – –
Gain on note receivable and other liabilities (10,968) – –
Changes in assets and liabilities, net of effect of acquisitions:

Accounts receivable, net (1,761) (1,875) (2,365)
Prepaid expenses and other 2,738 2,868 3,605
Accounts payable and accrued expenses (8,890) (4,403) (17,716)

Total adjustments 40,615 33,897 35,353
Net cash provided by operating activities from continuing operations 82,495 59,834 37,244
Net cash used in operating activities from discontinued operations – – (5,804)

Net cash provided by operating activities 82,495 59,834 31,440

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditures (24,783) (18,455) (13,760)
Proceeds from sale of discontinued operation – – 7,248
Sale of marketable securities 1,835 2,942 1,038
Purchase of marketable securities (1,663) (1,580) –
Proceeds received on note receivable 11,720 800 –
Purchase of notes receivable – (2,227) –
Business acquisitions (98,227) (23,340) (701)
Net cash used in investing activities from continuing operations (111,118) (41,860) (6,175)
Net cash used in investing activities from discontinued operations – – (155)

Net cash used in investing activities (111,118) (41,860) (6,330)

CASH FLOWS FROM FINANCING ACTIVITIES

Principal payments under borrowing arrangements (15,000) (174,916) (3,587)
Proceeds from long term borrowing arrangements 62,993 97,671 4,000
Make whole interest payment - convertible notes (16,255) – –
Purchase of treasury stock, at cost (12,811) (627) (6,618)
Exercise of stock options 11,554 15,299 294
Net cash provided by (used in) financing activities from continuing operations 30,481 (62,573) (5,911)
Net cash used in financing activities from discontinued operations – – (1,086)

Net cash provided by (used in) financing activities 30,481 (62,573) (6,997)
Effect of exchange rate changes on cash and equivalents 78 (232) 2,641
NET INCREASE (DECREASE) IN CASH AND EQUIVALENTS 1,936 (44,831) 20,754
CASH AND EQUIVALENTS, beginning of period 23,946 68,777 48,023
CASH AND EQUIVALENTS, end of period $ 25,882 $ 23,946 $ 68,777

Accompanying notes are integral to these consolidated financial statements.
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NOTE  1 . THE  COMPANY AND I TS  BUS INESS

Premiere Global Services, Inc., a Georgia corporation, is a global

outsource provider of business communications services and

business process solutions. Our reportable segments align into

two business segments based on service offering. Our Data

Communications segment (formerly known as Xpedite) offers a

comprehensive suite of data communications services and business

process solutions for the delivery of our customers’ business critical,

time sensitive information. Our Conferencing & Collaboration

segment (formerly known as Premiere Conferencing) offers a 

full suite of traditional and VoIP-based audio conferencing and

Web-based data collaboration services.

NOTE 2 . S IGN I F ICANT  ACCOUNT ING POL IC I ES

Accoun t i ng  Es t ima tes
Preparation of financial statements in conformity with accounting

principles generally accepted in the U.S. requires management to

make estimates and assumptions that affect the reported amounts

of assets and liabilities and disclosures of contingent assets and

liabilities at the date of the financial statements and reported

amounts of revenues and expenses during the reporting period.

Financial statement line items that include significant estimates

consist of goodwill, net intangibles, net restructuring costs, tax

accounts, certain accrued liabilities and the allowance for uncol-

lectible accounts receivable. Changes in the facts or circumstances

underlying these estimates could result in material changes and

actual results could differ from those estimates. These changes in

estimates are recognized in the period they are realized.

Pr i n c ip l es  o f  Conso l i da t i on
The financial statements include our accounts consolidated with

our wholly-owned subsidiaries. All significant intercompany

accounts and transactions have been eliminated in consolidation.

Cash  and  Equ i va l en t s
Cash and equivalents include cash on hand and highly liquid

investments with a maturity at date of purchase of three months 

or less.

Marke tab l e  Secu r i t i e s ,  Ava i l ab l e  f o r  Sa l e
We follow Financial Accounting Standards Board (FASB) Statement

of Financial Accounting Standards (SFAS) No. 115, “Accounting for

Certain Investments in Debt and Equity Securities” (SFAS No. 115).

SFAS No. 115 mandates that a determination be made of the appro-

priate classification for equity securities with a readily determinable

fair value and all debt securities at the time of purchase and a

re-evaluation of such designation as of each balance sheet date. At

December 31, 2004 and 2003, investments consisted primarily of

common stock. We consider all such investments as “available for

sale.” Common stock investments are carried at fair value based

on quoted market prices. Unrealized holding gains and losses, net

of the related income tax effect are excluded from earnings and

are reported as a separate component of shareholders’ equity until

realized. Realized gains and losses are included in earnings and are

derived using the specific identification method for determining

the cost of the securities sold.

Accoun t s  Rece i vab l e
Included in accounts receivable at December 31, 2004 and 2003

was earned but unbilled revenue of approximately $2.8 million

and $2.1 million, respectively at Conferencing & Collaboration,

which results from weekly cycle billing that was implemented

during the third quarter of 2002. Earned but unbilled revenue 

is billed within 30 days. Bad debt expense was approximately 

$1.2 million, $2.7 million and $5.1 million in 2004, 2003 and

2002, respectively. Write-offs against the allowance for doubtful

accounts were approximately $1.0 million, $5.5 million and 

$4.3 million in 2004, 2003 and 2002, respectively.

Prope r t y  and  Equ ipmen t
Property and equipment are recorded at cost. Depreciation is

provided under the straight-line method over the estimated

useful lives of the assets, commencing when the assets are placed

in service. The estimated useful lives are five to seven years for

furniture and fixtures, two to five years for software and three to

ten years for computer server, Internet and telecommunications

equipment. The cost of installed equipment includes expenditures

for installation. Assets recorded under capital leases and leasehold

improvements are depreciated over the shorter of their useful

lives or the term of the related lease.

Resea rch  and  Deve lopmen t
We incur research and development costs primarily related to

developing enhancements and new service features and are

expensed as incurred.

So f twa re  Deve lopmen t  Cos t s
Pursuant to the American Institute of Certified Public Accountants

Statement of Position (SOP) 98-1, “Accounting for the Costs of

Software Developed or Obtained for Internal Use,” costs incurred

to develop significant enhancements to software features to be

sold as part of services offerings and costs incurred to implement

a new billing system at Conferencing & Collaboration and Data

Communications are being capitalized. For the years ended

December 31, 2004, 2003 and 2002, we have capitalized approxi-

mately $4.6 million, $3.1 million and $2.9 million, respectively,

related to these projects. These capitalized costs are being amortized

on a straight-line basis over the estimated life of the related soft-

ware, not to exceed three years. Depreciation expense recorded

for phases completed for the years ended December 31, 2004,

2003 and 2002 was approximately $2.3 million, $1.3 million and

$0.3 million, respectively.
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Goodw i l l
Goodwill represents the excess of the cost of businesses acquired

over fair value of net identifiable assets at the date of acquisition

and has historically been amortized using the straight-line method

over various lives up to seven years. Goodwill is subject to a periodic

impairment assessment by applying a fair value based test based

upon a two-step method. The first step is to identify potential

goodwill impairment by comparing the estimated fair value of the

business segments to their carrying amounts. The second step

measures the amount of the impairment based upon a comparison

of “implied fair value” of goodwill with its carrying amount. We have

adopted January 1st as our valuation date and have evaluated these

assets as of January 1, 2003, 2004 and 2005, and no impairment

was identified.

Va lua t i on  o f  Long -L i ved  Asse t s
We evaluate the carrying values of long-lived assets when significant

adverse changes in the economic value of these assets require an

analysis, including property and equipment and other intangible

assets. Effective in January 2002, with the adoption of SFAS No. 144,

“Accounting for the Impairment or Disposal of Long-Lived Assets”

(SFAS No. 144), a long-lived asset is considered impaired when

its fair value is less than its carrying value. In that event, a loss is

calculated based on the amount the carrying value exceeds the future

cash flows, as calculated under the best-estimate approach, of

such asset. Prior to adopting SFAS No. 144, a long-lived asset was

considered impaired when undiscounted cash flows or fair value,

whichever was more readily determinable, to be realized from such

asset was less than its carrying value. In that event, a loss was

determined based on the amount the carrying value exceeded the

discounted cash flows or fair value of such asset. We believe that

long-lived assets in the accompanying consolidated balance sheets

are appropriately valued. See Note 10 – “Asset Impairments.”

Equ i t y  Based  Compensa t i on  P l ans
We account for stock based compensation using the intrinsic value

method prescribed in Accounting Principles Board Opinion (APB)

No. 25, “Accounting for Stock Issued to Employees,” and related

Interpretations. Accordingly, no compensation expense has been

recognized for awards (other than restricted share awards, non-

employee grants and variable and accelerated awards) issued

under our stock-based compensation plans where the exercise

price of such award is equal to the market price of the underlying

common stock at the date of grant. We provide the additional

disclosures required under SFAS No. 123, “Accounting for Stock

Based Compensation” (SFAS No. 123), as amended by SFAS 

No. 148, “Accounting for Stock Based Compensation – Transition

and Disclosure.”

We have adopted the disclosure only provision of SFAS No. 123.

Had compensation expense for our stock option grants described

above been determined based on the fair value at the grant date

for awards in 2004, 2003 and 2002, consistent with the provi-

sions of SFAS No. 123, our net income and net income (loss) per

share would have been adjusted to the pro forma amounts indi-

cated below for the years ended December 31 (in thousands,

except per share data):

2 0 0 4 2 0 0 3 2 0 0 2

Net income:

As reported $41,880 $25,937 $ 1,891
Add: stock-based employee 

compensation expense included 

in reporting net income, 

net of related tax effect 2,191 1,760 1,143
Deduct: total stock-based 

compensation expense 

determined under fair value 

based method for all awards, 

net of related tax effects (4,476) (3,695) (4,642)

Pro forma net income (loss) for 

calculating basic net income 

(loss) per share $39,595 $24,002 $(1,608)

Basic net income (loss) per share:

As reported $ 0.65 $ 0.48 $ 0.04
Pro forma $ 0.62 $ 0.45 $ (0.03)
Pro forma net income (loss) 

for calculating basic net

income (loss) per share $39,595 $24,002 $(1,608)
Adjustment for assumed 

conversion of 2008

Convertible Notes, net of tax 1,386 973 –
Pro forma net income (loss)

for calculating diluted net

income (loss) per share $40,981 $24,975 $(1,608)

Diluted net income (loss) 

per share:

As reported $ 0.60 $ 0.44 $ 0.03
Pro forma $ 0.57 $ 0.41 $ (0.03)

Significant assumptions used in the Black-Scholes option pricing

model computations are as follows:

2 0 0 4 2 0 0 3 2 0 0 2

Risk-free interest rate 3.1% 3.1% 3.95%
Dividend yield 0% 0% 0%
Volatility factor 63% 62% 76%
Weighted average

expected life 3.74 years 3.74 years 3.95 years

The pro forma amounts reflect options granted since January 1,

1996. Pro forma compensation cost may not be representative 

of that expected in future years.

Revenue  Recogn i t i on
We recognize revenues when persuasive evidence of an arrangement

exists, services have been rendered, the price to the buyer is fixed

or determinable and collectibility is reasonably assured. Revenues

consist of fixed monthly fees and usage fees generally based on per

minute or transaction rates. Unbilled revenue consists of earned

but unbilled revenue which results from the weekly billing cycle

that was implemented at the Conferencing & Collaboration busi-

ness segment during the third quarter of 2002. Deferred revenue

consists of payments made by customers in advance of the time
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services are rendered. Our revenue recognition policies are

consistent with the guidance in Staff Accounting Bulletin (SAB)

No. 101, “Revenue Recognition in Financial Statements,” as

amended by SAB 101A, 101B and SAB 104.

In come Taxes
The provision for income taxes and corresponding balance sheet

accounts are determined in accordance with SFAS No. 109,

“Accounting for Income Taxes” (SFAS 109). Under SFAS 109, the

deferred tax liabilities and assets are determined based on

temporary differences between the basis of certain assets and

liabilities for income tax and financial reporting purposes, in

addition to net operating loss carryforwards which are reasonably

assured of being utilized. These differences are primarily attrib-

utable to differences in the recognition of depreciation and

amortization of property, equipment and intangible assets,

allowances for doubtful accounts and certain employee benefit

accruals. Deferred tax assets and liabilities are measured by

applying enacted statutory tax rates applicable to future years 

in which the deferred tax assets or liabilities are expected to be

settled or realized. Valuation allowances are established when

necessary to reduce deferred tax assets to the amount expected 

to be realized.

During the third quarter of 2003 and 2004, we reviewed our

provision for uncertain tax matters associated with our former

PTEK Ventures business segment. The results of these reviews

indicated it was appropriate to reduce certain provisions by

approximately $3.3 million and $9.0 million for 2004 and 2003,

respectively. We do not expect any future adjustments for uncertain

tax matters associated with our former PTEK Ventures business

segment. In addition, during the third quarter of 2003, we utilized

certain tax planning strategies to reduce taxes and additional

exposures were identified associated with revenue agent exami-

nations. The net effect of these tax strategies and additional

exposures was a benefit of approximately $0.2 million. We believe

we have appropriately accrued for tax exposures.

We recorded provisions for certain asserted international and state

income tax contingencies based on the likelihood of obligation,

when needed, in accordance with SFAS No. 5, “Accounting for

Contingencies” (SFAS No. 5). As of December 31, 2004, we had

approximately $4.0 million accrued for this potential exposure

comprised of income taxes, penalties and interest. This amount is

classified as Income Taxes Payable on the face of the consolidated

balance sheet. In the normal course of business, we are subject to

challenges from U.S. and non-U.S. tax authorities regarding the

amount of taxes due. These challenges may result in adjustments

of the timing or amount of taxable income or deductions or the

allocation of income among tax jurisdictions. Further, during the

ordinary course of business, other changing facts and circumstances

may impact our ability to utilize income tax benefits as well as the

estimated taxes to be paid in future periods. We believe we are

appropriately accrued for income tax exposures. In the event that

actual results differ from these estimates, we may need to adjust

income tax accounts which could materially impact our financial

condition and results of operations.

Bas i c  and  D i l u t ed  In come ( Loss )  pe r  Sha re
Basic earnings per share is computed by dividing net income (loss)

available to common shareholders by the weighted-average number

of common shares outstanding during the period. The weighted-

average number of common shares outstanding does not include

any potentially dilutive securities or any unvested restricted shares

of common stock. These unvested restricted shares, although

classified as issued and outstanding at December 31, 2004 and

2003, are considered contingently returnable until the restrictions

lapse and will not be included in the basic net income (loss) per

share calculation until the shares are vested.

Diluted net income per share gives effect to all potentially dilutive

securities. Our convertible subordinated notes, outstanding

warrants, unvested restricted shares and stock options are poten-

tially dilutive securities during the years ended December 31,

2004, 2003 and 2002. In August 2003, we issued $85.0 million 

of 5% convertible subordinated notes due 2008. All of our 2008

convertible notes were called for redemption in May 2004 and

converted into our common stock prior to the redemption date 

in June 2004 at a conversion price of approximately $6.6944 per

share or approximately 12.7 million shares. Prior to the conversion

on June 14, 2004, the conversion price was less than the market

value of our common stock. As a result, the net income available

to common shareholders is adjusted for the interest expense of

approximately $1.4 million up to the conversion date of our 2008

convertible notes for the year ended December 31, 2004, net of

tax, and the weighted-average shares outstanding are adjusted 

for the dilutive effect of our 2008 convertible notes on the same

pro-rata basis. The difference between basic and diluted weighted-

average shares outstanding was the dilutive effect of stock options,

warrants, our 2008 convertible notes and the unvested restricted

shares, computed as follows:

Years Ended December 31,

2 0 0 4 2 0 0 3 2 0 0 2

Total weighted-average 

shares outstanding 

– Basic 64,086,494 53,766,721 53,550,029
Add common 

stock equivalents:

Stock options 1,506,717 1,731,973 1,633,347
Warrants 10,051 – –
2008 convertible 

notes 5,724,139 4,892,661 –
Unvested restricted 

shares 952,967 909,918 1,078,909
Total weighted-average 

shares outstanding 

– Diluted 72,280,368 61,301,273 56,262,285

Fo re ign  Cu r rency  Trans l a t i on
The assets and liabilities of subsidiaries domiciled outside the

U.S. are translated at rates of exchange existing at the balance

sheet date. Revenues and expenses are translated at average rates

of exchange prevailing during the year. The resulting translation

adjustments are recorded in the “Cumulative translation 

adjustment” component of shareholders’ equity. In addition,
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intercompany loans with foreign subsidiaries generally are

considered to be permanently invested for the foreseeable future.

Therefore, all foreign exchange gains and losses related to these

balances are recorded in the cumulative translation account on

the balance sheet.

Treasu r y  Sto ck
Treasury stock transactions are recorded at cost. In 2004, we

purchased and retired 1.5 million shares of our common stock under

our stock repurchase program for approximately $12.8 million.

During the second quarter of 2003, at the directive of executive

management, we cancelled all shares of outstanding treasury stock.

Othe r  Comprehens i ve  In come ( Loss )
Other comprehensive income (loss) represents the change in

equity of a business during a period, except for investments by

owners and distributions to owners. Cumulative translation

adjustments and unrealized gains on available-for-sale marketable

securities represent components of other comprehensive income

(loss) at December 31, 2004 and 2003. For the years ended

December 31, 2004, 2003 and 2002, total other comprehensive

income was approximately $44.9 million, $27.9 million and 

$4.4 million, respectively. Accumulated other comprehensive

loss was $346.6 million at December 31, 2004.

New Accoun t i ng  Pronouncemen ts
In December 2004, the FASB issued a revision to SFAS 123,

“Share-Based Payment” (SFAS No. 123R), that amends existing

accounting pronouncements for share-based payment transac-

tions in which an enterprise receives employee and certain

non-employee services in exchange for equity instruments of 

the enterprise or liabilities that are based on the fair value of the

enterprise’s equity instruments or that may be settled by the issuance

of such equity instruments. SFAS No. 123R eliminates the ability

to account for share-based compensation transactions using

APB 25 and generally requires such transactions be accounted

for using a fair-value-based method. SFAS No. 123R’s effective

date would be applicable for awards that are granted, modified,

become vested, or settled in cash in interim or annual periods

beginning after June 15, 2005. SFAS No. 123R includes three tran-

sition methods: one that provides for prospective application and

two that provide for retrospective application. We intend to adopt

SFAS No. 123R prospectively commencing in the third quarter of

the fiscal year ending December 31, 2005. We expect that the

adoption of SFAS No. 123R will cause us to record, as expense each

quarter, a non-cash accounting charge approximating the fair value

of such share-based compensation meeting the criteria outlined in

the provisions of SFAS No. 123R. As of December 31, 2004, we have

approximately 2.1 million granted stock options and 0.5 million

granted restricted shares outstanding which had not yet become

vested. There are two acceptable methods of valuing options under

the revision, the Black-Scholes method and the binomial method.

We are currently assessing the impact of adoption of SFAS No. 123R

on our 2005 financial results using these two acceptable methods

of valuing these options and the ability to discount the fair value of

unvested restricted shares.

In December 2004, the FASB issued FASB Staff Position 109-1

(FSP 109-1) and 109-2 (FSP 109-2). FSP 109-1 provides guidance

on the application of SFAS No. 109, “Accounting for Income Taxes,”

with regard to the tax deduction on qualified production activities

provision within H.R. 4520, “The American Jobs Creation Act of

2004” that was enacted on October 22, 2004. FSP 109-2 provides

guidance on a special one-time dividends received deduction on the

repatriation of certain foreign earnings to qualifying U.S. taxpayers.

This act contains numerous provisions related to corporate and

international taxation. In FSP 109-2, the Financial Accounting

Standards Board acknowledged that, due to the proximity of this

act’s enactment date to many companies’ year-ends and the fact

that numerous provisions within this act are complex and pending

further regulatory guidance, many companies may not be in a posi-

tion to assess the impacts of this act on their plans for repatriation

or reinvestment of foreign earnings. Therefore, the FSP provided

companies with a practical exception to the permanent reinvestment

standards of SFAS No. 109 and APB No. 23 by providing additional

time to determine the amount of earnings, if any, that they intend

to repatriate under this act’s provisions. We are not yet in a position

to decide whether, and to what extent, we might repatriate foreign

earnings to the U.S. Therefore, under the guidance provided in

FSP 109-2, no deferred tax liability has been recorded in connection

with the repatriation provisions of this act. We are currently analyz-

ing the impact of the temporary dividends received deduction

provisions contained in this act.

In November 2004, the FASB issued SFAS No. 151, “Inventory Costs

an amendment of ARB No. 43, Chapter 4.” SFAS No. 151 clarifies

that abnormal amounts of idle facility expense, freight, handling

costs and wasted materials (or spoilage) should be recognized 

as current-period charges and requires the allocation of fixed

production overheads to inventory based on the normal capacity

of the production facilities. SFAS No. 151 is effective for fiscal

years beginning after June 15, 2005. We do not expect the adoption

of SFAS No. 151 to have any effect on our consolidated financial

position or results of operations.

In December 2003, the FASB issued a revision to FASB Interpretation

No. 46, “Consolidation of Variable Interest Entities” (FIN 46-R).

FIN 46 is an Interpretation of Accounting Research Bulletin 51,

“Consolidated Financial Statements” and addresses consolidation

by business enterprises of variable interest entities (VIEs) that

possess certain characteristics. The revision clarifies the definition

in the original release that potentially could have classified any

business as a VIE. The revision also delays the effective date of 

the Interpretation from the first reporting period following

December 15, 2003 to the first reporting period ending after

March 15, 2004. The revision was effective for us in the first quarter

of fiscal 2004. We have not identified any VIEs and, accordingly,

the application of this Interpretation did not have an effect on our

results of operations or financial position.

In May 2003, the FASB issued SFAS No. 150, “Accounting for Certain

Financial Instruments with Characteristics of Both Liabilities and

Equity,” which establishes standards for how an issuer classifies

and measures certain financial instruments with characteristics

of both liabilities and equity. SFAS No. 150 is effective for financial

instruments entered into or modified after May 31, 2003, and

otherwise is effective at the beginning of the first interim period
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beginning after June 15, 2003. The adoption of SFAS No. 150 had no

impact on our results of operations or financial position because

we did not have any financial instruments with characteristics of

both liabilities and equity as of December 31, 2004.

Rec l ass i f i c a t i ons
Certain prior year amounts in our consolidated financial statements

have been reclassified to conform to the 2004 presentation.

Specifically in 2004, Data Communications’ customer service

costs were reclassified from general and administrative expense

to cost of revenues in the consolidated statement of operations

after a management review of the functional operating costs

where they determined cost of revenues to be a more appropriate

classification for these expenses as well as more consistent with

the historical practices of Conferencing & Collaboration. As a

result, approximately $12.0 million and $10.3 million of costs

were reclassified for the years ended December 31, 2003 and

2002, respectively.

NOTE  3 . CESSAT ION OF  SFAS  NO .  142  AMORT IZAT ION

Effective January 1, 2002, we adopted SFAS No. 142. It requires

that goodwill and certain intangible assets will no longer be subject

to amortization, but instead will be subject to a periodic impairment

assessment by applying a fair value based test based upon a two-step

method. The first step is to identify potential goodwill impairment

by comparing the estimated fair value of the reporting units to their

carrying amounts. The second step measures the amount of the

impairment based upon a comparison of “implied fair value” 

of goodwill with its carrying value. The balance of goodwill was

$192.1 million and $123.1 million as of December 31, 2004 and 

2003, respectively.

NOTE  4 . RESTRUCTUR ING COSTS

Consolidated restructuring costs for the years ended December 31, 2004, 2003 and 2002 are as follows (in thousands):

A c c r u e d 2 0 0 2 A c c r u e d 2 0 0 3

C o s t s  a t C h a r g e  t o C o s t s  a t C h a r g e  t o

D e c e m b e r  3 1 , C o n t i n u i n g Pa y m e n t s D e c e m b e r  3 1 , C o n t i n u i n g No n  C a s h  

C o n s o l i d a t e d 2 0 0 1 O p e r a t i o n s In c u r r e d 2 0 0 2 O p e r a t i o n s C o s t s

Accrued restructuring costs:

Severance and exit costs $2,668 $1,561 $(2,833) $1,396 $ 4,966 $ –
Contractual obligations 888 – (668) 220 5,891 –
Other 172 273 (163) 282 90 (206)

Total restructuring costs $3,728 $1,834 $(3,664) $1,898 $10,947 $ (206)

A c c r u e d A c c r u e d

R e v e r s a l C o s t s  a t C o s t s  a t

of  A c c r u e d Pa y m e n t s D e c e m b e r  3 1 , Pa y m e n t s D e c e m b e r  3 1 ,

C o n s o l i d a t e d C o s t s In c u r r e d 2 0 0 3 In c u r r e d 2 0 0 4

Accrued restructuring costs:

Severance and exit costs $ (52) $ (3,127) $ 3,183 $ (3,069) $ 114
Contractual obligations (201) (352) 5,558 (882) 4,676 
Other (76) (90) – – –

Total restructuring costs $ (329) $(3,569) $8,741 $ (3,951) $4,790
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G r o s s G r o s s

Un r e a l i z e d R e a l i z e d

G a i n s Fa i r P r o c e e d s  G a i n s

C o s t ( L o s s e s ) Va l u e Fr o m  S a l e ( L o s s e s )

2004

Various equity securities $ 1,663 $ 10 $576 $1,835 $ (16)

2003

Easylink $ 1,148 $ – $ – $ 2,119 $ 971
WebMD 194 – – 823 629
Other equity securities 754 (179) 575 – –

$2,096 $(179) $575 $2,942 $1,600

2002

WebMD $ 194 $ 447 $641 $1,038 $ 930

Realignment of Workforce – 2003
During the third and fourth quarters of 2003, we executed a plan to

reduce annual operating expenses through a reduction in personnel

costs related to our operations, sales and administration and the

abandonment of certain facilities deemed to have no future economic

benefit to us, net of estimated sublease payments. The plan 

eliminated, through a reduction in workforce of, approximately

135 employees across both business segments and at Corporate.

On a business segment basis, Data Communications recorded a

charge of approximately $9.3 million, comprised of severance and

exit costs of approximately $3.7 million and contractual lease

obligations of approximately $5.6 million, including estimated

sublease income of $3.1 million. During 2004 and 2003, Data

Communications paid approximately $2.1 million and $1.5 million,

respectively, related to severance and exit costs and $0.7 million and

$0.3 million, respectively, in contractual obligations. A majority of

the contractual obligations relate to a Data Communications real

property lease which expires in 2016, and, as such, approximately

$3.7 million of this liability has been classified in long-term accrued

expenses on the balance sheet at December 31, 2004. The remaining

restructuring reserve was approximately $4.8 million at December 31,

2004, which is expected to be paid at approximately $0.4 million

per year through the expiration of the lease term 2016. Conferencing

& Collaboration recorded a charge of approximately $1.0 million,

including approximately $0.6 million in severance and exits costs

and approximately $0.4 million in contract termination and other

associated costs. During 2004, Conferencing & Collaboration paid

the remaining balance of approximately $0.2 million related to

severance obligations and contract termination costs. During 2003,

Conferencing & Collaboration paid approximately $0.8 million

related to severance obligations. Corporate recorded a charge of

approximately $0.7 million relating to severance obligations due to

our former chief legal officer of which $0.5 million and $0.2 million

had been paid during the 12-months ended December 31, 2004,

and 2003, respectively. Conferencing & Collaboration and Corporate

paid the remaining restructuring costs during the year ended

December 31, 2004 and do not expect any further payments related

to these costs.

Realignment of Workforce – Fourth Quarter 2002
In the fourth quarter of 2002, Data Communications and Corporate

terminated employees pursuant to a plan to reduce headcount and

sales and administration costs. The plan called for the reduction

of 54 and five employees at Data Communications and Corporate,

respectively. The combined costs associated with the restructuring

plan total are $1.5 million, of which $0.4 million, $0.7 million and

$0.3 million was paid in 2004, 2003 and 2002, respectively. The

remaining balance of $0.1 million will be paid in 2005. Virtually

all costs will be paid in cash. This restructuring plan will eliminate

approximately $1.4 million and $0.6 million in annual costs at Data

Communications and Corporate, respectively. Also, in the fourth

quarter of 2002, Data Communications decided to exit the voice

messaging business in Australia due to declining revenue and the

need to make substantial capital investments. The costs associated

with exiting this business of $0.3 million are primarily non-cash

and represent the loss on disposal of the voice messaging assets.

NOTE 5 . MARKETABLE SECURIT IES ,  AVAILABLE FOR SALE

Marketable securities, available for sale at December 31, 2004 and

2003 are principally common stock investments carried at fair value

based on quoted market prices.

The cost, gross unrealized gains (losses), fair value, proceeds from

sale and realized gains and losses are as follows for the years ended

December 31, 2004, 2003 and 2002 (in thousands):
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During 2004, we bought and sold securities of various companies

in the same industry as Data Communications and Conferencing &

Collaboration for aggregate proceeds of $1.8 million and realized

losses of $16,000.

During 2003, we sold all of our 75,000 remaining shares of our

investment in WebMD for aggregate proceeds less commissions of

$0.8 million and realized gains of approximately $0.6 million. In

addition, we sold all of our investment in 1,423,980 shares of Class A

common stock of EasyLink which was obtained as part of the settle-

ment agreement with AT&T and EasyLink for aggregate proceeds

less commissions of $2.1 million and realized gains of approximately

$1.0 million.

During 2002, we sold 133,857 shares of our investment in WebMD for

aggregate proceeds less commissions of approximately $1.0 million

and realized gains of approximately $0.9 million. At December 31,

2002, we held 75,000 shares of WebMD.

NOTE 6. INVESTMENTS

In October 2003, we paid AT&T approximately $1.9 million in cash

and issued to AT&T a seven-year warrant to purchase 250,000 shares

of our common stock at $9.36 per share in exchange for a secured

promissory note issued by EasyLink in the original principal amount

of $10.0 million and 1,423,980 shares of EasyLink’s Class A common

stock, as well as costs associated with the investment. The warrant

was recorded at its fair market value under the Black-Scholes

method. The parties modified the payment terms of the EasyLink

note at the time of transfer. The EasyLink note issued in favor of

AT&T was payable in 13 quarterly installments commencing in

June 2003 and accrued interest at a rate of 12%. Under the amended

payment schedule, we were entitled to receive aggregate payments of

approximately $13.8 million, consisting of ten quarterly payments

of $0.8 million which commenced December 1, 2003, and a

balloon payment of approximately $5.8 million on June 1, 2006.

The fifth quarterly payment of $0.8 million was received during the

three months ended December 31, 2004. We recorded gains of

$2.0 million for the twelve months ended December 31, 2004 as 

a result of payments received in excess of the original estimated

carrying value of the note receivable of $1.9 million which are

recorded as “Other, net” in our consolidated statement of opera-

tions. During the fourth quarter of 2004, EasyLink re-financed

our note receivable with funding from a third party and therefore

pre-paid the remaining amounts due of approximately $8.5 million.

Accordingly, we recorded a pre-payment gain of approximately

$8.5 million as we did not have any remaining carrying value

recorded. Prior to the pre-payment of this note receivable, manage-

ment determined that we were not able to reasonably estimate the

future cash payments to be received on the note due to the financial

condition of EasyLink. The EasyLink note was accounted for in

accordance with AICPA Statement of Position 03-03, “Accounting

for Certain Loans or Debt Securities Acquired in a Transfer.” The

carrying value of this note at December 31, 2004 and December 31,

2003 was $0.0 million and $1.5 million, respectively.

NOTE 7 . ACQU IS IT IONS AND D ISPOS IT IONS

We acquire companies that increase our market share and bring us

additional customers, technology and sales personnel. All revenues

and related costs from these transactions have been included in our

consolidated financial statements since the effective date of each

acquisition. We expect approximately $35.0 million of goodwill from

the 2004 acquisitions to be deductible for tax purposes.

Conferencing & Collaboration
In November 2004, Conferencing & Collaboration acquired the

outstanding stock of CCS, a U.S.-based provider of audio and

Web-conferencing services. We paid $15.0 million in cash at closing

and expect to pay $1.2 million in non-compete fees, transaction

fees and closing costs. We funded the purchase through our line of

credit. We followed SFAS No. 141 and approximately $1.4 million

of the aggregate purchase price has been allocated to acquired work-

ing capital, $2.1 million has been allocated to acquired fixed assets,

$1.5 million has been allocated to severance and lease termination

costs and certain other acquisition liabilities, $1.0 million has been

allocated to a non-compete agreement which is being amortized

over a five-year contractual term and $3.0 million has been allocated

to identifiable customer lists which are being amortized over a

five-year useful life. In addition, $1.5 million has been allocated to

long-term deferred tax liabilities to record the step up in basis for

the non-compete and customer lists. The residual $11.7 million of

the aggregate purchase price has been allocated to goodwill which

is subject to a periodic impairment assessment in accordance with

SFAS 142.

In September 2004, Conferencing & Collaboration acquired

substantially all of the assets and assumed certain liabilities of

Connect-us, a U.S.-based provider of audio and Web-conferencing

services. We paid $9.0 million in cash at closing and $0.1 million in

transaction fees and closing costs. We funded the purchase through

our line of credit. We followed SFAS No. 141 and approximately

$0.5 million of the aggregate purchase price has been allocated to

acquired working capital, $0.7 million has been allocated to sever-

ance and lease termination costs and certain other acquisition

liabilities, $0.2 million has been allocated to acquired fixed assets,

$0.6 million has been allocated to a non-compete agreement which

is being amortized over a five-year contractual term and $2.5 million

has been allocated to identifiable customer lists which are being

amortized over a five-year useful life. The residual $6.0 million of

the aggregate purchase price has been allocated to goodwill which

is subject to a periodic impairment assessment in accordance with

SFAS No. 142.

In July 2004, Conferencing & Collaboration acquired substantially

all of the assets and assumed certain liabilities of the conference

calling services operating segment of ClearOne, a U.S.-based

provider of audio and Web-conferencing services, broadcast

messaging services and conference calling telephony equipment. We

paid $21.2 million in cash at closing and $0.3 million in transaction

fees and closing costs. We funded the purchase through our line of

credit. We followed SFAS No. 141 and approximately $1.1 million
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of the aggregate purchase price has been allocated to acquired

working capital, $0.5 million has been allocated to severance and

lease termination costs and certain other acquisition liabilities,

$3.1 million has been allocated to acquired fixed assets and 

$4.5 million has been allocated to identifiable customer lists which

are being amortized over a five-year useful life. The residual 

$13.3 million of the aggregate purchase price has been allocated 

to goodwill which is subject to a periodic impairment assessment

in accordance with SFAS No. 142.

In April 2004, Conferencing & Collaboration acquired substantially

all of the assets and assumed certain liabilities of RCI, a U.S.-based

provider of audio and Web-conferencing services and broadcast

messaging services. We paid $20.5 million in cash at closing and

$0.4 million in transaction fees and closing costs. We funded the

purchase through our line of credit. We followed SFAS No. 141 and

approximately $0.5 million of the aggregate purchase price has been

allocated to acquired working capital, $0.6 million has been allo-

cated to severance and lease termination costs and certain other

acquisition liabilities, $0.3 million has been allocated to acquired

fixed assets and $5.0 million has been allocated to identifiable

customer lists which are being amortized over a five-year useful

life. The residual $15.7 million of the aggregate purchase price has

been allocated to goodwill which is subject to a periodic impairment

assessment in accordance with SFAS 142.

In July 2003, Conferencing & Collaboration acquired substantially

all of the assets and assumed certain liabilities of Affinity, a reseller

of Conferencing & Collaboration services. We were required to

pay a minimum of approximately $0.3 million up to a maximum 

of approximately $0.5 million in cash purchase price over a one-year

earn-out period based on the achievement of specified revenue

targets. In July 2004, the earn-out targets were achieved, and the

purchase price was adjusted $0.2 million in accordance with SFAS

No. 141. We funded the purchase through existing working capital.

Data Communications
In November 2004, Data Communications acquired the outstanding

stock of I-Media and its affiliates, a facsimile and e-mail messaging

service provider in France and Spain. We paid approximately

$24.0 million in cash at closing and $1.2 million in transaction fees

and closing costs. We funded the purchase through our line of credit.

We followed SFAS No. 141 and approximately $5.9 million of the

aggregate purchase price has been allocated to acquired working

capital, $0.5 million has been allocated to acquired fixed assets,

$2.9 million has been allocated to severance and certain other acqui-

sition liabilities, $0.5 million has been allocated to a non-compete

agreement which is being amortized over a one-year period and

$4.0 million has been allocated to identifiable customer lists

which are being amortized over a five-year useful life. In addition, 

$1.4 million has been allocated to long term deferred tax liabilities

to record the step up in basis for the customer lists. The residual

$18.6 million of the aggregate purchase price has been allocated to

goodwill which is subject to a periodic impairment assessment in

accordance with SFAS No. 142.

In May 2004, Data Communications, through its local subsidiary,

acquired the outstanding stock of Unimontis and its affiliates, a

facsimile and e-mail messaging service provider in Switzerland and

Germany. We funded the purchase through existing working capital.

We paid $5.0 million in cash at closing and will pay an additional

$0.4 million associated with transaction fees, closing costs and

non-compete agreements. We followed SFAS No. 141 and approx-

imately $0.6 million of the aggregate purchase price has been

allocated to acquired working capital, $0.5 million has been allocated

to severance and lease termination costs and certain other acquisi-

tion liabilities, approximately $2.0 million has been allocated to

identifiable customer lists which are being amortized over a five-year

useful life and $0.2 million has been allocated to a non-compete

agreement which is being amortized over two years. The residual

$3.2 million has been allocated to goodwill which is subject to a

periodic impairment assessment in accordance with SFAS No. 142.

In February 2004, Data Communications acquired substantially all of

the assets and assumed certain liabilities of Adval Communications

and its affiliates, a U.S.-based facsimile and e-mail document deliv-

ery service provider, for a total purchase price of $1.5 million. We

paid $1.3 million in cash at closing and $0.2 million in transaction

fees and closing costs. We funded the purchase through existing

working capital. We followed SFAS No. 141 and approximately

$0.4 million of the aggregate purchase price has been allocated to

acquire working capital, and $1.1 million of the aggregate purchase

price has been allocated to identifiable customer lists which are

being amortized over a five-year useful life. 

In September 2003, Data Communications entered into an asset

purchase agreement with Captaris and its wholly-owned subsidiary

MediaTel, whereby we purchased substantially all of the assets and

assumed certain liabilities of MediaLinq, an outsource division of

Captaris operated by MediaTel. The aggregate purchase price for

MediaLinq was approximately $16.0 million, including $15.4 million

paid at closing, subject to a post-closing net working capital adjust-

ment, and approximately $0.6 million in estimated transaction

fees and closing costs. We funded the purchase through our existing

working capital. We followed SFAS No. 141 and approximately 

$2.5 million was allocated to acquired working capital and 

$2.1 million was allocated to acquired fixed assets. The remaining

balance was allocated to developed technology of approximately

$1.8 million and customer lists of approximately $9.2 million,

both of which have an estimated useful life of five years.

In April 2003, Data Communications and its local subsidiary

acquired substantially all of the assets and assumed certain liabil-

ities of Linkata Technologies, a Canadian company. We will pay a

minimum of approximately $0.4 million, up to a maximum of

approximately $0.8 million, in cash purchase price at the end of a

three-year earn-out period based on the achievement of specified

revenue targets. We funded the initial purchase price through exist-

ing working capital. The earn-out targets for 2004 were not achieved.

If any future earn-out targets are achieved, the purchase price will

be adjusted in accordance with SFAS No. 141.
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In January 2003, Data Communications acquired substantially all

of the assets and assumed certain liabilities related to the U.S.-based

e-mail and facsimile messaging business of C&W for a total purchase

price of $11.4 million. We paid $6.0 million in cash at closing,

$0.4 million in transaction fees and closing costs and were sched-

uled to pay $5.0 million in 16 equal quarterly installments

commencing with the quarter ended March 31, 2003, which was

secured by a letter of credit issued under the Company’s credit

facility. In September 2004, C&W’s successor in interest,

SAVVIS, accepted early payment of the remaining acquisition

payable owed at a discount, resulting in a gain which the

Company recorded in the third quarter income statement of

2004 of approximately $0.4 million. The letter of credit was

terminated and we were released from any further obligation

for the deferred purchase price. We funded the purchase through

existing working capital.

Unaudited Pro Forma Information
The following unaudited pro forma financial information gives

effect as if all 2004 acquisitions, which were deemed individually

immaterial but material in the aggregate under SFAS No. 141 (but

were not deemed significant individually or in the aggregate under

Regulation S-X), had been acquired at the beginning of fiscal 2003

and are estimated to be (in thousands):

Years Ended December 31,

2 0 0 4 2 0 0 3

Revenues $488,673 $440,669
Income (loss) from continuing operations 44,097 28,090
Basic income (loss) from continuing 

operations per share $ 0.69 $ 0.52
Adjusted income (loss) from 

continuing operations 45,483 29,063
Diluted income (loss) from 

continuing operations per share $ 0.63 $ 0.47
Net income (loss) 45,292 27,115
Basic net income (loss) per share $ 0.71 $ 0.50
Adjusted net income (loss) 46,678 28,088
Diluted net income (loss) per share $ 0.65 $ 0.46

The pro forma results include amortization of the acquired 

intangibles and the interest expense on the line of credit borrowing

used to fund these acquisitions as of January 1, 2003. The pro forma

information is provided for illustrative purposes only and is not

necessarily indicative of what actually would have occurred if the

acquisition had been completed as of the beginning of each fiscal

period presented, nor are they necessarily indicative of future

consolidated results.

Dis con t i nued  Ope ra t i ons
Consistent with our focus on increasing our market leadership,

we retained a financial advisor to assist in evaluating strategic

alternatives for portions of our business during 2001. As a 

result of that evaluation, we decided to pursue the separation of

Voicecom from our consolidated group. On March 26, 2002, we

sold substantially all the assets of the Voicecom business segment

to an affiliate of Gores Technology Group for a total purchase price

of approximately $22.4 million, comprised of cash and the assump-

tion of certain Voicecom liabilities. In accordance with SFAS 

No. 144, the transaction was accounted for as a discontinued oper-

ation in the first quarter of 2002. The Voicecom discontinued

operations included the loss from operations through the closing

date and the loss on disposal. The revenues were $15.8 million and

pre-tax loss of $5.8 million for the Voicecom business segment

for the year ended December 31, 2002.

During 2004, we changed the estimated liability for certain lease

obligations associated with the discontinued operations of our

former Voicecom reportable segment. This change in estimate is

attributable to certain sublease arrangements that we anticipate

entering into with regard to former Voicecom facilities and, as a

result, we recorded a gain on discontinued operations of $1.2 million,

net of taxes.

During 2003, an arbitrator issued his ruling relating to franchise

disputes brought by Digital, a former franchisee of the Voicecom

business segment. The arbitrator found that the Digital franchise

was constructively terminated in December 2001 and that the fran-

chise value was approximately $1.0 million. The arbitrator rejected

other pending claims, except a $15,000 award to the franchisor for

equipment that was ordered and used by the franchisee for which

no payment was made. This settlement amount and related legal

fees of approximately $0.5 million have been included in the

discontinued operations line in the income statement. See Note 18 –

“Commitments and Contingencies.”

During 2002, we assessed the Voicecom liabilities that were retained

at the time of the sale and determined, based upon the activity in

these accounts and the passage of time, that certain of these liabili-

ties were no longer required. Thus, in the fourth quarter of 2002,

an adjustment was made to these estimates reducing the loss on

discontinued operations of approximately $2.9 million, net of taxes.
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NOTE  8 . PROPERTY AND EQU IPMENT

Property and equipment at December 31, 2004 and 2003 is as

follows (in thousands):

2 0 0 4 2 0 0 3

Computer and 

telecommunications equipment $159,577 $132,262
Furniture and fixtures 23,280 21,787
Office equipment 10,236 9,887
Leasehold improvements 16,301 15,864
Capitalized software 11,854 6,088
Construction in progress 4,224 204
Building 2,624 2,308

228,096 188,400
Less accumulated depreciation 154,046 124,837
Property and equipment, net $ 74,050 $ 63,563

Assets under capital leases included in property and equipment at

December 31, 2004 and 2003 are as follows (in thousands):

2 0 0 4 2 0 0 3

Computer and 

telecommunications equipment $190 $ –
Less accumulated depreciation (6) –
Property and equipment, net $184 $ –

NOTE  9 . GOODWILL AND INTANG IBLE  ASSETS

Goodwill and intangible assets consist of the following amounts

for December 31, 2004 and 2003 (in thousands):

2 0 0 4 2 0 0 3

Goodwill $192,147 $123,066

Customer lists $ 95,591 $ 72,961
Non-compete agreements 2,299 –
Developed technology 36,086 36,086

$133,976 $109,047
Less accumulated amortization 93,386 84,494

$ 40,590 $ 24,553

Goodwill and intangible assets by reportable business segment at

December 31, 2004 and 2003 (in thousands):

Conferencing & Data

Collaboration Communications Total

Goodwill 

carrying value at 

December 31, 2003 $25,523 $ 97,543 $123,066
Additions 46,697 22,384 69,081
Goodwill 

carrying value at 

December 31, 2004 $72,220 $119,927 $ 192,147

Conferencing & Data

Collaboration Communications Total

Intangibles 

carrying value at 

December 31, 2003 $ 252 $24,301 $24,553
Additions 17,006 7,922 24,928
Amortization (1,634) (7,257) (8,891)
Intangibles 

carrying value at 

December 31, 2004 $15,624 $24,966 $40,590

Intangible assets are amortized on a straight-line basis with an

estimated useful life between three and five years. Amortization

expense for the intangible assets above is expected to be approxi-

mately $12.0 million in 2005, $9.6 million in both 2006 and 2007,

$6.6 million in 2008, and $2.8 million in 2009.

NOTE 10 . ASSET  IMPA IRMENTS

During the fourth quarter of 2002, we assessed the carrying value of

the customer lists at Data Communications pursuant to SFAS No. 144

because Data Communications experienced a decline in revenue in

Asia Pacific with regard to their real-time fax business previously

acquired. Using the best estimate approach, the fair value of certain

customer lists associated with the markets experiencing the decline

were determined to be less than the carrying value at December 31,

2002, resulting in a $3.2 million asset impairment.
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NOTE  1 1 . INDEBTEDNESS

Long-term debt and capital lease obligations at December 31, 2004

and 2003 are as follows (in thousands):

2 0 0 4 2 0 0 3

Borrowings on line of credit $68,000 $ 5,000
Capital lease obligations 184 –
2008 convertible notes – 85,000
2004 convertible notes – 15,000
Subtotal $ 68,184 $105,000
Less current portion 37 15,000

$ 68,147 $ 90,000

In September 2004, Data Communications entered into a capital

lease for the purchase of network equipment. This capital lease has

an implied interest rate of 3.3% and a term of 60 months. The

principal balance at December 31, 2004 is $0.2 million.

In June 2004, we entered into a three-year, senior secured revolving

credit facility with Bank of America, N.A. as agent. The credit agree-

ment provides for borrowings up to $120.0 million and is subject

to customary covenants for secured credit facilities of this nature.

This line of credit replaces our previous $60.0 million credit facility

with LaSalle Bank. Certain of our material domestic subsidiaries

have guaranteed our obligations under the credit facility, which is

secured by substantially all of our assets and the assets of our mate-

rial domestic subsidiaries. In addition, we have pledged as collateral

all of the issued and outstanding stock of our material domestic

subsidiaries and 65% of our material foreign subsidiaries. At

December 31, 2004, we believe that we were in compliance with

all covenants. Proceeds drawn under this credit agreement may 

be used for refinancing of existing debt, working capital, capital

expenditures, acquisitions and other general corporate purposes.

The annual interest rate applicable to borrowings under the line

of credit is, at our option, the base rate (the greater of the federal

funds rate plus 0.5% or the Bank of America prime rate) or LIBOR,

plus, in each case, an applicable margin which will vary based upon

our leverage ratio at the end of each fiscal quarter. At December 31,

2004, the applicable margin with respect to base rate loans was 0.0%,

and the applicable margin with respect to LIBOR loans was 1.5%. At

December 31, 2004, our interest rate on LIBOR loans was 3.9%.

As of December 31, 2004, we had $68.0 million of borrowings

outstanding and had approximately $0.7 million in letters of credit

outstanding under the line of credit. We recorded approximately

$1.6 million in deferred financing costs associated with closing

the line of credit that are being amortized over the term of the line

and included the amortization of this cost in interest expense on

our consolidated statement of operations.

In May 2004, we exercised our right to redeem our 2008 convertible

notes in whole shortly after the closing price of our common stock

had exceeded 150% of the conversion price for 20 trading days

within a period of 30 consecutive trading days. All holders of 

our 2008 convertible notes elected to convert their notes into our

common stock in advance of the redemption date in lieu of accepting

the cash redemption price. All holders received accrued and unpaid

interest and the interest make-whole amount. We funded the interest

make-whole cash payment from our line of credit.

In July 1997, we issued convertible subordinated notes of 

$172.5 million that matured on July 1, 2004 and bore interest at 

5 3/4%. Our 2004 convertible notes were convertible at the option 

of the holder into our common stock at a conversion price of 

$33 per share, through the date of maturity, subject to adjustment

in certain events. On July 1, 2004, we paid the principal obligation

due of $15.0 million with the use of our previous line of credit.

At December 31, 2004, we had no other indebtedness outstanding

except for the borrowings under our line of credit and a capital lease

obligation for network equipment at Data Communications.

NOTE 12 . ACCRUED EXPENSES

Accrued expenses at December 31, 2004 and 2003 are as follows

(in thousands):

2 0 0 4 2 0 0 3

Accrued wages and wage related taxes $13,490 $11,433
Interest payable 293 2,087
Accrued commissions 3,615 2,489
Acquisition liabilities 5,450 2,598
Benefits 1,506 1,395
Other employee costs including expenses 806 1,769
Office expenses (deferred rent, utilities, 

supplies, etc.) 1,877 1,053
Accrued professional fees 2,877 3,105
Value added tax 1,621 1,306
Voicecom liability 1,101 1,198
Other 7,556 5,458

$40,192 $33,891
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Long-term accrued expenses at December 31, 2004 and 2003 are

as follows (in thousands):

2 0 0 4 2 0 0 3

Voicecom lease liability $ 989 $6,008
Acquisition liabilities 1,087 3,071
Long-term accrued restructuring 3,719 4,297
Other 299 1,262

$6,094 $14,638

Acc r ued  Taxes
Accrued taxes is comprised mainly of federal excise payables and

other sales taxes. We recorded provisions for certain state sales tax

contingencies based on the likelihood of obligation, when needed,

in accordance with SFAS No. 5. Historically, we have not assessed

to our Conferencing & Collaboration customers these sales taxes

or remitted those sales taxes to various state jurisdictions. As of

December 31, 2004 and 2003, we had approximately $5.7 million

and $4.9 million, respectively, accrued for this potential exposure

comprised of sales taxes, penalties and interest. We believe we are

appropriately accrued for this potential exposure. In the event that

actual results differ from these estimates, we may need to adjust sales

tax accounts which could materially impact our financial condition

and results of operations.

NOTE  1 3 . F INANC IAL INSTRUMENTS

The estimated fair value of certain financial instruments at

December 31, 2004 and 2003 is as follows (in thousands):

2 0 0 4 2 0 0 3

C a r r y i n g Fa i r C a r r y i n g Fa i r

A m o u n t Va l u e A m o u n t Va l u e

Cash and 

cash equivalents $25,882 $25,882 $ 23,946 $ 23,946
Marketable

securities,

available for sale 576 576 575 575
2004 and 2008 

convertible 

subordinated notes

(see Note 11) – – 100,000 150,800
Line of credit and 

capital leases 

(see Note 11) 68,184 68,184 5,000 5,000

The carrying amount of cash and cash equivalents, marketable

securities, accounts receivable and payable, and accrued expenses

approximates fair value due to their short maturities. The fair value

of our convertible notes was estimated based on market quotes. The

carrying value of our line of credit and capital lease obligations do

not vary materially from fair value at December 31, 2004 and 2003.

NOTE 14 . EQU ITY BASED COMPENSAT ION CHARGES 
AND SHAREHOLDERS ’ EQU ITY

Equ i t y  Based  Compensa t i on  Cha rges
The following summarizes the components of equity-based

compensation expense for the years ended December 31, 2004,

2003 and 2002 (in thousands, except share data):

E a r n e d Un e a r n e d

S h a r e s D o l l a r s S h a r e s D o l l a r s

2004

Deferred

compensation

for the vesting of 

restricted shares 

issued in option

exchange 80,000 $ 266 – –
Deferred

compensation 

for the vesting of 

restricted shares 

issued to executive 

management 192,000 547 – –
Variable 

compensation 

expense related

to options not 

tendered in 

option exchange 373 –
Options issued for 

services rendered 607 –
Restricted shares 

issued for services 

rendered 90,014 1,468 561,334 $4,187
362,014 $3,261 561,334 $4,187

2003

Deferred 

compensation 

for the vesting of 

restricted shares 

issued in option 

exchange 169,812 $ 564 80,000 $ 266
Deferred 

compensation 

for the vesting of 

restricted shares 

issued to executive 

management 192,000 392 192,000 547
Variable 

compensation 

expense related 

to options not 

tendered in 

option exchange 1,099 –
Options issued for 

services rendered 866 –
361,812 $2,921 272,000 $ 813
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E a r n e d Un e a r n e d

S h a r e s D o l l a r s S h a r e s D o l l a r s

2002

Deferred 

compensation 

for the vesting 

of restricted 

shares issued 

in option 

exchange 401,950 $1,335 185,112 $ 615
Deferred 

compensation 

for the vesting 

of restricted 

shares issued 

to executive 

management 160,000 536 416,000 1,298
561,950 $1,871 601,112 $1,913

Options exchanged for restricted shares
Due to declines in our share price over the course of the several

years prior to 2001, most option holders had options with exercise

prices in excess of the market price of our common stock. In order

to provide better performance incentives for employees and directors

and to align our employees’ and directors’ interests with those of our

shareholders, in the fourth quarter of 2001, we offered an exchange

program in which we granted one restricted share of common stock in

exchange for every 2.5 options tendered. Approximately 6.0 million

stock options were exchanged for approximately 2.4 million shares

of restricted stock on December 28, 2001, the date of the exchange.

The restricted shares maintain the same vesting schedules as those

of the original options exchanged, except that in the case of tendered

options that were vested on the exchange date, the restricted shares

received in exchange therefore vested on the day after the exchange

date. To the extent options were vested at the exchange date, we

recognized equity based compensation expense determined by using

the closing price of our common stock at December 28, 2001, which

was $3.32 a share. To the extent that restricted shares were received

for unvested options exchanged, this cost was deferred on our

balance sheet under the line item “Unearned restricted share

compensation.” This value was also determined using the closing

price of our common stock at the date of the exchange. The unearned

restricted share compensation will be recognized as equity based

compensation expense as these shares vest. In 2004, 2003 and 2002,

approximately 80,000, 170,000 and 402,000 shares vested, and

equity based compensation expense of $0.3 million, $0.6 million

and $1.3 million was recognized, respectively. As all shares have

vested as of December 31, 2004, all equity based compensation

expense related to this exchange has been recognized.

In addition, approximately 890,000 options that were eligible to

be exchanged for restricted shares pursuant to the exchange offer

were not tendered. At December 31, 2004, this option count was

approximately 185,000 due to the sale of Voicecom, exercises subse-

quent to the date of exchange and other cancellations of these

options. These options will be subject to variable accounting until

such options are exercised, are forfeited, or expire unexercised. 

These options have exercise prices ranging from $5.23 to $29.25. At

December 31, 2004 and 2003, a charge of approximately $0.4 million

and $1.1 million, respectively, was recorded because the market value

of our common stock was greater than the exercise price of a portion

of the options. At December 31, 2002, no charge was recorded

because the exercise price of each of the options was greater than

the market value of our common stock.

Restricted shares issued to management
Certain members of management were awarded discretionary

bonuses in the form of restricted shares in November 2001. 

The purpose of these discretionary bonuses was to better align

management’s performance with the interests of our shareholders.

Certain of these restricted shares vested immediately in 2001 and

were restricted from trading for a one-year period. The remaining

restricted shares vested on a straight-line basis through 2004, and

the equity based compensation expense recorded in 2004, 2003

and 2002 was $0.5 million, $0.4 million and $0.5 million, respec-

tively. As all shares have vested as of December 31, 2004, all 

equity based compensation expense related to these shares has

been recognized.

Options and restricted shares issued for services rendered
In 2004, we recognized approximately $2.1 million in non-cash

stock compensation expense. Of this expense, $1.5 million related

to restricted shares issued to employees, $0.1 million related to 

an employee option modification and $0.5 million was as a result

of the modification of a director stock option grant in connection

with the resignation of a member of our board of directors in 

June 2004. Of the restricted shares issued in 2004, approximately

$4.2 million remained unvested at December 31, 2004 and are

classified as “Unvested Restricted Share Compensation.” Assuming

all employees who received restricted stock remain with us through

their vesting period, the equity based compensation expense in

future years resulting from the restricted shares issued will be

approximately $1.7 million, $1.3 million, $0.9 million, $0.2 million

and $0.1 million in 2005, 2006, 2007, 2008 and 2009, respectively.

In 2003, we recognized approximately $0.9 million of non-cash

stock compensation expense. Of this expense, $0.4 million

relates to non-employees, $0.2 million relates to employees and 

$0.3 million relates to the acceleration of options associated with

the resignation of several board members.

Notes receivable – employees
During 2002, we loaned approximately $2.0 million with recourse to

certain members of management to pay taxes in connection with the

restricted shares issued in exchange for options in December 2001

and the discretionary restricted shares issued in November 2001.

These loans are due in 2012, accrue interest at a weighted average

rate of 5.5%, and are secured by the restricted shares granted.

During 2004 all of these loans, including interest, were paid off.
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Sha reho lde r s’ Equ i t y  Componen t s

Conversion of debt to equity
In August 2003, we issued $75.0 million of 5% convertible 

subordinated notes due August 15, 2008. On August 15, 2003, 

the initial purchasers of our 2008 convertible notes exercised 

an option to purchase an additional $10.0 million of our 2008

convertible notes. The annual interest commitment associated

with our outstanding 2008 convertible notes was $4.3 million and

was to be paid semiannually on February 15 and August 15 of each

year. We called 100% of our outstanding $85.0 million principal

amount of our 2008 convertible notes for redemption on June 14,

2004. All holders of our 2008 convertible notes elected to convert

their notes into our common stock prior to the redemption date. As

a result, our 2008 convertible notes were converted into approxi-

mately 12.7 million shares of our common stock at a conversion

rate of 149.3786 shares per $1,000 principal amount of notes (equal

to a conversion price of approximately $6.6944 per share).

Stock option exercises
During 2004, 2003 and 2002, stock options were exercised under

our stock option plans. None of the options exercised qualified as

incentive stock options, as defined in Section 422 of the Internal

Revenue Code, as amended. Approximately $4.1 million, $3.7 million

and $1.2 million were recorded as increases in additional paid-in

capital reflecting tax benefits to be realized by us as a result of the

exercise of such options during the years ended December 31, 2004,

2003 and 2002, respectively.

Stock repurchase program
In the second quarter of 2000, our board of directors authorized a

stock repurchase program under which we may purchase up to 10%

of the then outstanding shares of our common stock, or approxi-

mately 4.8 million shares. In January 2003, our board approved an

increase in its 2000 stock repurchase program by authorizing the

repurchase of up to an additional 10% of our outstanding common

stock, or approximately 5.4 million shares. During 2004, we repur-

chased 1.5 million shares of our common stock under this program

for approximately $12.8 million. During 2003, we repurchased

approximately 0.2 million shares of our common stock under this

program for approximately $0.6 million. During 2002, we repur-

chased approximately 1.8 million shares of our common stock

under this program for approximately $6.6 million. See Note 22–

“Subsequent Events.”

Shares issued for legal settlement
During 2002, we issued approximately 249,000 shares and 

$1.8 million in cash as payment of the class action lawsuit, net 

of legal expenses. The aggregate value of the shares was approxi-

mately $1.3 million and is included in common stock and

additional paid-in capital.

Shareholder notes receivable
The shareholder notes receivable relates to transactions where 

we made loans to our chief executive officer and to a limited part-

nership in which he has an indirect interest in association with

exercises of options to purchase our common stock. See Note 17–

“Related Party Transactions.”

NOTE  15 . EQU ITY BASED COMPENSAT ION PLANS

We issue restricted stock awards, stock options or stock appreciation

rights to employees, directors, non-employee consultants and

advisors under the following equity based compensation plans:

the 1995 Stock Plan, the 2000 Directors Stock Plan and the 2004

Long-Term Incentive Plan. These plans are administered by the

compensation committee of our board of directors.

Our 1995 plan provides for the issuance of stock option, stock

appreciation rights and restricted stock to employees, directors

and consultants. A total of 9,650,000 shares of our common stock

have been reserved in connection with awards under the 1995 plan.

Options issued under the 1995 plan may be either incentive stock

options, which permit income tax deferral upon exercise of options,

or nonqualified options not entitled to such deferral. Under our

1995 plan, the maximum number of awards and the maximum 

fair market value of such awards that may be granted during any

one calendar year to any one grantee is 1,000,000 shares and 

$4.0 million, respectively.

During 2001, sharp declines in the market price of our common

stock resulted in many outstanding employee stock options being

exercisable at prices that exceeded the current market price of our

common stock, thereby substantially impairing the effectiveness

of such options as performance incentives. Consistent with our

philosophy of using equity incentives to motivate and retain manage-

ment and employees, the board of directors determined it to be in

the best interests of our shareholders to restore the performance

incentives intended to be provided by employee stock options by

repricing such options. Consequently, on July 22, 1998, our board

of directors determined to re-price or re-grant all employee stock

options which had exercise prices in excess of the closing price on

such date (other than those of our chief executive officer) to

$10.25, which was the closing price of our common stock on such

date. While the vesting schedules remained unchanged, the re-

priced and re-granted options were generally subject to a

12-month black-out period, during which the options could not

be exercised. If an optionee’s employment was terminated during

the black-out period, he or she would forfeit any re-priced or re-

granted options that first vested during the 12-month period

preceding his or her termination of employment. On December 14,

1998, our board of directors determined to re-price or re-grant at

an exercise price of $5.50, all employee stock options which had an

exercise price in excess of $5.50, which was above the closing

price of our common stock on such date. Again, the vesting sched-

ules remained the same and the re-priced or re-granted options

were generally subject to a 12-month black-out period during

which the options could not be exercised. If the optionee’s

employment was terminated during the black-out period, he 

or she would forfeit any repriced or regranted options that first

vested during the 12-month period preceding his or her termina-

tion of employment. By imposing the black-out and forfeiture

provisions on the re-priced and re-granted options, our board of

directors intended to provide added incentive for the optionees 

to continue service.
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On April 26, 2000, our board of directors approved our directors

plan which was subsequently approved by our shareholders on

June 7, 2000. On June 5, 2002, our shareholders approved an

increase in the shares available for awards by 1.0 million. The class

of persons to participate in this plan consists solely of persons who,

at the date of grant of options, are directors and are not employed

by us or any of our affiliates. A total of 2,000,000 shares of our

common stock have been reserved in connection with awards

under our directors plan. Under our directors plan, no more than

10% of awards shall be granted in the form of restricted stock,

subject to antidilution adjustments as defined by this plan.

Our board of directors approved the 2004 plan on April 27, 2004,

which was subsequently approved by our shareholders on June 3,

2004. Our 2004 plan provides for the issuance of stock options,

stock appreciation rights, restricted stock, restricted stock units

and other stock-based awards to employees, officers, directors and

consultants. A total of 4,000,000 shares of our common stock

have been reserved in connection with awards under our 2004

plan. Options issued under our 2004 plan may be either incentive

stock options, which permit income tax deferral upon exercise of

options, or nonqualified options not entitled to such deferral. Under

our 2004 plan, the maximum number of awards and the maximum

fair market value of such awards during any one calendar year to any

one grantee is 1,000,000 shares and $8.0 million, respectively.

We adopted our associate stock purchase plan and reserved

1,750,000 shares of common stock for purchase by associates under

the plan. Approximately 378,000 shares of our common stock

valued at approximately $0.9 million were issued under the plan

in 2002. Due to administrative reasons, the plan was terminated

effective January 14, 2003.

A summary of the status of our stock plans is as follows:

We i g h t e d

A v e r a g e

Fi x e d  O p t i o n s S h a r e s E x e r c i s e  P r i c e

Options outstanding at

December 31, 2001 10,256,450 $5.49
Granted 933,710 3.44
Exercised (548,117) 0.54
Forfeited (1,670,723) 6.59

Options outstanding at

December 31, 2002 8,971,320 $5.36
Granted 2,704,110 5.42
Exercised (4,008,933) 3.97
Forfeited (1,049,242) 8.42

Options outstanding at 

December 31, 2003 6,617,255 $5.75
Granted 796,000 9.88
Exercised (2,163,153) 5.34
Forfeited (358,141) 5.95

Options outstanding at 

December 31, 2004 4,891,961 $6.59

During 2004, we made one option grant with an exercise price less

than the market value on the date of grant. The difference between

the grant price and the fair market value on the date of grant was

charged to equity based compensation. The total charge was less

than $4,000. During 2003, there were no options granted whose

exercise price was less than the market price of the stock on the

date of the grant. Options exercisable at December 31, 2004, 2003

and 2002 were 2,834,397, 3,840,167 and 6,671,565, respectively.

The following table summarizes information about stock options outstanding at December 31, 2004:

We i g h t e d  A v e r a g e  We i g h t e d  A v e r a g e

R a n g e  of We i g h t e d E x e r c i s e  P r i c e E x e r c i s e  P r i c e

E x e r c i s e O p t i o n s A v e r a g e  E x e r c i s e of  O p t i o n s O p t i o n s of  O p t i o n s

P r i c e s O u t s t a n d i n g R e m a i n i n g  L i fe O u t s t a n d i n g E x e r c i s a b l e E x e r c i s a b l e

$ 0.00 – $ 3.79 1,021,609 4.72 $ 2.97 811,607 $ 2.77
$ 3.80 – $ 5.24 843,201 6.43 $ 4.55 294,480 $ 4.54
$ 5.25 – $ 6.13 1,217,867 3.36 $ 5.78 901,200 $ 5.65
$ 6.14 – $ 8.81 832,000 6.42 $ 8.34 311,326 $ 8.17
$ 8.82 – $15.02 916,168 4.23 $ 11.05 454,668 $ 11.50
$15.03 – $30.00 61,116 0.56 $20.62 61,116 $20.62

4,891,961 4.82 $ 6.59 2,834,397 $ 6.25
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NOTE  16 . EMPLOYEE  BENEF I T  PLANS

We sponsor a defined contribution retirement plan covering

substantially all full-time employees. This plan allows employees

to defer a portion of their compensation and associated income taxes

pursuant to section 401(k) of the tax code. We may make discre-

tionary contributions for the benefit of employees under this plan.

In 2004 and 2003, we paid cash of $1.3 million and $1.0 million,

respectively, to fund our discretionary employee contribution under

our 401(k) plan. We issued 405,241 shares of our common stock

during 2002 at a value of $1.6 million to fund our discretionary

employee contribution match under our 401(k) plan.

NOTE  17 . RELATED-PARTY TRANSACT IONS

We have in the past entered into agreements and arrangements

with certain officers, directors and principal shareholders.

Notes receivable – shareholder
We have made loans to our chief executive officer and a limited

partnership in which he has an indirect interest. These loans were

made pursuant to his then current employment agreement for the

exercise price of certain stock options and the taxes related thereto.

Each of these loans is evidenced by a recourse promissory note

bearing interest at the applicable federal rate and secured by the

common stock purchased. These loans mature between 2007 and

2010. These loans, including accrued interest, are recorded in the

equity section of the balance sheet under the caption “Notes receiv-

able, shareholder.” At December 31, 2004, the aggregate amount of

these loans was $5.7 million.

Notes receivable – employees
During 2002, we loaned approximately $2.0 million with recourse to

certain members of management to pay taxes in connection with the

restricted shares issued in exchange for options in December 2001

and the discretionary restricted shares issued in November 2001.

These loans, including accrued interest, were recorded in the long-

term asset section of the balance sheet under the caption “Notes

receivable – employees.” At December 31, 2004 and 2003, the aggre-

gate amounts of these loans were $0.0 million and $1.8 million as

all of these loans were paid off in 2004, including interest.

Use of airplane
During 2003 and 2002, we leased the use of an airplane from a

limited liability company that is owned 99% by our chief executive

officer and 1% by us. In connection with this lease arrangement, we

have incurred costs of $0.9 million and $1.9 million in 2003 and

2002, respectively, to pay the expenses of maintaining and operating

the airplane. In July 2003, we terminated this lease arrangement.

Strategic co-marketing arrangement
We had a strategic co-marketing arrangement with WebMD. The

terms of the agreement provided for WebMD to make an annual

minimum commitment of $2.5 million for four years to purchase

our products. We, in turn, were obligated to purchase portal rights

from WebMD for $4.0 million over four years to assist in marketing

its products. Under this agreement, which expired on February 17,

2003, we recognized revenue of approximately $0.4 million and

$2.5 million in 2003 and 2002, respectively.

NOTE 18 . COMMITMENTS AND CONTINGENCIES

Ope ra t i ng  Lease  Commi tmen t s
We lease computer equipment, automobiles, office space and

other equipment under noncancelable lease agreements. The

leases generally provide that we pay the taxes, insurance and

maintenance expenses related to the leased assets. Future mini-

mum lease payments for noncancelable operating leases as of

December 31, 2004 are as follows (in thousands):

2005 $11,192
2006 9,382
2007 6,624
2008 5,217
2009 4,236
Thereafter 11,523
Net minimum lease payments $48,174

Rent expense under operating leases was approximately 

$12.2 million, $13.2 million and $10.2 million for the years ended

December 31, 2004, 2003 and 2002, respectively. Facilities rent 

is reduced by sublease income of approximately $0.7 million, 

$0.2 million and $0.0 million for the years ended December 31,

2004, 2003 and 2002, respectively. In 2004 and 2003, facilities

rent was reduced by approximately $0.5 million and $0.4 million,

respectively associated with contractual obligations provided for

in the restructuring charge.

Supp ly  Ag reemen ts
We purchase telecommunications services pursuant to supply

agreements with telecommunications service providers. These

contracts generally provide fixed transmission prices for terms 

of two to five years and are subject to early termination in certain

events. Some of our telecommunications supply agreements contain

commitments that require us to purchase a minimum amount of

services through 2009. These costs are approximately $9.8 million,

$3.5 million, $1.0 million, $0.8 million and $0.2 million in 2005

through 2009, respectively. The total amount of the minimum

purchase requirements in 2004 was approximately $9.2 million,

of which we incurred costs in excess of these minimums.

MCI  Te l e commun i ca t i ons  Se r v i c e  Ag reemen t  
In April 2004, we entered into a settlement and release agreement

with MCI. The 2004 settlement agreement resolved all outstanding

disputed amounts relating to charges billed to us by MCI for

telecommunication and other network services under numerous

transmission agreements and an April 2000 settlement agreement

previously entered into by the parties. Pursuant to its bankruptcy

plan, MCI had rejected the April 2000 settlement agreement. On

April 20, 2004, MCI emerged from bankruptcy. Following our with-

drawal of filed proofs of claim with the bankruptcy court, MCI issued

us credits against outstanding account balances and against future
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invoices for MCI services that we purchase under new telecommu-

nications and digital service agreements with effective service terms

of January 1, 2004. In accordance with SFAS No. 5, we had accrued

a reasonable estimate for these disputed amounts and recorded a

gain of approximately $1.4 million in cost of revenues on the

consolidated statement of operations in connection with this

settlement agreement.

L i t i ga t i on  and  C l a ims
We have several litigation matters pending, as described below,

which we are defending vigorously. Due to the inherent uncertain-

ties of the litigation process and the judicial system, we are unable

to predict the outcome of such litigation matters. If the outcome 

of one or more of such matters is adverse to us, it could have a

material adverse effect on our business, financial condition and

results of operations.

A lawsuit was filed in November 1998 against us and certain of our

officers and directors in the Southern District of New York. Plaintiffs

were shareholders of Xpedite Systems, Inc., who acquired our

common stock upon our acquisition of Xpedite. Plaintiffs allege

causes of action against us for breach of contract, against all

defendants for negligent misrepresentation, violations of Sections 11

and 12(a)(2) of the Securities Act of 1933, as amended, and against

the individual defendants for violation of Section 15 of the Securities

Act. Plaintiffs seek undisclosed damages together with pre- and

post-judgment interest, recission or recissory damages as to viola-

tion of Section 12(a)(2) of the Securities Act, punitive damages,

costs and attorneys’ fees. The defendants’ motion to transfer venue

to Georgia has been granted. The defendants’ motion to dismiss

has been granted in part and denied in part. By order dated

September 26, 2003, the district court granted in its entirety the

defendants’ motion for summary judgment and denied as moot

the defendants’ motion in limine. On September 23, 2004, the U.S.

Court of Appeals for the Eleventh Circuit affirmed as to the dismissal

of the negligent misrepresentation claim and the claim under

Section 12. The Eleventh Circuit reversed and remanded for further

proceedings on the Section 11 claim. On October 14, 2004, defen-

dants filed a motion for partial rehearing and partial rehearing 

en banc as to the Eleventh Circuit’s ruling on the Section 11 claim.

That motion was denied by the Eleventh Circuit by Order dated

November 22, 2004. Thereafter, we filed a motion to stay mandate

pending filing of petition for writ of certiorari in the U. S. Supreme

Court. That motion was also denied by the Eleventh Circuit by Order

dated December 14, 2004. The case has now been remanded to

the district court, with only the Section 11 claim remaining. In

February 2005, we filed a petition for writ of certiorari in the U.S.

Supreme Court for review of the Eleventh Circuit’s Order, which 

is pending. Also in February 2005, we filed a renewed motion for

summary judgment and renewed motion in limine to exclude expert

opinions in the district court. Those motions are also pending.

In December 2001, our subsidiary, Voice-Tel Enterprises, LLC,

filed a complaint against Voice-Tel franchisees, JOBA, Inc. and

Digital Communication Services, Inc. in the U.S. District Court

for the Northern District of Georgia. The complaint sought

injunctive relief and a declaratory judgment with respect to 

Voice-Tel’s right to terminate the franchise agreements with 

JOBA and Digital. In January 2002, JOBA and Digital answered 

the complaint and asserted counterclaims against Voice-Tel for

alleged breach of franchise agreements and other alleged franchise-

related agreements. JOBA and Digital also asserted third-party

claims alleging tortious interference of contract against us and

our subsidiary, Premiere Communications, Inc. In January 2002,

plaintiffs and third-party defendants filed responses and answers

to the counterclaims and third-party complaint, and Voice-Tel filed

additional breach of contract and tort claims against JOBA and

Digital. The Digital franchise agreement contained a mandatory

arbitration provision, which was not found in the JOBA franchise

agreement, and the breach of franchise claims pertaining to Digital

were severed and sent to arbitration, which was concluded in the

summer of 2003. In July 2002, Voicecom Telecommunications, LLC,

which is not our affiliate, was added as a party plaintiff in the lawsuit

against JOBA and Digital. In March 2003, the court granted our

motion for summary judgment, and dismissed PCI and us from

the case. The court also granted partial summary judgment in

favor of each of the parties, narrowing the claims for trial. In 2004,

JOBA requested that the court reconsider an earlier ruling that

precluded JOBA from amending its counterclaim to add a claim

for alleged constructive termination of the franchise agreement

by Voice-Tel. In September 2004, the court granted JOBA’s

request for leave to amend its counterclaim to add a claim for

alleged constructive termination of the franchise agreement. In

December 2004, Voice-Tel and Voicecom moved the court to

consolidate this case with another pending franchisor-franchisee

dispute between Voicecom and JOBA. No date has been set for trial.

In March 2004, in a separate action, JOBA filed a third-party

complaint against PCI, Voice-Tel and us. The claims were filed in 

a lawsuit pending in the State Court of Fulton County, Georgia,

between JOBA, and its current franchisor, Voicecom, in which

Voicecom sought a declaratory judgment with respect to its rights

and/or responsibilities under an equipment, sales and service

term sheet. Voice-Tel had served as the franchisor to JOBA from

1997 until March 2002, when Voicecom acquired substantially all

of the assets of PCI and Voice-Tel, including the JOBA franchise

agreement. The third-party claims by JOBA against PCI, Voice-Tel

and us purport to arise out of the same transactions and occurrences

that form the subject matter of litigation currently pending (or which

had been dismissed) in federal court in the Northern District of

Georgia. In April 2004, we answered and responded to the third-

party complaint in State Court of Fulton County, and, among other

things, filed motions to dismiss the third-party complaint, strike

portions of the third-party complaint and stay proceedings. JOBA

responded to our motions and filed certain offensive motions to
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which the third-party defendants responded and objected. No

discovery has been taken in that case, and the court has not yet

ruled on any pending motions. A hearing is scheduled on all pending

motions on March 31, 2005.

We have received letters from A2D, L.P., an affiliate of Ronald A.

Katz Technology Licensing, L.P. informing us of the existence of

certain of Katz’s patents and the potential applicability of those

patents to certain of our services. The letters also include an offer

to us of a non-exclusive license to the Katz portfolio of patents. We

are currently considering the matter raised in these letters, and

no legal proceedings have been instituted at this time. If the Katz

patents are valid, enforceable and apply to certain of our services,

we may seek a license from A2D. If we decide to seek such a license,

it is uncertain as to the terms upon which we may be able to nego-

tiate and obtain a license, if at all, as well as to the amount of the

possible one-time and recurring license fees which we may be

required to pay.

In September 2004, Captaris, Inc. filed suit against our subsidiary,

Xpedite, in the U.S. District Court for the Western District of

Washington alleging breach of contract in connection with license

and reseller agreements for Captaris’ e-document delivery technol-

ogy executed by the parties in September 2003. The agreements

provided that the parties would cooperate in providing mutual

resale opportunities for each other’s services and provide for mini-

mum compensation to Captaris of $2.0 million over a three-year

period. Captaris seeks damages of an unspecified amount, not less

than $250,000, plus interest. We withheld this amount, which was

the initial payment due in September 2004, from the amounts

owing to Captaris under the agreements on the grounds that Captaris

had not performed its obligations under such agreements. In

January 2005, we answered the complaint denying that any money

is due as a result of Captaris’ failure to perform its obligations under

the agreements, and filed a counterclaim against Captaris alleging

that the license agreement was unenforceable because the parties

did not reach agreement on its essential terms, and alternatively,

for breach of contract, breach of Captaris’ duty of good faith and

fair dealing and contractual warranties and anticipatory repudiation.

We seek damages in an amount to be determined at trial.

On February 22, 2005, Paul Worsham filed a purported class action

in the Circuit Court for Montgomery County, Maryland against our

Data Communications’ subsidiary, Xpedite. The complaint alleges

that we transmitted prerecorded telephone calls advertising Data

Communications services to telephone numbers in Maryland,

including to Mr. Worsham’s telephone number, in violation of the

federal TCPA and applicable FCC rules. The complaint also alleges

violations of federal caller identification requirements under FCC

rules and violations of the Maryland Telephone Consumer Protection

Act. The complaint seeks statutory damages under the federal and

Maryland statutes for each violation and injunctive relief. We have

30 days from the date of service to file an answer in this matter, and

the court has scheduled a scheduling conference for May 27, 2005.

We may be entitled to indemnification or contribution from other

non-parties to this action. The outcome of these matters, including

the plaintiff’s success in achieving class certification, is uncertain

at this time.

The previously disclosed claims between our Data Communications’

subsidiary, Xpedite, and Cable & Wireless USA, Inc. have been

resolved by the parties in connection with C&W’s bankruptcy case’s

claim resolution process.

We are also involved in various other legal proceedings which we do

not believe will have a material adverse effect upon our business,

financial condition or results of operations, although no assurance

can be given as to the ultimate outcome of any such proceedings.

NOTE  1 9 . INCOME TAXES

Income tax (benefit) provision from continuing operations for

2004, 2003 and 2002 is as follows (in thousands):

2 0 0 4 2 0 0 3 2 0 0 2

Current:

Federal $ 1,024 $ 382 $ –
State 2,687 355 997
International 3,774 4,592 (1,216)

$ 7,485 $ 5,329 $ (219)

Deferred:

Federal $15,959 $(1,550) $ 2,192 
State 996 – (597)
International (3,875) (500) –

13,080 (2,050) 1,595
$20,565 $ 3,279 $ 1,376

The difference between the statutory federal income tax rate and

our effective income tax rate applied to income before income

taxes from continuing operations for 2004, 2003 and 2002 is 

as follows (in thousands):

2 0 0 4 2 0 0 3 2 0 0 2

Income taxes at 

federal statutory rate $21,438 $10,683 $ 5,528
State taxes, net of 

federal benefit 1,746 355 997
Foreign taxes 584 1,766 (2,150)
Change in valuation 

allowance – – (5,992)
Change in previous 

estimates (3,628) (9,526) –
Other permanent 

differences 425 1 2,993
Income taxes at

our effective rate $20,565 $ 3,279 $ 1,376
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During 2004 and 2003, we reviewed our provision for uncertain

tax matters. The result of this review indicated it was appropriate

to reduce this provision by approximately $3.3 million and 

$9.0 million, respectively. In addition, during 2003, we utilized

certain tax planning strategies to reduce taxes and additional

exposures were identified associated with revenue agent exami-

nations. The net effect of these tax strategies and additional

exposures was a benefit of approximately $0.2 million. During 

the year ended December 31, 2002, we realized tax benefits of

approximately $5.6 million of which approximately $1.0 million

and $4.6 million were realized in the third and fourth quarters 

of 2002, respectively, due to changes in previous estimates. This

$5.6 million tax benefit consisted of approximately $3.4 million

related to foreign taxes and approximately $2.2 million related 

to revised estimates of deferred tax asset and liability values.

Differences between financial accounting and tax bases of assets

and liabilities giving rise to deferred tax assets and liabilities are

as follows at December 31 (in thousands):

2 0 0 4 2 0 0 3

Deferred tax assets:

Net operating loss carryforwards $13,248 $ 34,916
Intangible assets 3,282 3,501
Restructuring costs 2,176 5,286
Accrued expenses 8,671 4,996
Other tax credits 7,237 4,085
Capitalized software 287 –
Investments – 43

$34,901 $ 52,827

Deferred tax liabilities:

Property and equipment $ (3,436) $ (2,087)
Capitalized software – (1,305)
Intangible assets (2,903) –
Other liabilities (275) (7,590)

(6,614) (10,982)
Valuation allowance (7,120) (10,386)
Deferred income taxes, net $ 21,167 $ 31,459

We are required to estimate our taxes in each jurisdiction of 

operation. This process involves management estimating its tax

exposure together with assessing temporary differences resulting

from differing treatment of items for tax and accounting purposes.

The ultimate recognition of uncertain tax matters is realized in the

period of resolution.

At December 31, 2004, we had federal income tax net operating loss

carryforwards of approximately $26.2 million expiring in 2005

through 2023. The utilization of some of the net operating losses are

subject to tax code section 382 limitations due to prior ownership

changes. Tax benefits of approximately $4.1 million, $3.7 million and

$1.2 million in 2004, 2003 and 2002, respectively, are associated

with nonqualified stock option exercises, the benefit of which was

credited directly to additional paid-in capital.

We intend to reinvest the unremitted earnings of its non-U.S.

subsidiaries and postpone their remittance indefinitely.

Accordingly, no provision for U.S. income taxes for non-U.S.

subsidiaries was recorded in the accompanying consolidated

statements of earnings.

During the year ended December 31, 2004, our valuation allowance

decreased by $3.3 million. The change was the result of several

factors including a reassessment of the foreign net operating loss

carryforward valuation allowance which resulted in a reduction in

valuation allowance of $3.6 million and a reduction in the state

operating loss carryforwards valuation of $1.1 million as a result of

current year activity on the income reported for states for which a

valuation allowance exists. To offset these reductions, an additional

$1.4 million valuation allowance was placed on certain tax credits

claimed during the year.

NOTE 20 . STATEMENT  OF  CASH FLOW INFORMAT ION

Supplemental disclosure of cash flow information (in thousands):

2 0 0 4 2 0 0 3 2 0 0 2

Cash paid (received) 

during the year for:

Interest $ 6,111 $ 12,535 $10,403
Income taxes, net $ 3,344 $ (4,948) $ (8,217)

Net cash paid for acquisitions, 

including costs and 

liabilities assumed $98,227 $23,340 $ 701

During 2004, non-cash equity based compensation of $0.3 million

which resulted from 28,757 restricted shares granted for sales

incentive programs was recorded as part of selling and marketing

expense in the statement of operations and has been included with

non-cash equity based compensation on the cash flow statement.
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Non -Cash  Inves t i ng  and  F i nanc i ng  Ac t i v i t i e s
During 2004 and 2003, we spent approximately $98.2 million 

and $23.4 million, respectively, on acquisitions accounted for as

purchases. In total, these costs were allocated as follows and 

as applicable at the exchange rate on the date of the transaction 

(in thousands):

2 0 0 4 2 0 0 3

Accounts receivable, net $ 12,534 $ 3,879
Prepaids and other current assets 2,147 –
Property and equipment 5,864 3,431
Goodwill 68,631 –
Intangible assets 24,775 23,251
Long term assets 121 60

Total assets acquired 114,072 30,621
Current liabilities (14,383) (4,235)
Long term liabilities (1,462) (3,046)

Total liabilities assumed (15,845) (7,281)
Net assets acquired $ 98,227 $23,340

In May 2004, we called for redemption of our outstanding 2008

convertible notes, which were all converted by the noteholders

prior to the redemption date into approximately 12.7 million

shares of our common stock in June 2004. In addition, all

deferred financing costs of approximately $3.1 million associated

with this debt were converted to equity.

We issued 405,241 shares of our common stock during 2002 at a

value of $1.6 million to fund our discretionary employee contri-

bution match under our 401(k) plan.

NOTE  2 1 . SEGMENT  REPORT ING

Our reportable segments align us into two business segments based

upon service offerings. These segments are Conferencing &

Collaboration and Data Communications.

One of Conferencing & Collaboration’s customers, IBM, accounted

for a significant amount of revenue. Sales to that customer

accounted for approximately 11% of consolidated revenues from

continuing operations (24% of Conferencing & Collaboration

segment revenue) in 2004, 11% of consolidated revenues from

continuing operations (27% of Conferencing & Collaboration

segment revenue) in 2003 and 12% of consolidated revenues from

continuing operations (29% of Conferencing & Collaboration

segment revenue) in 2002. Because IBM has chosen to insource

most of its automated conferencing needs, we expect sales to 

IBM will account for approximately 2% to 3% of consolidated

revenues in 2005.

Information concerning the operations in these reportable segments

is as follows (in millions):

Years Ended December 31,

2 0 0 4 2 0 0 3 2 0 0 2

REVENUES:

Revenues from 

continuing operations:

Data Communications $246.9 $223.8 $202.9
Conferencing 

& Collaboration 202.8 157.7 138.5
Eliminations(1) (0.3) (0.2) (0.1)

$449.4 $381.3 $341.3

Revenues from 

discontinued operations:

Voicecom – – 15.8
$449.4 $381.3 $ 357.1

INCOME (LOSS):

Income (loss) from 

continuing operations:

Data Communications $ 23.5 $ 27.8 $ 22.1
Conferencing & Collaboration 29.3 25.3 24.3
Unallocated corporate costs (12.1) (26.2) (31.7)
Eliminations(1) – – (0.3)

$ 40.7 $ 26.9 $ 14.4

Gain (loss) from 

discontinued operations:

Voicecom 1.2 (1.0) (12.5)
Net income: $ 41.9 $ 25.9 $ 1.9

As of December 31,

2 0 0 4 2 0 0 3 2 0 0 2

IDENTIFIABLE ASSETS:

Data Communications $236.9 $ 216.1 $190.5
Conferencing & Collaboration 158.5 78.9 75.5
Unallocated corporate costs 40.1 44.3 86.1
Total $435.5 $339.3 $352.1

(1) Eliminations are primarily comprised of revenue eliminations from 

business transacted between Data Communications and Conferencing 

& Collaboration.
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Information concerning depreciation expense for each reportable
segment is as follows (in millions):

2 0 0 4 2 0 0 3 2 0 0 2

Data Communications $15.3 $14.2 $13.1
Conferencing & Collaboration 10.1 8.4 7.5
Unallocated corporate costs 1.0 1.0 0.9
Total depreciation expense 

from continuing operations $26.4 $23.6 $21.5

Information concerning capital expenditures for each reportable

segment is as follows (in millions):

2 0 0 4 2 0 0 3 2 0 0 2

Data Communications $ 11.8 $10.2 $ 7.1
Conferencing & Collaboration 12.1 8.3 6.7
Unallocated corporate costs 0.9 – –
Total capital expenditures

from continuing operations $24.8 $ 18.5 $13.8

The following table presents financial information based on our

continuing geographic segments for the years ended December 31,

2004, 2003 and 2002 (in millions):

O p e r a t i n g Id e n t i f i a b l e

R e v e n u e s In c o m e A s s e t s

2004

North America $293.3 $46.1 $ 357.9
Europe 84.0 11.9 51.3
Asia Pacific 72.1 13.4 26.3

Total $449.4 $71.4 $435.5

2003

North America $246.9 $22.2 $272.4
Europe 69.4 10.8 38.6
Asia Pacific 65.0 4.2 28.3

Total $381.3 $37.2 $339.3

2002

North America $228.8 $20.5 $285.3
Europe 56.6 1.8 41.0
Asia Pacific 55.9 2.6 25.8

Total $341.3 $24.9 $352.1

NOTE 22 . SUBSEQUENT  EVENTS

In February 2005, we closed an amendment to our credit facility

that provides for a four-year, $180 million revolving line of credit.

The new facility, with a syndicate led by Bank of America, N.A.,

increases our existing $120 million line and will be available for

working capital and expansion opportunities.

In February and March 2005, we repurchased an aggregate of

635,000 shares of our common stock in open market transactions

under our stock repurchase program for approximately $6.5 million.

In February 2005, we announced that Conferencing & Collaboration

signed a definitive agreement to acquire the conferencing services

business of Citizens Communications, for approximately $41 million,

net of working capital. This acquisition is expected to close late in

the first quarter of 2005, and we plan to fund the purchase with our

credit facility.
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The following table presents certain unaudited quarterly consolidated statement of operations data for each of the eight quarters in the period

ended December 31, 2004. Certain prior quarter results have been reclassified to conform with current period presentation. The information

has been derived from our unaudited financial statements, which have been prepared on substantially the same basis as the audited

consolidated financial statements contained in this Form 10-K. The results of operations for any quarter are not necessarily indicative of

the results to be expected for any future period.

Fi r s t S e c o n d T h i r d Fo u r t h

Q u a r t e r Q u a r t e r Q u a r t e r Q u a r t e r To t a l

Year ended December 31, 2004

Revenues $105,354 $111,553 $115,198 $117,266 $449,371
Operating income 15,701 17,550 18,911 19,232 71,394
Income (loss) from continuing operations 8,720 (40) 14,890 17,115 40,685
Income (loss) from continuing operations 

per share – basic $ 0.15 $ (0.00) $ 0.21 $ 0.25 $ 0.63
Income from continuing operations for purposes

of computing diluted net income per share 9,481 582 14,890 17,118 42,071
Income from continuing operations per share – diluted $ 0.13 $ 0.01 $ 0.21 $ 0.25 $ 0.58
Net income 8,720 1,155 14,890 17,115 41,880
Net income per share – basic $ 0.15 $ 0.02 $ 0.21 $ 0.24 $ 0.65
Net income from continuing operations for purposes 

of computing diluted net income per share 9,481 1,777 14,890 17,118 43,266
Net income (loss) per share – diluted $ 0.13 $ 0.02 $ 0.21 $ 0.24 $ 0.60

Year ended December 31, 2003

Revenues $ 89,220 $ 94,851 $ 96,101 $101,108 $381,280
Operating income 10,668 11,649 1,452 13,430 37,199
Income from continuing operations 4,779 6,754 8,050 7,330 26,913
Income from continuing operations per share – basic $ 0.09 $ 0.13 $ 0.15 $ 0.13 $ 0.50
Income from continuing operations for purposes

of computing diluted net income per share 4,779 6,754 8,375 7,978 27,886
Income from continuing operations per share –  diluted $ 0.09 $ 0.12 $ 0.13 $ 0.11 $ 0.45
Net income 4,779 6,673 7,155 7,330 25,937
Net income per share – basic $ 0.09 $ 0.13 $ 0.13 $ 0.13 $ 0.48
Net income from continuing operations for purposes

of computing diluted net income per share 4,779 6,673 7,480 7,978 26,910
Net income (loss) per share – diluted $ 0.09 $ 0.12 $ 0.12 $ 0.11 $ 0.44

The results of operations in all the quarters in 2004 and 2003 include charges associated with some or all of the following; asset impairments,

equity-based compensation, restructuring costs, net legal settlements and related expenses and asset impairments and obligations –

investments. For a further discussion of these charges and gains, see “Management’s Discussion and Analysis of Financial Condition 

and Results of Operations.”

SELECTED QUARTERLY FINANCIAL DATA (Unaudited)
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I TEM 9 . CHANGES IN  AND D ISAGREEMENTS 
WITH  ACCOUNTANTS ON ACCOUNT ING 
AND F INANC IAL D ISCLOSURE

Not applicable.

I TEM 9A . CONTROLS AND PROCEDURES

Di s c l osu re  Con t ro l s  and  Procedu res
Our management, with the participation of our chief executive

officer and chief financial officer, evaluated the effectiveness of

our disclosure controls and procedures as of December 31, 2004.

Based on that evaluation, our chief executive officer and chief

financial officer have concluded that our disclosure controls and

procedures were effective, as of December 31, 2004, to provide

reasonable assurance that the information required to be disclosed

by us in the reports we file or submit under the Exchange Act is

recorded, processed, summarized and reported within the time

periods specified in SEC rules and forms.

Managemen t ’s  Repo r t  on  In t e rna l  Con t ro l  
ove r  F i nanc i a l  Repo r t i ng
Our management is responsible for establishing and maintaining

adequate internal control over financial reporting, as such term 

is defined in Exchange Act Rules 13a-15(f)/15d-15(f). Under the

supervision and with the participation of our management,

including our principal executive officer and principal financial

officer, we conducted an evaluation of the effectiveness of our

internal control over financial reporting based on the framework

in Internal Control – Integrated Framework issued by the Committee 

of Sponsoring Organizations of the Treadway Commission. 

Based on our evaluation under the framework in Internal Control –
Integrated Framework, our management concluded that our

internal control over financial reporting was effective as of

December 31, 2004.

Deloitte & Touche LLP, an independent registered public accounting

firm, has audited our consolidated financial statements included

in this annual report on Form 10-K for the year ended December 31,

2004. The Report of Independent Registered Public Accounting

Firm on their audit of management’s assessment of our internal

control over financial reporting and their audit on the effectiveness

of our internal control over financial reporting appears below. The

Report of Independent Registered Public Accounting Firm on their

audit of the consolidated financial statements is included at page 34.

Changes  i n  In t e rna l  Con t ro l  
ove r  F i nanc i a l  Repo r t i ng
There were no changes in our internal control over financial

reporting during the quarter ended December 31, 2004 that have

materially affected, or are reasonably likely to materially affect,

our internal control over financial reporting.
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To the Board of Directors and Shareholders of

Premiere Global Services, Inc.

We have audited management’s assessment, included in the accompanying “Management’s Report on Internal Control Over Financial Reporting,”
that Premiere Global Services, Inc. and subsidiaries (the “Company” formerly PTEK Holdings, Inc.) maintained effective internal control

over financial reporting as of December 31, 2004, based on criteria established in Internal Control — Integrated Framework issued by the

Committee of Sponsoring Organizations of the Treadway Commission. The Company’s management is responsible for maintaining effec-

tive internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting. Our

responsibility is to express an opinion on management’s assessment and an opinion on the effectiveness of the Company’s internal control

over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards

require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting

was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting, eval-

uating management’s assessment, testing and evaluating the design and operating effectiveness of internal control, and performing such

other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company’s principal executive

and principal financial officers, or persons performing similar functions, and effected by the company’s Board of Directors, manage-

ment, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial

statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control over finan-

cial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately

and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are

recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and

that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of the

company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition

of the company’s assets that could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper

management override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. Also,

projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to the risk

that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures

may deteriorate.

In our opinion, management’s assessment that the Company maintained effective internal control over financial reporting as of December 31,

2004, is fairly stated, in all material respects, based on the criteria established in Internal Control — Integrated Framework issued by the

Committee of Sponsoring Organizations of the Treadway Commission. Also, in our opinion, the Company maintained, in all material

respects, effective internal control over financial reporting as of December 31, 2004, based on the criteria established in Internal Control —
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated

financial statements as of and for the year ended December 31, 2004 of the Company and our report dated March 14, 2005 expressed an

unqualified opinion on those financial statements.

/s/ Deloitte & Touche LLP

Atlanta, Georgia

March 14, 2005

REPORT OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

ITEM 9B . OTHER INFORMAT ION

None
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PART I I I

Certain information required by Part III is omitted from this

report in that we will file a definitive proxy statement pursuant 

to Regulation 14A for our 2004 annual meeting of shareholders

not later than 120 days after the end of the fiscal year covered by

this report.

I TEM 10 . D IRECTORS AND EXECUT IVE  OFF ICERS  
OF  THE  REG ISTRANT

The information required by this item is incorporated herein by

reference to our proxy statement under the headings “Election 

of Directors – Information Regarding Nominees and Continuing

Directors and Executive Officers” and “Section 16(a) Beneficial

Ownership Reporting Compliance.”

We adopted our Code of Conduct and Ethics which was approved

by our board of directors and applies to all employees, directors

and officers, including our principal executive officer, principal

financial officer and principal accounting officer. This code is posted

on our Website at www.premiereglobal.com. We will satisfy any

disclosure requirements under Item 10 of Form 8-K regarding an

amendment to, or a waiver from, any provision of this code with

respect to our principal executive officer, principal financial offi-

cer, principal accounting officer or persons performing similar

functions by disclosing the nature of such amendment or waiver

on our Website.

I TEM 1 1 . EXECUT IVE  COMPENSAT ION

The information required by this item is incorporated herein 

by reference to our proxy statement under the headings 

“Election of Directors – Directors’ Compensation,” “Executive

Compensation,” “Report of the Compensation Committee on

Executive Compensation,” “Stock Performance Graph” and

“Compensation Committee Interlocks and Insider Participation.”

I TEM 12 . SECUR ITY OWNERSH IP OF  CERTA IN
BENEF IC IAL OWNERS AND MANAGEMENT  AND
RELATED STOCKHOLDER  MATTERS

The information required by this item is incorporated herein by

reference to our proxy statement under the headings “Security

Ownership of Certain Beneficial Owners and Management” and

“Equity Compensation Plan Information.”

I TEM 13 . CERTA IN  RELAT IONSH IPS  AND 
RELATED  TRANSACT IONS

The information required by this item is incorporated herein by

reference to our proxy statement under “Certain Transactions.”

I TEM 14 . PR INC IPAL ACCOUNTANT  FEES  
AND SERV ICES

The information required by this item is incorporated herein by

reference to our proxy statement under “Audit Matters.”

PART IV

I TEM 15 . EXH IB ITS  AND F INANC IAL
STATEMENT  SCHEDULES  

( a ) 1 . F i nanc i a l  St a t emen t s
The financial statements listed in the index set forth in Item 8 of

this report are filed as part of this report.

2 . F i nanc i a l  St a t emen t  Schedu les
There are no financial statement schedules included in this report.

3 . Exh ib i t s

PremiereFin.wpc  4/4/05  11:23 AM  Page 64



PREMIERE GLOBAL SERVICES, INC. AND SUBSIDIARIES

PREMIERE GLOBAL SERVICES 65

E x h i b i t

Nu m b e r D e s c r i p t i o n

2.1 Agreement and Plan of Merger, together with exhibits,

dated November 13, 1997 by and among Premiere

Technologies, Inc., Nets Acquisition Corp. and Xpedite

Systems, Inc. (incorporated by reference to Exhibit 99.2

to the Registrant’s Current Report on Form 8-K dated

November 13, 1997 and filed December 5, 1997, as

amended by Form 8-K/A and filed on December 23, 1997).

2.2 Agreement and Plan of Merger dated April 22, 1998 by

and among the Company, American Teleconferencing

Services, Ltd. (“ATS”), PTEK Missouri Acquisition

Corp. and the shareholders of ATS (incorporated by

reference to Exhibit 99.1 of the Company’s Current

Report on Form 8-K dated April 23, 1998 and filed on

April 28, 1998).

2.3 Membership Interests Purchase Agreement as of March 25,

2002 by and among Voicecom Telecommunications,

LLC, the Registrant, Premiere Communications, Inc., 

Voice-Tel of Canada Ltd., Intellivoice Communications,

LLC, Voice-Tel Enterprises, LLC and Voicecom

Telecommunications, Inc. (incorporated by reference to

Exhibit 2.1 of the Registrant’s Current Report on Form 8-K

dated March 26, 2002 and filed on April 10, 2002).

2.4 Bill of Sale and Assignment as of March 25, 2002 by 

and between Voicecom Telecommunications, LLC and

Premiere Communications, Inc. (incorporated by

reference to Exhibit 2.2 of the Registrant’s Current

Report on Form 8-K dated March 26, 2002 and filed 

on April 10, 2002).

2.5 Assignment and Assumption Agreement as of March 25,

2002 by and between Voicecom Telecommunications,

LLC and Premiere Communications, Inc. (incorporated

by reference to Exhibit 2.3 of the Registrant’s Current

Report on Form 8-K dated March 26, 2002 and filed on

April 10, 2002).

2.6 Asset Purchase Agreement, dated September 15, 2003,

by and among Captaris, Inc., MediaTel Corporation

(Delaware) and Xpedite Systems, Inc. (incorporated by

reference to Exhibit 2.1 of the Current Report on Form 8-K

of Captaris, Inc. filed on September 17, 2003).

2.7 Asset Purchase Agreement dated February 16, 2005 by

and among Clarinet, Inc., Premiere Global Services, Inc.,

American Teleconferencing Services, Ltd., Conference-

Call USA, LLC and Citizens Communications Company.

E x h i b i t

Nu m b e r D e s c r i p t i o n

3.1 Articles of Incorporation of Premiere Technologies, Inc.,

as amended, (incorporated by reference to Exhibit 3.1 to

the Registrant’s Quarterly Report on Form 10-Q for the

quarter ended June 30, 1998).

3.2 Articles of Amendment of Articles of Incorporation of

Premiere Technologies, Inc. (changing the name of the

Registrant to PTEK Holdings, Inc.) (incorporated by

reference to Exhibit 3.2 to the Registrant’s Annual Report

on Form 10-K for the year ended December 31, 1999 and

filed on March 30, 2001).

3.3 Articles of Amendment to Articles of Incorporation of

PTEK Holdings, Inc., (changing the name of the Registrant

to Premiere Global Services, Inc.) (incorporated by

reference to Exhibit 99.2 to the Registrant’s Current

Report on Form 8-K dated and filed on January 3, 2005).

3.4 Amended and Restated Bylaws of Premiere Technologies,

Inc., as amended (incorporated by reference to Exhibit 3.1

to the Registrant’s Amended Quarterly Report on 

Form 10-Q/A for the quarter ended June 30, 2001).

3.5 Amendment No. 6 to Amended and Restated Bylaws 

of PTEK Holdings, Inc. (incorporated by reference to

Exhibit 3.3(a) to the Registrant’s Yearly Report on 

Form 10-K for the year ended December 31, 2001).

3.6 Amendment No. 7 to Amended and Restated Bylaws 

of PTEK Holdings, Inc. (incorporated by reference to

Exhibit 3.3(b) to the Registrant’s Quarterly Report on

Form 10-Q for the quarter ended March 31, 2002, as

filed on May 15, 2002).

3.7 Amendment No. 8 to Amended and Restated Bylaws 

of PTEK Holdings, Inc. (incorporated by reference to

Exhibit 3.3(c) to the Registrant’s Quarterly Report on

Form 10-Q for the quarter ended March 31, 2002).

3.8 Amendment No. 9 to Amended and Restated Bylaws 

of PTEK Holdings, Inc. (changing the name of the

Registrant to Premiere Global Services, Inc.) (incorpo-

rated by reference to Exhibit 99.3 to the Registrant’s

Current Report on Form 8-K dated and filed on 

January 3, 2005).

4.1 See Exhibits 3.1-3.3 for provisions of the Articles of

Incorporation and Bylaws defining the rights of the

holders of common stock of the Registrant.

EXHIBIT INDEX
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E x h i b i t

Nu m b e r D e s c r i p t i o n

4.2 Shareholder Protection Rights Agreement dated June 23,

1998 between the Company and SunTrust Bank, Atlanta,

as Rights Agent (incorporated by reference to Exhibit 99.1

of the Company’s Current Report on Form 8-K dated

June 23, 1998 and filed on June 26, 1998).

4.3 Specimen Stock Certificate (incorporated by reference

to Exhibit 4.2 to the Registrant’s Registration Statement

on Form 8-A dated and filed on December 30, 2004

(No. 001-13577)).

4.7 Registration Rights Agreement, dated August 12, 2003,

by and among the Registrant, CIBC World Markets Corp.

and UBS Securities LLC (incorporated by reference to

Exhibit 4.1 of the Registrant’s Current Report on Form

8-K dated August 8, 2003 and filed on August 12, 2003).

10.1 Agreement of Lease between Corporate Property

Investors and Premiere Communications, Inc. dated 

as of March 3, 1997, as amended by Modification of

Lease dated August 4, 1997, as amended by Second

Modification of Lease dated October 30, 1997 

(incorporated by reference to Exhibit 10.19 to

Registrant’s Annual Report on Form 10-K for the 

year ended December 31, 1997).

10.2 Form of Stock Option Agreement by and between the

Registrant and certain current or former employees of

Voice-Tel Enterprises, Inc. (incorporated by reference

to Exhibit 4.4 to the Registrant’s Registration Statement

on Form S-8 (No. 333-29787)).

10.3 Premiere Technologies, Inc., Amended and Restated

1998 Stock Plan (incorporated by reference to Exhibit

10.1 to the Registrant’s Quarterly Report on Form 10-Q

for the quarter ended June 30, 1999).+

10.4 Amendment No. 1 to the Premiere Technologies, Inc.

Amended and Restated 1998 Stock Plan (incorporated

by reference to Exhibit 10.45 to the Registrant’s 

Annual Report on Form 10-K for the year ended

December 31, 1999).+

10.5 Xpedite Systems, Inc. 1993 Incentive Stock Option Plan

(assumed by the Registrant) (incorporated by reference

to Xpedite Systems, Inc. Registration Statement on

Form S-I (No. 33-73258)).

E x h i b i t

Nu m b e r D e s c r i p t i o n

10.6 Xpedite Systems, Inc. 1996 Incentive Stock Option Plan

(assumed by the Registrant) (incorporated by reference

to Xpedite Systems, Inc. Annual Report on Form 10-K

for the year ended December 31, 1995).

10.7 Xpedite Systems, Inc. Non-Employee Directors’ Warrant

Plan (assumed by the Registrant) (incorporated by

reference to Exhibit 10.31 to Xpedite Systems, Inc.

Annual Report on Form 10-K for the year ended

December 31, 1996).

10.8 Intellivoice Communications, Inc. 1955 Incentive Stock

Plan (assumed by the Registrant) (incorporated by refer-

ence to Exhibit 10.52 to the Registrant’s Annual Report

on Form 10-K for the year ended December 31, 1999).

10.9 Employment Agreement dated January 1, 2000 by and

between American Teleconferencing Services, Ltd. 

and Theodore P. Schrafft (incorporated by reference 

to Exhibit 10.1 to the Registrant’s Quarterly Report on

Form 10-Q for the quarter ended March 31, 2000).+

10.10 PTEK Holdings, Inc. 2000 Directors Stock Plan, as

amended (incorporated by reference to Appendix C to

the Registrant’s Definitive Proxy Statement distributed

in connection with the Registrant’s June 5, 2002 Annual

Meeting of Shareholders, filed on April 30, 2002).+

10.11 PTEK Holdings, Inc. 1995 Stock Plan (incorporated by

reference to Appendix C to the Registrant’s Definitive

Proxy Statement distributed in connection with the

Registrant’s June 5, 2002 Annual Meeting of Shareholders,

filed on April 30, 2002).+

10.12 Third Modification of Lease dated July 15, 1998 by 

and between The Retail Property Trust and Premiere

Communications, Inc. to the Agreement of Lease

between Corporate Property Investors and Premiere

Communications, Inc. dated October 30, 1997, as

amended by Fourth Modification of Lease dated 

August 27, 1998, as amended by Fifth Modification 

of Lease dated April 1, 1999, as amended by Sixth

Modification of Lease dated 1999 (incorporated by

reference to Exhibit 10.51 to the Registrant’s Annual

Report on Form 10-K for the year ended December 31,

2002 and filed on March 31, 2003).
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E x h i b i t

Nu m b e r D e s c r i p t i o n

10.13 Seventh Amendment to Lease dated February 28, 2001 by

and between Property Georgia OBJLW Two Corporation and

Premiere Communications, Inc. to the Agreement of

Lease between Corporate Property Investors and Premiere

Communications, Inc. dated October 30, 1997, as amended

by Eighth Amendment to Lease dated June 24, 2001

(incorporated by reference to Exhibit 10.52 to the

Registrant’s Annual Report on Form 10-K for the year

ended December 31, 2002 and filed on March 31, 2003).

10.14 Standard Office Lease dated May 23, 1996 by and between

2221 Bijou, LLC and American Teleconferencing Services,

Ltd., as amended by First Amendment to Standard Office

Lease dated May 4, 1999, as amended by Second

Amendment to Standard Office Lease dated May 1998,

as amended by Third Amendment to Standard Office

Lease dated September 1999 (incorporated by reference

to Exhibit 10.53 to the Registrant’s Annual Report on

Form 10-K for the year ended December 31, 2002 and

filed on March 31, 2003).

10.15 Stock Pledge Agreement dated January 3, 2002 by and

between Boland T. Jones and the Registrant (incorpo-

rated by reference to Exhibit 10.57 to the Registrant’s

Annual Report on Form 10-K for the year ended

December 31, 2002 and filed on March 31, 2003).+

10.16 Promissory Note dated January 3, 2002 payable to the

Registrant by Boland T. Jones (incorporated by reference

to Exhibit 10.62 to the Registrant’s Annual Report on

Form 10-K for the year ended December 31, 2002 and

filed on March 31, 2003).+

10.17 Agreement dated March 5, 2002 by and among the

Registrant and Jeffrey M. Cunningham (incorporated 

by reference to Exhibit 10.67 to the Registrant’s Annual

Report on Form 10-K for the year ended December 31,

2002 and filed on March 31, 2003).+

10.18 Lease Agreement from Townsend XPD, LLC to Xpedite

Systems, Inc. dated June 15, 2000 (incorporated by

reference to Exhibit 10.68 to the Registrant’s Annual

Report on Form 10-K for the year ended December 31,

2002 and filed on March 31, 2003).

E x h i b i t

Nu m b e r D e s c r i p t i o n

10.19 Pine Ridge Business Park Standard Office Lease dated

January 29, 1999 by and between Perg Buildings, LLC

and American Teleconferencing Services, Ltd., as

amended by First Amendment to Lease dated May 4,

1999 (incorporated by reference to Exhibit 10.69 to the

Registrant’s Annual Report on Form 10-K for the year

ended December 31, 2002 and filed on March 31, 2003).

10.20 Promissory Note dated December 29, 1997 payable to the

Registrant by Boland T. Jones (incorporated by reference

to Exhibit 10.70 to Amendment No. 1 to the Registrant’s

Annual Report on Form 10-K/A for the year ended

December 31, 2002 and filed on December 23, 2003).+

10.21 Stock Pledge Agreement dated December 29, 1997 by

and between Boland T. Jones and the Registrant (incor-

porated by reference to Exhibit 10.71 to Amendment 

No. 1 to the Registrant’s Annual Report on Form 10-K/A

for the year ended December 31, 2002 and filed on

December 23, 2003). +

10.22 Promissory Note dated December 15, 1999 payable to the

Registrant by Boland T. Jones (incorporated by reference

to Exhibit 10.72 to Amendment No. 1 to the Registrant’s

Annual Report on Form 10-K/A for the year ended

December 31, 2002 and filed on December 23, 2003).+

10.23 Stock Pledge Agreement dated December 15, 1999 

by and between Boland T. Jones and the Registrant

(incorporated by reference to Exhibit 10.73 to

Amendment No. 1 to the Registrant’s Annual Report 

on Form 10-K/A for the year ended December 31, 2002

and filed on December 23, 2003).+

10.24 Agreement for Assignment of Stock Options dated

February 5, 1999 by and among Boland T. Jones, Seven

Gables Management Company, LLC, Seven Gables

Partnership, L.P. and the Registrant (incorporated 

by reference to Exhibit 10.74 to Amendment No. 1 

to the Registrant’s Annual Report on Form 10-K/A 

for the year ended December 31, 2002 and filed on

December 23, 2003).+
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10.25 Promissory Note dated October 31, 2000 payable to the

Registrant by Boland T. Jones (incorporated by reference

to Exhibit 10.75 to Amendment No. 1 to the Registrant’s

Annual Report on Form 10-K/A for the year ended

December 31, 2002 and filed on December 23, 2003).+

10.26 Stock Pledge Agreement date October 31, 2000 by and

between Seven Gables Partnership, L.P. and the Registrant

(incorporated by reference to Exhibit 10.76 to Amendment

No. 1 to the Registrant’s Annual Report on Form 10-K/A

for the year ended December 31, 2002 and filed on

December 23, 2003).+

10.27 Promissory Note dated October 31, 2000 payable to the

Registrant by Boland T. Jones (incorporated by reference

to Exhibit 10.77 to Amendment No. 1 to the Registrant’s

Annual Report on Form 10-K/A for the year ended

December 31, 2002 and filed on December 23, 2003).+

10.28 Stock Pledge Agreement dated October 31, 2000 by 

and between Boland T. Jones and the Registrant 

(incorporated by reference to Exhibit 10.78 to

Amendment No. 1 to the Registrant’s Annual Report 

on Form 10-K/A for the year ended December 31, 

2002 and filed on December 23, 2003).+

10.29 Promissory Note dated April 17, 2001 payable to the

Registrant by Boland T. Jones (incorporated by reference

to Exhibit 10.79 to Amendment No. 1 to the Registrant’s

Annual Report on Form 10-K/A for the year ended

December 31, 2002 and filed on December 23, 2003).+

10.30 Promissory Note dated April 17, 2001 payable to the

Registrant by Boland T. Jones (incorporated by reference

to Exhibit 10.80 to Amendment No. 1 to the Registrant’s

Annual Report on Form 10-K/A for the year ended

December 31, 2002 and filed on December 23, 2003).+

10.31 Promissory Note dated April 17, 2001 payable to the

Registrant by Boland T. Jones (incorporated by reference

to Exhibit 10.81 to Amendment No. 1 to the Registrant’s

Annual Report on Form 10-K/A for the year ended

December 31, 2002 and filed on December 23, 2003).+

E x h i b i t

Nu m b e r D e s c r i p t i o n

10.32 Promissory Note dated April 17, 2001 payable to the

Registrant by Boland T. Jones (incorporated by reference

to Exhibit 10.82 to Amendment No. 1 to the Registrant’s

Annual Report on Form 10-K/A for the year ended

December 31, 2002 and filed on December 23, 2003).+

10.33 Restricted Stock Award Agreement dated November 27,

2001 by and between Boland T. Jones and the Registrant

(incorporated by reference to Exhibit 10.83 to Amendment

No. 1 to the Registrant’s Annual Report on Form 10-K/A

for the year ended December 31, 2002 and filed on

December 23, 2003).+

10.34 Promissory Note dated November 27, 2001 payable to the

Registrant by Boland T. Jones (incorporated by reference

to Exhibit 10.84 to Amendment No. 1 to the Registrant’s

Annual Report on Form 10-K/A for the year ended

December 31, 2002 and filed on December 23, 2003).+

10.35 Stock Pledge Agreement dated November 27, 2001 by

and between Boland T. Jones and the Registrant (incor-

porated by reference to Exhibit 10.85 to Amendment

No. 1 to the Registrant’s Annual Report on Form 10-K/A

for the year ended December 31, 2002 and filed on

December 23, 2003).+

10.36 Restricted Stock Award Agreement dated December 28,

2001 by and between Boland T. Jones and the Registrant

(incorporated by reference to Exhibit 10.86 to Amendment

No. 2 to the Registrant’s Annual Report on Form 10-K/A

for the year ended December 31, 2002 and filed on

January 27, 2004).+

10.37 Restricted Stock Award Agreement dated November 27,

2001 by and between Boland T. Jones and the Registrant

(incorporated by reference to Exhibit 10.87 to Amendment

No. 1 to the Registrant’s Annual Report on Form 10-K/A

for the year ended December 31, 2002 and filed on

December 23, 2003).+

10.38 Second Amendment to Employment Agreement between

Theodore P. Schrafft and American Teleconferencing

Services, Ltd. effective May 30, 2003 (incorporated by

reference to Exhibit 10.2 to the Registrant’s Quarterly

Report on Form 10-Q for the quarter ended June 30, 2003

and filed on August 14, 2003).+
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E x h i b i t
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10.39 Third Amended and Restated Executive Employment

Agreement between Boland T. Jones and the Registrant

effective June 16, 2003 (incorporated by reference to

Exhibit 10.3 to the Registrant’s Quarterly Report on

Form 10-Q for the quarter ended June 30, 2003 and

filed on August 14, 2003).+

10.40 Third Amended and Restated Executive Employment

Agreement between Jeffrey A. Allred and the Registrant

effective June 16, 2003 (incorporated by reference to

Exhibit 10.4 to the Registrant’s Quarterly Report on

Form 10-Q for the quarter ended June 30, 2003 and

filed on August 14, 2003).+

10.41 Employment Agreement between Travis Lee Provow and

Xpedite Systems, Inc. effective August 1, 2003 (incorpo-

rated by reference to Exhibit 10.1 of the Registrant’s

Quarterly Report on Form 10-Q for the quarter ended

September 30, 2003 and filed on November 14, 2003).+

10.42 Amended and Restated Promissory Note effective

September 1, 2003 payable to the Registrant by EasyLink

Services Corporation (incorporated by reference to

Exhibit 10.2 to the Registrant’s Quarterly Report on

Form 10-Q for the quarter ended September 30, 2003

and filed on November 14, 2003).

10.43 Warrant to Purchase 250,000 shares of common stock 

of the Registrant issued to AT&T Corp. dated October 20,

2003 (incorporated by reference to Exhibit 10.3 to the

Registrant’s Quarterly Report on Form 10-Q for the

quarter ended September 30, 2003 and filed on

November 14, 2003).

10.44 Form of Director Indemnification Agreement between

the Registrant and Non-employee Directors (incorpo-

rated by reference to Exhibit 10.67 to the Registrant’s

Annual Report of Form 10-K for the year ended

December 31, 2003 and filed on March 14, 2004).+

10.45 Form of Officer Indemnification Agreement between

the Registrant and each of the executive officers (incor-

porated by reference to Exhibit 10.68 to the Registrant’s

Annual Report of Form 10-K for the year ended

December 31, 2003 and filed on March 14, 2004).+

E x h i b i t

Nu m b e r D e s c r i p t i o n

10.46 PTEK Holdings, Inc. 401(k) Plan, Amendment and

Restatement, effective December 31, 2001 (incorpo-

rated by reference to Exhibit 10.69 to the Registrant’s

Annual Report of Form 10-K for the year ended

December 31, 2003 and filed on March 14, 2004).+

10.47 First Amendment to the PTEK Holdings, Inc. 401(k)

Plan, effective December 31, 2002 (incorporated by

reference to Exhibit 10.70 to the Registrant’s Annual

Report of Form 10-K for the year ended December 31,

2003 and filed on March 14, 2004).+

10.48 Second Amendment to the PTEK Holdings, Inc. 401(k)

Plan, effective December 31, 2002 (incorporated by

reference to Exhibit 10.71 to the Registrant’s Annual

Report of Form 10-K for the year ended December 31,

2003 and filed on March 14, 2004).+

10.49 Credit Agreement dated June 30, 2004 among PTEK

Holdings, Inc., as Borrower, Certain Subsidiaries and

Affiliates of the Borrower, as Guarantors, the Lenders

Party thereto, Bank of America, N.A., as Administrative

Agent and Collateral Agent, and LaSalle Bank National

Association, as Syndication Agent and Co-Lead Arranger

(incorporated by reference to Exhibit 10.1 to the

Registrant’s Quarterly Report on Form 10-Q for the quar-

ter ended June 30, 2004 and filed on August 9, 2004).

10.50 Security Agreement dated June 30, 2004 among PTEK

Holdings, Inc., American Teleconferencing Services, Ltd.,

Premiere Conferencing Network Services, Inc., PTEK

Services, Inc., Xpedite Network Services, Inc., Xpedite

Systems, Inc., Xpedite Systems Worldwide, Inc. and

Bank of America, N.A., as Collateral Agent (incorpo-

rated by reference to Exhibit 10.2 to the Registrant’s

Quarterly Report on Form 10-Q for the quarter ended

June 30, 2004 and filed on August 9, 2004).

10.51 Pledge Agreement dated June 30, 2004 among PTEK

Holdings, Inc., American Teleconferencing Services,

Ltd., Premiere Conferencing Networks, Inc., PTEK

Services, Inc., Xpedite Network Services, Inc., Xpedite

Systems, Inc., Xpedite Systems Worldwide, Inc. and

Bank of America, N.A., as Collateral Agent (incorpo-

rated by reference to Exhibit 10.3 to the Registrant’s

Quarterly Report on Form 10-Q for the quarter ended

June 30, 2004 and filed on August 9, 2004).
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10.52 First Amendment to Employment Agreement dated

August 24, 2004 by and between Xpedite Systems, Inc.

and Travis Lee Provow (incorporated by reference to

Exhibit 99.1 to the Registrant’s Current Report on Form

8-K dated August 24, 2004 and filed August 27, 2004).+

10.53 Employment Letter dated September 30, 2004 by and

between PTEK Holdings, Inc. and Michael E. Havener

(incorporated by reference to Exhibit 99.1 to the

Registrant’s Current Report on Form 8-K dated

September 30, 2004 and filed October 1, 2004).+

10.54 Amendment No. 1 to Credit Agreement, dated February 2,

2005, by and among Premiere Global Services, Inc., as

Borrower, Bank of America, N.A., as Administrative

Agent, and the Guarantors and the Lenders that are

parties thereto (incorporated by reference Exhibit 10.1

to the Registrant’s Current Report on Form 8-K dated

February 5, 2004 and filed on February 3, 2004).

10.55 Premiere Global Services, Inc. 2004 Long-Term

Incentive Plan, as amended (incorporated by reference 

to Appendix B to the Registrant’s Definitive Proxy

Statement distributed in connection with the

Registrant’s June 3, 2004 Annual Meeting of

Shareholders, filed on April 28, 2004).

10.56 Third Amendment to the Premiere Global Services, Inc.

401(k) Plan effective January 3, 2005.+

10.57 Fourth Amendment to Standard Office Lease effective

March 1, 2005 by and between 2221 Bijou, LLC and

American Teleconferencing Services, Ltd. to the

Standard Office Lease dated May 23, 1996, as amended.

10.58 Partial Termination of Lease and Mutual Release dated

April 16, 2004 between Property Georgia OBJWL Two

Corporation and Premiere Technologies, Inc. to the

Agreement of Lease between Corporate Property

Investors and Premiere Communications, Inc. dated

October 30, 1997, as amended.

E x h i b i t

Nu m b e r D e s c r i p t i o n

16.1 Letter from PricewaterhouseCoopers LLP dated May 12,

2003 (incorporated by reference to the Registrant’s

Current Report on Form 8-K dated May 5, 2003 and

filed on May 12, 2003).

21.1 Subsidiaries of the Registrant.

23.1 Consent of Deloitte & Touche LLP.

23.2 Consent of PricewaterhouseCoopers LLP.

31.1 Certification of Chief Executive Officer pursuant to 

Rule 13a-14(a)/15d-14(a) of the Securities Exchange 

Act of 1934.

31.2 Certification of Chief Financial Officer pursuant to 

Rule 13a-14(a)/15d-14(a) of the Securities Exchange 

Act of 1934.

32.1 Certification of Chief Executive Officer pursuant to 

Rule 13a-14(b)/15d-14(b) of the Securities Exchange

Act of 1934 and 18 U.S.C. Section 1350.

32.2 Certification of Chief Financial Officer pursuant to 

Rule 13a-14(b)/15d-14(b) of the Securities Exchange

Act of 1934 and 18 U.S.C. Section 1350.

* Confidential treatment has been granted. The copy on file as an

exhibit omits the information subject to the confidentiality

request. Such omitted information has been filed separately

with the Commission.

+ Management contract or compensatory plan or arrangement

required to be filed as an exhibit to this form pursuant to 

Item 15(b) of this report.
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be

signed on its behalf by the undersigned, thereunto duly authorized.

PREMIERE GLOBAL SERVICES, INC.

By: /s/ Boland T. Jones

Boland T. Jones, Chairman of the Board

and Chief Executive Officer

Date: March 14, 2005

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, this report has been signed below by the

following persons on behalf of the registrant in the capacities and on the dates indicated.

SIGNATURE TITLE DATE

/s/ Boland T. Jones Chairman of the Board and Chief March 14, 2005

Executive Officer (principal

Boland T. Jones executive officer) and Director

/s/ Michael E. Havener Chief Financial Officer March 14, 2005

(principal financial and

Michael E. Havener accounting officer)

/s/ Raymond H. Pirtle, Jr. Director March 14, 2005

Raymond H. Pirtle, Jr.

/s/ Jeffrey A. Allred President and Chief Operating March 14, 2005

Officer and Director

Jeffrey A. Allred

/s/ Jeffrey T. Arnold Director March 14, 2005

Jeffrey T. Arnold

/s/ John R. Harris Director March 14, 2005

John R. Harris

/s/ J. Walker Smith, Jr. Director March 14, 2005

J. Walker Smith, Jr.

/s/ Wilkie S. Colyer Director March 14, 2005

Wilkie S. Colyer

SIGNATURES
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I, Boland T. Jones, certify that:

1. I have reviewed this Annual Report on Form 10-K of Premiere Global Services, Inc;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary

to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to

the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material

respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 

(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act

Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under 

our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made

known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed

under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of

financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions

about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such

evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the 

registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially

affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial

reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the

equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which

are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s

internal control over financial reporting.

Date: March 14, 2005 /s/ Boland T. Jones

Boland T. Jones

Chief Executive Officer

Premiere Global Services, Inc.
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CERTIF ICATION

I, Michael E. Havener, certify that:

1. I have reviewed this Annual Report on Form 10-K of Premiere Global Services, Inc;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary

to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to

the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material

respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 

(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act

Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our

supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made

known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed

under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of

financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions

about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such

evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s

most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is

reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial

reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the

equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which

are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information;

and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s

internal control over financial reporting.

Date: March 14, 2005 /s/ Michael E. Havener

Michael E. Havener

Chief Financial Officer

Premiere Global Services, Inc. 
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In connection with the Annual Report of Premiere Global Services, Inc. (the “Company”) on Form 10-K for the year ended December 31, 2004

as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, Boland T. Jones, Chief Executive

Officer of the Company, certifies, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations 

of the Company.

/s/ Boland T. Jones

Boland T. Jones

Chief Executive Officer

Premiere Global Services, Inc.

March 14, 2005

STATEMENT OF CHIEF F INANCIAL OFFICER
OF PREMIERE GLOBAL SERVICES, INC.

pursuant to 18 U.S.C. Section 1350, as adopted pursuant to

§ 906 of the Sarbanes-Oxley Act of 2002

In connection with the Annual Report of Premiere Global Services, Inc. (the “Company”) on Form 10-K for the year ended December 31, 2004

as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, Michael E. Havener, Chief Financial

Officer of the Company, certifies, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations 

of the Company.

/s/ Michael E. Havener

Michael E. Havener

Chief Financial Officer

Premiere Global Services, Inc.

March 14, 2005

STATEMENT OF CHIEF EXECUTIVE OFFICER
OF PREMIERE GLOBAL SERVICES, INC.

pursuant to 18 U.S.C. Section 1350, as adopted pursuant to

§ 906 of the Sarbanes-Oxley Act of 2002
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Twelve Months Ended December 31,

2 0 0 4 2 0 0 3 2 0 0 2

NORMALIZED OPERATING INCOME

Operating Income as reported $71,394 $37,199 $24,905
Add back: 

Restructuring costs – 10,947 1,834
Asset impairments – – 3,202
Net legal settlements and related expenses – – 7,325

Normalized operating income $71,394 $48,147 $37,266

NORMALIZED INCOME FROM CONTINUING OPERATIONS

Income from continuing operations for purposes of computing diluted income per share $42,071 $27,886 $14,423
Elimination of one time tax adjustments (3,086) (9,026) (5,154)
Elimination of restructuring costs (tax effected at 40%) – 4,379 1,100
Elimination of asset impairments (tax effected at 40%) – – 1,921
Elimination of net legal settlements (tax effected at 40%) – – 4,395
Elimination of gain on prepayment of note receivable (tax effected at 38.4%) (5,248) – –
Elimination of gain on Cable & Wireless (tax effected at 38.9%) (260) – –
Debt conversion costs (tax effected at 38.9%) 10,403 – –
Normalized income from continuing operations $43,880 $23,239 $16,685

NORMALIZED DILUTED EPS FROM CONTINUING OPERATIONS

From continuing operations $ 0.58 $ 0.45 $ 0.26
Elimination of one time tax adjustments (0.04) (0.15) (0.09)
Elimination of restructuring costs (tax effected at 40%) – 0.07 0.02
Elimination of asset impairments (tax effected at 40%) – – 0.03
Elimination of net legal settlements (tax effected at 40%) – – 0.08
Elimination of gain on prepayment of note receivable (tax effected at 38.4%) (0.07) – –
Elimination of gain on Cable & Wireless (tax effected at 38.9%) (0.00) – –
Debt conversion costs (tax effected at 38.9%) 0.14 – –
Normalized diluted EPS from continuing operations $ 0.61 $ 0.38 $ 0.30

Normalized operating income, normalized income from continuing operations and normalized diluted EPS from continuing operations are non-GAAP financial

measures. Management believes that these measures provide useful information regarding underlying trends in our continuing operations by excluding non-

recurring items that are unrelated to our ongoing operations. These non-GAAP measures are not a substitute for GAAP measures of financial performance and

should not be construed as an inference that our future results will be unaffected by unusual or non-recurring items.

RECONCILIATION OF NON-GAAP FINANCIAL MEASURES
In  t h o u s a n d s  ( u n a u d i t e d )
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CORPORATE PROFILE
Premiere Global Services, Inc. is a leading outsource provider of business communications services and 

business process solutions. Our mission is to help our enterprise customers automate and simplify their 

critical business processes with our communication technologies-based solutions.

We offer data management and delivery solutions and conferencing and collaboration services to an 

established customer base of greater than 45,000 enterprise accounts in 19 countries worldwide.

FINANCIAL HIGHLIGHTS

from continuing operations, in thousands except per share data 2 0 0 4 2 0 0 3 2 0 0 2

Revenues $449,371 $381,280 $341,253

Normalized operating income* 71,394  48,147 37,266

GAAP operating income 71,394 37,199 24,905

Normalized income from continuing operations* 43,880 23,239 16,685

GAAP income from continuing operations 42,071 27,886 14,423

Normalized diluted EPS from continuing operations* 0.61 0.38 0.30

GAAP diluted EPS from continuing operations 0.58 0.45 0.26

Cash flow from operating activities 82,495 59,834 37,244

Shareholders’ equity 266,930 133,718 84,338

* Indicates a non-GAAP financial measure – see table immediately following our Form 10-K in this annual report.

BOARD OF DIRECTORS EXECUTIVE MANAGEMENT

SHAREHOLDER INFORMATION

Headquarters

Premiere Global Services, Inc.

3399 Peachtree Road, NE

The Lenox Building, Suite 700

Atlanta, GA 30326-1120

404.262.8400

Annual Meeting of Shareholders

will be held at 10:00 a.m. MT

Wednesday, May 4, 2005

Antlers Hilton

4 South Cascade Avenue

Colorado Springs, CO 80903

Transfer Agent and Registrar

SunTrust Bank Atlanta

Stock Transfer Department

P.O. Box 4625

Atlanta, GA 30302

800.568.3476

Independent Auditors

Deloitte & Touche, LLP

Atlanta, GA

Investor Relations Contact

Sean P. O’Brien, Senior Vice President

Strategic Planning and Investor Relations

404.262.8462

sean.obrien@premiereglobal.com

Marketing and Media Contact

Randy Salisbury, Executive Vice President

Chief Marketing Officer

404.262.8461

randy.salisbury@premiereglobal.com

Stock Listing

Our common stock is traded on the New York 

Stock Exchange® under the symbol “PGI”.

Our Chief Executive Officer has certified to the NYSE 

that he is not aware of any violation by us of the NYSE’s 

corporate governance listing standards.  

Annual Report

An online version of this Annual Report is available 

on our Website (www.premiereglobal.com) in the

Shareholder Information section.

Form 10-K and Shareholder Reports

A copy of our Annual Report on Form 10-K, as filed 

with the Securities and Exchange Commission, exclud-

ing exhibits, has been included herein. Additional

copies of our Form 10-K, including exhibits, are 

available free of charge by accessing our Website

(www.premiereglobal.com) or by written request 

to L. Scott Askins, Secretary, at our headquarters.

© 2005 Premiere Global Services, Inc. 

Design: www.crittgraham.com

Boland T. Jones

Chairman and Chief Executive Officer

Premiere Global Services, Inc.

Jeffrey A. Allred

President and Chief Operating Officer

Premiere Global Services, Inc.

Jeffrey T. Arnold 1

Chairman and Chief Executive Officer

The Convex Group

Wilkie S. Colyer 2, 3

Principal and Partner

The Breckenridge Group, Inc.

John R. Harris 1, 2

Former Chief Executive Officer

Applied Graphics  Technologies, Inc.

Raymond H. Pirtle, Jr.1

Chief Manager 

Claridge Company, LLC

J. Walker Smith, Jr.3

President

Yankelovich Partners, Inc.

1 Audit Commitee
2 Compensation Committee
3 Nominating and Governance Committee

Boland T. Jones

Chairman and Chief Executive Officer

Jeffrey A. Allred

President and Chief Operating Officer

Theodore P. Schrafft

President

Conferencing & Collaboration

T. Lee Provow

President

Data Communications

Michael E. Havener

Chief Financial Officer

Randolph W. Salisbury

Executive Vice President

Chief Marketing Officer
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