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Business Description

Ptek Holdings, Inc. develops innovative 
business communications solutions for 
global enterprises. Our services enable 
companies to better communicate 
with constituents, acquire and retain 
customers and automate business 
processes, and are marketed under the 
Premiere Conferencing and Xpedite®

brand names.

Ptek is headquartered in Atlanta, Georgia,
and is traded on the NASDAQ National
MarketSM under the symbol PTEK.

Financial Highlights
(from continuing operations, in thousands except per share data) 2003 2002

Revenues $381,280 $341,253

Operating income $ 37,199 $ 24,905

Income from continuing operations $ 26,913 $ 14,423

Diluted EPS $ 0.45 $ 0.26

Total assets $339,297 $352,093

Total debt $105,000 $180,227

Shareholders’ equity $133,718 $ 84,338

Cash flow from operating activities $ 59,834 $ 37,244

 



WE ARE IN THE BUSINESS OF PROVIDING INNOVATIVE COMMUNICATIONS SOLUTIONS

TO GLOBAL ENTERPRISES. Companies use our audio and Web conferencing and

high-volume information processing and delivery services to conduct group meetings

and presentations over the phone or Web and to manage and deliver to their customers

and constituents large quantities of individualized, business critical information.

Using our secure and reliable data platform, our clients can process electronic statements

and invoices, financial transaction and travel confirmations, and drug prescriptions.

Ptek serves companies in nearly every business sector, including healthcare, technology,

publishing, financial services, travel and hospitality.

PTEK

 



Dear Fellow Shareholders

I am proud to report that 2003 was a year of significant achievements for Ptek. We generated improved

results in every meaningful category, including revenue growth, cash flow generation, increased

profitability and a strengthened balance sheet. 

•PTEK REMAINING FOCUSED

As in past years, at the beginning of 2003 we set out three main goals for the company:

1. Grow revenues by innovating new solutions

2. Improve profitability through increased operating efficiencies 

3. Increase institutional ownership of our stock

I am happy to report we accomplished all three.

In 2003, we made great strides in growing our consolidated revenues, generating

$381.3 million, an increase of nearly 12% from the $341.3 million we reported in

2002. At Xpedite, revenue increased 10.3% for the year, primarily led by

increased sales of our new services. Revenue at Premiere Conferencing

grew 13.9%, primarily due to continued strength in our automated and

Web products. 

Ptek outperformed the majority of our peers in profitability growth,

with income from continuing operations up 86.7% to $26.9 million

in the last year. This growth was primarily a result of our aggres-

sive cost reductions, development of our higher margin busi-

nesses and the leveraging of our fixed-cost infrastructure. On the

bottom line, diluted EPS from continuing operations totaled $0.45,

a significant increase from $0.26 in 2002.

Cash flow from operating activities increased 90.3% to

$59.8 million, driven by revenue growth, improved operating 

efficiencies and lower DSOs. We used our cash primarily to reduce

debt in 2003, bringing our net debt (total debt less cash and equiva-

lents) down nearly 28% to approximately $81 million at year-end.

To achieve our third goal, we raised awareness of our stock

among institutional investors and Wall Street analysts with monthly

investor roadshows to key markets and presentations at various

financial conferences. As a result, institutional ownership of our 

stock has increased to greater than 80% of shares outstanding, up from

25% just two years ago. Through reliable and consistent communication with

the investment community, we are gaining recognition as a valuable investment.

•EXECUTING A PLAN THAT WORKS

A key to our success is continuing to provide reliable business communications solutions that enable

enterprises to operate more efficiently. Our more than 32,000 corporate accounts depend on us for

the secure, reliable transfer of information. We constantly strive to provide these services at a level

that exceeds their expectations.

From our operators, to our sales personnel, to our technology teams and client services around

the world, we are dedicated to delivering impeccable performance. It’s a commitment that has helped

us build a client roster that is the envy of our peers.

We continue to enhance our product suite, and in 2003 we launched new services at both of our

business units. Through constant innovation, we are meeting the information needs of our clients

while enhancing our market leadership position.

For example, with Fax2MailSM, our proprietary document management solution, our customers can

save money and increase productivity by replacing expensive fax machines and phone lines with an

easy-to-use service that enables their employees to send and receive faxes directly through their existing

e-mail system. This service has already gained a foothold with a number of our Fortune 500 customers.

Additionally, ReadyConference®Plus, our inexpensive and easy-to-use data collaboration service,

enables our thousands of audio-only automated conference users to include interactive slide pre-

sentations along with their calls. Importantly, by combining both data and voice controls on a simple,
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intuitive Web-based interface, we enable the conference host to manage all aspects of the call directly from the desktop.

Thousands of our ReadyConference® customers have already signed up for this new service.

•CONTINUING TO LEAD THE MARKET

For 2004, we have again established three important objectives that we believe will increase shareholder value.

Looking ahead, we are focused on:

• Continuing to increase revenues and earnings

• Using our solid balance sheet and cash flow opportunistically 

• Building on our history of delivering innovative, value-added services

I am confident in Ptek’s ability to meet each of these goals. As more companies are introduced

to our innovative services, we believe that revenues should continue to grow. To reach new customers, we

have launched several new marketing initiatives that expand channels of distribution. These

include aggressively pursuing strategic relationships and independent sales agents to mar-

ket our services, and implementing direct marketing programs aimed at the small-busi-

ness customer.  

In 2003, we began a highly focused cost control program. This initiative has already

proven beneficial, as we lowered total G&A expense for the year to less than 15% of

revenues. Looking ahead, we remain committed to continuing to drive down costs, and

believe we can find additional savings in our operating model.

The cash flow resulting from revenue growth and increased efficiency can

be used to reduce debt or make selective acquisitions that meet our strict criteria

and that will help increase our industry leadership position. In addition, we will

continue to design, develop and test new services to meet our clients’ needs.

•ON THE VOIP FRONTIER 

You hear a lot these days about VoIP (Voice-over-Internet Protocol) and may wonder

how this technology affects our business. Simply put, VoIP is a way of delivering

voice in the same manner as data, over Internet protocol-based networks, rather

than the traditional phone system. The promise of this new technology is that it

can drive down transmission costs and increase the features that service providers

like Ptek can offer customers. Ptek has been a leader in adopting this promising

technology, and we have integrated VoIP in different parts of our network for more than

a year. Currently, most of our new services, and more than a third of all voice traffic at

Xpedite, utilize VoIP for delivery.

As VoIP becomes more pervasive and the lines between voice and data continue to blur,

it will ultimately facilitate a true convergence of many of our services from both of our business

units. This convergence of voice and data should provide our company with more cross-selling opportu-

nities as the office of the CTO and CIO of our customers become more involved with the purchases of our serv-

ices. We will continue to adopt and leverage this and other technologies to our benefit in the years ahead. 

I am excited about our future and the direction of our company. Our overriding objectives remain to provide 

innovative communications solutions that meet our customers’ needs and to provide superior results for our 

stakeholders. Since I started this company over 14 years ago, Ptek has consistently led the industry through reliability,

creative ingenuity and unsurpassed customer support. On behalf of our nearly 2,000 associates around the world, 

I am proud that we continue with the same passion and devotion.

Sincerely,

BOLAND T. JONES

Chairman and Chief Executive Officer

April 2004
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$5.5Billion of
Possibilities
A GLOBAL MARKET

Businesses are expanding. Sales forces, customer bases, even management

teams are constantly spreading farther apart. This trend has created the

need for operations and communications to be always available, 24/7, anywhere

in the world, establishing a growing, global market for both of our business

units. Xpedite: Electronic messaging via e-mail, fax, voice and text messaging

are a constant point of contact for customers, employees and shareholders,

creating a $2.3 billion market.1 Premiere Conferencing: Globalization, new

technology and the expense and inconvenience of business travel have fueled

a $3.2 billion global audio and Web conferencing market.2

PTEK’S MARKETS

Xpedite: As the world’s largest outsource message provider, Xpedite delivers

11 million to 12 million data communications each day, generating $223.8 mil-

lion in revenue last year. Premiere Conferencing: Premiere Conferencing is a

leading independent conferencing provider, hosting five to six million conferenc-

ing minutes per day. Last year we hosted more than 1.3 billion conferencing

minutes, connecting more than 20 million participants and generating 

$157.7 million in revenue.

1 Davidson Consulting Estimates 2003 –2006
2 Wainhouse Research Estimates 2003 –2006
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As the market for cell phones, 
PDAs, and laptops grows, so 
does the need for flexibility in 
delivering critical information.
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PREMIERE CONFERENCING 

• Over 68,000 conferencing ports worldwide

• Full-service operations centers in Colorado
Springs, Colorado; Lenexa, Kansas; Sydney,
Australia; and Clonakilty, Ireland

• Automated bridging facilities in the United States,
Canada, Australia, New Zealand, Hong Kong,
Singapore, Japan, France, Germany, Ireland 
and the United Kingdom

XPEDITE

• Over 68,000 messaging ports worldwide

• Domains in Australia, Japan, Korea, 
the United Kingdom, the United States 
and France

• Remote nodes in Germany, Switzerland,
Canada, Spain, Italy, Malaysia, Taiwan, 
Hong Kong and Singapore

CONNECTING THE WORLD

We help companies at hundreds of point A’s to concurrently connect with a million point B’s. Xpedite: Sending one monthly

statement via encrypted e-mail can save a financial institution several dollars in postage, printing and paper alone. Our SecureMailSM

service automates this expensive process in a dependable and efficient manner. Premiere Conferencing: We help dispersed

organizations around the world conduct daily, weekly and monthly meetings, saving our customers millions of dollars in travel

expenses and employee downtime.

GLOBAL INFRASTRUCTURE

To facilitate our clients’ worldwide needs, we have created a robust global infrastructure. This reach allows us to serve our

multinational customers and protect our industry-leading reputation. Xpedite: Xpedite has operating centers on four continents

with sales and technical staff in 18 countries. Premiere Conferencing: Premiere Conferencing has a multinational presence

with full-service call centers in the United States, Ireland and Australia and operations in 12 countries around the world.

HUNDREDS OF BUYERS FROM 

LONDON TO SHANGHAI LISTEN 

TO A PREMIERE CONFERENCING

CLIENT’S NEW PRODUCT LAUNCH.
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A Global Infrastructure
Serving Global 
Companies

PTEK’S 
GLOBAL FOOTPRINT

We have the capacity to instantly
connect all corners of the globe –
using data, voice or both.



The Automation 
of Communication
CREATING MORE EFFICIENCIES  

Through our global data platform, Ptek delivers clients’ information to the correct location in the appropriate, customized form.

We take labor-intensive processes and make them simple and cost effective for our customers. For example, we can send and

receive payments electronically, confirm reservations and stock trades via fax or e-mail, and send e-invoices instead of paper.

Simply put, we help businesses communicate efficiently and effectively.

Xpedite: Xpedite has the power to reach millions of recipients instantaneously through the most secure methods. Our technology

allows large quantities of data to be handled without long lead times or expensive overhead. Premiere Conferencing: Today,

people and businesses are more accustomed to meeting via phone or over the Internet – or both. Through innovating new

technology, Premiere Conferencing is continuing to change the way companies collaborate.

XPEDITE EMPOWERS FINANCIAL

INSTITUTIONS TO PROCESS 

AND DELIVER TRANSACTIONS

24 HOURS A DAY. 

REVENUE MIX, 2000 REVENUE MIX, 2003
Innovative new services drive revenue.
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PREMIERE CONFERENCING ALLOWS

10,000 EMPLOYEES IN 20 DIFFERENT

COUNTRIES TO DIAL IN TO THEIR

CEO’S CONFERENCE CALL.

At the Center of the
Next Revolution

INNOVATIVE NEW PRODUCTS

One of Ptek’s main growth strategies has been to lead through innovation. 

To meet this initiative, we have piloted a number of advances in the processing

and transfer of business information. Xpedite: This year, Xpedite continued

its role as a market leader by launching Fax2MailSM, a document management

solution that saves our customers money by enabling them to deliver and

receive faxes via their existing e-mail systems. Premiere Conferencing: Our

new ReadyConference®Plus service enables our audio-only customers to add 

enhanced slide presentations to their call via the Internet. These two new 

products exemplify our commitment to innovation, and we look for them 

both to contribute to our growth.

A VOIP COMPANY

As VoIP emerges, it is beginning to change the way businesses share information,

by transmitting voice in the same way as data – over Internet protocol-based

networks instead of the public telephone system. As a leader in data delivery

and collaboration, this technology will ultimately enable true convergence of

our services at both business units. Ptek has utilized VoIP in our network for

more than a year and is uniquely positioned at the forefront of this promising

new technology. Currently, most new services we deploy and more than a third

of voice traffic at Xpedite utilize VoIP for delivery.

ReadyConference®Plus  
Integrated, easy-to-use on-demand
audio and Web conferencing service

ReadyConference®Global Meet
Local market access to cost-
effectively conduct global
conference calls

Fax2MailSM

Subscription service that enables
users to send, receive and archive
faxes through their existing e-mail
accounts

SecureMailSM

Encrypted e-mail delivery of
sensitive information, such as
financial statements

eStatements
Web presentment or secure e-mail
delivery of customer statements

eInvoicing
B-to-B solution that offers Web
presentment of invoices, dispute
resolution and payment options

Campaign Management
Advanced permission-based 
e-mail marketing solution that 
helps optimize results from direct
marketing campaigns

NEW PRODUCTS
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PTEK
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

FOR ANNUAL AND TRANSITIONAL REPORTS
PURSUANT TO SECTIONS 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

[X] Annual report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 
for the fiscal year ended December 31, 2003.

Commission file number: 0-27778

PTEK HOLDINGS, INC.
(Exact name of registrant as specified in its charter)

Georgia 59-3074176
(State or other jurisdiction (I.R.S. Employer

of incorporation or organization) Identification No.)

3399 Peachtree Road, N.E., The Lenox Building, Suite 700, Atlanta, Georgia 30326
(address of principal executive office)

(Registrant’s telephone number, including area code): (404) 262-8400

Securities registered pursuant to Section 12(b) of the Act:

None None
(Title of each class) (Name of each exchange on which registered)

Securities registered pursuant to Section 12(g) of the Act: 

Common Stock, Par Value $0.01 Per Share
(Title of class)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required
to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes [X] No [ ]

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, 
and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated
by reference in Part III of this Form 10-K or any amendment to this Form 10-K. [ ]

Indicate by check mark whether the registrant is an accelerated filer (as defined in Exchange Act Rule 12-b-2)
Yes [X] No [ ]

The aggregate market value of voting and non-voting stock held by non-affiliates of the registrant, based upon the closing
sale price of common stock on June 30, 2003 as reported by The Nasdaq Stock Market’s National Market, was approxi-
mately $232,045,585. As of March 8, 2004 there were 58,009,287 shares of the registrant’s common stock outstanding.

List hereunder the documents incorporated by reference and the part of the Form 10-K (e.g., Part I, Part II, etc.) into which
the document is incorporated: Portions of the registrant’s proxy statement for its 2004 annual meeting of shareholders are
incorporated by reference in this Form 10-K.
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PTEK HOLDINGS,  INC.  AND SUBSIDIARIES

PART I

I T E M  1 .  B U S I N E S S

OVERVIEW
PTEK Holdings, Inc., a Georgia corporation (“PTEK” or the
“Company”), is a global provider of business communications
services to large- and medium-sized enterprise customers. The
Company has two business units, Premiere Conferencing and
Xpedite. Premiere Conferencing offers a variety of conferencing
and Web-based data collaboration services, and Xpedite offers
enhanced electronic messaging services through various modal-
ities, including e-mail, fax, wireless and voice. The Company
has a worldwide presence and an established customer base of
over 32,000 corporate accounts, including a majority of the
Fortune 500, spanning virtually every major industry.

A large number of businesses rely on data, audio and Web con-
ferencing or electronic transactional messaging to manage a
wide variety of important business communications. The rapid
proliferation of these technologies and the growing complexity
of service requirements have motivated companies to outsource
these managed group communications requirements. In addition,
the current geopolitical climate and corporate cost-cutting
trends have encouraged companies to replace business travel
with more convenient, reliable and economical communications
such as conferencing and messaging.

For the year ended December 31, 2003, segment revenues for
Premiere Conferencing and Xpedite were 41.4% and 58.7%,
respectively, before eliminations of consolidated revenues.
Geographic revenues for North America, Asia Pacific and
Europe were 64.7%, 17.1% and 18.2%, respectively, of consoli-
dated revenues for 2003.

To better serve PTEK’s global corporate customers, the Company
has launched new services and enhancements to existing serv-
ices at each of its business units to help position them in larger
market categories. Premiere Conferencing has expanded into
automated and Web-based data conferencing services, and
Xpedite has developed a suite of transactional e-mail, wireless
and voice-based messaging services.

PTEK was incorporated in Florida in 1991 and reincorporated
in Georgia in 1995. The Company’s corporate headquarters 
are located at 3399 Peachtree Road, NE, The Lenox Building,
Suite 700, Atlanta, GA 30326, and the telephone number is
(404) 262-8400.

INDUSTRY BACKGROUND
Nearly everywhere in the world, the bulk of business communi-
cations is done through telephone and Web-based conferencing,
e-mail, fax and voice mail messaging. This explosion of commu-
nications in various forms has forced more and more companies
to outsource their managed group communications needs.

The conferencing and Web-based collaboration market is
projected to reach $4.3 billion by 2006 (Source: Wainhouse
Research). The multimedia messaging segment, which tradition-
ally combines outsourced e-mail, voice and fax, is projected to
reach $2.7 billion by 2006 (Source: Davidson Consulting). PTEK
provides market leading services in both of these categories.

Today, PTEK’s services, combined with its global infrastructure,
are the primary conduits for literally billions of business com-
munications each year.

SERVICE OFFERINGS
PTEK’s business communications services are provided through
its two business units – Premiere Conferencing and Xpedite.

Premiere Conferencing offers a full suite of integrated 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 meet-
ings. Premiere Conferencing provides group communications
services for leading companies in virtually every major indus-
try. Premiere Conferencing hosted more than 1.3 billion
conferencing minutes in 2003.

Utilizing proprietary software technology, Premiere
Conferencing offers ReadyConference®, its automated confer-
encing service that does not require hands-on involvement
from an operator. These automated services allow users to
begin and conduct their conference calls without the assistance
of an operator or the need of a reservation via a dedicated dial-
in number and passcode available for use anytime. In addition,
Premiere Conferencing’s ReadyConference® Global Meet service
provides local access for international users for audio confer-
encing via a voice-over-IP (“VoIP”)-based network. This service
enables international callers to dial into a local number and
connect to a conference call in North America without the
need to use international long distance toll calls.

Premiere Conferencing’s PremiereCall services provide cus-
tomers with operator assistance to introduce the speakers and
topics, give participants instructions and monitor all facets of 
a conference. In addition, PremiereCall Event management
services provide a dedicated team and professional announcer
to work with any customization requests. Typical PremiereCall
applications include sales meetings, investor relations calls, press
conferences, customer seminars, product rollouts, continuing
medical and legal education and branded customer seminars.
Premiere Conferencing’s automated entry into an operator-
assisted service, PremiereCall Auditorium®, enables customers
to start a larger-scale conference immediately using automated
passcode access, while still utilizing the resource of a dedicated
operator during the entire call. Premiere Conferencing’s client
services team understands the importance of professional,
secure communications and works closely with its customers
to ensure a successful conference.

P T E K  H O L D I N G S ,  I N C . 1
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Premiere Conferencing’s suite of Web-based data collaboration
services efficiently combines the visual power of the Internet
with its audio conferencing capabilities to provide real-time,
multimedia presentation services. Premiere Conferencing
recently released ReadyConference Plus, a data collaboration
service which offers customers a simplified Web interface to
manage audio conference calls and share slide presentations.
Premiere Conferencing also offers VisionCast® and ReadyCast®.
Customers use VisionCast to conduct large, interactive events,
such as training, seminars, company meetings, focus groups
and media conferences. VisionCast can be used in conjunction
with PremiereCall services and includes features such as chat,
Web tours, polling, whiteboarding, record and playback capa-
bilities, roll call and live demo options. ReadyCast combines
similar data collaboration capabilities for smaller meetings with
the cost efficiency and convenience of the ReadyConference
automated conferencing service. As part of its Web-based serv-
ices, Premiere Conferencing also offers SoundCast®, an audio
streaming technology that provides live Internet streaming to
simulcast a live conference call or recorded presentation over
the Web.

Premiere Conferencing services are available globally through
its network of operations centers and international toll-free
numbers. Premiere Conferencing has bridging and sales infra-
structure in the United States, Canada, Australia, New Zealand,
Hong Kong, Singapore, Japan, France, Germany, Ireland and
the United Kingdom.

Xpedite offers a comprehensive suite of messaging services
that enables actionable two-way communications which allow
companies to better acquire and retain customers as well as
automate their core business processes. Xpedite provides tai-
lored services that help businesses manage the electronic deliv-
ery of critical time-sensitive information, such as mortgage rate
updates, equity research reports and regulatory updates to their
customers, trading partners and constituents. Xpedite also
offers transaction-based communications services for reservation
confirmations, proof of delivery notices, lab results, subscription
renewal notices, account statements, invoices and collection
notices. By automating key business processes, Xpedite can
also help global enterprise customers better manage their elec-
tronic order fulfillment and account payment settlement. Xpedite
provides services to almost half of the global Fortune 500 com-
panies across nearly every business sector, including financial
services, professional associations, travel, hospitality, publish-
ing, technology and manufacturing. Xpedite processed nearly
three billion messages in 2003 through its proprietary commu-
nications platform.

Xpedite’s messageREACH® e-mail service provides control,
tracking, security, personalization and automated administra-
tion for high volume e-mail and e-commerce applications. This
service includes transactional message support for applications
such as trade and account balance confirmations, billing and 

invoicing, as well as campaign management capabilities for
large-scale e-marketing applications. Among the advanced
features built into the service are support for the distribution
and collection of forms, multiple layers of encryption and levels
of password protection, anti-spam, opt-out protection, auto-
mated personalization of messages with text and graphical
inserts, opt-in list building and the hosting of customer data-
bases for campaign management. Customers can also utilize
secureMAILSM to deliver confidential, transaction-based data 
via e-mail as a password-protected HTML attachment. Xpedite’s
e-statement and e-invoicing services provide customers with
secure document delivery via the Web, e-mail or fax. In addi-
tion, Xpedite offers bill payment services as part of its Web-
based e-invoicing service. messageREACH customers can
access a proprietary software tool, intelliSENDSM Wizard, to
help with the creation of HTML documents with graphics,
tables or links to Web sites or other documents.

Xpedite offers enhanced fax messaging through faxREACH®,
which utilizes Web-based interfaces and proprietary software
for personalized fax distribution to multiple recipients. In addi-
tion, Xpedite recently launched its fax2MAIL service which
allows customers to send and receive faxes from their com-
puter utilizing a local or toll-free number, with no additional
software required.

Xpedite also provides voiceREACH®, an automated service that
simultaneously delivers large volumes of pre-recorded voice
messages to any size list of phone numbers, voice mailboxes or
other answering devices. Typical users of voiceREACH services
include associations, political organizations, securities firms,
trade show operators and collections companies.

Xpedite also provides smsREACHSM, short message services 
for wireless users which allows text messages to be delivered 
to GSM phones using existing Xpedite access methods.

Xpedite’s services support multiple protocols and can be
accessed through a variety of methods including ftp, TCP/IP,
PC-Xpedite software, or SMTP. Xpedite services are available
throughout the world with local sales and customer support
available in 18 countries throughout North America, Asia
Pacific and Europe.

CUSTOMER BASE
PTEK customers represent nearly every major industry, and 
the Company serves a majority of the Fortune 500. Millions of
business people worldwide depend on PTEK services everyday.

Premiere Conferencing has over 11,000 domestic and interna-
tional corporate accounts, supporting over 120,000 active con-
ferencing hosts. The business unit has successfully penetrated
key accounts in various industries including technology, health-
care, investor relations, financial services, public relations and
market research.
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One of Premiere Conferencing’s customers, IBM, accounts for a
significant amount of revenues. Sales to that customer accounted
for approximately 11% of consolidated revenues from contin-
uing operations (27% of Premiere Conferencing’s segment rev-
enue) in 2003, 12% of consolidated revenues from continuing
operations (29% of Premiere Conferencing’s segment revenue)
in 2002, and 10% of consolidated revenues from continuing
operations (29% of Premiere Conferencing’s segment revenue)
in 2001. The initial term of the IBM agreement ends December
31, 2004. Thereafter, it will automatically renew for additional
one-month periods unless IBM provides 30 days’ notice of non-
renewal prior to the expiration of the initial term. During the
initial term, neither party can terminate the agreement without
cause. IBM may terminate the agreement without cause upon
30 days’ notice during any renewal term. The agreement does
not contain any revenue commitments, termination charges or
use requirements. Premiere Conferencing’s relationship with
IBM may not continue at historical levels, and there is no long-
term price protection for services provided to IBM.

Xpedite has more than 21,000 corporate accounts worldwide
and has successfully targeted industries such as securities, bank-
ing, mortgage, publishing, collections, healthcare, associations,
investor relations, public relations, travel and hospitality.

While the Company’s business is generally not seasonal, it has
experienced and can expect to continue to experience lower
levels of sales and usage during periods which have reduced
numbers of working days. For example, the Company’s operating
results have decreased during the summer months (particularly
in its international operations), as well as during Thanksgiving,
December and New Year holidays. The Company expects that
its revenues during these periods will not grow at the same
rates as compared with other periods of the year because of
decreased use of its services by business customers.

The Company typically does not enter into long-term contracts
with its customers, with most customer agreements having terms
of one to three years. Customers may generally terminate with-
out penalty, unless their agreement contains an annual mini-
mum revenue commitment that would require payment by the
customer of any unused minimum amount upon termination.

SALES AND MARKETING
Each of PTEK’s business units primarily markets its services
through a globally distributed direct sales force focused on
enterprise customers. The centrally managed national and
global accounts program focuses on multi-location businesses
that are better served by dedicated representatives with respon-
sibility across different geographic regions. The direct sales
force is organized by services and by industry on a global scale.
The Company employs nearly 750 sales and marketing pro-
fessionals around the world.

As a service organization, PTEK’s customer service teams play
a major role in managing customer relationships as well as
selling additional value-added services to existing accounts.
PTEK employs more than 600 customer service professionals
deployed in local markets.

In addition, the Company has agreements with various resellers
and agents and utilizes direct marketing programs to target
sales of its services to small- and medium-sized customers.

SUPPLIERS
The Company purchases telecommunications services and
equipment for use in its operations from a variety of suppliers.
Some of the Company’s telecommunications supply agreements
contain commitments that require that the Company purchase
a minimum amount of services through 2009. These costs total
approximately $20.7 million, with annual costs of $9.2 million,
$8.8 million, $1.1 million, $0.7 million, $0.7 million and 
$0.2 million in 2004 through 2009, respectively. The Company
currently purchases telecommunications and other network
services from WorldCom, Inc. (“MCI”) under service agreements
which do not contain minimum commitments. The Company
has significant outstanding disputes with MCI regarding charges
billed under these agreements, and MCI rejected in bankruptcy
the settlement agreement the Company had previously entered
into with MCI. The Company’s ability to maintain network
connections is dependent upon access to transmission facilities
provided by MCI or an alternative provider. See also “Manage-
ment’s Discussion and Analysis of Financial Condition and
Results of Operations – Commitments and Contingencies,” and
“–Risk Factors Affecting Future Performance – Our inability to
resolve pending billing disputes with MCI could result in sig-
nificant costs or service disruptions.”

PLATFORMS AND NETWORK INFRASTRUCTURE
The Company, through its two business units, operates global
Internet and telecom-based networks that allow customers to
access the Company’s various services through the Internet and
through local and toll-free numbers.

Premiere Conferencing operates over 68,000 conferencing
ports worldwide. Its 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 United States, Canada,
Australia, New Zealand, Hong Kong, Singapore, Japan, France,
Germany, Ireland and the United Kingdom. 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 dial-
ing, toll-free numbers, the Internet and virtual network access. 
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Xpedite services are provided through its enhanced messaging
network with more than 68,000 messaging ports that uses serv-
ers to perform all primary processing and switching functions.
Xpedite’s proprietary platform supports multiple input meth-
ods including, but not limited to, PC-based software, e-mail
gateways and high speed IP-based interconnects. Outgoing
communications are delivered through line group controllers,
which are deployed in a decentralized fashion to exploit local
delivery costs. The remote line group controllers are connected
to servers over a wide area network via either private lines or
Xpedite’s global TCP/IP based network. Mission critical infor-
mation is transported from one location domain to another
using MCP to MCP protocol. The current domains include
Australia, Japan, Korea, the United Kingdom, the United States
and France. Remote nodes on the network are located in
Germany, Switzerland, Canada, Spain, Italy, Malaysia, Taiwan,
Hong Kong and Singapore.

The Company has converted and will continue to convert some
of both of its business units’ traffic to VoIP networks. Xpedite
currently utilizes VoIP for origination and termination traffic
for its voice and fax services, with a significant portion of its
origination and fax2MAIL traffic delivered via VoIP. In addi-
tion, Premiere Conferencing currently utilizes VoIP for its
ReadyConference Global Meet service.

RESEARCH AND DEVELOPMENT
PTEK’s ability to design, develop, test and support new software
technology for product enhancements in a timely manner is an
important ingredient to its future success. Products or next
generation versions of the Company’s services recently released
include ReadyConference Plus, fax2MAIL and secureMAIL.
Xpedite expects to release fax2MAIL in Europe and Asia in the
second quarter of 2004 and currently has smsREACH in develop-
ment for North America. Premiere Conferencing is continuing
to enhance its Web-based data collaboration services following
its recent launch of ReadyConference Plus. These services are
critical additions to the suite of communications and data serv-
ices PTEK provides to its customers, not only to position the
operating units in larger market segments, but more importantly
to meet changing customer needs and respond to the overall
technological changes in the marketplace.

The Company devotes significant resources to the development
of enhancements for existing services and to introduce new serv-
ices. Each PTEK operating unit includes research, development
and engineering personnel who are responsible for designing,
developing, testing and supporting proprietary software appli-
cations, as well as creating and improving enhanced system
features and services. The Company’s research and development
strategy is to focus its efforts on enhancing its proprietary soft-
ware and integrating it with readily available industry standard
software and hardware when feasible. Research, development
and engineering personnel also engage in joint development
efforts with the Company’s strategic partners and vendors. PTEK
employs over 85 research and development professionals. 

The Company’s research and development costs for 2003, 
2002 and 2001 were $8.6 million, $7.2 million and 
$11.1 million, respectively.

COMPETITION
Premiere Conferencing competes with major telecommunica-
tions service providers around the world such as AT&T Corp.,
MCI, Global Crossing Limited, Sprint Corporation and the
international PTTs. Because these telecommunications providers
own the underlying telecommunications network, they may
have lower per minute long distance costs than the Company.
Although these providers hold a large market share, conferenc-
ing is not the primary focus of their businesses. The Company
believes that it has been able to compete with these providers
on the basis of quality of customer service. Premiere Conferenc-
ing also competes with companies like West Corporation’s con-
ferencing services segment, Raindance Communications, Inc.,
ACT Teleconferencing, Inc., WebEx Communications, Inc. and
Genesys S.A. The Company believes that Premiere Conferencing
is the second largest independent audio conferencing provider
based on conferencing minutes hosted.

While the multimedia messaging industry is highly fragmented,
the Company believes that Xpedite is the largest worldwide
provider of these services. As Xpedite evolves into more of a
business services company, its services will be positioned to
displace existing services provided by companies such as West
Corporation, TeleTech Holdings, Inc. and others in the cus-
tomer relationship management (“CRM”) category, and it will
continue to compete with EasyLink Services Corporation,
Critical Path, Inc., DoubleClick Inc. and j2 Global Communica-
tions, Inc. in the multimedia messaging category. The Company’s
newer service offerings, particularly those services that will
compete in the CRM market, may not achieve the market
acceptance of existing providers’ services.

In all cases, PTEK’s strategy is to gain a competitive advantage
in winning and keeping customers by enabling its business
units to deliver leading technology-driven services to its cus-
tomers and to support them with superior customer service.
The Company believes that its comprehensive package of con-
ferencing and messaging services provides it an advantage over
many of its competitors that have more limited service offer-
ings. In addition, the Company believes that its global reach
allows it to pursue contract opportunities with multinational
enterprises providing an advantage over competitors that only
focus on limited geographies.

GOVERNMENT REGULATION
Federal, state, local and international laws regulating the provi-
sion of traditional telecommunications services may adversely
impact the Company’s business. Management believes that the
Company’s business units, Xpedite and Premiere Conferencing,
operate as providers of unregulated information services. Conse-
quently, the Company is not subject to Federal Communications
Commission (“FCC”) or state public utility commission 
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regulations applicable to providers of traditional telecommu-
nications services in the United States. However, the Company
may be affected by regulatory decisions, trends or policies
issued or implemented by such federal, state, local or interna-
tional telecommunications regulatory authorities. In addition,
those authorities may seek to regulate, or impose requirements
with respect to, the services provided by the Company. Manage-
ment believes that the Company exercises reasonable efforts to
monitor telecommunications laws, regulations, decisions and
trends and to comply with any applicable legal requirements.
The Company could, nevertheless, be subject to litigation,
fines or other penalties for any non-compliance.

Federal and state laws regulate telemarketing practices, and
may adversely impact the Company’s business and that of its
customers and potential customers. The FCC promulgated rules
in 1992 to implement the Telephone Consumer Protection Act
of 1991 (the “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 Xpedite, 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 Xpedite has conducted its oper-
ations to meet the facsimile broadcaster provider exemption,
third parties may seek to challenge this exemption which could
lead to litigation and its accompanying costs and uncertainties.

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, such as Xpedite, which solely transmit such adver-
tisements on behalf of others. However, the FCC ordered that 
a sender may fax unsolicited commercial advertisements only
to those from whom the sender has received prior express con-
sent 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 com-
mercial unsolicited facsimile advertisement 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 January 1, 2005. The FCC is also reviewing several appeals
of these rules. The Company cannot predict the outcome of
these proceedings. However, if the FCC decides to retain the
rule amendments that deleted the established business relation-
ship exemption, and requires advance written consent, these
actions could have a material adverse effect on our customers’
use of Xpedite’s services.

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, tele-
marketers are required to access the list before engaging in
telemarketing in any particular area code. Xpedite, as a service
provider to companies that engage in telemarketing, has sub-
scribed to the federal do not call registry. Although the Company
believes it has taken the necessary steps to ensure compliance
with the do not call registry and other rule amendments, regu-
lators or third parties could seek to challenge the Company’s
compliance with the federal do not call registry, federal tele-
marketing 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 telemar-
keting activities, including state do not call list requirements,
and state registration and bonding requirements. Xpedite has
compliance policies in place with regard to telemarketing laws
and regulations; however, there can be no assurance that the
Company would not be subject to litigation alleging a violation
of state or federal telemarketing laws or regulations.

A number of states have adopted laws restricting and/or gov-
erning the distribution of unsolicited e-mails, or spam. Other
states are considering similar legislation. Congress recently
passed federal legislation regulating at the federal level, for the
first time, unsolicited commercial e-mails. This legislation will
require unsolicited e-mail marketing messages to have a valid
return address. E-mail marketers will also be required to remove
customers from their mailing lists if requested. The legislation
allows the FTC to impose fines, and gives state attorneys gen-
eral the power to bring lawsuits. The federal legislation also
preempts state laws in many respects, although it allows states
to continue to regulate deceptive e-mails. Xpedite provides a
service for its customers to distribute e-mails, including e-mails
that may be subject to the new legislation. The Company will
need to assess what changes, if any, need to be made to its cur-
rent compliance policies regarding spam. There can be no
assurance that the Company would not be subject to litigation
alleging a violation of the new legislation. The federal anti-spam
legislation may be subject to judicial review, and the impact of
the law and the eventual implementing regulations on the
Company cannot be predicted at this time.

The Company monitors applicable legislation and regulatory
developments to minimize the risk of its participation in activi-
ties that violate anti-spam legislation. In addition, a number of
legislative and regulatory proposals are under consideration by
federal and state lawmakers and regulatory bodies and may be 
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adopted with respect to the Internet. Some of the issues that
such laws or regulations may cover include user privacy, obscen-
ity, fraud, pricing and characteristics and quality of products
and services. The adoption of any such laws or regulations
may decrease the growth of the Internet, which could in turn
decrease the projected demand for the Company’s products and
services or increase its cost of doing business. In addition, the
sending of spam through the Company’s network could result
in third parties asserting claims against the Company. 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 applica-
tion or interpretation of existing laws, could have a material
adverse effect on the Company’s business, financial condition
and results of operations.

In addition, Xpedite’s operations may be subject to state laws
and regulations regulating the unsolicited transmission of fac-
similes. The Company monitors such laws and regulations,
and its service agreements with customers state that customers
are responsible for their compliance with all applicable laws
and regulations. The Company could, nevertheless, be subject
to litigation, fines, losses, and possible other relief under such
laws and regulations.

In conducting its business, the Company is subject to various
laws and regulations relating to commercial transactions gener-
ally, such as the Uniform Commercial Code and is 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 regula-
tions could be imposed on the Company’s business and industry
and could have a material adverse effect on the Company’s busi-
ness, financial condition or results of operations. The Company’s
international activities also are subject to regulation by various
international authorities and the inherent risk of unexpected
changes in such regulation.

PROPRIETARY RIGHTS AND TECHNOLOGY
The Company’s ability to compete is dependent in part upon
its proprietary technology. The Company currently has three
issued U.S. patents relating to its fax distribution services, each
of which will expire in 2013, and three pending U.S. patents
covering aspects of its conferencing services. In addition, the
Company owns and uses a number of federally registered
trademarks in connection with its products and services, such
as PTEK®, ReadyCast®, ReadyConference®, SoundCast®,
VisionCast®, faxREACH®, messageREACH®, Auditorium®,
voiceREACH® and Xpedite®. Applications for ReadyClick &
ConferenceSM, smsREACHSM and intelliSENDSM are pending in
the United States. The Company also owns applications and
registrations for many of these and other trademarks and
service marks in the United States and in other countries. 

The Company relies primarily on a combination of intellectual
property laws and contractual provisions to protect its pro-
prietary rights and technology. These laws and contractual
provisions provide only limited protection of the Company’s
proprietary rights and technology, which include confidential
information and trade secrets that the Company attempts to
protect through confidentiality and nondisclosure provisions in
its agreements. The Company typically attempts to protect its
confidential information and trade secrets through these con-
tractual provisions for the terms of the applicable agreement
and, to the extent permitted by applicable law, for some nego-
tiated period of time following termination of the agreement.
Despite the Company’s efforts to protect its proprietary rights
and technology, there can be no assurance that others will not
be able to copy or otherwise obtain and use the Company’s
proprietary technology without authorization, or independ-
ently develop technologies that are similar or superior to the
Company’s technology. However, the Company believes that,
due to the rapid pace of technological change in communica-
tions and data services, factors such as the technological and
creative skills of its personnel, new product developments, fre-
quent product enhancements and the timeliness and quality of
support services are of equal or greater importance to establish-
ing and maintaining a competitive advantage in the industry.

AVAILABLE INFORMATION
The Company’s corporate Internet address is www.ptek.com.
The Company has made available free of charge through its
Web site (follow the Invest tab to Investor Relations to link to
“SEC Filings”) its 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 practica-
ble after such material was electronically filed with, or furnished
to, the Securities and Exchange Commission (the “SEC”).

EMPLOYEES
As of December 31, 2003, PTEK employed 1,973 people. PTEK
employees are not represented by a labor union or covered by
any collective bargaining agreements.

I T E M  2 .  P R O P E R T I E S

PTEK’s corporate headquarters occupy approximately 
42,000 square feet of office space in Atlanta, Georgia under a
lease expiring August 2007. This office space also includes
both Xpedite’s and Premiere Conferencing’s corporate head-
quarters. Xpedite occupies additional office space of approxi-
mately 45,000 square feet in Tinton Falls, New Jersey under a
lease expiring in May 2016. Premiere Conferencing 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.
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The Company also leases various data and switching centers
and sales offices within and outside the United States. The
Company believes that its current facilities and office space are
sufficient to meet its present needs and does not anticipate any
difficulty securing additional space, as needed, on terms
acceptable to the Company.

I T E M  3 .  L E G A L  P R O C E E D I N G S

The Company has several litigation matters pending, as
described below, which it is defending vigorously. Due to the
inherent uncertainties of the litigation process and the judicial
system, the Company is unable to predict the outcome of such
litigation matters. If the outcome of one or more of such matters
is adverse to the Company, it could have a material adverse
effect on the Company’s business, financial condition and
results of operations.

A lawsuit was filed on November 4, 1998 against the Company
and certain of its officers and directors in the Southern District
of New York. Plaintiffs are shareholders of Xpedite who acquired
common stock of the Company. Plaintiffs allege causes of action
against the Company 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 (the
“Securities Act”), and against the individual defendants for vio-
lation of Section 15 of the Securities Act. Plaintiffs seek undis-
closed damages together with pre- and post-judgment interest,
recission or recissory damages as to violation 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 Court granted in its entirety the defendants’ Motion
for Summary Judgment and denied as moot the defendants’
Motion in Limine. On September 30, 2003, the Court entered
judgment for the defendants and against the plaintiffs. Plaintiffs
have appealed the Court’s rulings on summary judgment to the
11th Circuit. That appeal is pending.

On December 10, 2001, Voice-Tel filed a Complaint against
Voice-Tel franchisees JOBA, Inc. (“JOBA”) and Digital Commu-
nication Services, Inc. (“Digital”) in the U.S. District Court for
the Northern District of Georgia. The Complaint sought injunc-
tive relief and a declaratory judgment with respect to Voice-Tel’s
right to terminate the franchise agreements with JOBA and
Digital. On January 7, 2002, JOBA and Digital answered Voice-
Tel’s Complaint and asserted counterclaims against Voice-Tel
for alleged breach of franchise agreements and other alleged
franchise-related agreements. JOBA and Digital also asserted
claims alleging tortious interference of contract against Premiere
Communications, Inc. (“PCI”) and PTEK. On January 18, 2002,
Voice-Tel, PCI and PTEK filed responses and answers to the
counterclaims and filed additional breach of contract and tort 

claims against JOBA and Digital. The Digital Franchise Agree-
ment 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. On July 16, 2002, Voicecom Telecommunications,
LLC (“Voicecom”) was added as a party Plaintiff in the lawsuit
against JOBA and Digital. On March 31, 2003, the Federal court
granted PTEK and PCI’s Motion for Summary Judgment, and
dismissed them from the case. The court also granted Partial
Summary Judgment in favor of each of the parties such that the
only remaining claims in the case arise out of alleged breaches
in the franchise agreement and alleged overpayments of certain
fees between the franchisor and the franchisee. In 2004, JOBA
filed a Motion for Relief from the Summary Judgment Orders
dismissing PTEK and PCI as well as a Motion to Disqualify
Counsel for plaintiffs and third party defendants to which plain-
tiffs and third party defendants responded and objected. The
trial court has not yet ruled on these motions and there is no
date set for trial in the federal case.

On August 28, 2003, the arbitrator issued his ruling relating 
to the Digital franchise disputes. The arbitrator found that the
Digital franchise was constructively terminated in December
2001 and that the franchise value was approximately $1.0 mil-
lion. 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. The arbitration award was paid in full by Voice-Tel in
November 2003.

On November 17, 2003, Xpedite filed suit against Cable &
Wireless USA, Inc. (“C&W”) in the Superior Court of Fulton
County, Georgia. The lawsuit arises out of Xpedite’s purchase
of certain voice, e-mail and fax messaging assets from C&W.
Pursuant to a transition services agreement, C&W was to con-
tinue to provide certain services to Xpedite until such time
C&W circuits were assigned to Xpedite. Xpedite alleges that
C&W failed to perform these services in accordance with the
agreement and improperly invoiced Xpedite for charges incurred
by C&W which were not provided for in the agreement. On
November 18, 2003, a day after the above-referenced Georgia
lawsuit was filed, C&W filed a Complaint against Xpedite in
Virginia State Court. The Virginia lawsuit sought recovery for
those charges allegedly incurred by C&W relating to C&W’s
telecommunications charges of not less than $776,619.49.
Xpedite answered the Virginia Complaint, denying that it was
liable for the charges. Xpedite also asserted counterclaims
against C&W, which were identical to the claims set forth in
Xpedite’s Georgia Complaint. C&W filed for reorganization
under Chapter 11 of the Federal Bankruptcy Code in December
2003. In 2004, the Georgia lawsuit by Xpedite was dismissed
without prejudice, and the Virginia lawsuit by C&W was
stricken from the docket without prejudice to either party. In
February 2004, Xpedite filed a proof of claim in the C&W
bankruptcy case asserting a claim in the case based on the 
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same facts as set forth in the Georgia lawsuit. While Xpedite
expects this claim to be dealt with in the C&W bankruptcy
case’s claim resolution process, at this time the Company
cannot predict the outcome of the claim.

The Company is also involved in various other legal proceed-
ings which the Company does not believe will have a material
adverse effect upon the Company’s business, financial condition
or results of operations, although no assurance can be given as
to the ultimate outcome of any such proceedings.

The Company has settled the litigation matter described below.

On March 25, 2003, EasyLink Services Corporation
(“EasyLink”) filed an amended complaint against the Company,
Xpedite and AT&T Corp. (“AT&T”), in the Superior Court of
New Jersey, Chancery Division: Middlesex County (referred to
as “EasyLink I”). EasyLink’s complaint alleged, among other
things, that the Company entered into agreements to purchase
a secured promissory note in the original principal amount of
$10 million (the “Note”) and 1,423,980 shares of EasyLink’s
Class A common stock (the “Stock”) for the purpose of obtain-
ing EasyLink’s business by using the acquired securities to block
a debt restructuring that EasyLink was allegedly pursuing with
its creditors, including AT&T, and for other improper motives.
EasyLink claimed that these various actions have impaired its
ability to restructure its debt effectively and caused it to suffer
various other commercial losses. On July 11, 2003, the court
entered an order granting AT&T’s, the Company’s and Xpedite’s
motions to dismiss EasyLink’s complaint, without prejudice
and without costs. EasyLink appealed, and the Company and
Xpedite cross-appealed on the ground that the lower court
should have dismissed the claims “with prejudice.” Simulta-
neously with noticing an appeal, EasyLink filed a new complaint
on July 31, 2003 against the Company, Xpedite and AT&T in
the Law Division of the same Superior Court (referred to as
“EasyLink II”). The claims against the Company and Xpedite
in EasyLink II, which substantially reasserted allegations from
EasyLink I, are styled “unfair competition” and “tortious inter-
ference with contracts/prospective business advantage.” On
October 20, 2003, the parties entered into a settlement agree-
ment for EasyLink I and EasyLink II. Pursuant to the settle-
ment, EasyLink consented to the transfer of the Note and the
Stock to PTEK and the parties agreed to dismiss with prejudice
the lawsuits and exchanged mutual releases. In exchange for
the Note and Stock, PTEK paid AT&T approximately $1.9 mil-
lion in cash and issued to AT&T a seven-year warrant to pur-
chase 250,000 shares of PTEK common stock at $9.36 per
share and costs associated with the investment. In addition,
PTEK and EasyLink modified the Note to, among other things,
amend the payment schedule of the Note as follows: PTEK 
is entitled to receive aggregate payments of approximately
$13.8 million, consisting of ten quarterly payments of $0.8 mil-
lion which commenced on December 1, 2003, and a balloon
payment of approximately $5.8 million on June 1, 2006.

I T E M  4 .  S U B M I S S I O N  O F  M AT T E R S
T O  A  V O T E  O F  S E C U R I T Y  H O L D E R S

No matter was submitted to a vote of the Company’s security
holders during the fourth quarter of the fiscal year covered by
this report.

Part II

I T E M  5 .  M A R K E T  F O R  R E G I S T R A N T ’ S  
C O M M O N  E Q U I T Y  A N D  R E L AT E D  
S T O C K H O L D E R  M AT T E R S

The Company’s common stock, $.01 par value per share (the
“Common Stock”), has traded on the Nasdaq National Market
under the symbol “PTEK” since its initial public offering on
March 5, 1996. The following table sets forth the high and low
closing sales prices of the Common Stock as reported on the
Nasdaq National Market for the periods indicated:

2003 High Low

Fourth Quarter 9.80 8.01

Third Quarter 8.74 5.19

Second Quarter 5.20 3.70

First Quarter $4.54 $3.29

2002 High Low

Fourth Quarter 4.69 2.74

Third Quarter 5.82 4.35

Second Quarter 5.73 4.07

First Quarter $4.40 $3.24

The closing price of the Common Stock as reported on the
Nasdaq National Market on March 8, 2004 was $9.44. As of
March 8, 2004 there were 509 record holders of the Company’s
Common Stock.

The Company has never paid cash dividends on its Common
Stock, and the current policy of the Company’s Board of
Directors is to retain any available earnings for use in the oper-
ation and expansion of the Company’s business. The payment
of cash dividends on the Common Stock is unlikely in the
foreseeable future. Any future determination to pay cash divi-
dends will be at the discretion of the Board of Directors and
will depend upon the Company’s earnings, capital requirements,
financial condition and any other factors deemed relevant by
the Board of Directors.
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In November 2003, the Company entered into a three-year,
senior secured revolving credit facility with LaSalle Bank National
Association, as agent (“Line of Credit”). See “Management’s
Discussion and Analysis – Liquidity and Capital Resources –
Capital resources.” The credit agreement related to the Line of
Credit contains customary prohibitions on the Company’s abil-
ity to declare any cash dividends on its Common Stock until
all obligations under the Line of Credit are paid in full and all
letters of credit have been terminated.

During the year ended December 31, 2003, certain current and
former employees exercised options to purchase an aggregate
of 313,730 shares of Common Stock at prices ranging from
$0.71 per share to $1.61 per share in transactions exempt from
registration pursuant to Section 4(2) and Rule 701 of the
Securities Act. In the third quarter of 2002, the Company
issued 601,997 shares of Common Stock, of which 352,997
shares were returned in November 2002, pursuant to the terms
of a settlement to multiple class action lawsuits in the United
Stated District Court for the Northern District of Georgia
brought by a class of individuals (including a subclass of former
Voice-Tel Enterprises, Inc. franchisees and a subclass of former
Xpedite Systems, Inc. shareholders) who purchased or other-
wise acquired the Company’s Common Stock from as early as
February 11, 1997 through June 10, 1998. The remaining
249,000 shares were exempt from registration pursuant to
Section 3(a)(10) of the Securities Act.

RECENT SALES OF UNREGISTERED SECURITIES
In August 2003, the Company completed a private placement
exempt under Section 4(2) of the Securities Act of $85.0 mil-
lion aggregate principal amount of 5% convertible subordinated
notes due 2008 raising net proceeds of $82.7 million, which
were used to repurchase and redeem a portion of the Company’s
2004 Convertible Notes. The 2008 Convertible Notes were
subsequently resold by the initial purchaser, CIBC World
Markets Corp., to qualified institutional buyers pursuant to
Rule 144A under the Securities Act. The 2008 Convertible
Notes are convertible at any time at the option of the holder
into the Company’s 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),
subject to adjustment in certain events. The 2008 Convertible
Notes and the common stock issuable upon conversion of
those notes were subsequently registered for resale pursuant to
a shelf registration statement on Form S-3 under the Securities
Act, which was declared effective on February 6, 2004.

As part of the settlement agreement reached on October 20,
2003 related to the Easylink I and Easylink II litigation, the
Company issued a seven-year warrant to AT&T to purchase
250,000 shares of the Company’s common stock at $9.36 per
share. This warrant was issued in reliance upon the exemption
from registration set forth in Section 4(2) of the Securities Act.
The Company did not receive any cash proceeds from the
issuance of this warrant.
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I T E M  6 .  S E L E C T E D  F I N A N C I A L  D ATA

The following selected consolidated statement of operations data, balance sheet data, and cash flow data as of and for the years
ended December 31, 2003, 2002, 2001, 2000 and 1999 have been derived from the audited consolidated financial statements of the
Company. The selected consolidated financial data should be read in conjunction with “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and the Company’s consolidated financial statements and the notes hereto.

Year Ended December 31,

(in thousands, except per share data) 2003 2002 2001 2000 1999

Statement of Operations Data:

Revenues $381,280 $341,253 $330,416 $303,244 $ 292,731

Operating income (loss) 37,199 24,905 (177,142) (58,206) (84,889)

Income (loss) from continuing operations attributable to common 

and common equivalent shares for shareholders for:

–basic net income (loss) per share 26,913 14,423 (209,658) (46,602) 5,754

–diluted net income (loss) per share 27,886 14,423 (209,658) (46,602) 5,754

Income (loss) from continuing operations per common 

and common equivalent shares for: 

–basic(1) $ 0.50 $ 0.27 $ (4.19) $ (0.97) $ 0.12

–diluted(1) $ 0.45 $ 0.26 $ (4.19) $ (0.97) $ 0.12

Loss from discontinued operations (976) (12,532) (32,462) (12,264) (39,245)

Net income (loss) attributable to common and common 

equivalent shares for shareholders for:

–basic net income (loss) per share 25,937 1,891 (242,120) (58,866) (33,491)

–diluted net income (loss) per share 26,910 1,891 (242,120) (58,866) (33,491)

Net income (loss) per common and common equivalent shares for: 

–basic(1) $ 0.48 $ 0.04 $ (4.84) $ (1.22) $ (0.72)

–diluted(1) $ 0.44 $ 0.03 $ (4.84) $ (1.22) $ (0.72)

Shares used in computing income (loss) from continuing operations and 

net income (loss) per common and common equivalent shares for:

–basic 53,767 53,550 49,998 48,106 46,411

–diluted 61,301 56,262 49,998 48,106 46,411

Balance Sheet Data (at period end):

Cash, cash equivalents and marketable securities $ 24,521 $ 69,418 $ 49,500 $ 29,716 $ 101,981

Working capital 8,626 62,103 13,116 15,949 34,746

Total assets 339,297 352,093 386,438 630,933 770,481

Total debt 105,000 180,227 187,176 178,762 179,625

Total shareholders’ equity 133,718 84,338 79,032 313,406 422,220

Statement of Cash Flow Data:

Cash provided by (used in) operating activities from:

Continuing operations 59,834 37,244 29,034 7,503 (11,240)

Discontinued operations – (5,804) 31,871 0,426 21,167

Total $ 59,834 $ 31,440 $ 60,905 $ 17,929 $ 9,927

Cash (used in) provided by investing activities from:

Continuing operations (41,860) (6,175) (32,548) 3,643 116,697

Discontinued operations – (155) (2,857) (10,109) (9,481)

Total $ (41,860) $ (6,330) $(35,405) $ (6,466) $ 107,216

Cash (used in) provided by financing activities from:

Continuing operations (62,574) (5,911) 1,660 (615) (119,074)

Discontinued operations – (1,086) (1,964) (1,779) (1,850)

Total $ (62,574) $ (6,997) $ (304) $ (2,394) $(120,924)

(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). The net income available to common shareholders is adjusted for the interest expense related to the assumed conversion on the convertible
subordinate notes.
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On March 26, 2002 the Company sold substantially all of the
assets of the Voicecom operating segment, exclusive of its
Australian operations, to Gores Technology Group, for a total
purchase price of approximately $22.4 million, comprised of
cash and the assumption of certain liabilities. In accordance
with Statement of Financial Accounting Standards (“SFAS”)
No. 144, “Accounting for the Impairment or Disposal of Long-
Lived Assets,” the transaction was accounted for as a dis-
continued operation. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations –
Discontinued Operations.”

I T E M  7 .  M A N A G E M E N T ’ S  
D I S C U S S I O N  A N D  A N A LY S I S  
O F  F I N A N C I A L  C O N D I T I O N  A N D  
R E S U LT S  O F  O P E R AT I O N S

OVERVIEW
PTEK Holdings, Inc., a Georgia corporation, (collectively with
its subsidiaries, the “Company” or “PTEK”) is a global provider
of business communications services, including conferencing
(audio conferencing and Web-based data collaboration) and
electronic messaging (e-mail, fax, wireless and voice messaging).
The Company’s reportable segments align the Company into
two operating segments based on product offering. These
segments are Premiere Conferencing and Xpedite. Premiere
Conferencing offers a full suite of enhanced conferencing and
Web-based data collaboration services for all forms of group
communications activities. Xpedite offers a comprehensive
suite of business services that enable actionable two-way com-
munications which allow companies to better acquire and
retain customers as well as automate their core business
processes. In addition, the Company had one other reportable
segment, Voicecom, which the Company exited through a 
sale, exclusive of its Australian operations, effective March 26,
2002. The Australian operations were subsequently exited in
December 2003. Voicecom offered a suite of integrated commu-
nications services, including voice messaging, interactive voice
response services and unified communications. The Company
also exited the venture business in 2001, which was conducted
through PtekVentures, the Company’s investment arm.

Revenues of the Company are recognized when persuasive evi-
dence of an arrangement exists, services have been rendered,
the price to the buyer is fixed or determinable, and collectibil-
ity 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 imple-
mented at Premiere Conferencing during the third quarter of
2002. Deferred revenue consists of payments made by customers
in advance of the time services are rendered. The Company’s
revenue recognition policies are consistent with the guidance
in Staff Accounting Bulletin (“SAB”) No. 101, “Revenue Recog-
nition in Financial Statements,” as amended by SAB No. 101A
and 101B. 

“Cost of revenues” includes telecommunication costs and
direct operating costs exclusive of depreciation as defined below.
Telecommunication costs consist primarily of the cost of
metered and fixed telecommunication related costs incurred in
providing the Company’s services. Direct operating costs con-
sist primarily of salaries and wages, travel, consulting fees and
facility costs associated with maintaining and operating the
Company’s various revenue-generating platforms and telecom-
munication networks, regulatory fees and non-telecommunica-
tion costs directly associated with providing services and all
costs associated with international hardware system sales.

“Selling and marketing” costs consist primarily of salaries and
wages, travel and entertainment, advertising, commissions and
facility costs associated with the functions of selling or market-
ing the Company’s services.

“General and administrative” costs consist primarily of salaries
and wages associated with billing, customer service, order pro-
cessing, executive management and administrative functions
that support the Company’s operations. Bad debt expense asso-
ciated with customer accounts is also included in this line item.

“Research and development” costs consist primarily of 
salaries and wages, travel, consulting fees and facilities costs
associated with developing product enhancements and new
product development.

“Depreciation” and “amortization” includes depreciation of
computer and telecommunications equipment, furniture and
fixtures, office equipment, leasehold improvements and amor-
tization of intangible assets. The Company provides for depre-
ciation 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 improve-
ments which are depreciated on a straight-line basis over the
shorter of the term of the lease or the useful life of the assets.
Intangible assets being amortized include goodwill (prior to
2002), customer lists, developed technology and assembled
work force (prior to 2002). 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 and the exit of certain businesses.

“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” effective January 1, 2002 and SFAS 121, “Accounting
for the Impairment of Long-Lived Assets and for Long-Lived
Assets to Be Disposed Of,” for all periods prior to the adoption
of SFAS No. 144. Long-lived assets subject to this fair value
assessment were goodwill, customer lists, developed technol-
ogy and property, plant and equipment.

P T E K  H O L D I N G S ,  I N C . 11

•



PTEK HOLDINGS,  INC.  AND SUBSIDIARIES

“Equity-based compensation” relates primarily to restricted
stock granted to employees in exchange for options, the vari-
able accounting expense for options that were not exchanged,
restricted stock granted to certain officers of PTEK and one of
its operating units, and the cancellation of notes receivable
from certain executive officers of the Company for the taxes
owed by such officers with respect to certain restricted stock
grants and the taxes related thereto. In addition, it includes the
non-cash cost of stock options and restricted stock issued to
directors, advisors and consultants for services rendered.

“Net legal settlements and related expenses” represent the
costs incurred or management’s estimate of costs that will more
likely than not be incurred related to various legal contingen-
cies and related matters.

“Interest expense” includes the interest costs associated with
the Company’s convertible subordinated notes, term equipment
loans and various 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.

“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 bonds purchased in the open market and losses on
the redemption of bonds, net of unamortized debt issuance costs.

“Asset impairment and obligations – investments” includes the
adjustment of the carrying value of non-public investments
accounted for under the cost or equity method to current fair
value and obligations incurred by the Company as a result of
these investments.

“Amortization of goodwill – equity investments” relates to the
amortization of the excess of purchase price over the pro-rata
net carrying value of investments accounted for under the
equity method of accounting. The equity method of accounting
for an investment is used when the Company exerts significant
management influence over the investee.

The preparation of financial statements in conformity with
GAAP requires management to make estimates and assump-
tions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of
the financial statements and reported amounts of revenues and
expenses during the reporting period. Actual results could dif-
fer from the estimates. See also the section entitled “–Critical
Accounting Policies.” The following discussion and analysis pro-
vides information which management believes is relevant to an
assessment and understanding of the Company’s consolidated
results of operations and financial condition. This discussion
should be read in conjunction with the Company’s consolidated
financial statements contained herein and notes thereto.
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RESULTS OF OPERATIONS
The following table presents the percentage relationship 
of certain statements of operations line items to total revenues
for the Company’s consolidated operating results for the
periods indicated:

Year Ended December 31,

2003 2002 2001

REVENUES 100.0% 100.0% 100.0%

OPERATING EXPENSES

Cost of revenues (exclusive 

of depreciation shown 

separately below) 34.9 34.5 37.9

Selling and marketing 26.6 26.2 22.8

General and administrative 14.8 16.4 17.6

Research and development 2.2 2.1 3.4

Depreciation 6.2 6.3 6.3

Amortization 1.8 3.2 26.8

Restructuring costs 2.9 0.5 1.4

Asset impairments – 0.9 30.5

Equity-based compensation 0.8 0.5 6.2

Net legal settlements and 

related expenses – 2.1 0.7

Total operating expenses 90.2 92.7 153.6

OPERATING INCOME (LOSS) 9.8 7.3 (53.6)

OTHER (EXPENSE) INCOME

Interest expense (2.5) (3.4) (3.5)

Interest income 0.2 0.4 0.2

Gain on sale of marketable securities 0.4 0.3 0.9

Gain on repurchase of bonds 0.0 – –

Asset impairment – investments – – (9.6)

Amortization of goodwill – 

equity investments – – (0.5)

Other, net – – (0.8)

Total other (expense) income (1.9) (2.7) (13.3)

INCOME (LOSS) FROM 

CONTINUING OPERATIONS 

BEFORE INCOME TAXES 7.9 4.6 (66.9)

INCOME TAX EXPENSE (BENEFIT) 0.8 0.4 (3.4)

INCOME (LOSS) FROM 

CONTINUING OPERATIONS 7.1% 4.2% (63.5)%

DISCONTINUED OPERATIONS:

Loss from operations of Voicecom (0.4) (4.7) (16.1)

Income tax benefit (0.1) (1.1) (6.3)

Loss on discontinued operations (0.3) (3.6) (9.8)

NET INCOME (LOSS) 6.8% 0.6% (73.3)%

The following table presents certain financial information about
the Xpedite and Premiere Conferencing operating segments and
the parent company (the “Holding Company”) for the periods
presented (in millions), with amortization expense and asset
impairments allocated to the appropriate operating segment:

Year Ended December 31,

2003 2002 2001

REVENUES:

Revenues from continuing operations:

Xpedite $223.8 $202.9 $ 215.7

Premiere Conferencing 157.7 138.5 115.1

Eliminations (0.2) (0.1) (0.4)

$381.3 $341.3 $ 330.4

Revenues from discontinued operations:

Voicecom – 15.8 92.5

$381.3 $357.1 $ 422.9

INCOME (LOSS):

Income (loss) from continuing operations:

Xpedite $ 27.8 $ 22.1 $(123.7)

Premiere Conferencing 25.3 24.3 6.7

Holding Company (26.2) (31.7) (92.7)

Eliminations – (0.3) (0.0)

$ 26.9 $ 14.4 $(209.7)

Loss from discontinued operations:

Voicecom (1.0) (12.5) (32.4)

Net income (loss): $ 25.9 $ 1.9 $(242.1)

The following table presents financial information based on 
the Company’s continuing geographic segments for the years
ended December 31, 2003, 2002 and 2001 (in millions):

Net Operating Identifiable
Revenues Income (Loss) Assets

2003

North America $246.9 $ 22.2 $272.4

Asia Pacific 65.0 4.2 28.3

Europe 69.4 10.8 38.6

Total $381.3 $ 37.2 $339.3

2002

North America $228.8 $ 20.5 $285.3

Asia Pacific 55.9 2.6 25.8

Europe 56.6 1.8 41.0

Total $341.3 $ 24.9 $352.1

2001

North America $223.8 $(157.8) $321.9

Asia Pacific 56.2 (6.1) 27.1

Europe 50.4 (13.2) 37.4

Total $330.4 $(177.1) $386.4
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REVENUES
Consolidated revenues from continuing operations increased
11.7% to $381.3 million in 2003 from $341.3 million in 2002,
and increased 3.3% from $330.4 million in 2001. Revenues in
the Company’s operating segments are as follows: 

Xpedite revenue was 58.7%, 59.5% and 65.3% of consolidated
revenues for 2003, 2002 and 2001, respectively. Xpedite revenue
increased 10.3% to $223.8 million in 2003 from $202.9 million
in 2002, and decreased 5.9% in 2002 from $215.7 million in
2001. The growth in 2003 resulted from increased revenue in
messageREACH, voiceREACH and transactional-based messag-
ing services, which increased 30.5% over 2002, the beneficial
impact of foreign currency exchange rates, and the additional
customers acquired from C&W and MediaLinq. The increases
were offset by a general decline in broadcast fax revenue pri-
marily in North America. The decline in revenue in 2002 is
mainly attributable to decreased rates of approximately 23.9%
from 2001 in Xpedite’s traditional or “legacy” store and forward
fax business as a result of price compression in this market
from increased competition and decreased demand. In addition,
volumes for these products decreased approximately 5.5% as a
percentage of total volumes from 2001 to 2002. The Company
believes that product growth will continue in its messageREACH
and voiceREACH products.

Premiere Conferencing revenue was 41.4%, 40.6% and 34.8%
of consolidated revenues for 2003, 2002 and 2001, respectively.
Premiere Conferencing revenue increased 13.9% to $157.7 mil-
lion in 2003 from $138.5 million in 2002, and increased 20.2%
in 2002 from $115.1 million in 2001. Revenue growth in 2003
resulted from continued increases in international revenue of
99.9% over 2002 and domestically from continued expansion of
ReadyConference and Web conferencing services. The increases
in 2002 are attributable to growth in the ReadyConference
service. In addition, this increase is related to an expansion of
these services into key foreign markets and growth in Web
conferencing services. Management expects revenue growth in
this operating segment to continue, primarily driven by growth
in minutes of use. The Company believes audio conferencing
revenue will continue to grow through minute volume with
some decline in average revenue per minute.

Consolidated revenues on a geographic region basis increased
in North America $18.1 million to $246.9 million, or 64.7% of
consolidated revenues, in 2003 from $228.8 million, or 67.0%
of consolidated revenues, in 2002 and increased $5.0 million in
2002 from $223.8 million, or 67.7% of consolidated revenues, in
2001. As a percentage of consolidated revenues, North America
revenue decreased 2.3% from 2002 to 2003 and decreased 0.7%
from 2001 to 2002. Asia Pacific revenue increased $9.1 million
to $65.0 million, or 17.1% of consolidated revenues, in 2003
from $55.9 million, or 16.3% of consolidated revenues, in 2002.
In 2002, Asia Pacific revenue decreased $0.3 million from
$56.2 million, or 17.0% of consolidated revenues, in 2001. As
a percentage of consolidated revenues, Asia Pacific revenue
increased 0.7% from 2002 to 2003 and decreased 0.6% from

2001 to 2002. European revenue increased $12.8 million to
$69.4 million, or 18.2% of consolidated revenues, in 2003
from $56.6 million, or 16.6% of consolidated revenues, in
2002 and increased $6.2 million in 2002 from $50.4 million,
or 15.3% of consolidated revenues, in 2001. As a percentage of
consolidated revenues, European revenue increased 1.6% from
2002 to 2003 and increased 1.3% from 2001 to 2002. In 2003,
the international growth resulted from the continued expan-
sion of Premiere Conferencing’s international operations and
the positive impact of foreign currency exchange rates. In 2002,
the Company experienced revenue growth in the European
region mainly as a result of the expansion of Premiere Confer-
encing in that region and a customer base acquisition at
Xpedite, which also accounted for a majority of the domestic
growth in 2002. The Company believes it will have continued
growth in revenues in both the European and Asia Pacific
regions as it continues to expand internationally.

COST OF REVENUES
Consolidated cost of revenues were 34.9%, 34.5% and 37.9% 
of consolidated revenues in 2003, 2002 and 2001, respectively.
Consolidated cost of revenues from continuing operations
increased 13.5% to $133.5 million in 2003 from $117.7 million
in 2002 and decreased 6.1% in 2002 from $125.3 million in
2001. Cost of revenues in the Company’s operating segments
are as follows:

Xpedite cost of revenue was 31.2%, 30.3% and 34.0% of seg-
ment revenue in 2003, 2002 and 2001, respectively. Xpedite
cost of revenue increased 13.6% to $69.8 million in 2003 from
$61.4 million in 2002 and decreased 16.2% from $73.3 million
in 2001. In 2003, the $8.4 million increase in cost of revenue
was due to overall revenue growth associated with all services,
increased hardware sales in Japan, the impact of acquisitions in
2003 and the negative impact of the weaker dollar. In 2002,
cost of revenue decreased due to decreases in per minute tele-
communications rates for the Xpedite worldwide network, as
well as increased sales of messageREACH and voiceREACH
products, which carry lower cost of revenues. Lower telecom-
munications costs have become the general industry trend over
the past several years. Xpedite utilizes several telecommunica-
tion service providers and, accordingly, can direct traffic to
providers offering the lowest rates. These decreases in telecom-
munications costs were slightly offset by direct operating costs
increases from 2001 to 2002 as a result of the increase in
Xpedite’s hardware sales in Japan, which carries a 70% direct
cost, and an increase in message volume related to
messageREACH and voiceREACH products.

Premiere Conferencing cost of revenue was 40.5%, 40.7% 
and 45.1% of segment revenue in 2003, 2002 and 2001,
respectively. Premiere Conferencing’s cost of revenue increased
13.4% to $63.9 million in 2003 from $56.3 million in 2002
and increased 8.4% in 2002 from $52.0 million in 2001.
Average telecommunications costs have declined on a per
minute basis and increased in 2003 and 2002 as a percentage
of revenue basis as a result of price compression in all services
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and the shift to unattended services, which generate a lower
average selling price. Other direct operating costs during 2003,
however, have remained flat in absolute dollars and decreased
as a percent of revenue as operating efficiencies and the shift
toward increased demand for unattended conferencing has
allowed for a reduction in direct operating personnel over the
past two years.

SELLING AND MARKETING
Consolidated selling and marketing costs from continuing
operations as a percent of consolidated revenues were 26.6%,
26.2% and 22.8% in 2003, 2002 and 2001, respectively.
Consolidated selling and marketing costs from continuing
operations increased 13.9% to $101.3 million in 2003 from
$89.0 million in 2002, and increased 17.8% in 2002 from
$75.5 million in 2001. Selling and marketing costs in the
Company’s operating segments were as follows:

Xpedite selling and marketing costs as a percentage of segment
revenue were 28.7%, 30.4% and 24.8% in 2003, 2002 and
2001, respectively. Xpedite selling and marketing costs
increased 4.5% to $64.3 million in 2003 from $61.6 million in
2002, and increased 15.0% in 2002 from $53.6 million in
2001. Despite the reduction in headcount in 2003, expenses
increased primarily due to the negative impact of the weaker
dollar, higher commissions due to higher revenue and higher
commission rates, and increased travel, training and meeting
costs. In 2002, the increase was due primarily to an increased
sales and marketing headcount.

Premiere Conferencing selling and marketing costs as a per-
centage of segment revenue were 23.4%, 19.8% and 18.5% in
2003, 2002 and 2001, respectively. Premiere Conferencing sell-
ing and marketing costs increased 35.0% to $37.0 million in
2003 from $27.4 million in 2002, and increased 28.3% in 2002
from $21.3 million in 2001. In 2003, the increase is attributa-
ble to additional sales headcount in North America, Europe
and Asia Pacific and the effect of foreign currency exchange. In
2002, the 1.3% increase as a percent of segment revenue was
due primarily to increased selling and marketing headcount.

GENERAL AND ADMINISTRATIVE
Consolidated general and administrative costs from continuing
operations as a percentage of consolidated revenues were
14.8%, 16.4% and 17.6% in 2003, 2002 and 2001, respectively.
Consolidated general and administrative costs from continuing
operations increased 1.0% to $56.5 million in 2003 from 
$55.8 million in 2002, and decreased 4.2% from $58.3 million
in 2001. General and administrative costs in the Company’s
operating segments were as follows:

Xpedite general and administrative costs as a percentage of
segment revenue were 14.7%, 13.6% and 14.5% in 2003, 2002
and 2001, respectively. Xpedite general and administrative
costs increased 19.7% to $32.9 million in 2003 from $27.5 mil-
lion in 2002, and decreased 12.3% in 2002 from $31.4 million
in 2001. The growth in 2003 was due to the negative impact of

the weaker dollar, the reallocation of executive expenses from
the Holding Company, and the MediaLinq acquisition. The
decrease in general and administrative costs as a percentage of
segment revenue from 2001 to 2002 of 0.9% is due primarily
to reductions in headcount in administration and customer
service during early 2002.

Premiere Conferencing general and administrative costs as a
percentage of segment revenue were 7.7%, 9.1% and 9.6% in
2003, 2002 and 2001, respectively. Premiere Conferencing gen-
eral and administrative costs decreased 3.1% to $12.1 million
in 2003 from $12.5 million in 2002, and increased 13.2% in
2002 from $11.1 million in 2001. The decrease in 2003 is pri-
marily related to reduced bad debt expense from improved col-
lections offset in part by changes in foreign currency exchange
rates. In 2002, general and administrative costs as a percentage
of segment revenue declined despite an overall dollar increase
of $1.4 million. This decline is primarily due to the growth in
unattended revenue as a percentage of consolidated revenues.
The Company believes that its ReadyConference product is
highly scalable and does not require proportional increases in
back office support.

Holding Company general and administrative costs as a per-
centage of consolidated revenues were 3.0%, 4.6% and 4.9% in
2003, 2002 and 2001, respectively. Holding Company general
and administrative costs were $11.4 million, $15.8 million and
$16.3 million in 2003, 2002 and 2001, respectively. The decrease
of $4.4 million from 2002 to 2003 is mainly due to a decrease
in salary and wage expense due to headcount reduction and
salary allocation, a decrease in acquisition-related costs and
decreased travel costs. The $0.5 million decrease from 2001 to
2002 is primarily due to salary reductions, which were offset in
part by approximately $1.6 million in acquisition-related costs
consisting primarily of legal, accounting, investment, advisory
and other consulting fees incurred in 2002 for two potential
acquisitions that did not close.

RESEARCH AND DEVELOPMENT
Consolidated research and development costs from continuing
operations as a percentage of consolidated revenues were 2.2%,
2.1% and 3.4% in 2003, 2002 and 2001, respectively. Consoli-
dated research and development costs from continuing opera-
tions increased 18.4% to $8.6 million in 2003 from $7.2 million
in 2002, and decreased 34.7% in 2002 from $11.1 million in
2001. Research and development costs in the Company’s
operating segments were as follows:

Xpedite research and development costs as a percentage of
segment revenue were 2.9%, 2.7% and 4.1% in 2003, 2002 and
2001, respectively. Xpedite research and development costs
increased 19.1% to $6.5 million in 2003 from $5.4 million in
2002, and decreased 39.2% in 2002 from $8.9 million in 2001.
The increase in 2003 is due primarily to the additional cost
associated with newly released products, fax2MAIL and finan-
cial supply chain management services. In 2002, research and
development costs as a percentage of segment revenue decreased
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as a result of a reduction in headcount and increased capital-
ized development costs of approximately $1.6 million.

Premiere Conferencing research and development costs as a
percentage of segment revenue were 1.3%, 1.3% and 1.9% in
2003, 2002 and 2001, respectively. Premiere Conferencing
research and development costs increased 16.4% to $2.1 mil-
lion in 2003 from $1.8 million in 2002, and decreased 16.0%
in 2002 from $2.2 million in 2001. The increase in 2003 was
the result of additional headcount during the year deployed in
developing new products. In 2002, the slight decrease as a
percentage of segment revenue was due primarily to increased
revenue of existing products and reduced headcount.

DEPRECIATION
Consolidated depreciation costs from continuing operations as
a percentage of consolidated revenues were 6.2%, 6.3% and
6.3% in 2003, 2002 and 2001, respectively. Consolidated depre-
ciation costs from continuing operations increased 9.5% to
$23.6 million in 2003 from $21.5 million in 2002 and increased
4.0% from $20.7 million in 2001. Depreciation costs in the
Company’s operating segments were as follows:

Xpedite depreciation costs were 6.4%, 6.5% and 6.3% of seg-
ment revenue in 2003, 2002 and 2001, respectively. Xpedite
depreciation costs increased 8.2% to $14.2 million in 2003
from $13.1 million in 2002, and decreased 3.2% in 2002 from
$13.6 million in 2001. This change represents a $1.1 million
increase from 2002 to 2003 and a $0.5 million decrease in
costs from 2001 to 2002. The $1.1 million increase in 2003 is
related to fixed assets acquired through acquisition in 2003 of
approximately $3.5 million and increased capital expenditures
of $3.1 million from 2002. The $0.5 million decrease in 2002
is attributable to the timing of depreciation for capital expen-
ditures purchased in the latter half of 2001.

Premiere Conferencing depreciation costs were 5.3%, 5.4% and
6.0% of segment revenue in 2003, 2002 and 2001, respectively.
Premiere Conferencing depreciation costs increased 12.2% to
$8.4 million in 2003 from $7.5 million in 2002 and increased
6.1% in 2002 from $7.1 million in 2001. This change repre-
sents a $0.9 million increase from 2002 to 2003 and a $0.4 mil-
lion increase from 2001 to 2002. As a percentage of segment
revenue, depreciation remained relatively constant from 2002
to 2003 as capital expenditures have remained relatively
constant to revenue growth over the past fiscal year.

Holding Company depreciation costs remained relatively con-
stant at $0.9 million, $0.9 million and $0.8 million in 2003,
2002 and 2001, respectively.

AMORTIZATION
Consolidated amortization from continuing operations as a
percentage of consolidated revenues was 1.8%, 3.2% and 26.8%
in 2003, 2002 and 2001, respectively. Consolidated amortiza-
tion from continuing operations was $6.7 million, $10.9 mil-
lion and $88.6 million in 2003, 2002 and 2001, respectively.

Goodwill amortization was $65.1 million in 2001. Other intan-
gibles amortization which consists of customer lists, developed
technology and assembled workforce was $6.7 million, $10.9
million and $23.5 million in 2003, 2002 and 2001, respec-
tively. With the adoption of SFAS No. 142, “Accounting for
Goodwill and Other Intangible Assets,” which became effective
January 1, 2002, the Company no longer records amortization
expense associated with goodwill, but instead, goodwill is sub-
ject to a periodic impairment assessment by applying a fair
value based test. This analysis was completed for the years
ended December 31, 2003 and 2002 and no impairment was
identified. Amortization as a percentage of consolidated rev-
enues, exclusive of goodwill amortization, would have been
7.1% in 2001. In 2003, 2002 and 2001, amortization decreased
due to the customer list impairments associated with the
Xpedite operating segment in 2002 and 2001. This decrease in
2003 was slightly offset by increased amortization associated
with acquisitions completed during the year, resulting in
approximately $2.9 million of new amortization in 2003. See
“Asset impairments” below for a further discussion related to
these impairments in 2002 and 2001.

RESTRUCTURING COSTS
Realignment of Workforce – 2003
During the third and fourth quarters of 2003, management
executed a plan to reduce annual operating expenses through a
reduction in personnel costs related to the Company’s operations,
sales and administration and the abandonment of certain facili-
ties deemed to have no future economic benefit to the Company,
net of estimated sublease payments. The plan eliminated, through
a reduction in workforce, approximately 135 employees across
both business units and at the Holding Company.

On a business unit basis, Xpedite recorded a charge of approxi-
mately $9.3 million, comprised of severance and exit costs of
approximately $3.7 million and contractual lease obligations,
including estimated sublease income of $3.1 million, of approx-
imately $5.6 million. During 2003, Xpedite paid approximately
$1.5 million related to severance obligations and $0.3 million
in contractual obligations. A majority of the contract termina-
tion costs relate to an Xpedite real property lease which expires
in 2016, and, as such, approximately $4.3 million of this liabil-
ity has been classified in other long-term liabilities on the bal-
ance sheet at December 31, 2003. The remaining restructuring
reserve was approximately $7.5 million at December 31, 2003.
Premiere Conferencing 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 ter-
mination and other associated costs. During 2003, Premiere Con-
ferencing paid approximately $0.8 million related to severance
obligations. The remaining accrual for Premiere Conferencing
at December 31, 2003 was approximately $0.2 million. The
Holding Company recorded a charge of approximately $0.7 mil-
lion relating to severance obligations due to the former 
Chief Legal Officer of which $0.2 million had been paid as of
December 31, 2003, leaving a remaining accrual of $0.5 million.
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Realignment of Workforce – Fourth Quarter 2002
In the fourth quarter of 2002, Xpedite and the Holding Company
terminated employees pursuant to a plan to reduce headcount
and sales and administration costs. The plan called for the
reduction of 54 and 5 employees at Xpedite and the Holding
Company, respectively. The combined costs associated with the
restructuring plan total $1.5 million, of which $0.7 million and
$0.3 million were paid in 2003 and 2002, respectively. Of the
remaining balance $0.4 million and $0.1 million will be paid 
in 2004 and 2005, respectively. 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 Xpedite and
the Holding Company, respectively. Also, in the fourth quarter
of 2002 Xpedite 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 exit-
ing this business of $0.3 million are primarily non-cash and
represent the loss on disposal of the voice messaging assets.

Realignment of Workforce and Facilities – Fourth Quarter 2001
Due to continued revenue declines not anticipated by manage-
ment in both the Voicecom and Xpedite operating segments in
the second half of 2001, plans for additional workforce cost
reductions were established and personnel were notified dur-
ing the fourth quarter of 2001. The plan commitment reduced
annual operating expenses by $6.7 million. The plan eliminated,
through involuntary separation, approximately 120 non-sales
force employees in both Voicecom and Xpedite and eliminated
143 network equipment sites in the Voicecom operating seg-
ment. The overall management plan allowed for reinvesting
these cost savings into additional sales force employees in
order to stabilize the decline in revenues in both operating seg-
ments. Accordingly, the Company accrued restructuring costs
of approximately $4.1 million associated with this plan com-
mitment. Cash payments in 2003, 2002 and 2001 associated
with this plan were $0.2 million, $2.1 million and $1.0 mil-
lion, respectively. In addition in 2003, the Company was able
to terminate a lease for one of the network equipment sites
that was eliminated as part of this plan and therefore approxi-
mately $0.2 million of costs were reversed to the discontinued
operations line item. Of the $4.1 million of costs associated
with this plan, approximately $0.7 million of non-cash charges
were incurred for severance cost obligations paid through
immediately vested stock options issued below market price on
the date of grant. Accordingly, this portion of the restructuring
costs was recorded as additional paid-in-capital. The Company
paid the remaining severance obligations during 2003 and does
not expect any further payments.

Realignment of Workforce and Facilities – Second Quarter 2001
During the second quarter of 2001, management committed to
a plan to reduce annual operating expenses by approximately
$13.7 million through the elimination of certain operating activ-
ities in its Voicecom and Xpedite operating segments, and at the
Holding Company, and the corresponding reductions in person-
nel costs relating to the Company’s operations, sales and admin-
istration. The plan eliminated, through involuntary separation,

approximately 168 non-sales force employees and allowed the
Company to exit duplicative facilities in the Voicecom business
segments. Accordingly, the Company accrued restructuring
costs of approximately $6.7 million associated with this plan
commitment. The Company expects to incur a total of approx-
imately $5.0 million of cash payments related to severance, exit
costs and contractual obligations associated with the $6.7 mil-
lion plan costs. Approximately $1.2 million and $3.8 million of
these cash payments were made by December 31, 2002 and
2001, respectively, and were primarily related to severance and
exit cost activities. The Company paid the remaining severance
obligations during 2003 and does not expect any further pay-
ments. Approximately $1.7 million of non-cash charges recorded
in 2001 are related to certain executive management severance
costs from employee stock option modifications and forgiveness
of employee notes receivable. Accordingly, this portion of the
restructuring costs was recorded as additional paid-in-capital.

ASSET IMPAIRMENTS
Effective January 1, 2002, the Company adopted SFAS No. 144,
“Accounting for the Impairment of Disposal of Long-Lived
Assets” (“SFAS No. 144”). The following table summarizes the
asset impairments from continuing operations incurred by
operating segment for the years ended December 31, 2002 and
2001 (in thousands):

Premiere Holding
Xpedite Conferencing Company Total

2002

Other intangibles $ 3,202 $ – $ – $ 3,202

2001

Goodwill $91,571 $ 91,571

Other intangibles 6,679 6,679

Property and 

equipment, net 777 984 785 2,546

$99,027 $984 $785 $100,796

During the fourth quarter of 2002, the Company assessed the
carrying value of the customer lists at Xpedite pursuant to
SFAS No. 144 as Xpedite experienced a decline in revenue in
certain international markets during the latter half of 2002.
Using the best estimate approach, the fair value of certain cus-
tomer lists associated with the markets experiencing the decline
were determined to be less than the carrying value at Decem-
ber 31, 2002, resulting in a $3.2 million asset impairment.

During the second half of 2001, business conditions declined
significantly in the Xpedite operating segment. The following
is a comparison of revenue performance for the first six
months of 2001 versus the second six months of 2001 (in
thousands):

First Six Second Six
Months 2001 Months 2001 % Change

Revenue $112,552 $103,113 –8.4%
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During the fourth quarter of 2001, the Company assessed the
outlook of revenues of certain services and evaluated the poten-
tial impairment of certain assets associated with the operating
equipment, goodwill and other intangible assets of Xpedite
pursuant to SFAS No. 121, “Accounting for the Impairment of
Long-Lived Assets and for Long-Lived Assets to be Disposed Of.”
Management reviewed the identifiable undiscounted future
cash flows, including the estimated residual value to be gener-
ated by the assets to be held and used by the business acquired
in Xpedite at their asset grouping level. Based on the results of
these assessments, the Company recorded the $100.8 million
impairment in the fourth quarter of 2001 from continuing
operations ($99.0 million of which was related to Xpedite, 
as discussed further below).

Xpedite impairment – 2001
In Xpedite, a decline in the legacy store and forward fax rev-
enues and weakness in the European and Asia Pacific regions
of the business began to occur in the latter part of the third
quarter and the early part of the fourth quarter of 2001.
Accordingly, management was concerned that a fair value
assessment would potentially be lower than the carrying value
on the balance sheet. A third party appraisal was performed
using a discounted cash flow income approach to valuing the
business, using a 15% discount rate. The valuation resulted in
an asset impairment related to the Xpedite operating segment
of $99.0 million to reflect the carrying value in excess of fair
value at December 31, 2001. Of the $99.0 million, property
and equipment impairments of $0.7 million at Xpedite related
primarily to the abandonment of its Indonesian operations due
to declining revenues and profits. Indonesia represented less
than 1% of Xpedite revenue.

Other impairments – 2001
Additionally, management recorded asset impairments totaling
$1.8 million related to the carrying value of capitalized soft-
ware associated with certain internal information systems at
both Premiere Conferencing and the Holding Company that
have been taken out of service.

EQUITY-BASED COMPENSATION CHARGES
The following summarizes the components of equity-based
compensation expense for the years ended December 31, 2003,
2002 and 2001 (in thousands, except share data):

Earned Unearned

Shares Dollars Shares Dollars

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 and restricted 

shares issued for 

services rendered 866

361,812 $ 2,921 272,000 $ 813

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

2001

Options exchanged 

for restricted shares 1,765,969 $ 5,807 638,592 $2,120

Restricted shares issued 

to executive management 826,194 2,483 576,000 1,740

Note forgiveness related to

restricted shares in former 

affiliates and related taxes 

(see Note 14) 11,072

Compensation to 

management in association 

with restricted shares in 

former affiliates 497

Options and restricted 

shares issued for 

services rendered 15,000 570

2,607,163 $20,429 1,214,592 $3,860
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Options exchanged for restricted shares
Due to declines in the Company’s 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
Company stock. In order to provide better performance incen-
tives for employees and directors and to align the employees’
and directors’ interests with those of the shareholders, in the
fourth quarter of 2001 the Company offered an exchange pro-
gram in which it 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
therefor vested on the day after the exchange date. To the
extent options were vested at the exchange date, the Company
recognized equity-based compensation expense determined by
using the closing price of the Company’s 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 the balance sheet under the line item
“Unearned restricted share compensation.” This value was also
determined using the closing price of the Company’s 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 2003 and 2002, approximately
170,000 and 402,000 shares vested, and equity-based compen-
sation expense of $0.6 million and $1.3 million was recognized,
respectively. Assuming all employees at December 31, 2003
will remain employed by the Company through their vesting
period, the equity-based compensation expense in future years
resulting from the restricted shares issued in the option
exchange will be $0.3 million in 2004.

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, 2003, this option
count was approximately 397,000 due to the sale of Voicecom,
exercises subsequent to the date of exchange and other cancel-
lations of these options. These options will be subject to vari-
able accounting until such options are exercised, are forfeited,
or expire unexercised. These options have exercise prices rang-
ing from $5.23 to $29.25. At December 31, 2003, a charge of
approximately $1.1 million was recorded because the market
value of the Company’s common stock was greater than the
exercise price of a portion of the options. At December 31, 2002
and 2001, no charge was recorded because the exercise price of
each of the options was greater than the market value of the
Company’s common stock.

Restricted shares issued to management
Certain members of management of the Company 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 inter-
ests of the shareholders. Certain of these restricted shares
vested immediately in 2001 and were restricted from trading
for a one-year period. The remaining restricted shares vest on a
straight-line basis through 2004, and the equity-based compen-
sation expense recorded in 2003 was $0.4 million. The antici-
pated remaining equity-based compensation expense resulting
therefrom will be approximately $0.5 million for 2004.

Loans and note forgiveness associated with restricted shares 
in former affiliates and related taxes
During the second quarter of 1999, the Company awarded
restricted share grants to the Chief Executive Officer, Chief
Operating Officer and certain other officers of Company-
owned shares held in certain investments in affiliates made in
connection with its PtekVentures activities. The vesting periods
for these shares ranged from immediately upon grant to three
years, contingent on the executive being employed by the
Company. In connection with this action, the Company
recorded a non-cash charge of $1.2 million in 2000 related to
the vesting of these grants.

In 1999 and 2000, the Company loaned $6.3 million with
recourse to the current Chief Executive Officer and Chief
Operating Officer to pay taxes in connection with these
restricted share grants. These loans were due on December 31,
2006, accrued interest at 6.20% and were secured by the
restricted shares granted. In March 2000, the Company agreed
to forgive one-seventh of the principal plus accrued interest on
such loans as of December 31, 2000, provided that the execu-
tives were employees of the Company on that date. Such
amounts were forgiven as of December 31, 2000.

In 2001, the Company agreed to forgive the remaining balance
of the recourse tax loans to the CEO and COO, effective as of
December 31, 2001, provided that the executives were employ-
ees of the Company on that date. The principal and interest
forgiven was $5.8 million and the employee tax liability
assumed by the Company was $5.3 million. The tax liability
was paid primarily in the first quarter of 2002.

Notes receivable – employees
During 2002, the Company 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, 
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accrue interest at a weighted average rate of 5.5%, and are
secured by the restricted shares granted. During 2003 several
of these loans, including interest, were paid off leaving a prin-
cipal balance at December 31, 2003 of $1.7 million. The total
interest accrued on these loans as of December 31, 2003 was
approximately $0.1 million. The Company is obligated to
make additional loans to pay taxes associated with the future
vesting of restricted shares, but the dollar amount of such
loans cannot be determined at this time.

Compensation to management in association with restricted
shares in former affiliates
In 2001, the Company approved discretionary bonuses in the
aggregate amount of $0.5 million to two executive vice presi-
dents of the Company who were awarded restricted share grants
in affiliates during the second quarter of 1999, which shares
had lost significant market value since the dates of grant.

Options and restricted shares issued for services rendered
In 2003, the Company has recognized approximately $0.9 mil-
lion 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. In
2001, the Company issued stock options and restricted shares
of Company Common Stock to consultants for various con-
sulting services performed for the Company.

NET LEGAL SETTLEMENTS AND RELATED EXPENSES
Net legal settlements and related expenses were $0.0 million,
$7.3 million and $2.3 million in 2003, 2002 and 2001, respec-
tively. Net legal settlements and related expenses in 2002
consisted of approximately $3.3 million attributable to the set-
tlement of the shareholder class action lawsuit and $4.0 million
for a shareholder lawsuit relating to the Company’s acquisition
of its Premiere Conferencing operating segment. Net legal set-
tlements and related expenses in 2001 were primarily related
to $1.6 million of costs incurred that relate to shareholder
litigation matters.

INTEREST EXPENSE
Interest expense from continuing operations was $9.6 million,
$11.5 million and $11.5 million in 2003, 2002 and 2001,
respectively. Interest expense decreased in 2003 as a result of
the repurchase and redemption of $157.5 million of 2004
Convertible Notes and $4.1 million of term loans offset by the
interest expense associated with the 2008 Convertible Notes
issued in August 2003. For a description of the 2004 and 2008
Convertible Notes, see “Liquidity and Capital Resources.”
Interest expense remained constant in 2002.

INTEREST INCOME
Interest income was $0.9 million, $1.5 million and $0.6 million
in 2003, 2002 and 2001, respectively. The decrease in interest
income in 2003 of $0.6 million was the result of a decrease 
in cash and cash equivalents of $44.8 million as a result of
repurchase and/or redemption of the 2004 Notes and several

employee loans being paid off during 2003. Interest income
increased in 2002 primarily due to growth in cash and cash
equivalents of $19.9 million from 2001 to 2002 that was
invested in interest bearing accounts, and from interest
accrued for employee loans.

GAIN ON SALE OF MARKETABLE SECURITIES
Gain on marketable securities was $1.6 million, $0.9 million
and $3.0 million in 2003, 2002 and 2001, respectively. During
2003 the Company sold all of its remaining shares of its invest-
ment in WebMD Corporation (“WebMD”) for aggregate pro-
ceeds less commissions of $0.8 million and realized gains of
approximately $0.6 million. In addition, the Company sold all
of its investment in EasyLink common stock for aggregate pro-
ceeds less commissions of $2.1 million and realized gains of
approximately $1.0 million. During 2002, the Company sold
133,857 shares of its investment in WebMD for aggregate pro-
ceeds less commissions of approximately $1.0 million and real-
ized gains of approximately $0.9 million. During 2001, the
Company sold 200,000 shares of its investment in WebMD,
88,596 shares of its investment in S1 Corporation and 120,000
shares of its investment in WebEx, Inc. for aggregate proceeds
less commissions of approximately $5.2 million and realized
gains of $3.0 million.

GAIN ON REPURCHASE OF BONDS
The Board of Directors of the Company authorized the
Company’s management to repurchase or redeem the 2004
Convertible Notes in the open market or in privately negoti-
ated transactions, at management’s discretion. During 2003,
the Company used existing cash, borrowings on the Line of
Credit and the net proceeds from the 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.”

ASSET IMPAIRMENT AND OBLIGATIONS – 
INVESTMENTS
The Company, through its PtekVentures investment arm, made
investments in various companies engaged in emerging tech-
nologies related to Internet commerce. These investments were
classified initially as either cost or equity investments in accor-
dance with APB Opinion No. 18, “The Equity Method of
Accounting for Investments in Common Stock,” and evaluated
based upon activity. The Company continually evaluated the
carrying value of its ownership interests in non-public invest-
ments in the PtekVentures portfolio for impairment that was
“other than temporary” based on achievement of business plan
objectives and current market conditions. The business plan
objectives the Company considered include, among others,
those related to financial performance such as achievement of
planned financial results, forecasted operating cash flows and
completion of capital raising activities, and those that are not
primarily financial in nature such as the development of
technology or the hiring of key employees. The Company has
previously taken impairment charges on certain of these invest-
ments when it has determined that an “other than temporary”
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decline in the carrying value of the investment has occurred.
Many Internet-based businesses experienced difficulty in rais-
ing additional capital necessary to fund operating losses and
make continued investments that their management teams
believed necessary to sustain operations. Valuations of public
companies operating in the Internet sector declined signifi-
cantly during 2001. During 2001, market conditions declined
for the non-public companies in the PtekVentures portfolio,
with certain of these companies filing for bankruptcy and sub-
sequently being liquidated. The remaining portfolio companies’
financial performance and updated financial forecasts for the
near term led management to the conclusion that there was an
“other than temporary” decline in the carrying value of these
companies. Accordingly, the Company decided to exit the ven-
ture business and cease future funding in its portfolio compa-
nies. As a result, the Company recorded an impairment charge
of approximately $29.2 million during the second quarter of
2001 for the remaining carrying value of its non-public com-
pany investment portfolio.

Further, during the fourth quarter of 2001, one of the portfolio
companies that was previously impaired defaulted on its credit
facility and lease obligation. The Company had provided a
standby letter of credit on this credit facility and is a guarantor
of the lease obligation. Accordingly, an obligation expense for
these guarantees in the entire amount of $2.5 million was
recorded at December 31, 2001. During the first quarter of
2002, the Company paid its commitment on the standby letter
of credit in the amount of $0.5 million.

Additionally, during the fourth quarter of 2001, the Company
sold a significant portion of its interest in PtekVentures for
proceeds and a gain of $0.2 million, primarily in the form of
two notes that accrue interest at 5.05% annually and are due in
full on December 31, 2011. A third party appraisal was per-
formed to value the portfolio companies owned by
PtekVentures. The purchaser is primarily owned by two former
executives of PtekVentures. The Company has received an
income tax refund of approximately $9.2 million from the cap-
ital loss carryback associated with the sale of this interest.

AMORTIZATION OF GOODWILL 
EQUITY INVESTMENTS
During the first quarter of 2001 and the latter half of 2000, the
Company amortized goodwill created by investments that were
accounted for under the equity method of accounting. The
amount by which the Company’s investment exceeds its share
of the underlying net assets is considered to be goodwill, and
is amortized over a three-year period. Amortization related to
equity investments totaled $1.6 million and $4.9 million in 2001
and 2000, respectively, and is included in the Consolidated
Statements of Operations as “Amortization of goodwill–equity
investments.” The decline in amortization in 2001 is the result
of full impairments to these investments during the second
quarter of 2001.

DISCONTINUED OPERATIONS
Consistent with the Company’s increased focus on extending
its market leadership in conferencing and messaging services
for global enterprise customers, the Company retained a finan-
cial advisor to assist in evaluating strategic alternatives for por-
tions of its business during 2001. As a result of that evaluation,
the Company decided to pursue the separation of Voicecom
from the rest of PTEK, and on March 26, 2002 the Company
sold substantially all the assets of its Voicecom business unit 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 dis-
continued 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. See Note 7–
“Acquisitions and Dispositions” to the Consolidated 
Financial Statements.

During the fourth quarter of 2002, the Company 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 liabilities were no
longer required. Thus, in the fourth quarter of 2002 an adjust-
ment was made to these estimates reducing the loss on discon-
tinued operations of approximately $2.9 million, net of taxes.

During 2003, an arbitrator issued his ruling relating to fran-
chise disputes brought by Digital Communication Services,
Inc., a former franchisee of the Voicecom business unit. 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 pend-
ing claims, except a $15,000 award to the franchisor for equip-
ment 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 has been included in the
discontinued operations line item in the income statement. 
See Note 18 – “Commitments and Contingencies” to the
Consolidated Financial Statements.

EFFECTIVE INCOME TAX RATE
In 2003, 2002 and 2001, the Company’s effective income tax
rate varied from the statutory rate, primarily as a result of
nondeductible goodwill amortization in 2001 and asset impair-
ments associated with the Company’s acquisitions that have
been accounted for under the purchase method of accounting,
and changes in calculating allowances and estimates. Changes
in valuation allowances and estimates are required when facts
and circumstances indicate that realization of tax benefits or
the actual amount of taxes expected to be paid has changed.
During the third quarter of 2003, the Company reviewed its
provision for uncertain tax matters. The result of this review
indicated it was appropriate to reduce this provision by approx-
imately $9.0 million. In addition, during the third quarter 
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of 2003, the Company utilized certain tax planning strategies
to reduce taxes and additional exposures were identified asso-
ciated with revenue agent examinations. The net effect of these
tax strategies and additional exposures was a benefit of approx-
imately $0.2 million. During the year ending December 31, 2002,
the Company realized tax benefits of approximately $5.6 mil-
lion of which approximately $1.0 million and $4.6 million were
realized in the third and fourth quarters, respectively, due to
changes in previous estimate. See Note 19 – “Income Taxes.”

During the third quarter of 2003, the Company reviewed its
provision for uncertain tax matters. The result of this review
indicated it was appropriate to reduce this provision by
approximately $9.0 million. Net of this tax benefit, income
from continuing operations for the year ended December 31,
2003 would have been $17.9 million. Net income would have
been $16.9 million. Basic income per share from continuing
operations would have been $0.33, and net income per share
would have been $0.32 for the year ended December 31, 2003.
Diluted earnings per share from continuing operations and
from net income would have been $0.31 and $0.29, respec-
tively, for the year ended December 31, 2003.

The Company believes it has appropriately accrued for tax
exposures. If the Company is 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, the Company may need to adjust tax accounts
which could materially impact its financial condition and
results of operations.

ACQUISITIONS
Xpedite – MediaLinq
In September 2003, Xpedite entered into an asset purchase
agreement with Captaris, Inc. (“Captaris”) and its wholly-owned
subsidiary MediaTel Corporation (Delaware) (“MediaTel”),
whereby Xpedite purchased substantially all of the assets of
MediaLinq, an outsource division of Captaris operated by
MediaTel. The effective date of this transaction was September 1,
2003, and the results of MediaLinq have been included in the
consolidated financial statements since that date. 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 adjustment, and approximately $0.6 million
is estimated transaction fees and closing costs. Xpedite funded
the purchase through its existing working capital. In accordance
with SFAS No. 141, “Business Combinations,” the purchase
price was allocated as follows (in thousands):

Current assets $ 4,076

Property and equipment 2,240

Intangible assets 11,103

Long term assets 102

Total assets acquired 17,521

Current liabilities (1,565)

Total liabilities assumed (1,565)

Net assets acquired $15,956

The acquired intangibles have an estimated useful life of five
years. Developed technology of approximately $1.8 million and
customer lists of approximately $9.3 million are included in
the intangible assets.

In addition, Xpedite and Captaris entered into license and
reseller agreements for Captaris’ e-document delivery technol-
ogy, and the parties will cooperate in providing mutual resale
opportunities for each other’s products and services. The
license and reseller agreements provide for minimum compen-
sation to Captaris of $2.0 million over a three-year period.

The unaudited pro forma combined historical results, as if
MediaLinq had been acquired at the beginning of fiscal 2001
are estimated to be (in thousands):

Years Ended December 31,

2003 2002 2001

Revenue $399,026 $364,466 $353,183

Income (loss) from continuing 

operations 27,387 15,277 (209,349)

Basic income (loss) from 

continuing operations per share $ 0.51 $ 0.29 $ (4.19)

Adjusted income (loss) from 

continuing operations 28,360 15,277 (209,349)

Diluted income (loss) from 

continuing operations per share $ 0.46 $ 0.27 $ (4.19)

Net income (loss) 26,412 2,744 (241,811)

Basic net income (loss) per share $ 0.49 $ 0.05 $ (4.84)

Adjusted net income (loss) 27,384 2,744 (241,811)

Diluted net income (loss) per share $ 0.45 $ 0.05 $ (4.84)

The pro forma results include amortization of the acquired
intangibles as identified above. The pro forma results are 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.
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Xpedite – Other acquisitions
In April 2003, Xpedite and its Canadian subsidiary acquired
substantially all of the assets of BillWhiz, Inc. d/b/a Linkata
Technologies, a Canadian company. The Company will pay a
minimum of approximately $0.4 million, up to a maximum 
of approximately $0.8 million, in cash purchase price over a
three-year earn-out period based on the achievement of speci-
fied revenue targets. If the earn-out is achieved, the purchase
price will be adjusted in accordance with SFAS No. 141,
“Business Combinations.”

In January 2003, Xpedite acquired substantially all of the assets
related to the U.S. based e-mail and facsimile messaging busi-
ness of C&W, and assumed certain liabilities, for a total pur-
chase price of $11.4 million. The Company paid $6.0 million
in cash at closing, $0.4 million in transaction fees and closing
costs, and will pay $5.0 million in 16 equal quarterly install-
ments commencing with the quarter ended March 31, 2003,
which is secured under the Line of Credit. The Company fol-
lowed SFAS No. 141, “Business Combinations,” and approxi-
mately $1.1 million of the aggregate purchase price has been
allocated to acquired property, plant and equipment, and 
$10.3 million of the aggregate purchase price has been allocated
to identifiable customer lists which are being amortized over 
a five-year useful life.

Premiere Conferencing
In July 2003 Premiere Conferencing acquired substantially all
of the assets related to the Affinity Conferencing Services, Inc.
The Company will pay a minimum of approximately $0.3 mil-
lion 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. If the earn-out is
achieved, the purchase price will be adjusted in accordance
with SFAS No. 141, “Business Combinations.”

EasyLink investment
In March 2003, the Company entered into agreements to pur-
chase a secured promissory note in the original principal amount
of $10 million and 1,423,980 shares of EasyLink’s Class A
common stock from AT&T. The parties agreed to dismiss with
prejudice the EasyLink I and II lawsuits, and in exchange for
the note and stock, PTEK paid AT&T approximately $1.9 mil-
lion in cash and issued to AT&T a seven-year warrant to pur-
chase 250,000 shares of PTEK common stock at $9.36 per
share and costs associated with the investment. The warrant is
recorded at its fair market value under the Black-Scholes
method, in accordance with FAS 123 “Accounting for Stock-
Based Compensation.” In addition, PTEK and EasyLink modi-
fied the note to, among other things, amend the payment
schedule of the note as follows: PTEK is entitled to receive
aggregate payments of approximately $13.8 million, consisting
of ten quarterly payments of $0.8 million which commenced
on December 1, 2003, and a balloon payment of approximately
$5.8 million on June 1, 2006. The note is accounted for in
accordance with AICPA Statement of Position 03-03 “Accounting
for Certain Loans and Debt Securities Acquired in a Transfer.”

LIQUIDITY AND CAPITAL RESOURCES
As of December 31 2003, the Company had $23.9 million 
in cash and cash equivalents compared to $68.8 million at
December 31, 2002. Cash balances residing outside of the
United States at December 31, 2003 were $19.3 million com-
pared to $10.3 million at December 31, 2002. The Company
routinely repatriates cash in excess of operating needs in cer-
tain countries where the cost to repatriate does not exceed the
economic benefits. Intercompany loans with foreign subsidiar-
ies generally are considered by management to be permanently
invested for the foreseeable future. Therefore, all foreign
exchange gains and losses are recorded in the cumulative trans-
lation adjustment account on the balance sheet. Based on
potential cash positions of the Company and potential condi-
tions in the capital markets, management could require repay-
ment of these loans despite the long-term intention to hold
them as permanent investments. Net working capital at
December 31, 2003 was $8.6 million compared to $62.1 million
at December 31, 2002. At December 31, 2003, the Company
had $50.2 million of undrawn credit available under its Line 
of Credit. For further description on the Line of Credit see
“–Liquidity and Capital Resources – Capital Resources.”

Cash provided by operating activities
Consolidated operating cash flows from continuing operations
were $59.8 million, $37.2 million and $29.0 million in 2003,
2002 and 2001, respectively. Consolidated operating cash flows
from continuing operations increased $22.6 million from 2002
to $59.8 million in 2003. In 2003, net income from continuing
operations, adjusted for the non-cash items of depreciation,
amortization and asset impairment, and gain on sale of mar-
ketable securities, generated cash of $55.6 million. The balance
sheet movement associated with operating activities in 2003
was attributable primarily to an increase in accounts receivable
of approximately $1.9 million due to growth in consolidated
revenues, and reductions in accounts payable and accrued lia-
bilities including payments for the settlement of a lawsuit that
was previously accrued and a discretionary cash 401(k) plan
match of approximately $4.4 million.

Cash used in investing activities
Consolidated investing activities from continuing operations
used cash of approximately $41.9 million, $6.2 million and
$32.5 million in 2003, 2002 and 2001, respectively. The 
$35.7 million increase in cash used in 2003 was primarily com-
posed of $7.0 million due to the C&W acquisition, $15.3 mil-
lion due to 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 outside legal fees related to the EasyLink note, net
of $0.8 million in proceeds received from EasyLink. The
decrease in cash used in investing activities from continuing 
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operations of $26.3 million from 2001 to 2002 was the result
of proceeds from the sale of Voicecom of approximately $7.2 mil-
lion and the decrease in capital expenditures of approximately
$11.8 million as part of the Company’s continued efforts to
expend resources only on necessary expenditures or those with
a high probability of economic benefit.

Cash (used in) provided by financing activities
Consolidated financing activities (used) or provided cash of
approximately $(62.6) million, $(5.9) million, and $1.7 million
in 2003, 2002 and 2001, respectively. 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
2004 Convertible Notes and incremental debt payments for
equipment loans and capital leases of $7.0 million paid off in
2003. These uses were offset by the $82.7 million in proceeds
from the issuance of the 2008 Convertible Notes, the net bor-
rowings on the 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 being
purchased in 2003 as compared to 2002. The increase in cash
used of $(7.5) million from 2001 to 2002 is primarily the 

result of additional treasury stock purchases of $(3.5) million
in 2002, increased payments under borrowing arrangements 
of $(2.6) million from the term loans at Premiere Conferencing
and the decrease in the proceeds from long-term borrowings 
of $(2.5) million as a result of a new $4.0 million loan in 2002
for Premiere Conferencing compared to $6.5 million of
borrowings in 2001.

Off-balance sheet arrangements
As of December 31, 2003, the Company 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, 2003, the Company had the following con-
tractual obligations. The Company is primarily obligated under
operating leases for network facilities and office space, the 2004
and 2008 Convertible Notes, semiannual interest payments on
the Convertible Notes, outstanding balances and commitment
fees on the Line of Credit, remaining cash payments on current
and prior year acquisitions and telecommunications contractual
minimum purchase agreements.

24 P T E K  H O L D I N G S ,  I N C .

The following table displays contractual obligations as of December 31, 2003 (in thousands):

Payments due by period
Total Years ended December 31,

Amounts There-
Contractual obligation Committed 2004 2005 2006 2007 2008 after

Operating leases $ 52,281 $10,880 $ 9,359 $ 7,360 $ 5,061 $ 4,363 $ 15,258

2004 Convertible subordinated notes 15,000 15,000 – – – – –

2008 Convertible subordinated notes 85,000 – – – – 85,000 –

Annual interest on convertible subordinated notes 20,087 4,681 4,250 4,250 4,250 2,656 –

Current borrowings on line of credit 5,000 – – 5,000 – – –

LOC Commitment fees 680 220 240 220 – – –

Restructuring Costs 8,741 4,445 632 442 374 374 2,474

Telecommunications supply agreements 20,733 9,223 8,767 1,103 729 729 182

Acquisitions 4,514 1,443 1,379 1,379 313 – –

Holding Company headquarters lease liability 6,008 3,084 1,146 1,103 675 – –

Other long-term liabilities 1,262 – – – – – 1,262

$219,306 $48,976 $25,773 $20,857 $11,402 $93,122 $19,176

The Company purchases telecommunication and other network
services from MCI under numerous transmission agreements.
The Company currently has significant outstanding disputes
with MCI regarding charges billed by MCI under these agree-
ments. The Company has asserted that MCI and its affiliates
owe credits exceeding $13 million to the Company as of
December 31, 2003. MCI, in turn, has disputed a portion of
those credits claimed by the Company. In accordance with
SFAS No. 5, “Accounting for Contingencies,” the Company
believes it has appropriately accrued a reasonable estimate for
this dispute. If the Company is unable to resolve its billing dis-
pute with MCI or is required to pay MCI an amount greater
than is accrued, the Company’s financial condition and results
of operations could be materially impacted.

Capital resources
In November 2003, the Company entered into a three-year,
senior secured revolving credit facility with LaSalle Bank
National Association, as agent (the “Line of Credit”). The
credit agreement provides for borrowings up to $60.0 million
and is subject to customary covenants for secured credit facili-
ties of this nature. At December 31, 2003, the Company was 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 credit agreement is, at the Company’s
option, the base rate (the greater of the overnight federal funds
rate plus 0.5% or the LaSalle Bank prime rate) or LIBOR, 
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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, 2003, the applicable margin with respect to base
rate loans is 0.75% and the applicable margin with respect to
LIBOR loans is 2.25%. As of December 31, 2003, the Company
has $5.0 million in borrowings outstanding and has approxi-
mately $4.8 million in letters of credit outstanding under the
credit facility.

In August 2003, the Company issued $75.0 million of 5%
convertible subordinated notes due August 15, 2008 (the
“2008 Convertible Notes”). On August 15, 2003, the initial
purchasers of the 2008 Convertible Notes exercised an option
to purchase an additional $10.0 million of 2008 Convertible
Notes. The annual interest commitment associated with the
outstanding 2008 Convertible Notes is $4.3 million and will be
paid semiannually on February 15 and August 15 of each year.
The 2008 Convertible Notes are convertible at any time at 
the option of the holder into the Company’s 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), subject to adjustment in certain events.
The Company may provisionally redeem the 2008 Convertible
Notes at any time at a redemption price equal to $1,000 per
$1,000 of the principal amount of the notes to be redeemed
plus accrued and unpaid interest, if any, to, but excluding, the
date of redemption if: (i) the closing price of the Company’s
common stock has exceeded 150% of the conversion price
then in effect for at least 20 trading days within a period of 
30 consecutive trading days ending on the trading day before
the date of mailing of the provisional redemption notice; and
(ii) the shelf registration statement covering resales of the notes
and shares of common stock issuable upon conversion of the
2008 Convertible Notes is effective and available for use and 
is expected to remain effective and available for use for the 
30 days following the provisional redemption date, unless reg-
istration is no longer required. The Company also will make
an interest make-whole payment in cash, or at its option, in
common stock, or a combination thereof, with respect to all
2008 Convertible Notes called for provisional redemption,
including any notes converted after the notice date and before
the provisional redemption date. The interest make-whole pay-
ment would be equal to the present value of the aggregate
amount of interest that would otherwise have accrued from the
provisional redemption date through the maturity date. The
2008 Convertible Notes are not subject to redemption through
a sinking fund. The net proceeds from this transaction were
approximately $82.7 million, and were used to repurchase and
redeem a portion of the 2004 Convertible Notes. The redemp-
tion price was 100.821% of the principal amount redeemed,
plus accrued and unpaid interest to the date of redemption.
The principal balance of the 2008 Convertible Notes at
December 31, 2003 was $85.0 million.

In June 2002 and September 2001, Premiere Conferencing
entered into term equipment loans for $4.0 million and 
$6.5 million, respectively. In addition, in June 2001, Xpedite
entered into a capital lease obligation for expansion at Xpedite’s
New Jersey office for approximately $1.1 million. In conjunc-
tion with the issuance of the Line of Credit, the Company paid
off all of these loans in full in the fourth quarter of 2003.

In July 1997, the Company issued convertible subordinated
notes of $172.5 million that mature on July 1, 2004 and bear
interest at 5-3/4% (the “2004 Convertible Notes”). The 2004
Convertible Notes are convertible at the option of the holder
into common stock at a conversion price of $33 per share,
through the date of maturity, subject to adjustment in certain
events. Beginning in July 2000, the Convertible Notes were
redeemable by the Company at a price equal to 103% of the
conversion price, declining to 100% at maturity plus accrued
interest. During the third quarter of 2003, the Company used
existing cash and the net proceeds from the 2008 Convertible
Notes offering to repurchase and redeem approximately 
$83.0 million in face value of the 2004 Convertible Notes,
resulting in a loss of approximately $1.0 million. During the
second quarter of 2003, the Company used existing cash to
repurchase approximately $39.5 million in face value of the
2004 Convertible Notes, resulting in a gain on the early extin-
guishment of debt of approximately $1.4 million before taxes.
During the fourth quarter of 2003, the Company used existing
cash and borrowings on the Line of Credit to redeem $35 mil-
lion in face value of the 2004 Convertible Notes, resulting in 
a loss of approximately $0.3 million. The principal balance 
of the 2004 Convertible Notes at December 31, 2003 was
$15.0 million and is classified as a current liability on the con-
solidated balance sheet as the balance is due July 1, 2004. The
interest commitment associated with the remaining 2004
Convertible Notes is $0.9 million and is payable on January 1,
2004 and July 1, 2004.

At December 31, 2003, the Company had no other indebt-
edness outstanding except for the borrowings against the Line
of Credit and the 2004 and 2008 Convertible Notes.

Liquidity
As of December 31, 2003, the Company had $23.9 million of
cash and cash equivalents, and $0.6 million of marketable
securities available for sale. The Company generated positive
operating cash flows from each of its operating segments for
the year ended December 31, 2003. Each operating segment
had sufficient cash flows from operations to service existing
debt obligations and to fund capital expenditure requirements,
which are historically approximately 4% to 6% of annual con-
solidated revenues, and research and development costs for
new products and enhancements to existing products, which
are historically approximately 2% to 3% of annual consolidated 
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revenues. Assuming no material change to these costs, which
the Company does not anticipate, the Company believes that 
it will generate adequate operating cash flows for capital
expenditures, research and development needs and contractual
commitments for at least the next 12 months.

As a result of the 2004 Convertible Notes becoming current
during 2003, the principal balance is classified as a current lia-
bility on the consolidated balance sheet. The Company believes
that it will generate adequate operating cash flows for capital
expenditures, research and development needs and contractual
commitments for at least the next 12 months. However, there
is no assurance that the Company will generate sufficient 
cash flow to enable it to repay its 2004 Convertible Notes due
July 1, 2004, satisfy its other indebtedness and fund its other
liquidity needs. The Company obtained the Line of Credit in
November 2003, the proceeds of which could be used to repay
the unpaid balance, if any, of the 2004 Convertible Notes when
they mature in 2004. At December 31, 2003, the Company had
$50.2 million of undrawn available credit on its Line of Credit.

Management regularly reviews the Company’s capital structure
and evaluates potential alternatives in light of current conditions
in the capital markets. Depending upon conditions in these
markets, cash flows from the Company’s operating segments
and other factors, the Company 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.

CRITICAL ACCOUNTING POLICIES
“Management’s Discussion and Analysis of Financial Condition
and Results of Operations” are based upon the Company’s con-
solidated financial statements and the notes thereto, which have
been prepared in accordance with generally accepted account-
ing principles in the United States. 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 statements and the reported amounts
of revenues and expenses during the reported periods. On an
ongoing basis, management evaluates its estimates and judg-
ments, 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.

The Company has identified the policies below as critical to 
its business operations and the understanding of its results 
of operations. For a detailed discussion on the application 
of these and other accounting policies, see Note 1 to the
Consolidated Financial Statements.

Revenue recognition. The Company recognizes revenues
when persuasive evidence of an arrangement exists, services
have been rendered, the price to the buyer is fixed or determin-
able, 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 Premiere Conferencing
operating segment during the third quarter of 2002. Deferred
revenue consists of payments made by customers in advance 
of the time services are rendered. The Company’s revenue rec-
ognition 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, the Company makes a decision that
collectibility is reasonably assured. Over time, management
analyzes accounts receivable balances, historical bad debts, cus-
tomer concentrations, customer creditworthiness, current eco-
nomic trends, and changes in the Company’s 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 receiv-
able in any accounting period. The accounts receivable balance
was $57.8 million and $51.9 million, net of allowance for uncol-
lectible accounts receivable of $4.5 million and $7.1 million, as
of December 31, 2003 and 2002, respectively.

If the financial condition of the Company’s 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 and liabilities purchased. The Company evaluates 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:
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• 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 pro-
jection or forecast that demonstrates continuing losses
associated with the use of a long lived asset;

• Significant decline in the Company’s stock price for a
sustained period; and

• 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, the Company ceased to amor-
tize approximately $123.1 million of goodwill. The Company
recorded approximately $67.4 million of goodwill amortization
during 2001. In lieu of amortization, the Company is required
to perform an initial impairment review of its goodwill in 2002
and an annual impairment review thereafter. A third party
review was completed in 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
in accordance with the adoption of SFAS No. 144, “Accounting
for the Impairment or Disposal of Long-Lived Assets.” This
pronouncement became effective in 2002. The Company rec-
ognizes 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.

Prior to 2002, when the Company determined that the carry-
ing value of long-lived assets, intangibles and related goodwill
may not have been recoverable in accordance with the indica-
tors of impairment, as stated in SFAS No. 121 “Accounting for
the Impairment of Long-Lived Assets and for Long-Lived
Assets to Be Disposed Of” the Company recognized an impair-
ment loss when the sum of undiscounted expected future cash
flow was less than the carrying value of such assets. The
impairment loss, if applicable, was calculated based on the fair
value or sum of the discounted cash flows compared to the
carrying value. The discounted cash flow method uses a dis-
count rate determined by management to be commensurate
with the risk inherent in the Company’s business model.

See “–Asset impairments” for a discussion of impairments
recorded during 2002 and 2001. Net intangible assets, long-
lived assets and goodwill amounted to $147.6 million and
$130.9 million as of December 31, 2003 and 2002, respectively.

Future events could cause the Company to conclude that the
current estimates used should be changed and that goodwill
associated with acquired businesses is impaired. Any resulting
impairment loss could have a material adverse impact on the
Company’s financial condition and results of operations.

Income taxes. As part of the process of preparing the
Company’s consolidated financial statements the Company is
required to estimate its 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 con-
solidated balance sheets. The Company must then assess the
likelihood that the deferred tax assets will be recovered from
future taxable income and to the extent we believe that recov-
ery is not likely, the Company must establish a valuation
allowance. To the extent the Company establishes 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
the Company’s provision for income taxes, its 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, 2003 and 2002 was $31.5 million and
$22.4 million, net of a valuation allowance of $10.4 million
and $5.2 million, respectively. The Company has recorded the
valuation allowance due to uncertainties related to its 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
the Company’s 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
the Company adjusts these estimates in future periods, the
Company may need to establish an additional valuation allow-
ance that could materially impact the Company’s financial
condition and results of operations.

The Company also records a provision for certain interna-
tional, federal and state tax contingencies based on the likeli-
hood of obligation, when needed. In the normal course of
business, the Company is 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 
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impact the Company’s 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 the
Company is 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, the
Company may need to adjust tax accounts which could mate-
rially impact its financial condition and results of operations.

Investments. The Company has historically made investments
in various companies that are engaged in emerging technolo-
gies related to the Internet. Either the cost or equity method 
is used to account for these investments in accordance with
Accounting Principles Board (“APB”) Opinion No. 18, “The
Equity Method of Accounting for Investments in Common
Stock.” In addition, the Company has investments in equity
securities of companies with readily determinable fair values
accounted for in accordance with FASB SFAS No. 115,
“Accounting for Certain Investments in Debt and Equity
Securities.” SFAS No. 115 mandates that a determination be
made of the appropriate classification for equity securities with
a readily determinable fair value and all debt securities at the
time of purchase and re-evaluation of such designation as of
each balance sheet date.

The Company records an investment impairment charge when
it believes an investment has experienced a decline in value
that is other than temporary. See the “Asset impairments and
obligations – investments” section of Management’s Discussion
and Analysis above for a discussion of investment impairments
recorded during 2001. Total investments, in the form of mar-
ketable securities available for sale, as of December 31, 2003
and 2002 were $0.6 million.

Future adverse changes in market conditions could result in
losses or an inability to recover the carrying value of the invest-
ments that may not be reflected in an investment’s current car-
rying value, thereby possibly requiring an impairment charge
in the future.

Restructuring costs. The restructuring accruals are based on
certain estimates and judgments related to contractual obliga-
tions and related costs. The restructuring accruals related to
contractual lease obligations could be materially affected by
factors such as the Company’s 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, the
Company may need to establish additional restructuring accru-
als or reverse accrual amounts accordingly.

Legal contingencies. The Company is currently involved 
in certain legal proceedings as disclosed in Item 3. “Legal
Proceedings,” of this report. Management has accrued an esti-
mate 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.

The Company does not believe these proceedings will have a
material adverse effect upon the Company’s business, financial
condition or results of operations, although no assurance can
be given as to the ultimate outcome of any such proceedings.

The above listing is not intended to be a comprehensive list 
of all of the Company’s estimates and judgments or accounting
policies. In many cases, the accounting treatment of a partic-
ular 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 pro-
duce a materially different result. These estimates are subject
to change and the Company adjusts 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 ACCOUNTING PRONOUNCEMENTS
In May 2003, the Financial Accounting Standards Board
(“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 char-
acteristics of both liabilities and equity. SFAS No. 150 is effec-
tive 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 the Consolidated
Financial Statements as the Company did not have any finan-
cial instruments with characteristics of both liabilities and
equity as of December 31, 2003.

In January 2003, the FASB issued FASB Interpretation No. 46
(“FIN 46”), “Consolidation of Variable Interest Entities.” This
interpretation of Accounting Research Bulletin 51, “Consolidated
Financial Statements,” addresses consolidation by business
enterprises of variable interest entities that possess certain
characteristics. The interpretation requires that if a business
enterprise has a controlling financial interest in a variable
interest entity, the assets, liabilities, and results of the activities 
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of the variable interest entity must be included in the consoli-
dated financial statements with those of the business enterprise.
This interpretation applies immediately to variable interest
entities created after January 31, 2003 and to variable interest
entities in which an enterprise obtains an interest after that date.
The Company does not have any ownership in any variable
interest entities as of December 31, 2003. The Company will
apply the consolidation requirement of the interpretation in
future periods if the Company should own any interest in any
variable interest entity.

In November 2002, the FASB issued FASB Interpretation 
No. 45 (“FIN 45”), “Guarantor’s Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees 
of Indebtedness of Others,” an interpretation of FASB State-
ments No. 5, 57, and 107 and rescission of FASB interpretation
No. 34. The disclosure provisions of the interpretation are
effective for financial statements of interim or annual periods
that end after December 15, 2002. However, the provisions 
for initial recognition and measurement are effective on a
prospective basis for guarantees that are issued or modified
after December 31, 2002, irrespective of a guarantor’s year-
end. See Note 7 – “Acquisitions and Dispositions” to the
Consolidated Financial Statements.

In December 2002, the FASB issued SFAS No. 148, “Accounting
for Stock-Based Compensation – Transition and Disclosure”
(“SFAS No. 148”) which amends SFAS No. 123. SFAS No. 148
provides alternative methods of transition for a voluntary change
to the fair value based method of accounting for stock-based
employee compensation. SFAS No. 148 also requires that dis-
closures of the pro forma effect of using the fair value method
of accounting for stock-based employee compensation be dis-
played more prominently and in a tabular format. Additionally,
SFAS No. 148 requires disclosure of the pro forma effect in
interim financial statements. See “Equity-Based Compensation
Plans” section of Note 2 – “Significant Accounting Policies” in
the Consolidated Financial Statements for the additional annual
disclosures made to comply with SFAS No. 148. As the Company
does not intend to adopt the provisions of SFAS No. 123, the
Company does not expect the transition provisions of SFAS
No. 148 to have a material effect on its results of operations 
or financial condition.

In June 2002, the FASB issued SFAS No. 146, “Accounting 
for Costs Associated with Exit or Disposal Activities” (“SFAS
No. 146”), which addresses financial accounting and reporting
for costs associated with exit or disposal activities and nullifies
Emerging Issues Task Force Issue No. 94-3, “Liability Recogni-
tion for Certain Employee Termination Benefits and Other
Costs to Exit an Activity (including Certain Costs Incurred in 

a Restructuring)” (“EITF 94-3”). The principal difference
between SFAS No. 146 and EITF 94-3 relates to SFAS No. 146
requirements for recognition of a liability for a cost associated
with an exit or disposal activity. SFAS No. 146 requires that a
liability for a cost associated with an exit or disposal activity be
recognized when the liability is incurred. Under EITF 94-3, a
liability for an exit cost as generally defined in EITF 94-3 was
recognized at the date of an entity’s commitment to an exit
plan. The Company adopted SFAS No. 146 for the fiscal year
beginning January 1, 2003.

In April 2002, the FASB issued SFAS No. 145, “Rescission of
FASB Statements Nos. 4, 44, and 64, Amendment of FASB
Statement No. 13, and Technical Corrections” (“SFAS No. 145”).
Among other things, this statement rescinds SFAS No. 4,
“Reporting Gains and Losses from Extinguishment of Debt”
(“SFAS No. 4”), which required all gains and losses from extin-
guishment of debt to be aggregated and, if material, classified
as an extraordinary item, net of the related income tax effect.
As a result, the criteria in Accounting Principles Board Opinion
No. 30, “Reporting the Results of Operations – Reporting the
Effects of Disposal of a Segment of a Business, and Extraordi-
nary, Unusual and Infrequently Occurring Events and Trans-
actions,” which requires gains and losses on extinguishments
of debt to be classified as income or loss from continuing
operations, will now be applied. The Company adopted SFAS
No. 145 for the fiscal year beginning January 1, 2003.

SUBSEQUENT EVENTS (UNAUDITED)
In March 2004, the Company repurchased 50,000 shares 
of its common stock under the stock repurchase program 
for approximately $0.4 million.

RISK FACTORS AFFECTING FUTURE PERFORMANCE

RISKS RELATING TO OUR INDUSTRY

The markets for our products and services are intensely compet-
itive, and we may not be able to compete successfully against
existing and future competitors which may make it difficult to
maintain or increase our market share and revenues.
The markets for our products and services are intensely com-
petitive, 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 telecommunications service providers, have
longer operating histories, greater name recognition, more
robust product offerings, more comprehensive support organi-
zations, larger customer bases and substantially greater finan-
cial, personnel, marketing, engineering, technical and other
resources than we do. As a result, our competitors may be able 
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to respond more quickly than we can to new or emerging tech-
nologies 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 product
and service offerings and new competitors are likely to enter
our markets. Acquisitions or strategic alliances, including those
among existing and new competitors or their attempts to
integrate their products and services, may result in greater
competition. For example, several independent conferencing
companies have recently been acquired by larger companies,
including the acquisitions of InterCall and ConferenceCall.com
by West Corporation and the acquisition of PlaceWare, Inc. 
by Microsoft Corp. and subsequent integration of 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.

Technological changes and the development of alternatives to
our products and services may cause us to lose customers and
market share and may hinder our ability to maintain or grow
our revenues. 
The market for our products and services is characterized by
rapid technological change, frequent new product introductions
and evolving industry standards. We expect new products and
services, and enhancements to existing products and services,
to be developed and introduced that will compete with our
products and services. Technological advances may result in
the development and commercial availability of alternatives to
or new methods of delivering, our products and services and
pricing options that could be more attractive to our customers.
These developments could cause our existing products and
services to become obsolete, result in significant pricing pres-
sure on our products and services or allow our existing and
potential customers to meet their own telecommunications
needs without using our services. For example, if customers
more rapidly adopt Internet protocol (“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 products and services in
response to technological changes, evolving industry standards
and customer demands for enhancements to our existing prod-
ucts and services. For example, in response to evolving indus-
try standards, we recently released fax2MAIL, SecureMAIL 
and enhancements to our messageREACH, voiceREACH and
PremiereCall Auditorium services, but these products and serv-
ices 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 products and services, or if we
experience delays in the introduction of new products and 

services. Our ability to successfully develop and market new
products and services and enhancements that respond to tech-
nological 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; and
• attract and retain qualified and creative technical

personnel.

We are subject to pricing pressures for our products and
services which could cause us to lose market share and decrease
revenues and profitability.
We compete for customers based on several factors, including
price. A decrease in the rates charged for communications
services by our competitors could cause us to reduce the rates
we charge for our products and 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 2003 and 2002,
increased competition and decreased demand for Xpedite’s tra-
ditional or “legacy” store and forward fax business resulted in
a decrease in Xpedite revenue. Further, if we reduce our rates
and our costs of providing our products and services do not
decrease proportionately, or if they increase, this could have a
material adverse effect on our results of operations.

Continuing softness in the economy has resulted, 
and may continue to result, in adverse effects on the 
telecommunications industry.
The downturn in general economic conditions, including the
telecommunications services industry, has forced several of our
customers and suppliers, including MCI and Global Crossing,
to file for protection from creditors under the United States
Bankruptcy Code or to reconfigure their capital structure. Some
of these companies had significant debt servicing requirements
and were unable to generate sufficient cash from operations to
both service their debt and to maintain their business opera-
tions. We cannot assure you that our customers or suppliers
will remain financially viable, or that the measures we follow
will be effective. If general economic conditions in the United
States remain at current levels for an extended period of time
or worsen, our business could be adversely affected.

RISKS RELATING TO OUR BUSINESS

Our future success depends on market acceptance of our new
products and services.
Market acceptance of our new products and services often
requires that individuals and enterprises accept new ways of
communicating and exchanging information. A decline in the
demand for, or the failure to achieve broad market acceptance
of, our new products and services could hinder our ability to
maintain and increase our revenues. We believe that broad 
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market acceptance of our new products and services will
depend on several factors, including:

• ease of use;
• price;
• reliability;
• accessibility to our services;
• quality of service;
• system security;
• product functionality; and
• the effectiveness of our strategic marketing and 

sales efforts and distribution relationships.

If we do not meet these challenges, our new products and serv-
ices may not achieve broad market acceptance or market
acceptance may not occur quickly enough to justify our invest-
ment in these products and services.

Concerns regarding security of transactions and transmitting
confidential information over the Internet may have an adverse
impact on the market acceptance of our Web-enabled products
and services.
The concern regarding the security of confidential information
transmitted over the Internet may prevent many potential cus-
tomers from using Internet-related products and services. If
our Web-enabled products and services do not include sufficient
security features, our Web-enabled products and services may
not gain market acceptance, or we may experience legal expo-
sure. 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 meas-
ures, 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 custom-
ers will become more concerned about security. If we are unable
to adequately address these concerns, we may be unable to sell
our Web-enabled products and services.

If our quarterly results do not meet the expectations of public
market analysts and investors, our stock price may decrease.
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 oper-
ating 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 will 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:

• the unique nature of strategic relationships into which
we may enter in the future;

• the financial performance of our strategic partners;
• fluctuations in operating expenses;
• the reliability and performance of our products 

and services;
• the timing of new product and service announcements;
• market acceptance of new and enhanced versions of our

products and services;
• changes in legislation and regulations that may 

affect the competitive environment for our products 
and services; and

• general economic and seasonal factors.

Increased leverage may harm our financial condition and
results of operations.
As of December 31, 2003, we had approximately $105.0 million
of outstanding debt, $15.0 million of which related to our con-
vertible notes due 2004 and $85.0 million of which related to
our convertible notes due 2008. We have significant interest
payment obligations as a result of our existing convertible notes,
which totalled $2.1 million for the year ending December 31,
2003. On November 24, 2003, we entered into a three-year
$60.0 million revolving credit facility with LaSalle Bank
National Association, as agent. As of December 31, 2003, we
have $5.0 million in borrowings and approximately $4.8 mil-
lion in letters of credit outstanding under the credit facility.
Our level of indebtedness will have several important 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; and

• 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.

If we cannot service our indebtedness through normal business
operations, we may need to explore strategic alternatives.
If we are unable to generate sufficient cash flow from opera-
tions in the future to service our debt, we may be required,
among other things:

• to seek additional financing in the debt or equity markets;
• to refinance or restructure all or a portion of 

our indebtedness;
• to sell selected assets; or
• to reduce or delay planned capital expenditures.
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Such measures might not be sufficient to enable us to service
our debt. In addition, any such financing, refinancing or sale of
assets may not be available on commercially reasonable terms,
or at all.

Our dependence on our subsidiaries for cash flow may
negatively affect our ability to meet our debt service obligations.
We conduct substantially all of our business through our sub-
sidiaries. Our ability to meet our cash obligations in the future
will be dependent upon the ability of our subsidiaries to make
cash distributions to us. 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 right to participate in the
assets of any subsidiary (and thus the ability of our debt hold-
ers and our shareholders to benefit indirectly from such assets)
is generally subject to the prior claims of creditors, including
trade creditors, of that subsidiary except to the extent that we
are recognized as a creditor of such subsidiary, in which case
our claims would still be subject to any security interest of
other creditors of such subsidiary.

One of our customers accounts for a significant amount of rev-
enues, and any loss of business from that customer may hurt
our financial performance and cause our stock price to decline.
One of Premiere Conferencing’s customers, IBM, accounts for 
a significant amount of revenue. Of our consolidated revenues
from continuing operations, sales to IBM accounted for approx-
imately 10% in 2001, 12% in 2002 and 11% in 2003. Of Premiere
Conferencing segment revenue from continuing operations,
sales to IBM accounted for approximately 29% in 2001, 29% in
2002 and 27% in 2003. Premiere Conferencing’s relationship
with IBM may not continue at historical levels, and there is no
long-term price protection for services provided to IBM. A loss
in revenues from IBM or diminution in the relationship with
IBM, or a decrease in average sales price without an offsetting
increase in volume, could have a material adverse effect on our
business, financial condition and results of operations.

If we do not attract and retain highly qualified and creative
technical and support personnel, we may not be able to sustain
or grow our business.
We believe that to be successful we must hire and retain highly
qualified and creative engineering, product development and
customer support personnel. Competition in the recruitment
of highly qualified and creative personnel in the information
and telecommunications services industry is intense. We have
in the past experienced, and we expect to continue to experi-
ence, difficulty in hiring and retaining highly skilled technical
employees with appropriate qualifications. We may not be able
to retain our key technical employees and we may not be able
to attract qualified personnel in the future. If we are not able to
locate, hire and retain qualified technical personnel, we may
not be able to sustain or grow our business.

Our business may suffer if we do not retain the services of our
chief executive officer.
We believe that our continued success will depend to a sig-
nificant extent upon the efforts and abilities of Boland T. Jones,
our Chairman and Chief Executive Officer. The familiarity of
Mr. Jones with the markets in which we compete and emerging
technologies, such as the Internet, makes him critical to our
success. We maintained key man life insurance on Mr. Jones 
in the amount of $3.0 million, which terminated on 
December 31, 2003.

If we cannot successfully integrate new technologies, products,
services and systems, we may not generate sufficient revenues
and operational synergies may not develop.
We continuously integrate new technologies, products, service
offerings and systems. We have experienced and may continue
to experience difficulty integrating new technologies into our
networks. For example, conversion issues in the integration 
of Voice-over-IP (“VoIP”) delivery into our fax2MAIL service
caused a delay in the general availability release of this service.
In addition, we experienced system integration issues resulting
in higher than normal telecommunications costs and some
service outages associated with the transitioning of services 
off the C&W network following the C&W acquisition in
January 2003. If we cannot successfully integrate new tech-
nologies, products, services and systems, we may not generate
sufficient revenues and operational synergies may not develop.

Downtime in our network infrastructure could result in the loss
of significant customers.
We currently maintain facilities with telecommunications
equipment that routes telephone calls and computer telephony
equipment in locations throughout the world. The delivery 
of our products and services is dependent, in part, upon our
ability to protect the equipment and data at our facilities with
telecommunications equipment that routes telephone calls
against damage that may be caused by fire, power loss, techni-
cal failures, unauthorized intrusion, natural disasters, sabotage
and other similar events. Despite taking a variety of precau-
tions, we have experienced downtime in our networks from
time to time and we may experience downtime in the future.
For example, we have suffered and may continue to suffer
service interruptions when certain of our telecommunications
service providers’ connections drop. In addition, we experi-
enced downtime in our services as a result of the Blaster worm
virus in August 2003 and some service outages in the transi-
tioning of services off the C&W network following the C&W
acquisition. 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 sys-
tems, uninterruptible power supplies, on-site power generators,
upgraded backup hardware, fire protection systems and other 
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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 inter-
ruption insurance providing for aggregate coverage of approxi-
mately $115.0 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 com-
pensate us for losses that we experience due to our inability to
provide services to our customers.

If we fail to predict growth in our network usage and add
needed capacity, the quality of our service offerings may suffer.
As network usage grows, we will need to add capacity to our
hardware, software and facilities with telecommunications
equipment that route telephone calls. This means that we con-
tinuously 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.

Our inability to efficiently utilize or renegotiate minimum
purchase requirements in our long distance telecommunications
supply agreements could decrease our profitability.
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. Contracts 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 ter-
mination of such circuits. The total amount of the minimum
purchase requirements in 2003 was approximately $13.7 million,
and we incurred metered telecommunications costs in excess
of these minimums. It is possible that other suppliers may pro-
vide similar services at lower prices and we may not be able to
renegotiate our current supply agreements to achieve compara-
ble 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 running our business, the costs of providing our
services would likely increase, which could decrease our prof-
itability and have a material adverse effect on our business,
financial condition and results of operations.

Software failures or errors may result in failure of our plat-
forms and/or networks, which could result in increased costs
and lead to interruptions in our services and losses of signifi-
cant customers and revenues.
The software that we have developed and utilize in providing
our products and services may contain undetected errors.
Although we generally engage in extensive testing of our 

software prior to introducing the software onto any of our
networks and/or other equipment, errors may be found in the
software after the software goes into use. Any of these errors
may result in partial or total failure of our networks, additional
and unexpected expenses to fund further product development
or to add programming personnel to complete a development
project, and loss of revenues because of the inability of custom-
ers to use our networks or the cancellation of services by signif-
icant customers. We maintain technology errors and omissions
insurance coverage of $50.0 million per policy aggregate. How-
ever, 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 we experience due to
our inability to provide services to our customers.

Interruption in long distance telecommunications services 
could result in service interruptions and a loss of significant
customers and revenues.
Our ability to maintain and expand our business depends, in
part, on our ability to continue to obtain telecommunications
services on favorable terms from long distance telecommunica-
tions service providers. We do not own a transmission network.
As a result, we depend on MCI, AT&T, Sprint and other pro-
viders for transmission of our customers’ long distance telecom-
munications services. These long distance telecommunications
services generally are procured under supply agreements with
multi-year terms, some of which are subject to various early
termination penalties and minimum purchase requirements.
We have not experienced significant losses in the past due to
interruptions of long distance telecommunications services,
but we might experience these types of losses in the future.

The partial or total loss of our ability to receive or terminate
telephone calls could result in service interruptions and a loss 
of significant customers and revenues.
We depend on local phone companies that provide local trans-
mission services, known as local exchange carriers, for call
origination and termination. The partial or total loss of the
ability to receive or terminate calls could result in service
interruptions and a loss of significant customers and revenues.
We have not experienced significant losses in the past due to
interruptions of service at originating or terminating carriers,
but we might experience these types of losses in the future.

If the delivery of our e-mail messages is limited or blocked,
demand for our services may decline.
We depend on our ability to deliver e-mails over the Internet
through Internet service providers and private networks.
Internet service providers are able to block messages from
reaching their users and we do not have, nor are we required
to have, agreements with any Internet service providers to
deliver e-mails to their customers. As a result, we could expe-
rience periodic temporary blockages of our delivery of e-mails 
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to their customers, which would limit the effectiveness of our
e-mail marketing. Some Internet service providers also use pro-
prietary technologies to handle and deliver e-mail. If Internet
service providers materially limit or block the delivery of our
e-mails, or if our technology fails to be compatible with these
Internet service providers’ e-mail technologies, then our busi-
ness, results of operations or financial condition could be mate-
rially and adversely affected. In addition, the effectiveness 
of e-mail marketing may decrease as a result of increased
consumer resistance to e-mail marketing in general.

Our inability to resolve pending billing disputes with MCI 
could result in significant costs or service disruptions.
We purchase telecommunications and other network services
from MCI under numerous transmission agreements. Currently,
we have several significant outstanding disputes with MCI
regarding the charges billed by MCI under those agreements.
We have asserted that MCI and its affiliates owe us credits
exceeding $13 million. MCI, in turn, has disputed a portion of
those credits claimed by us. If we are unable to resolve our
billing dispute with MCI or are required to pay MCI an amount
greater than is accrued, our financial condition and results of
operations could be materially impacted. On October 22, 2003,
MCI filed a supplement to its Second Amended Joint Plan of
Reorganization, or Plan, under Chapter 11 of the United States
Bankruptcy Code. The Plan supplement provides that the set-
tlement agreement and mutual release between us and MCI,
dated April 7, 2000, is added to the list of executory contracts
that MCI intends to reject pursuant to the terms of the Plan
and the Bankruptcy Code. As a party to a rejected executory
contract, we may be entitled to damages from MCI for, among
other things, breach of contract; however, such a claim, if
allowed, would likely be treated as a general unsecured claim
under the Plan. We cannot provide assurance that we will be
able to resolve our billing disputes with MCI or that we will be
successful in asserting any rights of set-off against amounts
due to us from MCI. If we are unable to resolve our billing dis-
pute with MCI or if the date for the rejection of our existing
telecommunication service agreements is effective prior to
renegotiation of these agreements with MCI or migration of
traffic to an alternate provider, we could experience increased
costs and/or interruptions in service, which could adversely
affect our customer relationships, customer retention and
results of operations.

Technological obsolescence of our equipment could result in
substantial capital expenditures.
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 replac-
ing 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.

Our financial performance could cause future write-downs of
goodwill or other intangible assets in future periods.
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 good-
will 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 Xpedite of approximately
$3.2 million. Subsequent reviews could result in impairment
write-downs to goodwill and/or other intangible assets. As of
December 31, 2003, we had $24.6 million of other intangible
assets reflected on our financial statements for which amor-
tization will continue.

We could be required to make payments in the future 
in connection with the sale of our Voicecom business unit.
In connection with the sale of our Voicecom business unit in
March 2002, we agreed to retain certain liabilities relating to
our operation of the unit prior to the closing of the transac-
tion, including liabilities for certain taxes, contingent liabili-
ties, litigation claims, and unknown liabilities. As a result, we
could incur a liability in the future related to these retained lia-
bilities. In addition, pursuant to the transaction, the buyer
assumed or subleased substantially all of the real estate utilized
in our Voicecom business unit. The buyer also committed to
buy certain telecommunications and other services and to
manage and utilize certain regulated and other assets held by
our Voicecom operating subsidiaries. As of December 31, 2003,
Voicecom owes one of our affiliates approximately $3.8 million
for telecommunication services. An affiliate of the buyer guar-
anteed the timely payment of a substantial portion of these
Voicecom liabilities. Of the Voicecom liabilities, approximately
$0.1 million as of December 31, 2003 represents capital leases
guaranteed by us. Accordingly, in the event the buyer or
buyer’s affiliate fails to make payments as required, we could
be required to make significant payments in the future.

Our pending shareholder litigation in the United States District
Court for the Northern District of Georgia could be costly, time
consuming and a diversion to management and, if adversely
determined, could result in substantial liabilities.
A lawsuit was filed on November 4, 1998 against the Company
and certain of its officers and directors in the Southern District
of New York. For a description of this shareholder litigation,
please see Part I, Item 3. “Legal Proceedings” of this annual
report on Form 10-K. Regardless of the ultimate outcome, 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.
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Our Articles of Incorporation and Bylaws and Georgia
corporate law may inhibit a takeover which may not be 
in the interests of shareholders.
There are several provisions in our Articles of Incorporation,
which we refer to as our Articles, and our Amended and Restated
Bylaws, which we refer to as our Bylaws, and 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 share-
holder action. The existence of this “blank-check” preferred
stock could render more difficult or discourage an attempt to
obtain control of PTEK by means of a tender offer, merger,
proxy contest or otherwise. Our Articles also divide the Board
of Directors into three classes, as nearly equal in size as possi-
ble, with staggered three-year terms. The classification of the
Board of Directors could make it more difficult for a third party
to acquire control of PTEK because our shareholders elect only
one-third of the members of the Board of Directors each year.
We are also subject to provisions of the Georgia Business
Corporation Code 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 of Directors
and the committees and individual members of the 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.

Our rights plan may also inhibit a takeover which may not be
in the interests of shareholders.
On June 23, 1998, our Board of Directors declared a dividend
of one preferred stock purchase right for each outstanding share
of common stock. Each right entitles the registered holder to
purchase one one-thousandth of a share of Series C Junior
Participating preferred stock at a price of sixty dollars per 
one-thousandth of a share of Series C Junior Participating pre-
ferred stock, subject to adjustment. The rights may have anti-
takeover effects because they will cause substantial dilution 
to a person or group that attempts to acquire us on terms not
approved by our Board of Directors. However, the rights
should not interfere with any merger, statutory share exchange
or other business combination approved by the Board of
Directors since the rights may be terminated by the Board of
Directors at any time on or prior to the close of business ten
business days after announcement by us that a person has
become an acquiring person. The rights are intended to encour-
age persons who may seek to acquire control of us to initiate
an acquisition through negotiations with the Board of Directors.
However, the effect of the rights may be to discourage a third
party from making a partial tender offer or otherwise attempting 

to obtain a substantial equity position in our equity securities,
or seeking to obtain control of us.

RISKS RELATED TO POSSIBLE FUTURE ACQUISITIONS

We may decide to pursue future acquisitions, and we may face
risks in acquiring and integrating other businesses, products
and technologies.
We may decide to pursue future acquisitions of businesses,
products and technologies that we believe will complement
our business. As a result, 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 suit-
able 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,
products and personnel of the acquired company;

• diversion of our management’s attention from other
business concerns;

• entry into markets in which we have little or no direct
prior experience;

• potentially dilutive issuances of equity securities;
• assumption of known and unknown liabilities; and
• adverse financial impact from the write-off of software

development costs and the amortization of expenses
related to goodwill and other intangible assets.

For example, we experienced higher than normal telecommu-
nication costs associated with Xpedite’s C&W acquisition in
January 2003 and the transitioning of services off of the C&W
network. We also recently entered into the financial supply
chain management services market with Xpedite’s acquisition
of Linkata Technologies in April 2003. If we fail to adequately
manage these acquisition risks, the acquisition may not result
in revenue growth, operational synergies or product and serv-
ice enhancements, which could jeopardize the success of the
acquisition. 

RISKS RELATED TO INTELLECTUAL PROPERTY

We may not be able to protect our proprietary technology and
intellectual property rights, which could result in the loss of our
rights or increased costs.
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 
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provisions provide only limited protection of our proprietary
rights and technology. If we are not able to protect our intellec-
tual property and our proprietary rights and technology, we
could lose those rights and incur substantial costs policing and
defending those rights. Our proprietary rights and technology
include confidential information and trade secrets that we
attempt to protect through confidentiality and nondisclosure
provisions in our licensing, services, reseller and other agree-
ments. We typically attempt to protect our confidential infor-
mation and trade secrets through these contractual provisions
for the term of the applicable agreement and, to the extent per-
mitted by applicable law, for some negotiated period of time
following termination of the agreement, typically one to two
years at a minimum. Our means of protecting our intellectual
property, proprietary rights and technology may not be adequate
and our competitors may independently develop similar tech-
nology. In addition, the laws of some foreign countries do not
protect our proprietary rights to as great an extent as the laws
of the United States. Furthermore, some of our systems, such
as those used in our document distribution business are not
proprietary and, as a result, this information may be acquired
or duplicated by existing and potential competitors.

If claims alleging patent, copyright or trademark infringement
are brought against us and successfully prosecuted against us,
they could result in substantial costs.
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:

• be time consuming and a diversion to management;
• result in costly litigation;
• cause delays in introducing new products and services 

or enhancements; or
• 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
products and services. We are currently considering this matter.
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 indemnify 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. 

RISKS RELATED TO GOVERNMENT REGULATION

Recent regulatory changes may discourage certain customers
from using our fax, e-mail and voice messaging services and
could adversely impact our results of operations.
Recent legislative and regulatory changes have imposed addi-
tional 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. Xpedite provides
services to customers engaged in fax and e-mail communica-
tions and telemarketing. In addition, the Telephone Consumer
Protection Act of 1991 and associated rules promulgated by
the Federal Communications Commission prohibit the sending
of unsolicited advertisements via facsimiles, and proscribe
certain telemarketing practices. Other recent federal laws are
being implemented by the Federal Trade Commission that also
substantially regulate telemarketing. Compliance with the new
legislation and regulations could have an adverse impact on
the volume of fax, e-mail and voice messages sent utilizing
Xpedite’s platforms and amount of revenue generated by
Xpedite in the United States. In addition, the Company could
be subject to litigation concerning its compliance with these
new laws and regulations.

Government regulations in the United States and internation-
ally and the legal uncertainties related to the Internet and elec-
tronic communications may adversely affect the demand for our
services and place financial burdens on our business related to
compliance.
Currently, there are few laws or regulations directed specifically
at electronic commerce and the Internet. However, because 
of the Internet’s popularity and increasing use, new laws and
regulations may be adopted in the United States and interna-
tionally. These laws and regulations may cover issues such as
collection and use of data from Internet Web site visitors, pri-
vacy, e-mail, network and information security, “spamming,”
pricing, content, copyrights and other intellectual property, the
transmission of voice over the Internet, changes in telecommu-
nications regulations, online gambling, distribution and quality
of goods and services. The enactment of any additional laws 
or regulations may impede the growth of the Internet, which
could 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.

Laws and regulations directly applicable to electronic commerce
or Internet communications are becoming more prevalent. For
example, the United States Congress has enacted laws regarding
online copyright infringement and the protection of information
collected online from children. Although these laws may not
have a direct adverse effect on our business, they add to the legal
and regulatory uncertainty regarding the Internet and possible
future costs of regulatory compliance. Congress also recently 
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enacted legislation to regulate unsolicited commercial e-mail, 
or “spam.” Certain provisions of the legislation remain to be
implemented by federal agencies, including the Federal Trade
Commission and the Federal Communications Commission.

Our operations are, and may be, subject to laws and regulations
in the United States and internationally regulating the unsolicited
transmission of facsimile communications and e-mail. We mon-
itor such laws and regulations, and our service agreements with
customers state that customers are responsible for their com-
pliance with all applicable laws and regulations. We could, never-
theless, be subject to litigation, fines, losses or other penalties
under such laws and regulations.

We may become subject to various government regulations
related to traditional telephone service providers, which could
impair our ability to deliver our products and services.
Our business is affected by regulatory decisions, trends and
policies made by federal, state, local and international telecom-
munications regulatory agencies. Those authorities may seek to
regulate, or to impose requirements applicable to traditional
telephone companies upon our services. 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
or we could be subject to fines, forfeitures or other penalties
for noncompliance.

We may become subject to new laws and regulations involving
services and transactions in the areas of electronic commerce,
which could increase costs of compliance.
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 agen-
cies are considering, whether to regulate providers of services
and transactions in the electronic commerce market. It is pos-
sible 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 regulations could be imposed on our business
and industry and could result in substantial compliance costs.

RISKS RELATED TO INTERNATIONAL OPERATIONS AND EXPANSION

Our future success depends on our expansion into international
markets and revenue from international operations may not
grow enough to offset the cost of expansion.
A component of our strategy is our planned expansion into
international markets. Revenue from international operations
may not grow enough to offset the cost of establishing and
expanding these international operations. We currently deliver 

multimedia messaging and conferencing services worldwide.
While we have significant international experience in the deliv-
ery of our multimedia messaging services, we have only limited
experience in marketing and distributing our conferencing
services. Accordingly, we may not be able to successfully
market, sell and deliver our conferencing services in the new
international markets.

There are risks inherent in international operations that could
hinder our international growth strategy.
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 products and services in
other countries or hinder our expansion once we have estab-
lished 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; and

• potentially adverse tax consequences.

We could experience losses from fluctuations in currency
exchange rates.
Because we conduct business outside the United States, some
of our expenses and revenues are derived in foreign currencies.
In particular, a significant portion of our multimedia messaging
business is conducted outside the United States and a signifi-
cant portion of our revenues and expenses from that business
are derived in foreign currencies. Accordingly, we could experi-
ence 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.
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FORWARD LOOKING STATEMENTS
When used in this Form 10-K and elsewhere by management
or PTEK 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.
These include, but are not limited to, forward-looking state-
ments about our business strategy and means to implement the
strategy, our objectives, the amount of future capital expendi-
tures, the likelihood of our success in developing and intro-
ducing new products and services and expanding our business,
and the timing of the introduction of new and modified prod-
ucts and services. For those statements, we claim the protec-
tion 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 uncertain-
ties, 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 respond to rapid technological change, the
development of alternatives to our products and services
and the risk of obsolescence of our products, services
and technology;

• Market acceptance of new products and services;
• Our ability to manage our growth;
• Costs or difficulties related to the integration of

businesses and technologies, if any, acquired or that may
be acquired by us may be greater than expected;

• Expected cost savings from past or future mergers and
acquisitions may not be fully realized or realized within
the expected time frame;

• Revenues following past or future mergers and
acquisitions may be lower than expected;

• Operating costs or customer loss and business disruption
following past or future mergers and acquisitions may be
greater than expected;

• The success of our strategic relationships, including the
amount of business generated and the viability of the
strategic partners, may not meet expectations;

• Possible adverse results of pending or future litigation or
adverse results of current or future infringements claims;

• Our ability to service or repay all or a portion of our con-
vertible notes issued to the public, a portion of which
mature on July 1, 2004 and the remainder of which
mature on August 15, 2008;

• The failure of the purchaser to pay the liabilities assumed
in, or incurred after, the sale of the Voicecom business
unit;

• Our services may be interrupted due to failure of the
platforms and network infrastructure utilized in pro-
viding our services;

• Our services may be interrupted and our costs may
increase due to the filing by MCI and Global Crossing 
for protection under Chapter 11 of the United States
Bankruptcy Code and MCI’s notice of rejection of some
(if not all) of our telecommunication service agreements;

• Competitive pressures among communications services
providers, including pricing pressures, may increase sig-
nificantly, particularly after the emergence of MCI and
Global Crossing from protection under Chapter 11 of the
United States Bankruptcy Code;

• Domestic and international terrorist activity, war and
political instability may adversely affect the level of serv-
ices utilized by our customers and the ability of those
customers to pay for services utilized;

• Risks associated with expansion of our international
operations;

• General economic or business conditions, internationally,
nationally or in the local jurisdiction in which we are
doing business, may be less favorable than expected;

• Legislative or regulatory changes, such as the recent
Federal Communications Commission’s revisions to the
rules interpreting the Telephone Consumer Protection
Act of 1991, may adversely affect the businesses in which
we are engaged;

• Changes in the securities markets may negatively 
impact us;

• Increased leverage in the future 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;

• Factors described under the caption “Risk Factors
Affecting Future Performance” in this Form 10-K; and

• Factors described from time to time in our press releases,
reports and other filings made with the Securities and
Exchange Commission, or the SEC.

PTEK cautions that these factors are not exclusive. Consequently,
all of the forward-looking statements made in this 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. PTEK takes 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.
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RATIO OF EARNINGS TO FIXED CHARGES

The following table presents our historical ratios of earnings to
fixed charges for the periods indicated:

Years ended December 31,

2003 2002 2001 2000 1999

Ratio(1) 3.34x 2.12x (2) (2) 2.98x

(1)For purposes of computing the ratio of earnings to fixed charges, earnings
consist of earnings before income tax expense, plus fixed charges. Fixed
charges consist of:
• interest expense, which includes interest on capitalized leases and amor-

tization of deferred financing costs, whether expensed or capitalized, and
• one-fourth of rental expense, deemed representative of that portion of rental

expense estimated to be attributable to interest.
(2)Pre-tax income from continuing operations was inadequate to cover fixed

charges for the years ended December 31, 2000 and 2001 by approximately
$41.9 million and $234.6 million, respectively.

I T E M  7 A .  Q U A N T I TAT I V E  A N D
Q U A L I TAT I V E  D I S C L O S U R E S  A B O U T
M A R K E T  R I S K

The Company is exposed to market risk from changes in inter-
est rates and foreign currency exchange rates. The Company
manages its exposure to these market risks through its regular
operating and financing activities. Derivative instruments are
not currently used and, if utilized, are employed as risk man-
agement tools and not for trading purposes.

At December 31, 2003, no derivative financial instruments
were outstanding to hedge interest rate risk. A hypothetical
immediate 10% increase in interest rates would decrease the fair
value of the Company’s fixed rate convertible subordinated notes
outstanding at December 31, 2003 and 2002, by $52.1 million
and $17.7 million, respectively.

Approximately 35.3% and 33.0% of the Company’s consolidated
revenues from continuing operations and 36.2% and 33.2% of
its operating expenses from continuing operations were trans-
acted in foreign currencies in 2003 and 2002, respectively. As a
result, fluctuations in exchange rates impact the amount of the
Company’s reported sales and operating income. A hypothetical
positive or negative change of 10% in foreign currency exchange
rates would positively or negatively change revenue for 2003
and 2002 by approximately $13.4 million and $11.2 million
and operating expenses for 2003 and 2002 by approximately
$10.9 million and $10.5 million, respectively. Historically, the
Company’s principal exposure has been related to local cur-
rency sales, operating costs and expenses in Europe and Asia
Pacific (principally the United Kingdom, Germany and Japan).
The Company has not used derivatives to manage foreign
currency exchange risk, and no foreign currency exchange
derivatives were outstanding at December 31, 2003.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Stockholders 
of PTEK Holdings, Inc.:

We have audited the accompanying consolidated balance 
sheet of PTEK Holdings, Inc. and subsidiaries (“PTEK”) as 
of December 31, 2003, and the related consolidated statements
of operations, shareholders’ equity, and cash flows for the year
then ended. These financial statements are the responsibility 
of PTEK’s management. Our responsibility is to express an
opinion on the 2003 financial statements based on our audit.
The financial statements of PTEK as of December 31, 2002,
and for each of the years in the two-year period then ended
were audited by other auditors whose report, dated March 27,
2003, expressed an unqualified opinion on those statements.

We conducted our audit in accordance with auditing standards
generally accepted in the United States of America. 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 audit provides 
a reasonable basis for our opinion.

In our opinion, the 2003 consolidated financial statements
present fairly, in all material respects, the financial position of
PTEK Holdings, Inc. and subsidiaries as of December 31, 2003,
and the results of their operations and their cash flows for 
the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

As discussed in Note 2 to the consolidated financial statements,
on January 1, 2002, PTEK changed its method of accounting
for goodwill and other intangible assets to conform to
Statement of Financial Accounting Standards No. 142.

/s/ Deloitte & Touche LLP

Atlanta, Georgia
March 15, 2004

REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholders
of PTEK Holdings, Inc.:

In our opinion, the accompanying consolidated balance sheet
as of December 31, 2002 and the related consolidated state-
ments of operations, shareholders’ equity, and cash flows for
each of the two years in the period ended December 31, 2002
present fairly, in all material respects, the financial position,
results of operations and cash flows of PTEK Holdings, Inc.
and its subsidiaries at December 31, 2002, and for each of the
two years in the period ended December 31, 2002 in conform-
ity with accounting principles generally accepted in the United
States of America. These financial statements are the responsi-
bility of the Company’s management; our responsibility is to
express an opinion on these financial statements based on our
audits. We conducted our audits of these statements in accor-
dance with auditing standards generally accepted in the United
States of America, which require that we plan and perform the
audit to obtain reasonable assurance about whether the finan-
cial statements are free of material misstatement. 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 state-
ments, 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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PTEK HOLDINGS,  INC.  AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
December 31, 2003 and 2002

(in thousands, except share data)

2003 2002

ASSETS

CURRENT ASSETS

Cash and cash equivalents $ 23,946 $ 68,777

Marketable securities, available for sale 575 641

Accounts receivable (less allowances of $4,451 and $7,074, respectively) 57,760 51,909

Prepaid expenses and other current assets 6,348 8,872

Deferred income taxes, net 20,938 15,801

Total current assets 109,567 146,000

PROPERTY AND EQUIPMENT, NET 63,563 63,148

OTHER ASSETS

Goodwill 123,066 123,066

Intangibles, net of amortization 24,553 7,802

Deferred income taxes, net 10,521 6,648

Notes receivable – employees 1,808 2,083

Other assets 6,219 3,346

$339,297 $352,093

LIABILITIES AND SHAREHOLDERS’ EQUITY

CURRENT LIABILITIES

Accounts payable $ 36,621 $ 37,110

Accrued taxes 10,984 8,250

Accrued expenses 33,891 32,319

Current maturities of long-term debt and capital lease obligations 15,000 4,320

Accrued restructuring costs 4,445 1,898

Total current liabilities 100,941 83,897

LONG-TERM LIABILITIES

Convertible subordinated notes 85,000 172,500

Long-term debt and capital lease obligations 5,000 3,407

Accrued expenses 14,638 7,951

Total long-term liabilities 104,638 183,858

COMMITMENTS AND CONTINGENCIES (Note 18)

SHAREHOLDERS’ EQUITY

Common stock, $.01 par value; 150,000,000 shares authorized, 

57,289,895 and 58,733,628 shares issued in 2003 and 2002, respectively, 

and 57,289,895 and 53,540,828 shares outstanding in 2003 and 2002, respectively 572 587

Unrealized (loss) gain on marketable securities, available for sale (110) 276

Additional paid-in capital 602,452 603,883

Unearned restricted share compensation (813) (1,913)

Treasury stock, at cost (5,192,800 shares for 2002) – (22,112)

Notes receivable, shareholder (5,343) (5,042)

Cumulative translation adjustment (507) (2,810)

Accumulated deficit (462,533) (488,531)

Total shareholders’ equity 133,718 84,338

$339,297 $352,093

Accompanying notes are integral to these consolidated financial statements.
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PTEK HOLDINGS,  INC.  AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
Years Ended December 31, 2003, 2002 and 2001

(in thousands, except per share and per share data)

2003 2002 2001
Revenues $381,280 $341,253 $ 330,416

Operating Expenses
Cost of revenues (exclusive of depreciation shown separately below) 133,507 117,663 125,276
Selling and marketing 101,300 88,970 75,494
General and administrative 56,516 55,845 58,291
Research and development 8,569 7,236 11,073
Depreciation 23,575 21,526 20,707
Amortization 6,746 10,876 88,553
Restructuring costs 10,947 1,834 4,608
Asset impairments – 3,202 100,796
Equity-based compensation 2,921 1,871 20,429
Net legal settlements and related expenses – 7,325 2,331

Total operating expenses 344,081 316,348 507,558

Operating Income (Loss) 37,199 24,905 (177,142)

Other (Expense) Income
Interest expense (9,603) (11,510) (11,544)
Interest income 874 1,482 647
Gain on sale of marketable securities 1,600 930 2,971
Gain on repurchase of bonds 41 – –
Asset impairment and obligations – investments – – (31,695)
Amortization of goodwill – equity investments – – (1,612)
Other, net 81 (8) (2,626)

Total other (expense) income (7,007) (9,106) (43,859)

Income (Loss) From Continuing Operations Before Income Taxes 30,192 15,799 (221,001)
Income Tax Expense (Benefit) 3,279 1,376 (11,343)
Income (Loss) from Continuing Operations $ 26,913 $ 14,423 $(209,658)

Discontinued Operation:
Loss from operations of Voicecom (including loss on disposal 

of $10,343 in 2002) (1,597) (16,172) (53,162)
Income tax benefit (621) (3,640) (20,700)
Loss on discontinued operations (976) (12,532) (32,462)

Net Income (Loss) $ 25,937 $ 1,891 $(242,120)

BASIC EARNINGS (LOSS) PER SHARE:

Income from continuing operations $ 26,913 $ 14,423 $(209,658)

Net income (loss) $ 25,937 $ 1,891 $(242,120)

BASIC WEIGHTED AVERAGE SHARES OUTSTANDING 53,767 53,550 49,998

Basic earnings (loss) per share:
Continuing operations $ 0.50 $ 0.27 $ (4.19)
Discontinued operations (0.02) (0.23) (0.65)
Net income (loss) $ 0.48 $ 0.04 $ (4.84)

DILUTED EARNINGS (LOSS) PER SHARE:
Income from continuing operations $ 27,886 $ 14,423 $(209,658)

Net income (loss) $ 26,910 $ 1,891 $(242,120)

DILUTED WEIGHTED AVERAGE SHARES OUTSTANDING 61,301 56,262 49,998

Diluted earnings (loss) per share:
Continuing operations $ 0.45 $ 0.26 $ (4.19)
Discontinued operations (0.01) (0.23) (0.65)
Net income (loss) $ 0.44 $ 0.03 $ (4.84)

Accompanying notes are integral to these consolidated financial statements.
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PTEK HOLDINGS,  INC.  AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’  EQUITY
Years Ended December 31, 2003, 2002 and 2001

(in thousands)

Unrealized Unearned
Common Additional Notes Gain (Loss) Restricted Cumulative Total

Stock Paid-In Receivable Treasury Accumulated on Marketable Share Translation Shareholders’
Issued Capital Shareholder Stock Deficit Securities Compensation Adjustment Equity

BALANCE, December 31, 2000 $513 $581,474 $(3,834) $(12,398) $(248,302) $2,316 $ – $(6,363) $313,406

Other comprehensive loss:
Net loss – – – – (242,120) – – – (242,120)
Translation adjustments – – – – – – – 588 588
Change in unrealized net gain 

(loss) on marketable securities, 
net of tax – – – – – (1,594) – – (1,594)

Other comprehensive loss (243,126)

Issuance of common stock:
Exercise of stock options 1 10 – – – – – – 11
Treasury stock purchase – – – (3,096) – – – (3,096)
401(k) plan match 11 1,584 – – – – – – 1,595
Employee stock purchase plan 5 794 – – – – – – 799
Restricted stock issued 38 11,316 – – – – (3,860) – 7,494
Stock options issued for severance – 1,871 – – – – – – 1,871
Stock options and warrants for service 568 – – – – – – 568
Stock issued for accrued legal settlement 1 268 – – – – – – 269
Issuance of shareholder note receivable – – (759) – – – – – (759)

BALANCE, December 31, 2001 $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

Accompanying notes are integral to these consolidated financial statements.
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PTEK HOLDINGS,  INC.  AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended December 31, 2003, 2002 and 2001

(in thousands)

2003 2002 2001

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) $ 25,937 $ 1,891 $(242,120)

Adjustments to reconcile net income (loss) to net cash 
provided by operating activities:
Loss on discontinued operation 976 12,532 32,462
Depreciation 23,575 21,526 20,707
Amortization 6,746 10,876 88,553
Gain on sale of marketable securities, available for sale (1,600) (930) (2,971)
Gain on repurchase of bonds (41) – –
Non-cash legal settlements and related expenses, net – 1,310 718
Deferred income taxes (1,638) 2,516 (25,241)
Restructuring costs, net 6,368 (1,074) 1,669
Equity-based compensation 2,921 1,871 20,429
Asset impairments – 3,202 100,796
Asset impairment and obligations – investments – – 31,695
Amortization of goodwill – investments – – 1,612
Federal income tax receivable – – (9,208)
Changes in assets and liabilities:

Accounts receivable, net (1,875) (2,365) 6,434
Prepaid expenses and other 2,868 3,605 2,879
Accounts payable and accrued expenses (4,403) (17,716) 620

Total adjustments 33,897 35,353 271,154

Net cash provided by operating activities 
from continuing operations 59,834 37,244 29,034

Net cash (used in) provided by operating activities 
from discontinued operations – (5,804) 31,871

Net cash provided by operating activities 59,834 31,440 60,905

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (18,455) (13,760) (25,628)
Proceeds from sale of discontinued operation – 7,248 –
Sale of marketable securities 2,942 1,038 5,196
Purchase of marketable securities (1,580) – –
Proceeds received on note receivable 800 – –
Purchase of notes receivable (2,227) – –
Business acquisitions (23,340) (701) (5,828)
Investments – – (3,791)
Other – – (2,497)

Net cash used in investing activities from continuing operations (41,860) (6,175) (32,548)

Net cash used in investing activities from discontinued operations – (155) (2,857)

Net cash used in investing activities (41,860) (6,330) (35,405)

CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments under borrowing arrangements (174,916) (3,587) (996)
Proceeds from long term borrowing arrangements 97,671 4,000 6,500
Purchase of treasury stock, at cost (627) (6,618) (3,096)
Exercise of stock options 15,298 294 11
Issuance of shareholder note receivable – – (759)

Net cash (used in) provided by financing activities from continuing operations (62,574) (5,911) 1,660

Net cash used in financing activities from discontinued operations – (1,086) (1,964)

Net cash used in financing activities (62,574) (6,997) (304)

Effect of exchange rate changes on cash and equivalents (231) 2,641 (164)

NET (DECREASE) INCREASE IN CASH AND EQUIVALENTS (44,831) 20,754 25,032

CASH AND CASH EQUIVALENTS, beginning of period 68,777 48,023 22,991

CASH AND CASH EQUIVALENTS, end of period $ 23,946 $68,777 $ 48,023

Accompanying notes are integral to these consolidated financial statements.
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•

•

1 .  T H E  C O M PA N Y  A N D  I T S  B U S I N E S S

PTEK Holdings, Inc., a Georgia corporation, and its sub-
sidiaries (collectively the “Company” or “PTEK”), is a global
provider of business communications services, including con-
ferencing (audio conferencing and Web-based data collabora-
tion) and electronic messaging including e-mail, fax, wireless
and voice messaging. The Company’s reportable segments align
the Company into two decentralized operating segments based
on product offerings. These segments are Premiere Conferencing
and Xpedite. Through a series of acquisitions from April 1998
through September 1999, PTEK assembled a suite of communi-
cations and data services, an international private data network
and points-of-presence in regions covering North America,
Asia/Pacific and Europe. In addition, the Company had one
other reportable segment, Voicecom, which the Company
exited through a sale of substantially all its assets, effective
March 26, 2002. Voicecom offered a suite of integrated com-
munications services, including voice messaging, interactive
voice response services and unified communications.

2 .  S I G N I F I C A N T  A C C O U N T I N G  
P O L I C I E S

ACCOUNTING ESTIMATES
Preparation of financial statements in conformity with
accounting principles generally accepted in the United States
requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and dis-
closures 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 and the
allowance for uncollectible 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.

PRINCIPLES OF CONSOLIDATION
The financial statements include the accounts of the Company
and its wholly-owned subsidiaries. All significant intercompany
balances and transactions have been eliminated in consolidation.

CASH AND CASH EQUIVALENTS
Cash and cash equivalents include cash on hand and highly
liquid investments with a maturity at date of purchase of three
months or less.

MARKETABLE SECURITIES, AVAILABLE FOR SALE
The Company follows 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 mandates that a determination
be made of the appropriate 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, 2003 and 2002,
investments consisted primarily of common stock. Management
considers 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.

INVESTMENTS
The Company has made investments in various companies that
were engaged in emerging technologies related to the Internet
through its investment arm, PtekVentures. During 2001, mar-
ket conditions declined for the non-public companies in the
PtekVentures portfolio, with certain of these companies filing
for bankruptcy and subsequently being liquidated. Accordingly,
the Company decided to exit the venture business and cease
future funding in its portfolio companies. Either the cost or
equity method was used to account for these investments in
accordance with Accounting Principles Board (“APB”) Opinion
No. 18, “The Equity Method of Accounting for Investments in
Common Stock.” Based on the Company’s ownership interest,
the consolidation method was not used for any investments.

Cost Method
The cost method of accounting was used for any investment in
which the Company owned less than 20% and did not exercise
significant influence. Significant influence is generally deter-
mined by, but not limited to, representation on the affiliate’s
Board of Directors, voting rights associated with the Company’s
holdings in common, preferred and other convertible instru-
ments in the affiliate, and any legal obligations. As there was
no quoted market price for these investments and the
Company owned less than 20%, the investment was carried at
cost unless circumstances suggest that an impairment should
have been recognized.

Equity Method
Affiliated companies, in which the Company owned 50% or less
of the equity ownership, but over which significant influence
was exercised, were accounted for using the equity method of
accounting. The amount by which the Company’s investment
exceeded its share of the underlying net assets was considered
to be goodwill and was amortized over a three-year period.
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PTEK HOLDINGS,  INC.  AND SUBSIDIARIES

NOTES TO CONSOLIDATED F INANCIAL STATEMENTS

ACCOUNTS RECEIVABLE
Included in accounts receivable at December 31, 2003 and
2002 was earned but unbilled revenue of approximately $2.1 mil-
lion and $1.9 million, respectively at Premiere Conferencing,
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
$2.7 million, $5.1 million and $6.1 million in 2003, 2002 and
2001, respectively.

PROPERTY AND EQUIPMENT
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 and telecommunications
equipment. The cost of installed equipment includes expendi-
tures 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.

RESEARCH AND DEVELOPMENT
The Company incurs research and development costs primarily
related to developing enhancements and new service features
and are expensed as incurred.

SOFTWARE DEVELOPMENT COSTS
Pursuant to the American Institute of Certified Public Account-
ants 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 at Xpedite and
costs incurred to implement a new billing system at Premiere
Conferencing are being capitalized. For the years ended Decem-
ber 31, 2003 and 2002, the Company capitalized approximately
$3.1 million and $2.9 million, respectively, related to these
projects. There were no costs capitalized for the comparable
periods in 2001. 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, 2003
and 2002 was approximately $1.3 and $0.3 million, respectively.

GOODWILL
Goodwill represents the excess of the cost of businesses acquired
over fair value of net identifiable assets at the date of acquisi-
tion and has historically been amortized using the straight-line
method over various lives up to 7 years. With the adoption of
SFAS No. 142, “Accounting for Goodwill and Other Intangible
Assets,” which became effective January 1, 2002, the Company
no longer records amortization expense associated with good-
will, but instead 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
reporting units to their carrying amounts. The second step
measures the amount of the impairment based upon a com-
parison of “implied fair value” of goodwill with its carrying
amount. The Company has adopted January 1st as its valuation
date and has evaluated these assets as of January 1, 2003 and
2004, and no impairment was identified.

The Company amortized the goodwill of its non-public equity
investments in its PtekVentures’ portfolio over a three-year
useful life until the second quarter of 2001, at which time the
Company wrote off the remaining carrying value of such
investments. The amortization is included in “Amortization of
goodwill equity investments” and the write off is included in
“Asset impairment and obligation investments” in the accom-
panying consolidated statements of operations. See Note 6 –
“Investments.”

VALUATION OF LONG-LIVED ASSETS
Management evaluates the carrying values of long-lived assets
when significant adverse changes in the economic value of
these assets requires an analysis, including property and equip-
ment and other intangible assets. Effective in January 2002,
with the adoption of SFAS No. 144 “Accounting for the Impair-
ment or Disposal of Long-Lived Assets” (“FAS 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 FAS 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.
Management believes that long-lived assets in the accompa-
nying consolidated balance sheets are appropriately valued. 
See Note 10 – “Asset Impairments.”

EQUITY-BASED COMPENSATION PLANS
The Company accounts 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) issued under the Company’s 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. The Company provides 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.”
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The Company has adopted the disclosure only provision of
SFAS No. 123. Had compensation expense for the Company’s
stock option grants described above been determined based on
the fair value at the grant date for awards in 2003, 2002 and
2001, consistent with the provisions of SFAS No. 123, the
Company’s net loss and loss per share would have been increased
to the pro forma amounts indicated below for the years ended
December 31 (in thousands, except per share data):

2003 2002 2001

Net income (loss):

As reported $25,937 $ 1,891 $(242,120)

Add: stock-based employee 

compensation expense 

included in reporting 

net income, net of related 

tax effect 1,760 1,143 12,482

Deduct: total stock-based 

compensation expense 

determined under fair value 

based method for all awards, 

net of related tax effects (3,695) (4,642) (11,256)

Pro forma net income (loss) 

for calculating basic net 

income (loss) per share $24,002 $(1,608) $(240,894)

Basic net income (loss) per share:

As reported $ 0.48 $ 0.04 $ (4.84)

Pro forma $ 0.45 $ (0.03) $ (4.82)

Pro forma net income (loss) 

for calculating basic net 

income (loss) per share $24,002 $(1,608) $(240,894)

Adjustment for assumed 

conversion of 2008 

Convertible Notes, 

net of tax 973 – –

Pro forma net income (loss) 

for calculating diluted net 

income (loss) per share $24,975 $(1,608) $(240,894)

Diluted net income (loss) per share:

As reported $ 0.44 $ 0.03 $ (4.84)

Pro forma $ 0.41 $ (0.03) $ (4.82)

Significant assumptions used in the Black-Scholes option
pricing model computations are as follows:

2003 2002 2001

Risk-free interest rate 3.1% 3.95% 4.18%

Dividend yield 0% 0% 0%

Volatility factor 62% 76% 90%

Weighted average 

expected life 3.74 years 3.95 years 3.79 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 RECOGNITION
The Company recognizes 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 Premiere Conferencing operating segment during the third
quarter of 2002. Deferred revenue consists of payments made
by customers in advance of the time services are rendered. The
Company’s 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
and 101B.

INCOME TAXES
The provision for income taxes and corresponding balance
sheet accounts are determined in accordance with SFAS No. 109,
“Accounting for Income Taxes” (“FAS 109”). Under FAS 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 reason-
ably assured of being utilized. These differences are primarily
attributable to differences in the recognition of depreciation
and amortization of property, equipment and intangible assets.
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, the Company reviewed its
provision for uncertain tax matters. The result of this review
indicated it was appropriate to reduce this provision by approx-
imately $9.0 million. Net of this tax benefit, income from con-
tinuing operations for the year ended December 31, 2003
would have been $17.9 million. Net income would have been
$16.9 million. Basic income per share from continuing opera-
tions would have been $0.33, and net income per share would
have been $0.32 for the year ended December 31, 2003. Diluted
earnings per share from continuing operations and from net
income would have been $0.31 and $0.29, respectively, for the
year ended December 31, 2003.

In addition, during the third quarter of 2003, the Company
utilized certain tax planning strategies to reduce taxes and addi-
tional exposures were identified associated with revenue agent
examinations. The net effect of these tax strategies and addi-
tional exposures was a benefit of approximately $0.2 million. 
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The Company also records a provision for certain international,
federal and state tax contingencies based on the likelihood of
obligation, when needed. In the normal course of business, the
Company is 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 the
Company’s ability to utilize tax benefits as well as the esti-
mated taxes to be paid in future periods. The Company
believes it has appropriately accrued for tax exposures. If the
Company is 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, the
Company may need to adjust tax accounts which could mate-
rially impact its financial condition and results of operations.

BASIC AND DILUTED INCOME (LOSS) PER SHARE
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 out-
standing 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, 2003 and 2002, 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 (loss) per share gives effect to all potentially
dilutive securities. The Company’s convertible subordinated
notes, unvested restricted shares and stock options are poten-
tially dilutive securities during the year ended December 31,
2003 and 2002. In August 2003, the Company issued $85.0 mil-
lion of 5% convertible subordinated notes due 2008 (the “2008
Convertible Notes”). See Note 11 – “Long-Term Indebtedness.”
The 2008 Convertible Notes are convertible at any time at the
option of the holder into common stock at a conversion price
of approximately $6.6944 per share. At December 31, 2003,
the conversion price was less than the market value of the
Company’s common stock. As a result, the net income available
to common shareholders is adjusted for the interest expense
related to the assumed conversion on the 2008 Convertible
Notes of approximately $1.0 million, and the weighted-average
shares outstanding are adjusted for the diluted effect of the
2008 Convertible Notes. The difference between basic and 

diluted weighted-average shares outstanding was the dilutive
effect of stock options, the 2008 Convertible Notes, and the
unvested restricted shares, computed as follows:

Years Ended December 31,

2003 2002

Total weighted-average shares 

outstanding – Basic 53,766,721 53,550,029

Add common stock equivalents:

Stock options 1,731,973 1,633,347

2008 Convertible Notes 4,892,661 –

Unvested restricted shares 909,918 1,078,909

Total weighted-average shares 

outstanding – Diluted 61,301,273 56,262,285

FOREIGN CURRENCY TRANSLATION
The assets and liabilities of subsidiaries domiciled outside 
the United States 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 “Cumula-
tive translation adjustment” component of shareholders’ equity.
In addition, intercompany loans with foreign subsidiaries gener-
ally are considered by the Company to be permanently invested
for the foreseeable future. Therefore, all foreign exchange gains
and losses related to these balances are recorded in the cumu-
lative translation account on the balance sheet.

TREASURY STOCK
Treasury stock transactions are recorded at cost. During
the second quarter of 2003, at the directive of executive man-

agement, the Company cancelled all shares of outstanding
treasury stock.

OTHER COMPREHENSIVE INCOME (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 market-
able securities represent the Company’s components of other
comprehensive income (loss) at December 31, 2003 and 2002.
For the years ended December 31, 2003, 2002 and 2001, 
total other comprehensive income (loss) was approximately
$27.9 million $4.4 million and $(243.1) million, respectively.
Accumulated other comprehensive loss was $391.5 million at
December 31, 2003.

NEW ACCOUNTING PRONOUNCEMENTS
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 
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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 the Consolidated
Financial Statements as the Company did not have any financial
instruments with characteristics of both liabilities and equity
as of December 31, 2003.

In January 2003, the FASB issued FASB Interpretation No. 46
(“FIN 46”), “Consolidation of Variable Interest Entities.” This
interpretation of Accounting Research Bulletin 51, “Consolidated
Financial Statements,” addresses consolidation by business
enterprises of variable interest entities that possess certain
characteristics. The interpretation requires that if a business
enterprise has a controlling financial interest in a variable
interest entity, the assets, liabilities, and results of the activities
of the variable interest entity must be included in the consoli-
dated financial statements with those of the business enterprise.
This interpretation applies immediately to variable interest
entities created after January 31, 2003 and to variable interest
entities in which an enterprise obtains an interest after that
date. The Company does not have any ownership in any vari-
able interest entities as of December 31, 2003. The Company
will apply the consolidation requirement of the interpretation
in future periods if the Company should own any interest in
any variable interest entity.

In November 2002, the FASB issued FASB Interpretation No. 45
(“FIN 45”), “Guarantor’s Accounting and Disclosure Require-
ments for Guarantees, Including Indirect Guarantees of Indebt-
edness of Others,” an interpretation of FASB Statements No. 5,
57, and 107 and rescission of FASB interpretation No. 34. The
disclosure provisions of the interpretation are effective for
financial statements of interim or annual periods that end after
December 15, 2002. However, the provisions for initial recog-
nition and measurement are effective on a prospective basis for
guarantees that are issued or modified after December 31,
2002, irrespective of a guarantor’s year-end. See Note 7–
“Acquisitions and Dispositions.”

In December 2002, the FASB issued SFAS No. 148, “Accounting
for Stock-Based Compensation – Transition and Disclosure”
(“SFAS No. 148”) which amends SFAS No. 123. SFAS No. 148
provides alternative methods of transition for a voluntary
change to the fair value based method of accounting for stock-
based employee compensation. SFAS No. 148 also requires that
disclosures of the pro forma effect of using the fair value method
of accounting for stock-based employee compensation be dis-
played more prominently and in a tabular format. Additionally,
SFAS No. 148 requires disclosure of the pro forma effect in
interim financial statements. See “Equity-Based Compensation 

Plans” section of Note 2 – “Significant Accounting Policies” for
the additional annual disclosures made to comply with SFAS
No. 148. As the Company does not intend to adopt the provi-
sions of SFAS No. 123, the Company does not expect the tran-
sition provisions of SFAS No. 148 to have a material effect on
its results of operations or financial condition.

In June 2002, the FASB issued SFAS No. 146, “Accounting 
for Costs Associated with Exit or Disposal Activities” (“SFAS
No. 146”), which addresses financial accounting and reporting
for costs associated with exit or disposal activities and nullifies
Emerging Issues Task Force Issue No. 94-3, “Liability Recogni-
tion for Certain Employee Termination Benefits and Other
Costs to Exit an Activity (including Certain Costs Incurred in
a Restructuring)” (“EITF 94-3”). The principal difference
between SFAS No. 146 and EITF 94-3 relates to SFAS No. 146
requirements for recognition of a liability for a cost associated
with an exit or disposal activity. SFAS No. 146 requires that a
liability for a cost associated with an exit or disposal activity be
recognized when the liability is incurred. Under EITF 94-3, a
liability for an exit cost as generally defined in EITF 94-3 was
recognized at the date of an entity’s commitment to an exit
plan. The Company adopted SFAS No. 146 for the fiscal year
beginning January 1, 2003.

In April 2002, the FASB issued SFAS No. 145, “Rescission 
of FASB Statements Nos. 4, 44, and 64, Amendment of FASB
Statement No. 13, and Technical Corrections” (“SFAS No. 145”).
Among other things, this statement rescinds SFAS No. 4,
“Reporting Gains and Losses from Extinguishment of Debt”
(“SFAS No. 4”), which required all gains and losses from extin-
guishment of debt to be aggregated and, if material, classified
as an extraordinary item, net of the related income tax effect.
As a result, the criteria in Accounting Principles Board Opinion
No. 30, “Reporting the Results of Operations – Reporting the
Effects of Disposal of a Segment of a Business, and Extraordi-
nary, Unusual and Infrequently Occurring Events and Transac-
tions,” which requires gains and losses on extinguishments of
debt to be classified as income or loss from continuing opera-
tions, will now be applied. The Company adopted SFAS No. 145
for the fiscal year beginning January 1, 2003.

RECLASSIFICATIONS
Certain prior year amounts in the Company’s consolidated
financial statements have been reclassified to conform to the
2003 presentation.
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3 .  C E S S AT I O N  O F  S FA S  N O .  1 4 2  A M O R T I Z AT I O N

Effective January 1, 2002, the Company adopted SFAS No. 142, “Accounting for Goodwill and Other Intangible Assets.” 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 $123.1 million as of December 31, 2003 and 2002.

Summarized below are the carrying value and accumulated amortization of intangible assets that continue to be amortized under
SFAS No. 142 (in thousands):

December 31, 2003 December 31, 2002

Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying

Value Amortization Value Value Amortization Value

Intangible assets subject to amortization $109,047 $(84,494) $24,553 $90,933 $(83,131) $7,802
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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 approx-
imately $6.7 million in 2004, $6.6 million in 2005, $4.7 million
in both 2006 and 2007, and $1.3 million in 2008.

Exclusive of SFAS No. 142 amortization, basic and diluted 
net income (loss) per share for the twelve months ended
December 31, 2001 would have been (in thousands, except 
per share data):

December 31, 
2001

Adjusted net income (loss):

Income (loss) from continuing operations $(209,658)

Add goodwill amortization for Xpedite 57,430

Add goodwill amortization for Premiere Conferencing 7,658

Adjusted income (loss) from continuing operations $(144,570)

Add goodwill amortization for Voicecom 2,277

Loss from discontinued operations (32,462)

Adjusted net income (loss) $(174,755)

December 31, 
2001

Adjusted basic net income (loss) per share:

Income (loss) from continuing operations $ (4.19)

Add goodwill amortization for Xpedite 1.15

Add goodwill amortization for Premiere Conferencing 0.15

Adjusted income (loss) from continuing operations $ (2.89)

Add goodwill amortization for Voicecom 0.05

Loss from discontinued operations (0.66)

Adjusted basic net income (loss) per share $ (3.50)

Adjusted diluted net income (loss) per share:

Income (loss) from continuing operations $ (4.19)

Add goodwill amortization for Xpedite 1.15

Add goodwill amortization for Premiere Conferencing 0.15

Adjusted income (loss) from continuing operations $ (2.89)

Add goodwill amortization for Voicecom 0.05

Loss from discontinued operations (0.66)

Adjusted diluted net income (loss) per share $ (3.50)

 



•4 .  R E S T R U C T U R I N G  C O S T S

Consolidated restructuring costs for the years ended December 31, 2003, 2002 and 2001 are as follows (in thousands):

Accrued 2001 2001 Accrued
Costs at Charge to Charges to Reversal Costs at

December 31, Continuing Discontinued Payments Non Cash of Accrued December 31,
Consolidated 2000 Operations Operations Incurred Costs Costs 2001

Accrued restructuring costs:

Severance and exit costs $ 698 $ 4,426 $4,417 $ (4,814) $(2,059) $ – $2,668

Contractual obligations 290 241 1,515 (663) (386) (109) 888

Other 93 125 97 (65) (3) (75) 172

Total Restructuring costs $1,081 $ 4,792 $6,029 $ (5,542) $(2,448) $(184) $3,728

Reversal of charge $ (184) –

Restructuring costs – 

statement of operations $ 4,608 $6,029

2002 Accrued 2003
Charge To Costs at Charge To

Continuing Payments December 31, Continuing Non Cash
Consolidated Operations Incurred 2002 Operations Costs

Accrued restructuring costs:

Severance and exit costs $1,561 $(2,833) $1,396 $ 4,966 $ –

Contractual obligations – (668) 220 5,891 –

Other 273 (163) 282 90 (206)

Total Restructuring costs $1,834 $(3,664) $1,898 $10,947 $ (206)

Accrued
Reversal Costs at

of Accrued Payments December 31,
Consolidated Costs Incurred 2003

Accrued restructuring costs:

Severance and exit costs $ (52) $(3,127) $3,183

Contractual obligations (201) (352) 5,558

Other (76) (90) –

Total Restructuring costs $ (329) $(3,569) $8,741
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Realignment of Workforce – 2003
During the third and fourth quarters of 2003, management
executed a plan to reduce annual operating expenses through a
reduction in personnel costs related to the Company’s operations,
sales and administration and the abandonment of certain facili-
ties deemed to have no future economic benefit to the Company,
net of estimated sublease payments. The plan eliminated, through
a reduction in workforce, approximately 135 employees across
both business units and at the Holding Company.

On a business unit basis, Xpedite recorded a charge of approxi-
mately $9.3 million, comprised of severance and exit costs of
approximately $3.7 million and contractual lease obligations,
including estimated sublease income of $3.1 million, of approx-
imately $5.6 million. During 2003, Xpedite paid approximately
$1.5 million related to severance obligations and $0.3 million
in contractual obligations. A majority of the contract termination
costs relate to an Xpedite real property lease which expires in
2016, and, as such, approximately $4.3 million of this liability
has been classified in other long-term liabilities on the balance
sheet at December 31, 2003. The remaining restructuring
reserve was approximately $7.5 million at December 31, 2003.

Premiere Conferencing recorded a charge of approximately
$1.0 million, including approximately $0.6 million in severance
and exit costs and approximately $0.4 million in contract ter-
mination and other associated costs. During 2003, Premiere
Conferencing paid approximately $0.8 million related to
severance obligations. The remaining accrual for Premiere
Conferencing at December 31, 2003 was approximately $0.2 mil-
lion. The Holding Company recorded a charge of approximately
$0.7 million relating to severance obligations due to the former
Chief Legal Officer of which $0.2 million had been paid as of
December 31, 2003, leaving a remaining accrual of $0.5 million.

Realignment of Workforce – Fourth Quarter 2002
In the fourth quarter of 2002, Xpedite and the Holding Company
terminated employees pursuant to a plan to reduce headcount
and sales and administration costs. The plan called for the
reduction of 54 and 5 employees at Xpedite and the Holding
Company, respectively. The combined costs associated with the
restructuring plan total are $1.5 million, of which $0.7 million
and $0.3 million were paid in 2003 and 2002, respectively. Of the
remaining balance $0.4 million and $0.1 million will be paid 
in 2004 and 2005, respectively. Virtually all costs will be paid
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in cash. This restructuring plan will eliminate approximately
$1.4 million and $0.6 million in annual costs at Xpedite and
the Holding Company, respectively. Also, in the fourth quarter
of 2002 Xpedite 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 exit-
ing this business of $0.3 million are primarily non-cash and
represent the loss on disposal of the voice messaging assets.

Realignment of Workforce and Facilities – Fourth Quarter 2001
Due to continued revenue declines not anticipated by manage-
ment in both the Voicecom and Xpedite operating segments in
the second half of 2001, plans for additional workforce cost
reductions were established and personnel were notified dur-
ing the fourth quarter of 2001. The plan commitment reduced
annual operating expenses by $6.7 million. The plan eliminated,
through involuntary separation, approximately 120 non-sales
force employees in both Voicecom and Xpedite and eliminated
143 network equipment sites in the Voicecom operating seg-
ment. The overall management plan allowed for reinvesting
these cost savings into additional sales force employees in
order to stabilize the decline in revenues in both operating seg-
ments. Accordingly, the Company accrued restructuring costs
of approximately $4.1 million associated with this plan com-
mitment. Cash payments in 2003, 2002 and 2001 associated
with this plan were $0.2 million, $2.1 million and $1.0 million,
respectively. In addition in 2003, the Company was able to
terminate a lease for one of the network equipment sites that
was eliminated as part of this plan and therefore approximately
$0.2 million of costs were reversed to the discontinued oper-
ations line item. Of the $4.1 million of costs associated with
this plan, approximately $0.7 million of non-cash charges were

incurred for severance cost obligations paid through immedi-
ately vested stock options issued below market price on the date
of grant. Accordingly, this portion of the restructuring costs
was recorded as additional paid-in-capital. The Company paid
the remaining severance obligations during 2003 and does not
expect any further payments. 

Realignment of Workforce and Facilities – Second Quarter 2001
During the second quarter of 2001, management committed to a
plan to reduce annual operating expenses by approximately
$13.7 million through the elimination of certain operating activ-
ities in its Voicecom and Xpedite operating segments, and at the
Holding Company, and the corresponding reductions in person-
nel costs relating to the Company’s operations, sales and admin-
istration. The plan eliminated, through involuntary separation,
approximately 168 non-sales force employees and allowed the
Company to exit duplicative facilities in the Voicecom business
segments. Accordingly, the Company accrued restructuring costs
of approximately $6.7 million associated with this plan commit-
ment. The Company expects to incur a total of approximately
$5.0 million of cash payments related to severance, exit costs
and contractual obligations associated with the $6.7 million plan
costs. Approximately $1.2 million and $3.8 million of these cash
payments were made by December 31, 2002 and 2001, respec-
tively, and were primarily related to severance and exit cost
activities. The Company paid the remaining severance obliga-
tions during 2003 and does not expect any further payments.
Approximately $1.7 million of non-cash charges recorded in
2001 are related to certain executive management severance
costs from employee stock option modifications and forgiveness
of employee notes receivable. Accordingly, this portion of the
restructuring costs was recorded as additional paid-in-capital. 
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5 .  M A R K E TA B L E  S E C U R I T I E S ,  AVA I L A B L E  F O R  S A L E

Marketable securities, available for sale at December 31, 2003 and 2002, 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, 2003 and 2002 (in thousands):

Gross Unrealized Fair Proceeds Gross
Cost Gains (Losses) Value From Sale Realized Gains

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

2001

WebMD $ 300 $1,174 $1,474 $1,777 $1,496

S1 – – – 1,191 751

WebEx – – – 2,228 724

Other equity securities 3 – 3 – –

$ 303 $1,174 $1,477 $5,196 $2,971
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During 2003, the Company sold all of its 75,000 remaining
shares of its investment in WebMD for aggregate proceeds less
commissions of $0.8 million and realized gains of approximately
$0.6 million. In addition, the Company sold all of its invest-
ment in 1,423,980 shares of Class A common stock of EasyLink
Services Corporation (“EasyLink”) which were obtained as part
of the settlement agreement with AT&T Corp. and EasyLink
for aggregate proceeds less commissions of $2.1 million and
realized gains of approximately $1.0 million. See Note 18 –
“Commitments and Contingencies.” In January 2004, all shares
of other securities were sold with realized losses of approxi-
mately $0.1 million.

During 2002, the Company sold 133,857 shares of its invest-
ment in WebMD for aggregate proceeds less commissions of
approximately $1.0 million and realized gains of approximately
$0.9 million. At December 31, 2002, the Company held 75,000
shares of WebMD.

During 2001, the Company sold 200,000 shares of its invest-
ment in WebMD, 88,596 shares of its investment in S1 Corpora-
tion and 120,000 shares of its investment in WebEx for aggregate
proceeds less commissions of approximately $5.2 million and
realized gains of $3.0 million.

6 .  I N V E S T M E N T S

The Company continually evaluated the carrying value of its own-
ership interests in non-public investments in the PtekVentures
portfolio for possible impairment that was “other than tempo-
rary” based on achievement of business plan objectives and
current market conditions. The business plan objectives the
Company considered include, among others, those related to
financial performance such as achievement of planned financial
results, forecasted operating cash flows and completion of capi-
tal raising activities and those that are not primarily financial
in nature such as the development of technology or the hiring
of key employees. The Company has previously taken impair-
ment charges on certain of these investments when it has deter-
mined that an “other than temporary” decline in the carrying
value of the investment has occurred. Many Internet-based
businesses experienced difficulty in raising additional capital
necessary to fund operating losses and make continued invest-
ments that their management teams believed were necessary to
sustain operations. Valuations of public companies operating
in the Internet sector declined significantly during 2001.
During 2001, market conditions declined for the non-public
companies in the PtekVentures portfolio, with certain of these
companies filing for bankruptcy and subsequently being liqui-
dated. The remaining portfolio companies’ financial perform-
ance and updated financial forecasts for the near term led
management to the conclusion that there was an “other than
temporary” decline in the carrying value of these companies.
Accordingly, the Company decided to exit the venture business
and cease future funding in its portfolio companies. As a 

result, the Company recorded an impairment charge of
approximately $29.2 million during the second quarter of 2001
for the remaining carrying value of its non-public company
investment portfolio. 

During the first quarter of 2001 and the latter half of 2000, the
Company amortized goodwill created by investments that were
accounted for under the equity method of accounting. The
amount by which the Company’s investment exceeds its share
of the underlying net assets is considered to be goodwill, and
is amortized over a three-year period. Amortization related to
equity investments totaled $1.6 million in 2001, and is
included in the Consolidated Statements of Operations as
“Amortization of goodwill-equity investments.”

Further, during the fourth quarter of 2001, one of the portfolio
companies that was previously impaired defaulted on its credit
facility and lease obligation. The Company had provided a
standby letter of credit on this credit facility and is a guarantor
of the lease obligation. Accordingly, an obligation expense for
these guarantees in the entire amount of $2.5 million was
recorded at December 31, 2001. During the first quarter of
2002, the Company paid its commitment on the standby letter
of credit in the amount of $0.5 million. See Note 18 –
“Commitments and Contingencies.”

Additionally, during the fourth quarter of 2001, the Company
sold a significant portion of its interest in PtekVentures for
proceeds and a gain of $0.2 million, primarily in the form of
two notes that accrue interest at 5.05% annually and are due in
full on December 31, 2011. A third party appraisal was per-
formed to value the portfolio companies owned by PtekVentures.
The purchaser is primarily owned by two former executives 
of PtekVentures. The Company has received an income tax
refund of approximately $9.2 million from the capital loss
carryback associated with the sale of this interest.

In October 2003, PTEK paid AT&T approximately $1.9 million
in cash and issued to AT&T a seven-year warrant to purchase
250,000 shares of PTEK common stock at $9.36 per share in
exchange for a secured promissory note in the original princi-
pal amount of $10 million (the “Note”) and 1,423,980 shares
of EasyLink’s Class A common stock (the “Stock”) as well as
costs associated with the investment. The warrant is recorded
at its fair market value under the Black-Scholes method, in
accordance with FAS 123 “Accounting for Stock-Based Compen-
sation.” In addition, PTEK and EasyLink modified the Note to,
among other things, amend the payment schedule of the Note
as follows: PTEK is entitled to receive aggregate payments of
approximately $13.8 million, consisting of ten quarterly pay-
ments of $0.8 million which commenced December 1, 2003,
and a balloon payment of approximately $5.8 million on June
1, 2006. The Note is accounted for in accordance with AICPA
Statement of Position 03-03 “Accounting for Certain Loans or
Debt Securities Acquired in a Transfer.”
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7 .  A C Q U I S I T I O N S  A N D  D I S P O S I T I O N S

Xpedite – MediaLinq
In September 2003, Xpedite entered into an asset purchase
agreement with Captaris, Inc. (“Captaris”) and its wholly-owned
subsidiary MediaTel Corporation (Delaware) (“MediaTel”),
whereby Xpedite purchased substantially all of the assets of
MediaLinq, an outsource division of Captaris operated by
MediaTel. The effective date of this transaction was September 1,
2003, and the results of MediaLinq have been included in the
consolidated financial statements since that date. 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 adjustment, and approximately
$0.6 million is estimated transaction fees and closing costs.
Xpedite funded the purchase through its existing working capi-
tal. In accordance with SFAS No. 141, “Business Combinations,”
the purchase price was allocated as follows (in thousands):

Current assets $ 4,076

Property and equipment 2,240

Intangible assets 11,103

Long term assets 102

Total assets acquired 17,521

Current liabilities (1,565)

Total liabilities assumed (1,565)

Net assets acquired $15,956

The acquired intangibles have an estimated useful life of five
years. Developed technology of approximately $1.8 million and
customer lists of approximately $9.3 million are included in
the intangible assets.

In addition, Xpedite and Captaris entered into license and
reseller agreements for Captaris’ e-document delivery technol-
ogy, and the parties will cooperate in providing mutual resale
opportunities for each other’s products and services. The license
and reseller agreements provide for minimum compensation to
Captaris of $2.0 million over a three-year period.

The unaudited pro forma combined historical results, as if
MediaLinq had been acquired at the beginning of fiscal 2001
are estimated to be (in thousands):

Years Ended December 31,

2003 2002 2001

Revenue $399,026 $364,466 $353,183

Income (loss) from continuing 

operations 27,387 15,277 (209,349)

Basic income (loss) from 

continuing operations per share $ 0.51 $ 0.29 $ (4.19)

Adjusted income (loss) from 

continuing operations 28,360 15,277 (209,349)

Diluted income (loss) from 

continuing operations per share $ 0.46 $ 0.27 $ (4.19)

Net income (loss) 26,412 2,744 (241,811)

Basic net income (loss) per share $ 0.49 $ 0.05 $ (4.84)

Adjusted net income (loss) 27,384 2,744 (241,811)

Diluted net income (loss) per share $ 0.45 $ 0.05 $ (4.84)

The pro forma results include amortization of the acquired
intangibles as identified above. The pro forma results are 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.

Xpedite – Other acquisitions
In April 2003, Xpedite and its Canadian subsidiary acquired
substantially all of the assets of BillWhiz, Inc. d/b/a Linkata
Technologies, a Canadian company. The Company will pay a
minimum of approximately $0.4 million, up to a maximum 
of approximately $0.8 million, in cash purchase price over a
three-year earn-out period based on the achievement of speci-
fied revenue targets. If the earn-out is achieved, the purchase
price will be adjusted in accordance with SFAS No. 141,
“Business Combinations.”

In January 2003, Xpedite acquired substantially all of the assets
related to the U.S. based e-mail and facsimile messaging busi-
ness of Cable & Wireless USA, Inc. (“C&W”), and assumed
certain liabilities, for a total purchase price of $11.4 million.
The Company paid $6.0 million in cash at closing, $0.4 million
in transaction fees and closing costs, and will pay $5.0 million
in 16 equal quarterly installments commencing with the quar-
ter ended March 31, 2003, which is secured under the Line 
of Credit. The Company followed SFAS No. 141, “Business
Combinations,” and approximately $1.1 million of the aggre-
gate purchase price has been allocated to acquired property,
plant and equipment, and $10.3 million of the aggregate pur-
chase price has been allocated to identifiable customer lists
which are being amortized over a five-year useful life.
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Premiere Conferencing
In July 2003, Premiere Conferencing acquired substantially all
of the assets related to the Affinity Conferencing Services, Inc.
The Company will pay a minimum of approximately $0.3 mil-
lion 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. If the earn-out is
achieved, the purchase price will be adjusted in accordance
with SFAS No. 141, “Business Combinations.”

DISCONTINUED OPERATIONS
Consistent with the Company’s increased focus on extending
its market leadership in conferencing and multimedia messaging
services for global enterprise customers, the Company retained
a financial advisor to assist in evaluating strategic alternatives
for portions of its business during 2001. As a result of that
evaluation, the Company decided to pursue the separation of
Voicecom from the rest of PTEK and on March 26, 2002 the
Company sold substantially all the assets of its Voicecom busi-
ness unit 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.

In accordance with SFAS No. 144, “Accounting for the Impair-
ment or Disposal of Long-Lived Assets,” the transaction was
accounted for as a discontinued operation. The revenues and
pre-tax loss for the Voicecom operating segment for the twelve
months ended December 31, 2002 and 2001 were (in millions:)

2002 2001

Revenue $15.8 $92.5

Pre-tax loss (5.8) (53.2)

In connection with the sale, the Company terminated its credit
agreement with ABN AMRO Bank in all material respects.

During the fourth quarter of 2002, the Company 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 liabilities 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.

During 2003, an arbitrator issued his ruling relating to franchise
disputes brought by Digital Communication Services, Inc., a
former franchisee of the Voicecom business unit. The arbitrator
found that the Digital franchise was constructively terminated
in December 2001, and that the franchise value was approxi-
mately $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 has been included in the discontin-
ued operations line in the income statement. See Note 18 –
“Commitments and Contingencies.”

CUSTOMER BASE ACQUISITIONS – XPEDITE – 2001
During the first quarter of 2001, the Company acquired the
store and forward fax customer base of Western Union in North
America and the store and forward fax customer base of GN
Comtext. The aggregate cash purchase price for these customer
base assets was $5.8 million in 2001 with residual payments for
GN Comtext of approximately $0.6 million and $0.2 million 
in 2002 and 2003, respectively.

8 .  P R O P E R T Y  A N D  E Q U I P M E N T

Property and equipment at December 31 is as follows 
(in thousands):

2003 2002

Computer and telecommunications 

equipment $132,262 $116,653

Furniture and fixtures 21,787 20,118

Office equipment 9,887 9,598

Leasehold improvements 15,864 15,219

Capitalized software 6,088 –

Construction in progress 204 –

Building 2,308 2,308

188,400 163,896

Less accumulated depreciation 124,837 100,748

Property and equipment, net $ 63,563 $ 63,148

Assets under capital leases included in property and equipment
at December 31 are as follows (in thousands):

2003 2002

Furniture and fixtures $ – $1,055

Subtotal – 1,055

Less accumulated depreciation – 214

Property and equipment, net $ – $ 841
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9 .  GOODWILL  AND  INTANG IBLE  ASSETS

Goodwill and intangible assets consist of the following
amounts for December 31, 2003 and 2002 (in thousands):

2003 2002

Goodwill $123,066 $123,066

Customer lists $ 72,961 $ 56,663

Developed technology 36,086 34,300

109,047 90,933

Less accumulated amortization 84,494 83,131

$ 24,553 $ 7,802

Intangible assets by reportable segment at December 31,
2003 and 2002 (in thousands):

Premiere
Conferencing Xpedite Total

Goodwill carrying value 

at December 31, 2002 $25,523 $97,543 $123,066

Additions – – –

Impairment – – –

Amortization – – –

Goodwill carrying value 

at December 31, 2003 $25,523 $97,543 $123,066

Premiere
Conferencing Xpedite Total

Intangibles carrying value 

at December 31, 2002 $ 1,097 $ 6,705 $ 7,802

Additions 283 23,214 23,497

Impairment – – –

Amortization (1,128) (5,618) (6,746)

Intangibles carrying value 

at December 31, 2003 $ 252 $24,301 $ 24,553

Intangible assets are amortized on a straight-line basis with
an estimated useful life between three and five years. Amortiza-
tion expense on existing intangible assets is expected to be approx-
imately $6.7 million, $6.6 million, $4.7 million, $4.7 million
and $1.3 million in 2004, 2005, 2006, 2007 and 2008, respec-
tively. See Note 10 – “Asset Impairments” for further discussion.

10 .  A S S E T  I M PA I R M E N T S

Effective January 1, 2002, the Company adopted SFAS No. 144,
“Accounting for the Impairment of Disposal of Long-Lived
Assets” (SFAS No. 144). The following table summarizes the
asset impairments from continuing operations incurred by
operating segment for the years ended December 31, 2002 and
2001 (in thousands):

Premiere Holding
Xpedite Conferencing Company Total

2002

Other intangibles $ 3,202 $ – $ – $ 3,202

2001

Goodwill $91,571 $ 91,571

Other intangibles 6,679 6,679

Property and 

equipment, net 777 984 785 2,546

$99,027 $984 $785 $100,796

During the fourth quarter of 2002, the Company assessed the
carrying value of the customer lists at Xpedite pursuant to
SFAS No. 144 as Xpedite experienced a decline in revenue in
certain international markets during the latter half of 2002.
Using the best estimate approach, the fair value of certain cus-
tomer lists associated with the markets experiencing the decline
was determined to be less than the carrying value at December
31, 2002, resulting in a $3.2 million asset impairment.

During the second half of 2001, business conditions declined
significantly in the Xpedite operating segment. The following
is a comparison of revenue performance for the first six months
of 2001 versus the second six months of 2001 (in thousands):

First Six Second Six
Months 2001 Months 2001 % Change

Revenue $112,552 $103,113 –8.4%

During the fourth quarter of 2001, the Company assessed the
outlook of revenues of certain services and evaluated the poten-
tial impairment of certain assets associated with the operating
equipment, goodwill and other intangible assets of Xpedite
pursuant to SFAS No. 121, “Accounting for the Impairment of
Long-Lived Assets and for Long-Lived Assets to be Disposed Of.”
Management reviewed the identifiable undiscounted future
cash flows, including the estimated residual value to be gener-
ated by the assets to be held and used by the business acquired
in Xpedite at their asset grouping level. Based on the results of
these assessments, the Company recorded the $100.8 million
impairment in the fourth quarter of 2001 from continuing oper-
ations ($99.0 million of which was related to Xpedite, as
discussed further below).
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Xpedite impairment – 2001
In Xpedite, a decline in the legacy store and forward fax rev-
enues and weakness in the European and Asia Pacific regions
of the business began to occur in the latter part of the third
quarter and the early part of the fourth quarter of 2001.
Accordingly, management was concerned that a fair value
assessment would potentially be lower than the carrying value
on the balance sheet. A third party appraisal was performed
using a discounted cash flow income approach to valuing the
business, using a 15% discount rate. The valuation resulted in
an asset impairment related to the Xpedite operating segment
of $99.0 million to reflect the carrying value in excess of fair
value at December 31, 2001. Of the $99.0 million, property
and equipment impairments of $0.7 million at Xpedite related
primarily to the abandonment of its Indonesian operations due
to declining revenues and profits. Indonesia represented less
than 1% of Xpedite revenue.

Other impairments – 2001
Additionally, management recorded asset impairments totaling
$1.8 million related to the carrying value of capitalized software
associated with certain internal information systems at both
Premiere Conferencing and the Holding Company that have
been taken out of service.

11 .  I N D E B T E D N E S S

Long-term debt and capital lease obligations at December 31 is
as follows (in thousands):

2003 2002

Borrowings on line of credit $5,000 $ –

Notes payable to banks – 75

Equipment term loan – 7,081

Capital lease obligations – 571

Subtotal $5,000 $7,727

Less current portion – 4,320

$5,000 $3,407

In November 2003, the Company entered into a three-year, sen-
ior secured revolving credit facility with LaSalle Bank National
Association, as agent (the “Line of Credit”). The credit agree-
ment provides for borrowings up to $60.0 million and is subject
to customary covenants for secured credit facilities of this
nature. At December 31, 2003 the Company was in compliance
will 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 credit agreement is, at the Company’s option, the
base rate (the greater of the overnight federal funds rate plus
0.5% or the LaSalle Bank 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,
2003, the applicable margin with respect to base rate loans is
0.75% and the applicable margin with respect to LIBOR loans is
2.25%. As of December 31, 2003, the Company has $5.0 million
in borrowings outstanding and has approximately $4.8 million
in letters of credit outstanding under the credit facility.

In August 2003, the Company issued $75.0 million of 5%
convertible subordinated notes due August 15, 2008 (the
“2008 Convertible Notes”). On August 15, 2003, the initial
purchasers of the 2008 Convertible Notes exercised an option
to purchase an additional $10.0 million of 2008 Convertible
Notes. The annual interest commitment associated with the
outstanding 2008 Convertible Notes is $4.3 million and will be
paid semiannually on February 15 and August 15 of each year.
The 2008 Convertible Notes are convertible at any time at the
option of the holder into the Company’s 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), subject to adjustment in certain events.
The Company may provisionally redeem the 2008 Convertible
Notes at any time at a redemption price equal to $1,000 per
$1,000 of the principal amount of the notes to be redeemed
plus accrued and unpaid interest, if any, to, but excluding, the
date of redemption if: (i) the closing price of the Company’s
common stock has exceeded 150% of the conversion price
then in effect for at least 20 trading days within a period of 
30 consecutive trading days ending on the trading day before 
the date of mailing of the provisional redemption notice; and
(ii) the shelf registration statement covering resales of the notes
and shares of common stock issuable upon conversion of the
2008 Convertible Notes is effective and available for use and 
is expected to remain effective and available for use for the 
30 days following the provisional redemption date, unless reg-
istration is no longer required. The Company also will make
an interest make-whole payment in cash, or at its option, in
common stock, or a combination thereof, with respect to all
2008 Convertible Notes called for provisional redemption,
including any notes converted after the notice date and before
the provisional redemption date. The interest make-whole pay-
ment would be equal to the present value of the aggregate
amount of interest that would otherwise have accrued from the
provisional redemption date through the maturity date. The
2008 Convertible Notes are not subject to redemption through
a sinking fund. The net proceeds from this transaction were
approximately $82.7 million, and were used to repurchase and
redeem a portion of the 2004 Convertible Notes. The redemp-
tion price was 100.821% of the principal amount redeemed,
plus accrued and unpaid interest to the date of redemption.
The principal balance of the 2008 Convertible Notes at
December 31, 2003 was $85.0 million.

PTEK HOLDINGS,  INC.  AND SUBSIDIARIES

NOTES TO CONSOLIDATED F INANCIAL STATEMENTS

P T E K  H O L D I N G S ,  I N C . 57



•

•

PTEK HOLDINGS,  INC.  AND SUBSIDIARIES

NOTES TO CONSOLIDATED F INANCIAL STATEMENTS

In June 2002 and September 2001, Premiere Conferencing
entered into term equipment loans for $4.0 million and $6.5
million, respectively. In addition, in June 2001, Xpedite entered
into a capital lease obligation for expansion at Xpedite’s New
Jersey office for approximately $1.1 million. In conjunction
with the issuance of the Line of Credit, the Company paid off
all these loans in full in the fourth quarter of 2003.

In September 2000, the Company entered into a credit agree-
ment for a one-year revolving credit facility with ABN AMRO
Bank N.V. The Agreement provides for borrowings of up to
$20.0 million and was amended to provide for borrowings up
to $13.5 million. The Company terminated the credit agree-
ment on March 26, 2002 in connection with the sale of its
Voicecom business unit.

In July 1997, the Company issued convertible subordinated
notes of $172.5 million that mature on July 1, 2004 and bear
interest at 53⁄4% (the “2004 Convertible Notes”). The 2004
Convertible Notes are convertible at the option of the holder
into common stock at a conversion price of $33 per share,
through the date of maturity, subject to adjustment in certain
events. Beginning in July 2000, the Convertible Notes were
redeemable by the Company at a price equal to 103% of the
conversion price, declining to 100% at maturity plus accrued
interest. During the third quarter of 2003, the Company used
existing cash and the net proceeds from the 2008 Convertible
Notes offering to repurchase or redeem approximately $83.0 mil-
lion in face value of the 2004 Convertible Notes, resulting in a
loss of approximately $1.0 million. During the second quarter
of 2003, the Company used existing cash to repurchase approx-
imately $39.5 million in face value of the 2004 Convertible
Notes, resulting in a gain on the early extinguishment of debt
of approximately $1.4 million before taxes. During the fourth
quarter of 2003, the Company used existing cash and borrow-
ings on the Line of Credit to redeem $35 million in face value
of the 2004 Convertible Notes, resulting in a loss of approxi-
mately $0.3 million. The principal balance of the 2004 Con-
vertible Notes at December 31, 2003 was $15.0 million and is
classified as a current liability on the consolidated balance sheet
as the balance is due July 1, 2004. The interest commitment asso-
ciated with the remaining 2004 Convertible Notes is $0.9 million
and is payable on January 1, 2004 and July 1, 2004. 

At December 31, 2003, the Company had no other indebtedness
outstanding except for the borrowings against the Line of Credit
and the 2004 and 2008 Convertible Notes.

12 .  A C C R U E D  E X P E N S E S

Accrued expenses at December 31 are as follows 
(in thousands):

2003 2002

Accrued wages and wage related taxes $11,433 $10,447

Interest payable 2,087 4,994

Accrued commissions 2,489 3,511

Acquisition liabilities 2,598 –

Accrued obligations – investments – 2,000

Benefits 1,395 1,294

Other employee costs including expenses 1,769 1,232

Office expenses (deferred rent, utilities, 

supplies, etc.) 1,053 1,011

Accrued professional fees 3,105 2,050

Other 7,962 5,780

$33,891 $32,319

Long-term accrued expenses at December 31 are as follows 
(in thousands):

2003 2002

Holding Company headquarter lease liability $ 6,008 $7,009

Acquisition liabilities 3,071 –

Long-term accrued restructuring 4,297 –

Other 1,262 942

$14,638 $7,951

1 3 .  F I N A N C I A L  I N S T R U M E N T S

The estimated fair value of certain financial instruments at
December 31, 2003 and 2002 is as follows (in thousands):

2003 2002

Carrying Fair Carrying Fair
Amount Value Amount Value

Cash and cash equivalents $ 23,946 $ 23,946 $ 68,777 $ 68,777

Marketable securities, 

available for sale 575 575 641 641

2004 and 2008 convertible 

subordinated notes 

(see Note 11) 100,000 150,800 172,500 150,075

Notes payable, line of 

credit, long-term debt 

and capital leases 

(see Note 11) 5,000 5,000 7,727 7,727

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 the Convertible Notes is estimated based on
market quotes. The carrying value of notes payable, Line of
Credit, long-term debt and capital lease obligations does not
vary materially from fair value at December 31, 2003 and 2002.
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•14. EQUITY-BASED COMPENSATION 
CHARGES AND SHAREHOLDERS’ EQUITY

EQUITY-BASED COMPENSATION CHARGES
The following summarizes the components of equity-based
compensation expense for the years ended December 31, 2003,
2002 and 2001 (in thousands, except share data):

Earned Unearned

Shares Dollars Shares Dollars

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 and restricted 

shares issued for services 

rendered 866

361,812 $ 2,921 272,000 $ 813

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

2001

Options exchanged 

for restricted shares 1,765,969 $ 5,807 638,592 $2,120

Restricted shares issued 

to executive 

management 826,194 2,483 576,000 1,740

Note forgiveness related 

to restricted shares 

in former affiliates and 

related taxes 

(see Note 17) 11,072

Compensation to manage-

ment in association with 

restricted shares in 

former affiliates 497

Options and restricted 

shares issued for 

services rendered 15,000 570

2,607,163 $20,429 1,214,592 $3,860

Options exchanged for restricted shares
Due to declines in the Company’s 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
Company stock. In order to provide better performance incen-
tives for employees and directors and to align the employees’
and directors’ interests with those of the shareholders, in the
fourth quarter of 2001 the Company offered an exchange pro-
gram in which it 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
therefor vested on the day after the exchange date. To the
extent options were vested at the exchange date, the Company
recognized equity-based compensation expense determined by
using the closing price of the Company’s common stock at
December 28, 2001, which was $3.32 per share. To the extent that
restricted shares were received for unvested options exchanged,
this cost was deferred on the balance sheet under the line item
“Unearned restricted share compensation.” This value was also
determined using the closing price of the Company’s 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 2003 and 2002, approximately
170,000 and 402,000 shares vested, and equity-based compen-
sation expense of $0.6 million and $1.3 million was recognized,
respectively. Assuming all employees at December 31, 2003 will
remain employed by the Company through their vesting period,
the equity-based compensation expense in future years result-
ing from the restricted shares issued in the option exchange
will be $0.3 million in 2004.

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, 2003, this option
count was approximately 397,000 due to the sale of Voicecom,
exercises subsequent to the date of exchange and other cancel-
lations of these options. These options will be subject to vari-
able accounting until such options are exercised, are forfeited,
or expire unexercised. These options have exercise prices rang-
ing from $5.23 to $29.25. At December 31, 2003, a charge of
approximately $1.1 million was recorded because the market
value of the Company’s common stock was greater than the
exercise price of a portion of the options. At December 31, 2002
and 2001, no charge was recorded because the exercise price 
of each of the options was greater than the market value of the
Company’s common stock.
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Restricted shares issued to management
Certain members of management of the Company 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 inter-
ests of the shareholders. Certain of these restricted shares vested
immediately in 2001 and were restricted from trading for a
one-year period. The remaining restricted shares vest on a
straight-line basis through 2004, and the equity-based compen-
sation expense recorded in 2003 was $0.4 million. The antici-
pated remaining equity-based compensation expense resulting
therefrom will be approximately $0.5 million for 2004.

Loans and note forgiveness associated with restricted shares in
former affiliates and related taxes
During the second quarter of 1999, the Company awarded
restricted share grants to the CEO, COO and certain other offi-
cers of Company-owned shares held in certain investments in
affiliates made in connection with its PtekVentures activities.
The vesting periods for these shares ranged from immediately
upon grant to three years, contingent on the executive being
employed by the Company. In connection with this action, the
Company recorded a non-cash charge of $1.2 million in 2000
related to the vesting of these grants.

In 1999 and 2000, the Company loaned $6.3 million with
recourse to the current CEO and COO to pay taxes in connec-
tion with these restricted share grants. These loans were due
on December 31, 2006, accrued interest at 6.20% and were
secured by the restricted shares granted. In March 2000, the
Company agreed to forgive one-seventh of the principal plus
accrued interest on such loans as of December 31, 2000, pro-
vided that the executives were employees of the Company on
that date. Such amounts were forgiven as of December 31, 2000.

In 2001, the Company agreed to forgive the remaining balance
of the recourse tax loans to the CEO and COO, effective as of
December 31, 2001, provided that the executives were employ-
ees of the Company on that date. The principal and interest
forgiven was $5.8 million and the employee tax liability
assumed by the Company was $5.3 million. The tax liability
was paid primarily in the first quarter of 2002.

Notes receivable – employees
During 2002, the Company 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 2003 several of these loans,
including interest, were paid off leaving a principal balance at
December 31, 2003 of $1.7 million. The total interest accrued on
these loans as of December 31, 2003 was approximately $0.1 mil-
lion. The Company is obligated to make additional loans to pay
taxes associated with the future vesting of restricted shares, but the
dollar amount of such loans cannot be determined at this time.

Compensation to management in association with restricted
shares in former affiliates
In 2001, the Company approved discretionary bonuses in the
aggregate amount of $0.5 million to two executive vice presi-
dents of the Company who were awarded restricted share grants
in affiliates during the second quarter of 1999, which shares
had lost significant market value since the dates of grant.

Options and restricted shares issued for services rendered
In 2003, the Company has recognized approximately $0.9 mil-
lion 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. In
2001, the Company issued stock options and restricted shares
of Company Common Stock to consultants for various con-
sulting services performed for the Company.

SHAREHOLDERS’ EQUITY COMPONENTS
Stock option exercises
During 2003, 2002 and 2001, stock options were exercised
under the Company’s 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 
(the “Code”). Approximately $3.7 million, $1.2 million and
$0.0 million was recorded as increases in additional paid-in
capital reflecting tax benefits to be realized by the Company as
a result of the exercise of such options during the years ended
December 31, 2003, 2002 and 2001, respectively.

Stock repurchase program
In the second quarter of 2000, the Company’s Board of
Directors authorized a stock repurchase program under which
PTEK may purchase up to 10% of the then outstanding shares
of its common stock, or approximately 4.8 million shares.
During 2002, the Company repurchased approximately 1.8 mil-
lion shares of its common stock under the program for approx-
imately $6.6 million. During 2001, the Company repurchased
approximately 1.1 million shares of its common stock under
this program for approximately $3.1 million. In January 2003,
the Board of Directors of the Company approved an increase in
its 2000 stock repurchase program by authorizing the repurchase
of up to an additional 10% of the Company’s outstanding com-
mon stock, or approximately 5.4 million shares. See Note 22 –
“Subsequent Events.”

Associate stock purchase plan
The Company offered an associate stock purchase plan to
provide eligible employees an opportunity to purchase shares
of its common stock through payroll deductions. See Note 15 –
“Equity-Based Compensation Plans” for plan details.
Approximately 378,002 and 480,965 shares of common stock
valued at approximately $0.9 million and $0.8 million were
issued under this plan in 2002 and 2001, respectively. The plan
was terminated effective January 14, 2003.
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Shares issued for legal settlement
During 2002, the Company 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
approximately $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
the Company made loans to the CEO of the Company and to 
a limited partnership in which the CEO has an indirect inter-
est in association with exercises of options to purchase the
Company’s common stock. Loan advances totaled $0.8 million
and $2.8 million during 2001 and 2000, respectively. See 
Note 17 – “Related Party Transactions.”

1 5 .  E Q U I T Y - B A S E D  
C O M P E N S AT I O N  P L A N S  

The Company issues 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 “1995 Plan”),
the 1998 Stock Plan (the “1998 Plan”) and the 2000 Directors
Stock Plan (the “Directors Plan”). These plans are adminis-
tered by committees consisting of members of the board of
directors of the Company.

The 1995 Plan provides for the issuance of stock options, stock
appreciation rights (“SARs”) and restricted stock to employees.
A total of 9,650,000 shares of common stock has been reserved
in connection with 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.

Sharp declines in the market price of the Company’s common
stock resulted in many outstanding employee stock options
being exercisable at prices that exceeded the current market
price of the Company’s common stock, thereby substantially
impairing the effectiveness of such options as performance
incentives. Consistent with the Company’s philosophy of using
equity incentives to motivate and retain management and
employees, the Board of Directors determined it to be in the best
interests of the Company and its shareholders to restore the per-
formance incentives intended to be provided by employee stock
options by repricing such options. Consequently, on July 22,
1998 the Board of Directors of the Company determined to
reprice or regrant all employee stock options which had exercise
prices in excess of the closing price on such date (other than
those of Chief Executive Officer Boland T. Jones) to $10.25,
which was the closing price of the Company’s common stock on
such date. While the vesting schedules remained unchanged, 

the repriced and regranted options were generally subject to a
twelve-month blackout period, during which the options could
not be exercised. If an optionee’s employment was terminated
during the blackout period, he or she would forfeit any repriced
or regranted options that first vested during the twelve-month
period preceding his or her termination of employment. On
December 14, 1998, the Board of Directors determined to reprice
or regrant 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 the Company’s common stock
on such date. Again, the vesting schedules remained the same
and the repriced or regranted options were generally subject to
a twelve-month blackout period during which the options
could not be exercised. If the optionee’s employment was ter-
minated during the blackout period, he or she would forfeit any
repriced or regranted options that first vested during the twelve-
month period preceding his or her termination of employment.
By imposing the blackout and forfeiture provisions on the repriced
and regranted options, the Board of Directors intended to pro-
vide added incentive for the optionees to continue service.

On July 22, 1998, the Board of Directors approved the 1998
Plan, which essentially mirrors the terms of the 1995 Plan
except that it is not intended to be used for executive officers
or directors. In addition, the 1998 Plan, because the sharehold-
ers did not approve it, does not provide for the grant of incen-
tive stock options. Under the 1998 Plan, 8,000,000 shares of
common stock are reserved for the grant of nonqualified stock
options and other incentive awards to employees and con-
sultants of the Company.

The Company has adopted the associate stock purchase plan to
encourage associates of PTEK to acquire a proprietary interest,
or to increase their existing interest in the Company. The com-
pany reserved 1,750,000 shares of common stock for purchase
by associates under the plan. Approximately 378,000 and
481,000 shares of common stock valued at approximately 
$0.9 million and $0.8 million were issued under the plan in
2002 and 2001, respectively. The plan was terminated effective
January 14, 2003.

On April 26, 2000, the Board of Directors approved the
Directors Plan which was subsequently approved by the share-
holders on June 7, 2000. On June 5, 2002, the 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 of the Company and are not employed by the
Company or any of its subsidiaries or affiliates. Under the
Directors Plan, the maximum number of shares that may be
issued is 2.0 million, of which no more than 10% shall be
granted in the form of restricted stock, subject to antidilution
adjustments as defined by the Plan.
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A summary of the status of the Company’s stock plans 
is as follows:

Weighted
Average
Exercise

Fixed Options Shares Price

Options outstanding at December 31, 2000 14,483,299 $6.67

Granted 3,589,584 2.65

Exercised (158,551) 0.07

Exchanged for restricted shares (6,008,327) 6.23

Forfeited (1,649,555) 6.34

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 (1,046,742) 8.43

Options outstanding at December 31, 2003 6,619,755 $5.75
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The following table summarizes information about stock options outstanding at December 31, 2003:

Weighted Average Weighted Average
Weighted Exercise Price Exercise Price

Range of Options Average Exercise of Options Options of Options
Exercise Prices Outstanding Remaining Life Outstanding Exercisable Exercisable

$0 – $4.99 2,406,169 6.15 $ 3.30 1,104,271 $ 2.89

$5.00 – $9.99 3,604,220 4.57 6.24 2,161,720 6.00

$10.00 – $14.99 411,079 1.53 10.39 411,079 10.39

$15.00 – $30.00 198,287 1.92 16.93 198,287 16.93

6,619,755 4.88 $ 5.75 3,875,357 $ 6.14

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, 2003 and 2002 were 3,875,357 and 6,671,565, respectively.

16 . E M P L O Y E E  B E N E F I T  P L A N S

The Company sponsors a defined contribution retirement plan
covering substantially all full-time employees. This plan allows
employees to defer a portion of their compensation and associ-
ated income taxes pursuant to Section 401(k) of the Code. The
Company may make discretionary contributions for the benefit
of employees under this plan. In 2003, the Company paid cash
of $1.0 million to fund its discretionary employee contribution
under the Company’s 401(k) plan. The Company issued 405,241
and 1,108,109 shares of its common stock during 2002 and
2001 respectively at a value of $1.6 million in each year to fund
its discretionary employee contribution match under the
Company’s 401(k) plan.

17. R E L AT E D - PA R T Y  T R A N S A C T I O N S

The Company has in the past entered into agreements and
arrangements with certain officers, directors and principal
shareholders of the Company.

Notes receivable – shareholder
The Company has made loans to the CEO of the Company and
a limited partnership in which he has an indirect interest. These
loans were made pursuant to the CEO’s then current employ-
ment 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 receivable, share-
holder.” At December 31, 2003, the aggregate amount of these
loans was $5.3 million.

Notes receivable – employees
During 2002, the Company 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 inter-
est, are recorded in the long-term asset section of the balance
sheet under the caption “Notes receivable – employees.” At
December 31, 2003, the aggregate amount of these loans were
$1.8 million. See “Notes Receivable – employees” in Note 14 –
“Equity-Based Compensation Charges and Shareholders’ Equity.”

Use of airplane
During 2003, 2002 and 2001, the Company leased the use 
of an airplane from a limited liability company that is owned
99% by the Company’s Chief Executive Officer and 1% by 
the Company. In connection with this lease arrangement, the
Company has incurred costs of $0.9 million, $1.9 million and
$2.2 million in 2003, 2002 and 2001, respectively, to pay the
expenses of maintaining and operating the airplane. In July 2003,
the Company terminated this lease arrangement. 

Loans associated with restricted shares in former affiliates
During the second quarter of 1999, the Company awarded
restricted share grants to the Chief Executive Officer, Chief
Operating Officer and certain other officers of Company-
owned shares held in certain investments in affiliates. See
“Loans and note forgiveness associated with restricted shares
in former affiliates and related taxes” in Note 14 – “Equity-
Based Compensation Charges and Shareholders’ Equity.”

Strategic co-marketing arrangement
The Company 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 the Company’s products. The Company,
in turn, was obligated to purchase portal rights from WebMD
for $4.0 million over four years to assist in marketing its prod-
ucts. Under this agreement, which expired on February 17,
2003, the Company recognized revenue of approximately 
$0.4 million, $2.5 million and $2.5 million in 2003, 2002 and
2001, respectively.

1 8 . C O M M I T M E N T S  A N D  
C O N T I N G E N C I E S

OPERATING LEASE COMMITMENTS
The Company leases computer equipment, automobiles, office
space and other equipment under noncancelable lease agree-
ments. The leases generally provide that the Company pay the
taxes, insurance and maintenance expenses related to the leased
assets. Future minimum lease payments for noncancelable
operating leases as of December 31, 2003 are as follows 
(in thousands):

2004 $10,880

2005 9,359

2006 7,360

2007 5,061

2008 4,363

Thereafter 15,258

Net minimum lease payments $52,281

Rent expense under operating leases was approximately 
$13.2 million, $10.2 million and $8.0 million for the years
ended December 31, 2003, 2002 and 2001, respectively.
Facilities rent is reduced by sublease income of approximately
$0.2 million, $0.0 million and $0.7 million for the years ended
December 31, 2003, 2002 and 2001, respectively. In 2003,
facilities rent was reduced by approximately $0.4 million
associated with contractual obligations provided for in the
restructuring charge.

SUPPLY AGREEMENTS
The Company purchases telecommunications services pur-
suant to supply agreements with telecommunications service
providers. These contracts generally provide fixed transmission
prices for terms of three to five years, but are subject to early
termination in certain events. No assurance can be given that
the Company will be able to obtain telecommunications serv-
ices in the future at favorable prices or at all, and the unavail-
ability of telecommunications services, or a material increase 
in the price at which the Company is able to obtain telecom-
munications services, would have a material adverse effect on
the Company’s business, financial condition and results of
operations. Some of the Company’s telecommunications supply
agreements contain commitments that require that the Company
purchase a minimum amount of services through 2009. These
costs are approximately $20.7 million, $9.2 million, $8.8 mil-
lion, $1.1 million, $0.7 million, $0.7 million and $0.2 million
in 2004 through 2009, respectively. The total amount of the
minimum purchase requirements in 2003 was approximately
$13.7 million, of which the Company incurred costs in excess
of these minimums.
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MCI TELECOMMUNICATION SERVICE AGREEMENTS
The Company purchases telecommunication and other net-
work services from MCI under numerous transmission agree-
ments. The Company currently has significant outstanding
disputes with MCI regarding charges billed by MCI under
these agreements. The Company has asserted that MCI and its
affiliates owe credits exceeding $13 million to the Company.
MCI, in turn, has disputed a portion of those credits claimed
by the Company. In accordance with SFAS No. 5, “Accounting
for Contingencies,” the Company believes it has appropriately
accrued a reasonable estimate for this dispute. If the Company
is unable to resolve its billing dispute with MCI or is required
to pay MCI an amount greater than is accrued, the Company’s
financial condition and results of operations could be materially
impacted. On October 22, 2003, MCI filed a supplement (the
“Plan Supplement”) to its Second Amended Joint Plan of Reorga-
nization under Chapter 11 of the United States Bankruptcy Code
(the “Plan”). The Plan Supplement provides that the settlement
agreement and mutual release entered into by the Company
and MCI dated April 7, 2000 (the “Settlement Agreement”) is
added to the list of executory contracts that MCI intends to
reject pursuant to the terms of the Plan and the Bankruptcy
Code. As a party to a rejected executory contract, the Company
may be entitled to damages from MCI for, among other things,
breach of contract; however, such a claim, if allowed, would
likely be treated as a general unsecured claim under the Plan.
The Company cannot provide assurance that it will be able to
resolve its billing disputes with MCI or that it will be success-
ful in asserting any rights of set-off against amounts due to the
Company from MCI. If the Company is unable to resolve its
billing dispute with MCI or if the date for the rejection of the
Company’s existing telecommunication service agreements is
effective prior to renegotiation of these agreements with MCI
or migration of traffic to an alternate provider, the Company
could experience increased costs and/or interruptions in serv-
ice, which could adversely affect the Company’s customer
relationships, customer retention and results of operations.

LITIGATION AND CLAIMS
The Company has several litigation matters pending, as
described below, which it is defending vigorously. Due to the
inherent uncertainties of the litigation process and the judicial
system, the Company is unable to predict the outcome of such
litigation matters. If the outcome of one or more of such mat-
ters is adverse to the Company, it could have a material adverse
effect on the Company’s business, financial condition and
results of operations.

A lawsuit was filed on November 4, 1998 against the Company
and certain of its officers and directors in the Southern District
of New York. Plaintiffs are shareholders of Xpedite who acquired
common stock of the Company. Plaintiffs allege causes of action
against the Company for breach of contract, against all defen-
dants for negligent misrepresentation, violations of Sections 11
and 12(a)(2) of the Securities Exchange Act of 1933, as 

amended (the “Securities Act”), 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
violation 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 Court granted in its
entirety the defendants’ Motion for Summary Judgment and
denied as moot the defendants’ Motion in Limine. On
September 30, 2003, the Court entered judgment for the defen-
dants and against the plaintiffs. Plaintiffs have appealed the
Court’s rulings on summary judgment to the 11th Circuit. 
That appeal is pending.

On December 10, 2001, Voice-Tel filed a Complaint against
Voice-Tel franchisees JOBA, Inc. (“JOBA”) and Digital
Communication Services, Inc. (“Digital”) 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 agree-
ments with JOBA and Digital. On January 7, 2002, JOBA and
Digital answered Voice-Tel’s Complaint and asserted counter-
claims against Voice-Tel for alleged breach of franchise agree-
ments and other alleged franchise-related agreements. JOBA
and Digital also asserted claims alleging tortious interference of
contract against Premiere Communications, Inc. (“PCI”) and
PTEK. On January 18, 2002, Voice-Tel, PCI and PTEK filed
responses and answers to the counterclaims and filed addi-
tional breach of contract and tort claims against JOBA and
Digital. The Digital Franchise Agreement contained a manda-
tory arbitration provision, which was not found in the JOBA
Franchise Agreement, and the breach of franchise claims pertain-
ing to Digital were severed and sent to arbitration. On July 16,
2002, Voicecom Telecommunications, LLC (“Voicecom”) was
added as a party Plaintiff in the lawsuit against JOBA and
Digital. On March 31, 2003, the Federal court granted PTEK and
PCI’s Motion for Summary Judgment, and dismissed them from
the case. The court also granted Partial Summary Judgment in
favor of each of the parties such that the only remaining claims
in the case arise out of alleged breaches in the franchise agree-
ment and alleged overpayments of certain fees between the
franchisor and the franchisee. In 2004, JOBA filed a Motion for
Relief from the Summary Judgment Orders dismissing PTEK
and PCI as well as a Motion to Disqualify Counsel for plaintiffs
and third party defendants to which plaintiffs and third party
defendants responded and objected. The trial court has not yet
ruled on these motions and there is no date set for trial in the
federal case.
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On August 28, 2003, the arbitrator issued his ruling relating to
the Digital franchise disputes. The arbitrator found that the
Digital franchise was constructively terminated in December
2001 and that the franchise value was approximately $1.0 mil-
lion. 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. The arbitration award was paid in full by Voice-Tel in
November 2003.

On November 17, 2003, Xpedite filed suit against Cable &
Wireless USA, Inc. (“C&W”) in the Superior Court of Fulton
County, Georgia. The lawsuit arises out of Xpedite’s purchase
of certain voice, email and fax messaging assets from C&W.
Pursuant to a transaction services agreement C&W was to
continue to provide certain services to Xpedite until such time
C&W circuits were assigned to Xpedite. Xpedite alleges that
C&W failed to perform these services in accordance with the
agreement and improperly invoiced Xpedite for charges incurred
by C&W which were not provided for in the agreement. On
November 18, 2003, a day after the above-referenced Georgia
lawsuit was filed, C&W filed a Complaint against Xpedite in
Virginia State Court. The Virginia lawsuit sought recovery for
those charges allegedly incurred by C&W relating to C&W’s
telecommunications charges of not less than $776,619.49.
Xpedite answered the Virginia Complaint, denying that it was
liable for the charges. Xpedite also asserted counterclaims
against C&W, which were identical to the claims set forth in
Xpedite’s Georgia Complaint. C&W filed for reorganization
under Chapter 11 of the Federal Bankruptcy Code in
December 2003. In 2004, the Georgia lawsuit by Xpedite was
dismissed without prejudice, and the Virginia lawsuit by C&W
was stricken from the docket without prejudice to either party.
In February 2003, Xpedite filed a proof of claim in the C&W
bankruptcy case asserting a claim in the case based on the
same facts as set forth in the Georgia lawsuit. While Xpedite
expects this claim to be dealt with in the C&W bankruptcy
case’s claim resolution process, at this time the Company
cannot predict the outcome of the claim.

The Company is also involved in various other legal proceed-
ings which the Company does not believe will have a material
adverse effect upon the Company’s business, financial condition
or results of operations, although no assurance can be given as
to the ultimate outcome of any such proceedings.

The Company has settled the litigation matter described below.

On March 25, 2003, EasyLink Services Corporation
(“EasyLink”) filed an amended complaint against the
Company, Xpedite and AT&T Corp. (“AT&T”), in the Superior
Court of New Jersey, Chancery Division: Middlesex County
(referred to as “EasyLink I”). EasyLink’s complaint alleged,
among other things, that the Company entered into agree-
ments to purchase a secured promissory note in the original
principal amount of $10 million (the “Note”) and 1,423,980
shares of EasyLink’s Class A common stock (the “Stock”) for
the purpose of obtaining EasyLink’s business by using the
acquired securities to block a debt restructuring that EasyLink
was allegedly pursuing with its creditors, including AT&T, and
for other improper motives. EasyLink claimed that these vari-
ous actions have impaired its ability to restructure its debt effec-
tively and caused it to suffer various other commercial losses.
On July 11, 2003, the court entered an order granting AT&T’s,
the Company’s and Xpedite’s motions to dismiss EasyLink’s
complaint, without prejudice and without costs. EasyLink
appealed, and the Company and Xpedite cross-appealed on the
ground that the lower court should have dismissed the claims
“with prejudice.” Simultaneously with noticing an appeal,
EasyLink filed a new complaint on July 31, 2003 against the
Company, Xpedite and AT&T in the Law Division of the same
Superior Court (referred to as “EasyLink II”). The claims
against the Company and Xpedite in EasyLink II, which sub-
stantially reasserted allegations from EasyLink I, are styled
“unfair competition” and “tortious interference with con-
tracts/prospective business advantage.” On October 20, 2003,
the parties entered into a settlement agreement for EasyLink I
and EasyLink II. Pursuant to the settlement, EasyLink con-
sented to the transfer of the Note and the Stock to PTEK and
the parties agreed to dismiss with prejudice the lawsuits and
exchanged mutual releases. In exchange for the Note and
Stock, PTEK paid AT&T approximately $1.9 million in cash
and issued to AT&T a seven-year warrant to purchase 250,000
shares of PTEK common stock at $9.36 per share and costs
associated with the investment. In addition, PTEK and EasyLink
modified the Note to, among other things, amend the payment
schedule of the Note as follows: PTEK is entitled to receive
aggregate payments of approximately $13.8 million, consisting
of ten quarterly payments of $0.8 million which commenced
on December 1, 2003, and a balloon payment of approximately
$5.8 million on June 1, 2006.
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19 .  I N C O M E  TA X E S

Income tax (benefit) provision from continuing operations for
2003, 2002 and 2001 is as follows (in thousands):

2003 2002 2001

Current:

Federal $ 382 $ – $ (9,125)

State 355 997 241

International 4,592 (1,216) 2,373

$ 5,329 $ (219) $ (6,511)

Deferred:

Federal $(1,550) $2,192 $ 2,739

State – (597) (1,321)

International (500) – (6,250)

(2,050) 1,595 (4,832)

$ 3,279 $1,376 $(11,343)

The difference between the statutory federal income tax rate and
the Company’s effective income tax rate applied to income
before income taxes from continuing operations for 2003, 2002
and 2001 is as follows (in thousands):

2003 2002 2001

Income taxes at federal statutory rate $10,683 $5,528 $(77,351)

State taxes, net of federal benefit 355 997 (1,164)

Foreign taxes 1,766 (2,150) (3,689)

Change in valuation allowance – (5,992) 21,743

Other permanent differences (9,525) 2,993 49,118

Income taxes at the Company’s 

effective rate $ 3,279 $1,376 $(11,343)

During 2003, the Company reviewed its provision for uncertain
tax matters. The result of this review indicated it was appropriate
to reduce this provision by approximately $9.0 million. In addi-
tion, during 2003, the Company utilized certain tax planning
strategies to reduce taxes and additional exposures were identi-
fied 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 Decem-
ber 31, 2002, the Company realized tax benefits of approxi-
mately $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):

2003 2002

Deferred tax assets:

Net operating loss carryforwards $34,916 $29,828

Intangible assets 3,501 3,418

Restructuring costs 5,286 2,809

Accrued expenses 4,996 8,264

Other tax credits 4,085 1,820

Capitalized software – 619

Investments 43 –

$52,827 $46,758

Deferred tax liabilities:

Property and equipment $ (2,087) $(3,176)

Capitalized software (1,305)

Intangible assets – (427)

Unrealized gain on marketable 

equity securities – (175)

Other liabilities (7,590) (15,300)

(10,982) (19,078)

Valuation allowance (10,386) (5,231)

Deferred income taxes, net $31,459 $22,449

The Company is required to estimate its taxes in each juris-
diction of operation. This process involves management esti-
mating 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, 2003, the Company had federal income tax
net operating loss carryforwards of approximately $75.8 mil-
lion expiring in 2005 through 2022. The utilization of some of
the net operating losses are subject to Internal Revenue Code
Section 382 limitations due to prior ownership changes. Tax
benefits of approximately $3.7 million, $1.2 million and 
$0.0 million in 2003, 2002 and 2001, respectively, are asso-
ciated with nonqualified stock option exercises, the benefit 
of which was credited directly to additional paid-in capital.

The Company intends 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, 2003, the valuation
allowance increased by $5.2 million. The change was the result
of several factors including the recognition of $2.9 million and
$1.6 million of state and foreign operating loss carryforwards,
respectively, for which a valuation allowance as placed on the
entire assets. In addition, a $1.2 million valuation allowance
was placed on tax credits claimed during the year and the val-
uation allowance decreased by approximately $0.5 million due
to the expiration of certain tax credits. 
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2 0 .  S TAT E M E N T  O F  C A S H  F L O W
I N F O R M AT I O N

Supplemental disclosure of cash flow information 
(in thousands):

2003 2002 2001

Cash paid (received) during 

the year for:

Interest $12,535 $10,403 $11,283

Income taxes, net $ (4,948) $ (8,217) $ (4,505)

Cash paid for acquisitions 

accounted for as purchases 

are as follows:

Fair value of assets acquired $ – $ – $ 5,828

Less liabilities assumed – – –

Less common stock issued 

to sellers – – –

Cash paid for transaction costs 

and liabilities assumed 23,340 701 –

Net cash paid $23,340 $ 701 $ 5,828

Non-cash investing and financing activities:
During 2002 and 2001, the Company made a discretionary
contribution of $1.6 million for the benefit of employees in
Company stock. Additionally during 2001, the Company
acquired $5.9 million of equipment through capital leases and
the Company exchanged options for restricted stock.

2 1.  S E G M E N T  R E P O R T I N G

The Company’s reportable segments align the Company into
two operating segments based upon product offerings. These
segments are Premiere Conferencing and Xpedite.

One of Premiere Conferencing’s customers, IBM, accounts for a
significant amount of revenue. Sales to that customer accounted
for approximately 11% of consolidated revenues from contin-
uing operations (27% of Premiere Conferencing’s revenues) in
2003, 12% of consolidated revenues from continuing operations
(29% of Premiere Conferencing’s revenues) in 2002 and 10% 
of consolidated revenues from continuing operations (29% of
Premiere Conferencing’s revenues) in 2001.

Information concerning the operations in these reportable
segments is as follows (in millions):

Year Ended December 31,

2003 2002 2001

REVENUES:

Revenues from continuing operations:

Xpedite $223.8 $202.9 $ 215.7

Premiere Conferencing 157.7 138.5 115.1

Eliminations (0.2) (0.1) (0.4)

$381.3 $341.3 $ 330.4

Revenues from discontinued operations:

Voicecom – 15.8 92.5

$381.3 $357.1 $ 422.9

INCOME (LOSS):

Income (loss) from continuing operations:

Xpedite $ 27.8 $ 22.1 $(123.7)

Premiere Conferencing 25.3 24.3 6.7

Holding Company (26.2) (31.7) (92.7)

Eliminations – (0.3) (0.0)

$ 26.9 $ 14.4 $(209.7)

Loss from discontinued operations:

Voicecom (1.0) (12.5) (32.4)

Net income (loss): $ 25.9 $ 1.9 $(242.1)

As of December 31,

2003 2002 2001

IDENTIFIABLE ASSETS:

Xpedite $216.1 $190.5 $ 214.5

Voicecom – – 40.2

Premiere Conferencing 78.9 75.5 69.0

Holding Company 44.3 86.1 62.7

Total $339.3 $352.1 $ 386.4

(1)Eliminations are primarily comprised of revenue eliminations from business
transacted between Xpedite and Premiere Conferencing.

Information concerning depreciation expense for each
reportable segment is as follows (in millions):

2003 2002 2001

Xpedite $14.2 $13.1 $12.8

Premiere Conferencing 8.4 7.5 7.1

Holding Company 1.0 0.9 0.8

Total depreciation expense 

from continuing operations $23.6 $21.5 $20.7

Information concerning capital expenditures for each
reportable segment is as follows (in millions):

2003 2002 2001

Xpedite $10.2 $ 7.1 $15.8

Premiere Conferencing 8.3 6.7 9.8

Total capital expenditures 

from continuing operations $18.5 $13.8 $25.6
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The following table presents financial information based on 
the Company’s continuing geographic segments for the years
ended December 31, 2003, 2002 and 2001 (in millions):

Net Operating Identifiable
Revenues Income (Loss) Assets

2003

North America $246.9 $ 22.2 $272.4

Asia Pacific 65.0 4.2 28.3

Europe 69.4 10.8 38.6

Total $381.3 $ 37.2 $339.3

2002

North America $228.8 $ 20.5 $285.3

Asia Pacific 55.9 2.6 25.8

Europe 56.6 1.8 41.0

Total $341.3 $ 224.9 $352.1

2001

North America $223.8 $(157.8) $321.9

Asia Pacific 56.2 (6.1) 27.1

Europe 50.4 (13.2) 37.4

Total $330.4 $(177.1) $386.4

2 2 .  S U B S E Q U E N T  E V E N T S  
( U N A U D I T E D )

In March 2004, the Company repurchased 50,000 shares of its
common stock under the stock repurchase program for
approximately $0.4 million.
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SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)
The following table presents certain unaudited quarterly consolidated statement of operations data for each of the eight quarters 
in the period ended December 31, 2003. Certain prior quarter results have been reclassified to conform with current period pre-
sentation. The information has been derived from the Company’s 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.

First Second Third Fourth
Quarter Quarter Quarter Quarter Total

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

Year ended December 31, 2002

Revenues $83,321 $87,408 $86,012 $ 84,512 $341,253

Operating income 5,944 7,868 6,723 4,370 24,905

Net income from continuing operations 2,080 2,899 2,760 6,684 14,423

Net income from continuing operations per share – basic $ 0.04 $ 0.05 $ 0.05 $ 0.12 $ 0.27

Net income from continuing operations per share – diluted $ 0.04 $ 0.05 $ 0.05 $ 0.12 $ 0.26

Net income (loss) (9,915) 2,079 2,760 6,967 1,891

Net income (loss) per share – basic $ (0.19) $ 0.04 $ 0.05 $ 0.13 $ 0.04

Net income (loss) per share – diluted $ (0.19) $ 0.04 $ 0.05 $ 0.12 $ 0.03
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The results of operations for the fourth quarter of 2002 include
an adjustment made to the Voicecom liabilities that were retained
at the time of sale based upon the determination that certain 
of these liabilities were no longer required of approximately
$2.9 million, net of taxes. In addition, the Company realized
tax benefits of approximately $1.0 million and $4.6 million in
the third and fourth quarters of 2002, respectively, due to
changes in previous estimates.

The results of operations in all the quarters in 2003 and 2002
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 impair-
ments 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.

I T E M  9 .  C H A N G E S  I N  A N D
D I S A G R E E M E N T S  W I T H
A C C O U N TA N T S  O N  A C C O U N T I N G  
A N D  F I N A N C I A L  D I S C L O S U R E

This information was previously reported on a Current Report
on Form 8-K dated May 5, 2003 and filed on May 12, 2003.

I T E M  9 A .  C O N T R O L S  
A N D  P R O C E D U R E S

The Company’s management, with the participation of the
Company’s Chief Executive Officer and Chief Financial Officer,
evaluated the effectiveness of the Company’s disclosure con-
trols and procedures as of December 31, 2003. Based on that
evaluation, the Company’s Chief Executive Officer and Chief
Financial Officer have concluded that the Company’s disclosure
controls and procedures were effective, as of December 31,
2003, to provide reasonable assurance that the information
required to be disclosed by the Company in the reports it files
or submits under the Exchange Act is recorded, processed,
summarized and reported within the time periods specified in
Securities and Exchange Commission rules and forms. 

There were no changes in the Company’s internal control over
financial reporting during the quarter ended December 31,
2003 that have materially affected, or are reasonably likely to
materially affect, the Company’s internal control over financial
reporting.

PART III

Certain information required by Part III is omitted from 
this report in that the Registrant will file a Definitive Proxy
Statement pursuant to Regulation 14A for its 2004 annual
meeting of shareholders (“Proxy Statement”) not later than
120 days after the end of the fiscal year covered by this report.

I T E M  10 .  D I R E C T O R S  A N D
E X E C U T I V E  O F F I C E R S  O F  
T H E  R E G I S T R A N T

The information required by this item is incorporated herein
by reference to the Company’s Proxy Statement.

The Company is in the process of finalizing its Code of Conduct
and Ethics (the “Code”). The Code will be approved by the
Board of Directors by the date of our 2004 annual meeting of
shareholders and will be applicable to all employees, directors
and officers, including the Company’s principal executive
officer, principal financial officer and principal accounting
officer. The Code will be posted on the Company’s website at
www.ptek.com. The Company will satisfy any disclosure
requirements under Item 10 of Form 8-K regarding an amend-
ment to, or a waiver from, any provision of the Code with
respect to the Company’s principal executive officer, principal
financial officer, principal accounting officer or persons per-
forming similar functions by disclosing the nature of such
amendment or waiver on our website.

I T E M  11.  E X E C U T I V E  C O M P E N S AT I O N

The information required by this item is incorporated herein
by reference to the Company’s Proxy Statement.

I T E M  12 .  S E C U R I T Y  O W N E R S H I P  
O F  C E R TA I N  B E N E F I C I A L  O W N E R S
A N D  M A N A G E M E N T  A N D  R E L AT E D
S T O C K H O L D E R  M AT T E R S

The information required by this item is incorporated herein
by reference to the Company’s Proxy Statement.

I T E M  13 .  C E R TA I N  R E L AT I O N S H I P S
A N D  R E L AT E D  T R A N S A C T I O N S

The information required by this item is incorporated herein
by reference to the Company’s Proxy Statement.

I T E M  1 4 .  P R I N C I PA L  A C C O U N TA N T
F E E S  A N D  S E R V I C E S

The information required by this item is incorporated herein
by reference to the Company’s Proxy Statement.
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PART IV

I T E M  1 5 .  E X H I B I T S ,  F I N A N C I A L
S TAT E M E N T  S C H E D U L E S  A N D
R E P O R T S  O N  F O R M  8 - K

(a)1. Financial Statements
The financial statements listed in the index set forth in
Item 8 of this report are filed as part of this report.

2. Financial Statement Schedules
Financial statement schedules required to be included in
this report are either shown in the financial statements
and notes thereto, included in Item 8 of this report, or
have been omitted because they are not applicable.

3. Exhibits

EXHIBIT INDEX

Exhibit
Number Description

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 Telecommunic-
ations, LLC, the Registrant, Premiere Communications,
Inc., Voice-Tel of Canada Ltd., Intellivoice Communica-
tions, 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 refer-
ence 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. (incorpo-
rated 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).

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 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).

3.4 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).

3.5 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).

3.6 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).

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.

4.2 Specimen Stock Certificate (incorporated by reference
to Exhibit 4.2 to the Registrant’s Registration Statement
on Form S-1 (No. 33-80547)).
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4.3 Indenture dated June 15, 1997 between Premiere
Technologies, Inc. and IBJ Schroder Bank & Trust
Company, as Trustee (incorporated by reference to
Exhibit 4.1 to the Registrant’s Current Report on Form
8-K dated July 25, 1997 and filed on August 5, 1997).

4.4 Form of Global Convertible Subordinated Note due
2004 (incorporated by reference to Exhibit 4.2 to the
Registrant’s Current Report on Form 8-K dated July 25,
1997 and filed on August 5, 1997).

4.5 Registration Rights Agreement dated June 15, 1997 
by and among the Registrant, Robertson, Stephens &
Company LLC, Alex. Brown & Sons Incorporated and
Donaldson, Lufkin & Jenrette Securities Corporation
(incorporated by reference to Exhibit 4.3 to the
Registrant’s Current Report on Form 8-K dated July 25,
1997 and filed on August 5, 1997).

4.6 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).

4.7 Registration Rights Agreement, dated August 12, 2003,
by and among the Registrant, CIBC World Markets
Corp. and UBS Securities LLC (incorporated by refer-
ence to Exhibit 4.1 of the Registrant’s Current Report
on Form 8-K dated August 8, 2003 and filed on 
August 12, 2003).

4.8 Indenture, dated August 12, 2003, by and between the
Registrant and SunTrust Bank, as Trustee (incorporated
by reference to Exhibit 4.2 to the Registrant’s Current
Report on Form 8-K dated August 8, 2003 and filed on
August 12, 2003).

4.9 Form of 5% Convertible Subordinated Note due 2008
(incorporated by reference to Exhibit 4.3 to the
Registrant’s Current Report on Form 8-K dated 
August 8, 2003 and filed on August 12, 2003).

10.1 Shareholder Agreement dated January 18, 1994 among
the Registrant, NationsBanc Capital Corporation,
Boland T. Jones, D. Gregory Smith, Leonard A. DeNittis
and Andrea L. Jones (incorporated by reference to
Exhibit 10.12 to the Registrant’s Registration Statement
on Form S-1 (No. 33-80547)).

10.2 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 (incor-
porated by reference to Exhibit 10.19 to Registrant’s
Annual Report on Form 10-K for the year ended
December 31, 1997).

10.3 Purchase Agreement, dated June 25, 1997, by and
among Premiere Technologies, Inc., Robertson,
Stephens & Company LLC, Alex. Brown & Sons
Incorporated and Donaldson, Lufkin & Jenrette
Securities Corporation (incorporated by reference 
to Exhibit 10.1 to the Registrant’s Current Report 
on Form 8-K dated July 25, 1997 and filed on 
August 5, 1997).

10.4 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)).

10.5 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).†

10.64 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).†

10.7 Xpedite Systems, Inc. 1993 Incentive Stock Option
Plan (assumed by the Registrant) (incorporated by
reference to Xpedite’s Registration Statement on 
Form S-I (No. 33-73258)).

10.8 Xpedite Systems, Inc. 1996 Incentive Stock Option
Plan (assumed by the Registrant) (incorporated by
reference to Xpedite’s Annual Report on Form 10-K 
for the year ended December 31, 1995).

10.9 Xpedite Systems, Inc. Non-Employee Directors’ Warrant
Plan (assumed by the Registrant) (incorporated by ref-
erence to Exhibit 10.31 to Xpedite’s Annual Report on
Form 10-K for the year ended December 31, 1996).

10.10 Intellivoice Communications, Inc. 1955 Incentive Stock
Plan (assumed by the Registrant) (incorporated by ref-
erence to Exhibit 10.52 to the Registrant’s Annual Report
on Form 10-K for the year ended December 31, 1999).
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10.11 Employment Agreement dated January 1, 2000 by and
between American Teleconferencing Services, Ltd. And
Theordore 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).†

10.12 Settlement Agreement dated April 7, 2000 by and
between PTEK Holdings, Inc. and MCI WorldCom,
Inc. (incorporated by reference to Exhibit 10.1 to the
Registrant’s Quarterly Report on Form 10-Q for the
quarter ended June 30, 2000).*

10.13 Amendment No. 1 dated January 1, 2000 to Telecom-
munications Service Agreement dated October 29,
1999 by and between Premiere Technologies, Inc. and
MCI WorldCom, Inc. (incorporated by reference to
Exhibit 10.2 to the Registrant’s Quarterly Report on
Form 10-Q for the quarter ended June 30, 2000).*

10.14 Addendum A dated January 1, 2000 to Carrier Services
Agreement dated as of October 29, 1999 by and
between PTEK Holdings, Inc. and MCI WorldCom,
Inc. (incorporated by reference to Exhibit 10.3 to the
Registrant’s Quarterly Report on Form 10-Q for the
quarter ended June 30, 2000).*

10.15 Letter to shareholders, employees and friends of 
PTEK (incorporated by reference to Exhibit 99.1 of 
the Registrant’s Current Report on Form 8-K dated
February 21, 2001 and filed on February 21, 2001).

10.16 Letter to shareholders, employees and friends of PTEK
(incorporated by reference to Exhibit 99.1 of the
Registrant’s Current Report on Form 8-K dated July 11,
2001 and filed on July 11, 2001).

10.17 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).†

10.18 Premiere Technologies, Inc. 1994 Stock Option Plan
(previously provided as an exhibit to the Registrant’s
Annual Report on Form 10-K for the year ended
December 31, 2002 and filed on March 31, 2003).†

10.19 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).†

10.20 Share Purchase Agreement dated February 27, 2003 by
and between the Registrant and AT&T Corp. (incorpo-
rated by reference to Exhibit 1 to Amendment No. 1 to
Schedule 13D of AT&T Corp., filed with respect to the
Issuer on March 6, 2003).

10.21 Note Purchase Agreement dated February 27, 2003 by
and between the Registrant and AT&T Corp. (incorpo-
rated by reference to Exhibit 2 to Amendment No. 1 to
Schedule 13D of AT&T Corp., filed with respect to the
Issuer on March 6, 2003).

10.22 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).

10.23 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 refer-
ence 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).

10.24 Standard Office Lease dated May 23, 1996 by and
between 2221 Bijou, LLC and American Teleconferenc-
ing 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 (incorpo-
rated 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).

10.25 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).†

10.26 Stock Pledge Agreement dated January 3, 2002 by and
between Jeffrey A. Allred and the Registrant (incorpo-
rated by reference to Exhibit 10.58 to the Registrant’s
Annual Report on Form 10-K for the year ended
December 31, 2002 and filed on March 31, 2003).†

10.27 Promissory Note dated January 3, 2002 payable to the
Registrant by Boland T. Jones (previously provided as
an exhibit 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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10.28 Promissory Note dated January 3, 2002 payable to the
Registrant by Jeffrey A. Allred (incorporated by refer-
ence to Exhibit 10.63 to the Registrant’s Annual Report
on Form 10-K for the year ended December 31, 2002
and filed on March 31, 2003).†

10.29 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).†

10.30 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).

10.31 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).

10.32 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).†

10.33 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).†

10.34 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).†

10.35 Stock Pledge Agreement dated December 15, 1999 by
and between Boland T. Jones and the Registrant (incor-
porated 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).†

10.36 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).†

10.37 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).†

10.38 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).†

10.39 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).†

10.40 Stock Pledge Agreement dated October 31, 2000 by
and between Boland T. Jones and the Registrant (incor-
porated 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).†

10.41 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).†

10.42 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).†

10.43 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).†
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10.44 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).†

10.45 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 Amend-
ment 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).†

10.46 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).†

10.47 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).†

10.48 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).†

10.49 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).†

10.50 Restricted Stock Award Agreement dated November 27,
2001 by and between Jeffrey A. Allred and the Registrant
(incorporated by reference to Exhibit 10.88 to Amend-
ment 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).†

10.51 Promissory Note dated January 3, 2002 payable to 
the Registrant by Jeffrey A. Allred (incorporated by
reference to Exhibit 10.89 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).†

10.52 Stock Pledge Agreement dated January 3, 2002 by and
between Jeffrey A. Allred and the Registrant (incorpo-
rated by reference to Exhibit 10.90 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).†

10.53 Restricted Stock Award Agreement dated December 28,
2001 by and between Jeffrey A. Allred and the Registrant
(incorporated by reference 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).†

10.54 Promissory Note dated April 12, 2002 payable to 
the Registrant by Jeffrey A. Allred (incorporated by
reference to Exhibit 10.92 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).†

10.55 Amendment to Stock Pledge Agreement dated April 12,
2002 by and between Jeffrey A. Allred and the Registrant
(incorporated by reference to Exhibit 10.93 to Amend-
ment 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).†

10.56 Restricted Stock Award Agreement dated November 27,
2001 by and between Jeffrey A. Allred and the Registrant
(incorporated by reference to Exhibit 10.94 to Amend-
ment 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).†

10.57 Promissory Note dated January 3, 2002 payable to 
the Registrant by Jeffrey A. Allred (incorporated by
reference to Exhibit 10.95 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).†

10.58 Stock Pledge Agreement dated January 3, 2002 by and
between Jeffrey A. Allred and the Registrant (incorpo-
rated by reference to Exhibit 10.96 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).†

10.59 Restricted Stock Award Agreement dated November
27, 2001 by and between Jeffrey A. Allred and the
Registrant (incorporated by reference to Exhibit 10.97
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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10.60 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).†

10.61 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).†

10.62 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).†

10.63 Purchase Agreement, dated August 8, 2003, by and
between the Registrant, CIBC World Markets Corp.
and UBS Securities LLC (incorporated by reference 
to Exhibit 99.1 to the Registrant’s Current Report 
on Form 8-K dated August 8, 2003 and filed on 
August 12, 2003).

10.64 Employment Agreement between Travis Lee Provow
and Xpedite Systems, Inc. effective August 1, 2003
(incorporated by reference to Exhibit 10.1 of the
Registrant’s Quarterly Report on Form 10-Q for the
quarter ended September 30, 2003).†

10.65 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).

10.66 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).

10.67 Form of Director Indemnification Agreement between
the Registrant and Non-employee Directors.†

10.68 Form of Officer Indemnification Agreement between
the Registrant and each of the executive officers.†

10.69 PTEK Holdings, Inc. 401(k) Plan, Amendment and
Restatement, effective December 31, 2001.†

10.70 First Amendment to the PTEK Holdings, Inc. 401(k)
Plan, effective December 31, 2002.†

10.71 Second Amendment to the PTEK Holdings, Inc. 401(k)
Plan, effective December 31, 2002.†

10.72 Credit Agreement, dated November 24, 2003, among
PTEK Holdings, Inc., American Teleconferencing
Services, Ltd. and Xpedite Systems, Inc., as Borrowers,
the various financial institutions party hereto, LaSalle
Bank National Association, as Agent, and Bank of
America, N.A., as Documentation Agent.

10.73 Guaranty and Collateral Agreement, dated November 24,
2003, among PTEK Holdings, Inc., American Telecon-
ferencing Services, Ltd., Xpedite Systems, Inc., Xpedite
Systems Worldwide, Inc., PTEK Services, Inc., Premiere
Conferencing Network Services, Inc., Xpedite Network
Services, Inc. and the other parties hereto, as Obligors,
and LaSalle Bank National Association, as Agent.

16.1 Letter from PricewaterhouseCooper 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
Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Chief Financial Officer pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification of Chief Executive Officer pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002.

32.2 Certification of Chief Financial Officer pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002.

*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 14(c) of this report.
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(b) Reports on Form 8-K.

The Registrant filed the following Current Reports on 
Form 8-K during the fourth quarter of 2003:

Entities
For Which

Date of Report Financial 
(Date Filed Statements
or Furnished) Items Reported Filed

October 29, Item 12 – Results of Operations PTEK
2003 and Financial Conditions Holdings,

for the quarter ended Inc.
September 30, 2003.

November 12, Item 7 – Financial Statements MediaTel
2003 and Pro Forma Financial Corporation

Information for the acquisition (Delaware)
of MediaLinq, a division Xpedite 
of Captaris operated by Systems, 
MediaTel Corporation (Delaware) Inc.
by Xpedite Systems, Inc.

December 22, Item 5 – Other Events to update N/A
2003 risk factors.

SIGNATURES
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.

PTEK Holdings, Inc.

By: /s/ Boland T. Jones

Boland T. Jones, Chairman of the Board
and Chief Executive Officer

Date: March 15, 2004

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

Boland T. Jones
Chairman of the Board and Chief Executive Officer 

(principal executive officer) and Director
March 15, 2004

/s/ William E. Franklin

William E. Franklin
Executive Vice President and Chief Financial Officer 

(principal financial and accounting officer)
March 15, 2004

/s/ Raymond H. Pirtle, Jr.

Raymond H. Pirtle, Jr.
Director
March 15, 2004

/s/ Jeffrey A. Allred

Jeffrey A. Allred
President and Chief Operating Officer and Director
March 15, 2004

/s/ Jeffrey T. Arnold

Jeffrey T. Arnold
Director
March 15, 2004

/s/ Jeffrey M. Cunningham

Jeffrey M. Cunningham
Director and Vice Chairman
March 15, 2004

/s/ John R. Harris

John R. Harris
Director
March 15, 2004

/s/ J. Walker Smith

J. Walker Smith
Director
March 15, 2004
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CERTIFICATION

I, Boland T. Jones, certify that:

1. I have reviewed this Annual Report on Form 10-K of PTEK
Holdings, 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(s) and I are responsi-
ble for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e)
and 15d-15(e)) 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 con-
solidated subsidiaries, is made known to us by others
within those entities, particularly during the period in
which this report is being prepared;

(b)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 cov-
ered by this report based on such evaluation; and

(c)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 reg-
istrant’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(s) and I have dis-
closed, based on our most recent evaluation of internal con-
trol 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 man-
agement or other employees who have a significant role
in the registrant’s internal control over financial reporting.

/s/ Boland T. Jones

Boland T. Jones,
Chief Executive Officer
PTEK Holdings, Inc.
Date: March 15, 2004

CERTIFICATION

I, William E. Franklin, certify that:

1. I have reviewed this Annual Report on Form 10-K of PTEK
Holdings, 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(s) and I are responsi-
ble for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e)
and 15d-15(e)) 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 con-
solidated subsidiaries, is made known to us by others
within those entities, particularly during the period in
which this report is being prepared;

(b)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 cov-
ered by this report based on such evaluation; and

(c)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 reg-
istrant’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(s) and I have dis-
closed, based on our most recent evaluation of internal con-
trol 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 man-
agement or other employees who have a significant role
in the registrant’s internal control over financial reporting.

/s/ William E. Franklin

William E. Franklin
Executive Vice President and Chief Financial Officer
PTEK Holdings, Inc
Date: March 15, 2004
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STATEMENT OF CHIEF EXECUTIVE OFFICER
OF PTEK HOLDINGS, 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 PTEK Holdings, Inc.
(the “Company”) on Form 10-K for the year ended December 31,
2003 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
PTEK Holdings, Inc.
March 15, 2004

STATEMENT OF CHIEF FINANCIAL OFFICER
OF PTEK HOLDINGS, 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 PTEK Holdings, Inc.
(the “Company”) on Form 10-K for the year ended December 31,
2003 as filed with the Securities and Exchange Commission on
the date hereof (the “Report”), the undersigned William E.
Franklin, Executive Vice President and 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/ William E. Franklin

William E. Franklin
Executive Vice President and Chief Financial Officer
PTEK Holdings, Inc.
March 15, 2004
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Corporate Information

Headquarters
Ptek Holdings, 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 am MT
Thursday, June 3, 2004
Adam’s Mark
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
Director, Investor Relations
(404) 262-8462
sean.obrien@ptek.com

Stock Listing
The Company’s common stock is traded on 
the NASDAQ National MarketSM under the 
symbol PTEK.

Annual Report
An online version of this Annual Report is available
at the Company’s Website (www.ptek.com) in the
Investor Relations section.

Form 10-K
A copy of the Company’s Annual Report on 
Form 10-K, as filed with the Securities and 
Exchange Commission, excluding exhibits, 
has been included herein. Additional copies 
of the Company’s Form 10-K, including exhibits,
are available free of charge by accessing the 
Company’s Website (www.ptek.com), or by 
written request to L. Scott Askins, Secretary, 
at the Company’s headquarters.

•SHAREHOLDER INFORMATION
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