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STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Covista, Inc. 	 Case No. PU-2875-03-266
Local Exchange/Interexchange
Public Convenience and Necessity

AFFIDAVIT OF SERVICE BY CERTIFIED MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH

Sharon Helbling deposes and says that:

she is over the age of 18 years and not a party to this action and, on the 4th day of
August, 2003, she deposited in the United States Mail, Bismarck, North Dakota, one
envelope with certified postage, return receipt requested, fully prepaid, securely sealed
and each containing a photocopy of:

Order

The envelopes were addressed as follows:

Lance J M Steinhart P C
1720 Windward Concourse Ste 250
Alpharetta GA 30005
Cert. No. 7001 2410 0003 4912 3334

Each address shown is the respective addressee's last reasonably ascertainable post
office address.

Subscribed and sworn to before me
this 4th day of August, 2003. 

SANDRA L. SCOTT
Notary Public, STATE OF NORTH DAKOTA
My Commission Expires JUNE 11, 2004 Notary Public
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Affidavit of Service

by Public Service Commission

08/04/2003 	 CC: Comm Legal !Ilona Jerry .

SEAL 



COMMISSIONERS

Tony Clark, President
Leo M. Reinbold
Susan E. Wefald

Executive Secretary
Jon H. Mielke

Public Service Commission
State of North Dakota

600 E Boulevard Ave. Dept. 408
Bismarck, North Dakota 58505-0480

web: www.psc.state.nd.us
e-mail: sab@psc.state.nd.us

TDD 800-366-6888
Fax 701-328-2410

Phone 701-328-2400

August 1, 2003

Lance J M Steinhart
1720 Windward Concourse Ste 250
Alpharetta GA 30005

Dear Mr. Steinhart:

On July 31, 2003, the Commission issued Certificate of Public Convenience and
Necessity Nos. 4981 through 5006 to Covista, Inc. to provide local exchange
telecommunications services to North Dakota exchanges currently served by Qwest
Corporation, and Certificate of Public Convenience and Necessity No. 5007 to provide
statewide interexchange telecommunications services in North Dakota, Case No. PU-
2875-03-266. The original certificates are enclosed for your files.

Sincerely,

Sharon Helbling
Public Utiltiies Division

sdh

Enclosure
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Letter re approval

by Public Service Commission

08/01/2003 	 CC: Comm Legal Illona Jerry .



• MOTION

APPROVEQ u iy 31, 2003
DATE:

Covista, Inc. 	 Case No. PU-2875-03-266
Local Exchange/Interexchange
Public Convenience and Necessity

I move the Commission adopt the Order and issue Certificates of Public

Convenience and Necessity authorizing Covista, Inc. to provide competitive local

exchange and interexchange telecommunications services in North Dakota.

JRL/sdh
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Motion

by Public Service Commission
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STATE OF NORTH DAKOTA
PUBLIC SERVICE COMMISSION

Covista, Inc. 	 Case No. PU-2875-03-266
Local Exchange/Interexchange
Public Convenience and Necessity

ORDER

July 31, 2003

On May 12, 2003, Covista, Inc. (Covista) of Chattanooga, TN, filed an application
for a certificates of public convenience and necessity to provide facilities-based
competitive local exchange telecommunications services in all North Dakota exchanges
currently served by Qwest Corporation and interexchange services throughout North
Dakota.

On May 21, 2003, the Commission issued a Notice of Opportunity for Hearing,
which provided until June 24, 2003 for receiving comments or hearing requests. No
comments or requests for hearing have been received. In accordance with North
Dakota Century Code chapter 49-03.1 and North Dakota Administrative Code section
69-09-05-11(3), the Commission's notice identified the following issues to be considered
in this matter:

1. Fitness and ability of the applicant to provide service.

2. Adequacy of the proposed service.

3. 	 Technical, financial and managerial ability of the applicant to
provide service.

On June 2, 2003, the Public Service Commission's Director of Accounting filed a
memorandum indicating that Covista has the financial ability to provide service.

On July 16, the Commission discussed the issues in this matter with the
applicant and Commission staff at an informal hearing.

Covista, Inc. f/k/a TotalTel, Inc. is a New Jersey Corporation and a subsidiary of
Covista Communications, Inc. f/k/a Total-Tel USA Communications, Inc. Covista has
been registered as a long-distance reseller in North Dakota since 1997 and as a reseller
of local service since May 2003. Covista currently provides long distance service
throughout the United States and is in the process of seeking authority to provide
competitive local exchange service in the 48 contiguous states plus Hawaii. At the time
of this application, Covista reported plans to begin providing competitive local exchange
services in selected markets within 90 days and that it had received authorization in 16
states plus Washington D.C.
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Order

by Public Service Commission

07/31/2003 	 CC: Comm Legal Illona Jerry .



Covista initially intends to provide local services through resell and UNE-P.
Covista may install its own facilities in the future, but states it has no plans to do so at
this time.

Exhibit 6 to the application provides biographical information indicating that
Covista's management and key personnel have extensive telecommunications
experience.

The Commission finds Covista's proposed service adequate.

The Commission finds Covista is fit, able, and has the technical, financial and
managerial ability to provide service.

Order

The Commission Orders the application of Covista, Inc. for certificates of public
convenience and necessity to provide facilities-based competitive local exchange
telecommunications services in all North Dakota exchanges currently served by Qwest
Corporation and interexchange services throughout North Dakota is GRANTED.

.1

PUBLIC SERVICE COMMISSION

/ 1
-_.?,11:1111e11. AI. 	 11110.4.■ ._.'0° ._

Susan E. 1efald
Commis i- oner 

T y Clark 	 Leo M Reinbold
President 	 Corn issioner

Order in Case No. PU-2875-03-266
Page 2



Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4981

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Belfield, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

k . 71 7-1._.2_,,Z_ 	il
oner

A /
Exe u ive Secretary	 Commi 
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Certificate # 4981

by Public Service Commission
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4982

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Bismarck, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION 

iitive Secretary Commissioner
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4983

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Casselton, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

/ /

Eithc tive Secretary 	 Commissioner
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Ex6 eve Secretary 	 Commis loner

Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4984

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Dickinson, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION
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Certificate # 4984

by Public Service Commission

07/3112003 	 CC: Comm Legal Illona Jerry .
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4985

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Emerado, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

Exec twe Secretary 	 Comm] loner
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Certificate # 4985

by Public Service Commission

07/31/2003 	 CC: Comm Legal !Ilona Jerry .
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4986

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Fargo, North Dakota
local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

701 	 4,124(--(-1--
Ex6c Tide Secretary 	 Commissioner

(
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4987

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Gardner, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

IExe five Secretary 	 Commis loner
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Certificate # 4987

by Public Service Commission

07/31/2003 	 CC: Comm Legal !Ilona Jerry .
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Executive Secretary 	 Commis
r7

oner

Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4988

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Grafton, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION
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Certificate # 4988

by Public Service Commission

07/31/2003 	 CC: Comm Legal Illona Jerry .
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4989

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Grand Forks, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

f=d 
tive Secretary 	 Commis toner

30 PU-2875-03-266

Certificate # 4989

by Public Service Commission

07/31/2003 	 CC: Comm Legal Illona Jerry .
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4990

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Hatton, North Dakota
local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

'-/-7--70-tri,fL,_1_-- 
Ci Exec iVe Secretary 	 Commistioner
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4991

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Hillsboro, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

11 
Exec dile Secretary 	 Commi sioner
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Certificate # 4991

by Public Service Commission

07/31/2003 	 CC: Comm Legal !Ilona Jerry .
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4992

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Jamestown, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

Ex'ectitive Secretary Commis ioner
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Certificate # 4992

by Public Service Commission

07/31/2003 	 CC: Comm Legal !Ilona Jerry .
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4993

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Kindred, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

i 	o.4_44... /  1 
Exe'. five Secretary 	 Commi -Boner

id( 71 .__(--11/
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iExe five Secretary 	 Commis toner

Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4994

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Larimore, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION
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Certificate # 4994

by Public Service Commission

07/31/2003 	 CC: Comm Legal Illona Jerry .
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4995

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Leonard, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION  

Eeetiiiive Secretary  Commis toner
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Comml isioner

Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4996

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Mandan, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

V ,

lExe‘c	 Secretary
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Certificate # 4996

by Public Service Commission

07/31/2003 	 CC: Comm Legal Illona Jerry .
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4997

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Manuel, North Dakota
local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION 

( 717 -7 	Z27,„2' 	
Exe6utrv'e Secretary 	 Commi loner  
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Certificate # 4997

by Public Service Commission
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ATTEST: 	 PUBLIC SERVICE COMMISSION

ExecExec live Secretary 	 Com=ioner

Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 4998

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Mayville, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

21 	 PU -2875-03-266
	

Pages:1

Certificate # 4998

by Public Service Commission

07/31/2003 	 CC: Comm Legal !Ilona Jerry .



ATTEST: 	 PUBLIC SERVICE COMMISSION

ILEx iTve Secretary 	 Comt=ioner

Public Service Commission
STATE OF NORTH DAKOTA

Certificate of Public Convenience and Necessity

Certificate Number 4999

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Minto, North Dakota
local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

20 Pages: 1PU-2875-03-266

Certificate # 4999

by Public Service Commission

07/31/2003 	 CC: Comm Legal Mona Jerry .



Iive SecretaryEx t 	 Commissioner

Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 5000

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Northwood, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION
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Certificate # 5000

by Public Service Commission

07/31/2003 	 CC: Comm Legal Illona Jerry .
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 5001

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Reynolds, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: PUBLIC SERVICE COMMISSION    

ExeC-utive Secretary 	 Commis loner

18
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Certificate # 5001

by Public Service Commission

07/31/2003 	 CC: Comm Legal Illona Jerry .



Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 5002

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Thompson, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

0/fr2"16 
Extitdutive Secretary 	 Commissioner

/
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Certificate # 5002

by Public Service Commission

07/31/2003 	 CC: Comm Legal IIIona Jerry
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Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 5003

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Valley City, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

C(4F 
'11 	 ._,,,,/,./.?

Ex cutlite Secretary
AIP /AA"

Commiss oner
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Certificate # 5003

by Public Service Commission

07/31/2003 	 CC: Comm Legal Illona Jerry .
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ATTEST: 	 PUBLIC. SERVICE COMMISSION

-11-77.„,„-Z44      

dile Secretary 	 Commissioner

Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 5004

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the Wahpeton, North
Dakota local exchange area.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges and other
conditions and limitations noted in the Order dated July 31,
2003.

Bismarck, North Dakota, July 31, 2003.
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Certificate # 5004

by Public Service Commission

07/31/2003 	 CC: Comm Legal 'Ilona Jerry .
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Exe tiite Secretary	 Commis loner

Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 5005

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the suburban territory
near Fairview, Montana, part of the Fairview local exchange
area, but located in North Dakota and served from the
Fairview, Montana local central office.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION
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Certificate # 5005

by Public Service Commission

07/31/2003 	 CC: Comm Legal Illona Jerry .
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iE)4 tive Secretary 	 Commis oner

Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 5006

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide local exchange
telecommunications services inside the rural territory near
Sidney, Montana, part of the Sidney local exchange area, but
located in North Dakota and served from the Sidney,
Montana local central office.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

13 	 PU-2875-03-266

Certificate # 5006

by Public Service Commission

07/31/2003 	 CC: Comm Legal Illona Jerry .

Pages: 1



701 
Ex6c five Secretary 	 Commissioner

Public Service Commission

STATE OF NORTH DAKOTA
Certificate of Public Convenience and Necessity

Certificate Number 5007

This is to certify that public convenience and necessity
require, and permission is granted for Covista, Inc., a
telecommunications public utility, to provide statewide
interexchange (toll) telecommunications services, with
facilities, in North Dakota.

This certificate is issued in Case No. PU-2875-03-266
and is conditioned upon Covista, Inc. securing the franchise
or other authority of the proper municipal or other authority
for the exercise of these rights and privileges.

Bismarck, North Dakota, July 31, 2003.

ATTEST: 	 PUBLIC SERVICE COMMISSION

12 	 PU-2875-03-266

Certificate # 5007

by Public Service Commission

07/31/2003 	 CC: Comm Legal Illona Jerry .

Pages: 1



INFORMAL HEARING AGENDA

July 16, 2003

PU-2875-03-266

PU-2048-03-235

Covista, Inc.
Local Exchange/lnterexchange
Public Convenience and Necessity

North Dakota Network Co.
Designated Eligible Carrier
Application

Global Information Systems (GIS) Presentation
Upper Great Plains Transportation Institute

11 	 PU-2048-03-235 	 Pages: 0

Informal Hearing held

by Public Service Commission

07/16/2003 	 CC: Comm Legal PUD (3)

11 	 PU-2875-03-266 	 Pages: 0

Informal Hearing held

by Public Service Commission

07/16/2003 	 CC: Comm Legal Illona Jerry .



INFORMAL HEARING AGENDA

July 2, 2003

PU-2875-03-266
	

Covista, Inc.
Local Exchange/Intertexchange
Public Convenience and Necessity

Use of 211 in North Dakota

10 	 PU-2875-03-266 	 Pages: 0

Informal Hearing held

by Public Service Commission

07/02/2003 	 CC: Comm Legal !Ilona Jerry .



Covista, Inc.
Local Exchange/Interexchange
Public Convenience & Necessity

MOTION

July 2, 2003

APPROVED
DATE:,	

A'Air

Case No. PU-2875-03-266

I move the Commission bill Covista, Inc. for costs incurred to date in Case

No. PU-2875-03-266, Covista, Inc., Local Exchange/Interexchange, Public

Convenience & Necessity.

9 	 PU-2875-03-266
	

Pages: 3

Utility Valuation Motion/Letter/Billing
Statement
by Public Service Commission

07/02/2003 	 CC: Comm Legal Illona Jerry



COMMISSIONERS

Tony Clark, President
Leo M. Reinbold
Susan E. Wefald

Executive Secretary
Jon H. Mielke

Public Service Commission
State of North Dakota

July 2, 2003

600 E Boulevard Ave. Dept. 408
Bismarck, North Dakota 58505-0480

web: www.psc.state.nd.us
e-mail: sab@psc.state.nd.us

TDD 800-366-6888
Fax 701-328-2410

Phone 701-328-2400

Lance J M Steinhart
1720 Windward Concourse Ste 250
Alpharetta GA 30005

RE: Case No. PU-2875-03-266
Covista, Inc.
Local Exchange/Interexchange
Public Convenience & Necessity

Enclosed is a copy of the statement approved at the July 2, 2003 Public
Service Commission meeting for the expenses incurred to date in Case No.
PU-2875-03-266.

Under N.D.C.C. 49-21-01.7, these expenses are billed through the Valuation
Fund and must be paid for by the telecommunications company involved.

Please make your check payable to the Public Service Commission.

Sincerely,

--Gloria Geiger
Admin Staff Officer
701-328-2401

Enc.



Billing Statement

July 2, 2003

Covista, Inc. 	 Case No. PU-2875-03-266
Local Exchange/Interexchange
Public Convenience & Necessity

Bill To:

Covista, Inc 	 $283.84

Expenses Incurred to Date:

Advertising Costs 	 $283.84

Send Payment and a Copy of this Statement To:

Public Service Commission
600 E Boulevard Ave Dept 408
Bismarck ND 58505-0480

Federal Tax ID 45-0309764



L
....

KELLI RICHEY o
Notary Public 0

State of North Dakota 0
Commission Expires Oct. 13, 2006 0

-Z. —41, -41° -..- 10PWP4IIPMPIMP°401

My

I paw/F.4,

Affidavit of Publfcation____
I

, 1 	 :resc 	 .;

State of North Dakota )

County of Burleigh 	 )
JUN I 7 2003

t, !at: r
•

s,Ek.:2ei:ARY 
, being duly sworn, state as falrOws: //eev) /,/k  

1. I am the designated agent, under the provisions and for the purposes of, Section 31-04-06,
NDCC, for the newspapers listed on the attached exhibits.

2. The newspapers listed on the exhibits published the advertisement of:

/  
	 time(s)

as required by law or ordinance.

3. All of the listed newspapers are legal newspapers in the State of North Dakota and, under the
provisions of Section 46-05-01, NDCC, are qualified to publish any public notice or any matter
required by law or ordinance to be printed or published in a newspaper in North Dakota.

Signed: 

Subscribed and sworn to before me this /24/h 	day of i ^ (Le..J A.D. ZOO.

P! 1-2875.03.266 	 Pages: 1

Affidavit of 1--,kiblication

I.); North Dakota Ativt?rtising Service, inc.

06/17/2003 	 CC: Comm Legal Illona Jerry



$283.84  

iorth Dakota Newspaper Association
1435 Interstate Loop

Bismarck, ND 58503-0567
Ph (701) 223-6397 • Fax (701) 223-8185

A r
NORTH DAKOTA NEWSPAPER ASSOCIATION  

JUN 1 7
INVOICE

June 13, 2003

Advertiser: Public Service Commission

Order 1762L0- 	 nvoice # 18604

Attn: JONH. MIELKE

PUBLIC SERVICE COMMISSION

600 E. BOULEVARD AVE.

STATE CAPITOL

BISMARCK, ND 58505

Voice: 701 -328 -4076

Amount Due

Amount Paid

Please detach and return this portion with your payment

Public Service Commission	 Invoice # 17628-03061PP2-18604

Ad Size Rate Type	 Rate Total Discount (%) Caption Page Run Date

Bismarck Tribune (Bismarck ND)

44.00 	 SPR2 	 0.64 28.16 0.00 Covista Inc. 05/28/03

Devils Lake Daily Journal (Devils Lake ND)

46.00 	 SPR2 	 0.63 28.98 0.00 Covista Inc. 05/28/03

Dickinson Press (Dickinson ND)

49.00 	 SPR2 	 0.57 27.93 0.00 Covista Inc. 05/28/03

Fargo, The Forum (Fargo ND)

43.00 	 SPR2 	 0.71 30.53 0.00 Covista Inc. 06/02/03

Grand Forks Herald (Grand Forks ND)

41.00 	 SPR2 	 0.69 28.29 0.00 Covista Inc. 05/27/03

Jamestown Sun (Jamestown ND)

51.00	 SPR2 	 0.54 27.54 0.00 Covista Inc. 05/28/03

Minot Daily News (Minot ND)

54.00	 SPR2 	 0.54 29.16 0.00 Covista Inc. 05/28/03

Valley City Times-Record (Valley City ND)

47.00 	 SPR3 	 0.61 28.67 0.00 Covista Inc. 05/28/03

Wahpeton Daily News (Wahpeton ND)

52.00	 SPR3	 0.51 26.52 0.00 Covista Inc. 05/28/03

Williston Herald (Williston ND)

46.00	 SPR2 	 0.61 28.06 0.00 Covista Inc. 05/28/03

Gross Advertising 283.84 Total Misc 0.00 Amount Paid 0.00

Agency Discount Tax 0.00 Adjustments 0.00

Other Discount 0.00 Total Billed 283.84 Payment Date

Service Charge 0.00 Unbilled 0.00 Balance Due 283.84

8 	 PU-2875-03-266 	 Pages: 1

Affidavit of Publication

by North Dakota Advertising Service, Inc.

06/17/2003	 CC: Comm Legal Illona Jerry .
North Dakota Newspaper Association 06/13/03 OneSys sherylt # paulah
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Each address shown is the respective addressee's last reasonably ascertainable post
office address.

Subscribed and sworn to before me
this 3rd day of June, 2003.

Notary Public

STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Covista, Inc. 	 Case No. PU-2875-03-266
Local Exchange
Public Convenience and Necessity

AFFIDAVIT OF SERVICE BY ORDINARY MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH

Sharon Helbling deposes and says that:

she is over the age of 18 years and not a party to this action and, on the 3rd day of
June, 2003, she deposited in the United States Mail, Bismarck, North Dakota, one
envelope with postage fully prepaid, securely sealed and each containing a photocopy
of:

Staff Financial Memorandum

The envelope was addressed as follows:

Lance J M Steinhart
1720 Windward Concourse Ste 250
Alpharetta GA 30005

SEAL 
SANDRA L. SCOTT

Notary Public, STATE OF NORTH DAKOTAMy Commission Expires JUNE 11, 2004

FIJ-215-03-268 	 P::Iyes: I

Affi 	 ,'t SeNIC

-:1,f.iivice Commission

Oa Comm Legal Illona Jerry .
NiC.i3i2003



COMMISSIONERS

Tony Clark, President
Leo M. Reinbold
Susan E. Wefald

Executive Secretary
Jon H. Mielke

600 E Boulevard Ave. Dept. 408
Bismarck, North Dakota 58505-0480

web: www.psc.state.nd.us
e-mail: sab@psc.state.nd.us

DD MO-236616888
7Fix iir12812410
phone ",i3 O1-12812400

t.:.-Ac

jig - 3 Fri

Memorandum	

Public Service Commission
State of North Dakota

To: 	 Jon Mielke

From: Mike Diller

Date: June 2, 2003

Re: 	 Covista, Inc.
Local Exchange/Interexchange PC&N
Case No. PU-2875-03-266 

SEC'RECARY
ersosme■sasamserve---    

The following is written to provide the commission with a very limited
review of this case regarding the applicant's financial ability to provide
service.

Staff reviewed the financial information for Covista, Inc. for the fiscal year
ended 2002 noting shareholder equity of $1,568,839. According to Yahoo!
Finance website, Covista's stock has recently been trading around $2 per
share.

The commission has used stockholder equity as a litmus test for showing
financial ability to provide service in North Dakota. Based on its review,
staff concludes that Covista has access to sufficient equity to provide
service in North Dakota.

Staff sees no reason to deny this application.

In accordance with the Commission's wishes, staff will serve this document
on the applicant.

F Li-2875-03-26S 	 Pages 1

c' 'lc Service

061(131230::, 	 CC: Comm Legal !Ilona Jerry .



STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Covista, Inc. 	 Case No. PU-2875-03-266
Local Exchange/Interexchange
Public Convenience and Necessity

AFFIDAVIT OF SERVICE BY CERTIFIED MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH

Sharon Helbling deposes and says that:

she is over the age of 18 years and not a party to this action and, on the 22nd day of
May, 2003, she deposited in the United States Mail, Bismarck, North Dakota, one
envelope with certified postage, return receipt requested, fully prepaid, securely sealed
and each containing a photocopy of:

Notice of Opportunity for Hearing

The envelopes were addressed as follows:

Lance J M Steinhart P C
1720 Windward Concourse Ste 250
Alpharetta GA 30005
Cert. No. 7001 1940 0005 3425 5932

Each address shown is the respective addressee's last reasonably ascertainable post
office address.

Subscribed and sworn to before me
this 22nd day of May, 2003.

SEAL 
Notary Public 

SUSAN K. RICHTER
Notary Public, STATE OF NORTH DAKOTA
My Commission Expires JUNE 15, 2004

5 	 PU-2875-03-266 	 Pages: 2

Affidavits of service

by Public Service Commission

05/22/2003 	 CC: Comm Legal Illona Jerry .  



STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Covista, Inc. 	 Case No. PU-2875-03-266
Local Exchange/Interexchange
Public Convenience and Necessity

AFFIDAVIT OF SERVICE BY ORDINARY MAIL OR E-MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH

Sharon Helbling deposes and says that:

she is over the age of 18 years and not a party to this action and, on the 22nd day of
May, 2003, she deposited in the United States Mail, Bismarck, North Dakota, envelopes
by first class mail, fully prepaid, securely sealed, and e-mailed, each containing a
photocopy of:

Notice of Opportunity for Hearing

The envelopes were addressed as follows:

See Attached List

Each address shown is the respective addressee's last reasonably ascertainable post
office address.

)

Subscribed and sworn to before me
this 22nd day of May, 2003.  If   

Notary Public

SEAL SUSAN K. RICHTER
Notary Public, STATE OF NORTH DAKOTA
My Commission Expires JUNE 15, 2004



mariep@telcogroupinc.com	 wbrudvik@ohnstadlaw.com
Marie Pierre-Paul
	

William Brudvik

donlee@martin-associates.com
Don Lee

jbrowne@lga.att.com
Janet Browne
AT&T
1875 Lawrence St 14th Fl
Denver CO 80202

jlchapman@acomminc.com
Jerry Chapman
Acomm Inc

510 1st Ave N Ste 203

Minneapolis MN 55403-0343

smassey@bepc.com
Sheryl Massey
Basin Electric Power Coop

1717 E Interstate Ave

Bismarck ND 58501-0564

jtmgr@bektel.com
Jerome Tishmack
BEK Communications Cooperative
PO Box 230

Steele ND 58482-0230

ltade@czn.com
Lance Tade
Citizens Telecomm of ND

sheba.chacko@btna.com
Sheba Chacko
Concert Communications Sales LLC
11911 Freedom Dr 11th Fl

Reston VA 20190

ken@consolidatedtelcom.com
L Dan Wilhelmson
Consolidated Telcom

PO Box 1077

Dickinson ND 58601-1077

jtmgr@bektel.com
Jerome Tishmack
BEK Communications I Inc
PO Box 230
Steele ND 58482-0230

mannawiz@pacbell.net
Larry Manna
Compuwiz

1012 Industrial Blvd
South Lake Tahoe CA 96150

paul@consolidatedtelcom.com
Paul Schuetzler
Consolidated Telcom

PO Box 1077

Dickinson ND 58601-1077

mjrasher@msn.com
Mary Jane Rasher
DCI Group

drtc@drtel.net
Darren Moser
Dickey Rural Telephone Cooperative
PO Box 69

Ellendale ND 58436-0069

bgipson@vartec.net
Becky Gipson
eMeritus Communications Inc
1600 Viceroy Dr

Dallas TX 75235



bgipson@vartec.net
Becky Gipson
Excel Telecommunications Inc
1600 Viceroy Dr
Dallas TX 75235

glenn.richards@shawpittman.com
Glenn Richards
Glenn Richards
ShawPittman
2300 N St NW

rlaqua@rrv.net
Ronald Laqua
Halstad Telephone Company
PO Box 55
Halstad MN 56548-0055

dbachman@ideaone.com
Darrel Bachman
IdeaOne Telecom
3239 39th St SW
Fargo ND 58104

jamie@ignus.com
Jamie Kubik
Ignus Inc
P 0 Box 9202
Fargo ND 58106-9202

kander@ictc.com
Keith Anderson
Inter-Community Telephone Company LLC
PO Box 8
Nome ND 58062-0008

susan.a.travis@wcom.com
Susan Travis
MCI Worldcom
201 Spear St 9th Fl
San Francisco CA 94105

meredith.gifford@gecapital.com
Meredith Gifford
GE Business Productivity Solutions Inc
6540 Powers Ferry Rd
Atlanta GA 30339

cooperstown@m1gc.com
Ray Brown
Griggs County Telephone Company
Cooperstown ND 58425

hold@texas.net
Dana Wilson
Home Owners Long Distance Inc
8647 Wurzbach Rd #M-1
San Antonio TX 78240-1245

carl.billek@corp.idt.net
Carl Billek
IDT America, Corp.
520 Broad St 7th Fl
Newark NJ 07102

karen.johnson@integratelecom.com
Karen Johnson
Integra Telecom of North Dakota Inc
19545 Von Neumann Dr Ste 200
Beaverton OR 97006-6902

susan.p.green@lmco.com
Susan Green
Lockheed Martin Global Telecomm
12506 Lake Underhill Rd MP 836
Orlando FL 32825

dconn@mcleodusa.com
Dave Conn
McLeodUSA
6400 C St SW
Cedar Rapids IA 52406-3177

knations@mmfn.com
Karen Nations
Metromedia Fiber Network Services Inc
360 Hamilton Ave
White Plains NY 10601

gerrya@midrivers.com
Gerry Anderson
Mid-Rivers Telephone Coop Inc
PO Box 280
Circle MT 59215-0280



rostberg@nemontel.net
Ron Ostberq
Missouri Valley Communications Inc
P 0 Box 600
Scobey MT 59263-0600

sbunn@m1gc.com
Shelie Bunn
Moore & Liberty Telephone Co
Enderlin ND 58027

hfuglest@ndarec.com
Harlan Fugelsten
ND Assn Rural Electric Coops
PO Box 727
Mandan ND 58554-0727

pschaner@ndarec.com
Patti Schaner
ND Assn Rural Electric Coops
PO Box 727
Mandan ND 58554-0727

info@newaccess.cc
Steven C Clay
New Access Communications LLC
801 Nicollet Ave Ste 350
Minneapolis MN 55402-2519

rer@norlight.com
Robert E Rogers
NorLight Inc
275 N Corporate Dr
Brookfield WI 53045

pat@ndta.net
Patricia Gisinger
North Dakota Telephone Assoc
PO Box 2614
Bismarck ND 58502-2614

ddunning@polarcomm.com
David Dunning
Polar Commun Mut Aid Corp
PO Box 270
Park River ND 58270-0270

dhill@ndarec.com
Dennis Hill
ND Assn Rural Electric Coops
PO Box 727
Mandan ND 58554-0727

jsilveira@netlojix.com
Janet Medeiros-Silveira
NetLogix Telecom Inc
501 Bath St
Santa Barbara CA 93101

lclemens@nft.net
Larry Clemens
Noonan Farmers Tele Co
Noonan ND 58765

laurie.willman@nbne.info
Laurie Willman
North By NortheastCom LLC

klund@nccray.com
Kenneth Lund
Northwest Communications Corp
PO Box 38
Ray ND 58849-0038

ddunning@polarcomm.com
David Dunning
Polar Telcom Inc
PO Box 270
Park River ND 58270-0270

ddunning@polarcomm.com
David Dunning
Polar Telecommunications Inc
PO Box T
Park River ND 58270

donn@srt.com
Don Neqaard
Pringle and Herigstad P C
PO Box 1000
Minot ND 58702-1000



sschwan@qwest.com
Suzy Schwandt
Qwest Corporation

mkambei@qwest.com
Mel Kambeitz
Qwest Corporation
220 N 5th St
Bismarck ND 58501

maneill@qwest.com
Mary Ann Neill
Qwest Corporation
1801 California St Rm 4700
Denver CO 80202

wbauza@telfile.com
Ayanery Reyes
QX Telecom LLC
230 5th Ave Ste 800
New York NY 10001

jeffolson@rrt.net
Jeff Olson
Red River Rural Tele Assoc
PO Box 136
Abercrombie ND 58001-0136

royce@restel.net
Royce Aslakson
Reservation Telephone Cooperative
Parshall ND 58770

kblicke@qwest.com
Kent Blickensderfer
Qwest Corporation
PO Box 5508
Bismarck ND 58502-5508

smacint@qwest.com
Scott Macintosh
Qwest Corporation
PO Box 5508
Bismarck ND 58502-5508

saberry@qwest.com
Sharon Berry
Qwest Corporation
409 1st Ave N
Fargo ND 58102-4802

pam@tnics.com
Pamela Harrington
RC Communications Inc
PO Box 197
New Effington SD 57255-0197

jeffolson@rrt.net
Jeff Olson
Red River Telecom Inc
PO Box 136
Abercrombie ND 58001-0136

mbrestel@ndak.net
Marcia Burckhard
Reservation Telephone Cooperative
Parshall ND 58770

shaneh@restel.net
	 pam@tnics.com

Shane Hart
	

Pamela Harrington
Reservation Telephone Cooperative
	 Roberts Cty Tele Coop Assoc

Parshall ND 58770
	

New Effington SD 57255

bobhill@skylandnd.net
Bob Hill
Skyland Technologies Inc
P 0 Box 939
Williston ND 58802-0939

suelh@srttel.com
Sue Hamilton
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789



stevedl@srttel.com
Steve Lysne
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

janehp@srttel.com
Jane Petersen
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

kimrw@srttel.com
Kim Weydahl
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

christm@srttel.com
Chris Morsefield
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

johnar@srttel.com
John Reiser
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

mdickers@state.nd.us
Marcy Dickerson
State Tax Department
State Capitol
Bismarck ND 58505

sthomas@talk.com
Sharon Thomas
Talk America Inc
12001 Science Dr Ste
Orlando FL 32826

jennifer.arnold@uslink.com
Jennifer Arnold
U S Link Inc

130 	 P 0 Box 327
Pequot Lakes MN 56472-0327

lahall@usgs.gov
	 kjvannin@usgs.gov

Lenora Hall
	

K Vannin
P S Geological Survey
	 U S Geological Survey

kander@ictc.com
Keith Anderson
Valley Communications Inc
P 0 Box 8
Nome ND 58062

bonniek@westriv.com
Bonnie Krause
West River Telecomm Coop
PO Box 467
Hazen ND 58545-0467

paulihland@wtc -mail.net
Paul Ihland
Wolverton Telephone Company
Wolverton MN 56594

anthony.gillman@verizon.com
Anthony Gillman
Verizon Select Services Inc
P 0 Box 110
Tampa FL 33601-0110

mickg@westriv.com
Mick Grosz
West River Telecommunications Coop
PO Box 467
Hazen ND 58545-0467



Carolyn Fodor
Winstar Communications
21290 Melrose Ave
Southfield MI 48075-7901

Ann Faught
Absaraka Co-op Tele Co
Absaraka ND 58002

Advanced Telcom Inc
19 Old Courthouse Sq
Santa Rosa CA 95404-4920

Kimberly Nielsen
AT&T Wireless
7277 164th Ave NE RTC-1
Redmond WA 98052

John Broten
Bell Atlantic Communications Inc
1320 N Court House Rd 9th Fl
Arlington VA 22201

C12 Inc
200 Galleria Pkwy Ste 1200
Atlanta GA 30339

Jennifer Sikes
1-800 Reconex
2500 Industrial Ave
Hubbard OR 97032

ACN Communications Services Inc
32991 Hamilton Ct
Farmington Hills MI 48334

Arch Paging
11437 Valley View Rd
Eden Prairie MN 55344

Jack Medaris
Atlas Communications LTD
P 0 Box 807
Conshohocken PA 19428-0807

Jennifer Whitley
Business Discount Plan Inc
1 World Trade Ctr Ste 800
Long Beach CA 90831-0800

Scott Geston
Cable One of Fargo
P 0 Box 10624
Fargo ND 58106-0624

Citizens Telecomm Co of Minnesota
3 High Ridge Park
Stamford CT 06905

Robert Fallan
Coast International
14303 W 95th St
Lenexa KS 66215-5210

Murray Barr
Competitive Strategies Group Inc
164 N Euclid Ave
Oak Park IL 60302-2106

Citizens Telecomm Co of ND
3 High Ridge Pk
Stamford CT 06905

Beth Choroser
Comcast Business Communications Inc
1500 Market St
Philadelphia PA 19102

Computer Integrated Communications Inc
8502 Bells Mill Rd
Potomac MD 20854-4071

Consolidated Telcom
	 Contact Communications

PO Box 1077
	 937 W Main St

Dickinson ND 58601-1077
	

Riverton WY 82501



Dickey Rural Services Inc
P 0 Box 69
Ellendale ND 58436

Global Tel*Link Corporation
2609 Cameron St
Mobile AL 36607-3104

Keith Larson
Dakota Central Tele Coop
PO Box 299
Carrington ND 58421-0299

Robert Hill
Daktel Communications LLC
P 0 Box 299
Carrington ND 58421-0299

Dickey Rural Communications Inc
PO Box 69
Ellendale ND 58436-0069

DIECA Communications Inc
3420 Central Expy
Santa Clara CA 95051-0703

Easton Telecom Services Inc
3046 Brecksville Rd #A
Richfield OH 44286-9399

Maria Abbagnaro
Essex Communications Inc
543 Main St
New Rochelle NY 10801-7214

Dave Waters
Fairpoint Communications Solutions
521 E Morehead St Ste 250
Charlotte NC 28202-2695

Ronald Rodemerk
Frontier Comm International
180 S Clinton Ave
Rochester NY 14646-0500

Lucille Nilson
Griggs County Telephone Company
Cooperstown ND 58425

D D D Calling Inc
6300 Richmond Ave Ste 304
Houston TX 77057

Keith Larson
Dakota Central Telecom I

PO Box 299
Carrington ND 58421-0299

Dave Dircks
DCN LLC
P 0 Box 180
Devils Lake ND 58301-0180

DSLnet Communications LLC
545 Long Wharf Dr
New Haven CT 06511

Regulatory Dept
Essential.com Inc
5 Bragdon Ln Ste 200
Kennebunk Me 04043

Evercom Systems Inc
8201 Tristar Dr
Irving TX 75063-2824

Lawrence Freedman
Fleischman & Walsh
1400 16th ST NW
Washington DC 20036

Group Long Distance Inc
	 HJN Telecom Inc

9500 Toledo Way 	 3235 Satellite Blvd Bldg 400 Ste 300
Irvine CA 92618-1806
	

Duluth GA 30096



Houlton Enterprises Inc
2201 W Bdwy Ste 1
Council Bluffs IA 51501

Julia Waysdorf
ICG Telecom Group Inc
161 Inverness Dr W
Englewood CO 80112

Ken Hanks
International Telcom Ltd
417 2nd Ave W
Seattle WA 98119

David A. Huberman
Intrado Communications Inc
1601 Dry Creek Dr
Longmont CO 80503-6493

Nanette Edwards
ITC DELTACOM INC
4092 Memorial Pkwy SW
Huntsville AL 35802-1382

James Valley Coop Telephone Co
P 0 Box 69
Ellendale ND 58436-0069

KMAV AM/FM RADIO
PO Box 216
Mayville ND 58257-0216

Myer Shark
Knollwood Place Apts #221
3630 Phillips Pkwy
St Louis Park MN 55426

HTC Services Inc
P 0 Box 55
Halstad MN 56548

Robert K Johnson
IdeaOne Telecom Group LLC
3239 39th St SW
Fargo ND 58104

Intrado Communications Inc
1601 Dry Creek Dr
Longmont CO 80503-6493

Russell Merbeth
Ionex Communications North Inc
15305 Dallas Pkwy Ste 1500
Addison TX 75001-6768

Larry Barnes
IXC/SSC-Regulatory Affairs
1122 S Capital of TX Hwy
Austin TX 78746-6426

Katherine E Ford
U S WEST
1801 California St Ste 5100
Denver CO 80202

KMC Telecom V Inc
1545 Rt 206
Bedminster NJ 07921

Thomas K Crowe
Law Offices of Thomas K Crowe PC
2300 M St NW Ste 800
Washington DC 20037

Level 3 Communications LLC
3555 Farnam St
Omaha NE 68131

Jan Lowe
Long Dist Consolidated Billing Co
145 S Livernois Rd #199
Rochester MI 48307-1837

Local Telcom Holdings LLC
485 Madison Ave 15th Fl
New York NY 10022-5803

Steven Katka
Loretel Systems Inc
13 E 4th Ave
Ada MN 56510



Marilyn Foss
	 Michel Murray

MCI WorldCom Inc
	 MCI WorldCom Inc

707 17th St Ste 3600
	

707 17th St Ste 3600

Denver CO 80202
	

Denver CO 80202

MClmetro Access Transmission Services
707 17th ST Ste 3600
Denver CO 80202

Midcontinent Communications
410 South Phillips Ave
Sioux Falls SD 57104

Gordon Wilhelmi
Midstate Communications Inc
PO Box 400
Stanley ND 58784-0400

Minnesota Independent Equal Access
Corp
c/o Onvoy Inc
300 S Hwy 169
Uimr1400,04s MN 55426
National Multi Housing Council
1850 M St NW Ste 540
Washington DC 20036

Richard Thronson
Nemont Telephone Cooperative Inc
Scobey MT 59263

Nextel West Corp
2001 Edmund Halley Dr
Reston VA 20191-3436

McKenzie Consolidated Telecom LLC
P 0 Box 1140
Watford City ND 58854-1140

Mid-Rivers Telephone Coop Inc
P 0 Box 280
Circle MT 59215

Mark Wilhelmi
Midstate Telephone Co
PO Box 400
Stanley ND 58784-0400

Mike Strand
MITS
PO Box 5237
Helena MT 59604-5237

Dave Crothers
NDATC
Box 1144
Mandan ND 58554-1144

New Edge Network Inc
3000 Columbia House Blvd Ste 106
Vancouver WA 98661

Dave Dircks
North Dakota Long Distance Inc
P 0 Box 180
Devils Lake ND 58301-0180

Dave Dircks
North Dakota Telephone Company
PO Box 180
Devils Lake ND 58301-0180

Mary Buley
Onvoy Inc
300 South Highway 169
Minneapolis MN 55426

NOW Communications Inc
711 S Tejon St Ste 201
Colorado Springs CO 80903

Holly Sasscer
Operator Communications Inc
3530 Forest Ln Ste 200
Dallas TX 75234-7910



Brad Van Leur
OrbitCom Inc
1701 N Louise Ave
Sioux Falls SD 57107

Premiere Network Services Inc
1510 N Hampton Rd Ste 120
DeSoto TX 75115

Scott Lee
Protel Advantage Inc
3145 Hafner Ct
Shoreview MN 55126-3802

Heather Troxell
Qwest Communications Corporation
4250 Fairfax Dr
Arlington VA 22203

Dean Polkow
RCC Network Inc
PO Box 2000
Alexandria MN 56308-2000

Sandra Adams
NewPath Holdings Inc
4364 114th St
Des Moines IA 50322
Lisa Dabkowski
SNET America Inc
310 Orange St
North Haven CT 06510-1719

SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

Harris Saele
T P C Inc
PO Box 180
Devils Lake ND 58301-0180

Jeff Walker
Preferred Carrier Services Inc
14681 Midway Rd Ste 105
Dallas TX 75001

Primus Telecommunications Inc
1700 Old Meadow Rd 3rd Fl
McLean VA 22102

QuantumShift Communications Inc
88 Rowland Way Ste 200
Novato CA 94945-5000

Qwest Interprise America Inc
1801 California St 49th Fl
Denver CO 80202

Kimberly Nielson
RTC-1
Legal & External Affairs
7277 164th Ave NE
Redmond WA 98052

ServiSense.com Inc
115 Shawmut Rd
Canton MA 02021-1438

Andrew Jones
Sprint
6391 Sprint Pkwy
Overland Park KS 66251-6100

Randy Burckhard
SRT Communications Inc
P 0 Box 789
Minot ND 58702-0789

Jack Medaris
Telco Partners Inc
P 0 Box 807
Conshohocken PA 19428-0807

Al Bosch
Tele-Beep Company 	 Telera Communications Inc
PO Box 7072
	

910 E Hamilton Ave Ste 200
Bismarck ND 58502-7072
	

Campbell CA 95008



Jonathan Marashlian
Tele-Tech Inc
	 The Helein Law Group P C

2900 W 11th St
	

8180 Greensboro Dr Ste 700

Sioux Falls SD 57104-3660
	

McLean VA 22102

T-Netix Inc
P 0 Box 701028
Dallas TX 75370-1028

Kenneth Carlson
Turtle Mountain Communications
PO Box 729
Langdon ND 58249-0729

United Communications HUB Inc
10390 Commerce Ctr Dr Ste 250
Rancho CA 91730-5860

Kenneth Carlson
United Telephone Mut Aid Corp
Langdon ND 58249

Dennis Houston
Universal Network Services of ND
1572 North Batavia St Ste lA
Orange CA 92867

VarTec Telecom Inc
1600 Viceroy Dr
Dallas TX 75235

David Armey
Verizon Communications
600 E Hidden Ridge HQE02i33
Irving TX 75038

West River Coop Telephone Co
P 0 Box 39
Bison SD 57620-0039

Doris Cooper
West River Long Distance Co
PO Box 467
Hazen ND 58545-0467

Touch America Inc
40 E Bdwy
Butte MT 59701

Renata Dias
UKI Communications Inc
100 N Biscayne Blvd Ste 400
Miami FL 32132

Sam Billingsley
United States Advanced Network Inc
3080 Northwoods Cir
Norcross GA 30071-1562

Christina Tygielski
Universal Access Inc
Sears Tower 233 S Wacker Dr Ste 600
Chicago IL 60606-6307

Val-Ed Joint Venture LLP
150 2nd St SW
Perham MN 56573

Randy Houdek
Venture Communications Inc
PO Box 157
Highmore SD 57345-0157

Molli Harper
Verizon Wireless
6350 E Crescent Pkwy Ste 200
Greenwood Village CO 80111

Darrell Henderson
West River Cooperative Telephone
Company
PO Box 39
Bison SD 57620-0039

Mick Grosz
West River Telecomm Coop
PO Box 467
Hazen ND 58545-0467



Western CLEC Corporation
3650 131st Ave SE #400
Bellevue WA 98006

Z-Tel Communications Inc
601 S Harbour Island Blvd Ste 220
Tampa FL 33602-5925

WTC Competitive Services Inc
P 0 Box 129
Wolverton MN 56594
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Helbling, Sharon D.

From: 	 Helbling, Sharon D.

Sent: 	 Wednesday, May 21, 2003 10:29 AM

To: 	 ndna (E-mail)

Subject: Attached Notices

Colleen Park
North Dakota Newspaper Association

Colleen:

Please have the attached Notice of Opportunity to File Written Comments,
Notice of Hearing, and Notice of Opportunity for Hearing published in the next
issue of the ten North Dakota daily newspapers, and run them as "News Item
Only" articles as well.

Send the bills to the Public Service Commission, along with tear sheets for
billing purposes.

If you have any questions, please call me at 328-4076.

Thank you.

Sharon Helbling
Public Utilities Division

PU-2875-03-266 	 Pages: 1

Notice e-mailed to NDNA requesting
publication
by Public Service Commission

5/21/2003
	 05/21/2003 	 CC: Comm Legal Mona Jerry .



APPROVED 	 MOTION
DATE:  s-5.---02/- 03 

(,4/f- 	 May 21, 2003 

Covista, Inc.
Local Exchange/Interexchange
Public Convenience and Necessity

Case No. PU-2875-03-266

I move the Commission issue a Notice of Opportunity for Hearing in the

application of Covista, Inc. for certificates of public convenience and necessity to

provide competitive local exchange and interexchange telecommunications services in

North Dakota.

JRUsdh

3 	 PU-2875-03-266 	 Pages: 1

Motion

by Public Service Commission

05/21/2003 	 CC: Comm Legal Illona Jerry .



STATE OF NORTH DAKOTA
PUBLIC SERVICE COMMISSION

Covista, Inc. 	 Case No. PU-2875-03-266
Local Exchange/Interexchange
Public Convenience and Necessity

NOTICE OF OPPORTUNITY FOR HEARING

May 21, 2003

On May 12, 2003, Covista, Inc. of Chattanooga, TN, filed an application for a
certificates of public convenience and necessity to provide facilities-based competitive
local exchange telecommunications services in all North Dakota exchanges currently
served by Qwest Corporation and interexchange services throughout North Dakota.

The issues to be considered in this matter are:

1. Fitness and ability of the applicant to provide service.

2. Adequacy of the proposed service.

3. 	 Technical, financial and managerial ability of the applicant to
provide service.

Those interested are invited to comment on the application in writing. Persons
desiring a hearing must file a written request identifying their interest in the proceeding
and the reasons for requesting a hearing. Comments and requests for hearings must
be received by June 24, 2003. If deemed appropriate, the Commission can determine
the matter without a hearing.

For more information contact the Public Service Commission, State Capitol,
Bismarck, North Dakota 58505, 701-328-2400; or Relay North Dakota 1-800-366-6888
TTY. If you require any auxiliary aids or services, such as readers, signers, or Braille
materials please notify Jon Mielke, Executive Secretary.

PUBLIC SERVICE COMMISSION

/YU 	tead01044;4/0
Susan E. 	 fald 	 Tarry Clark 	 Leo M. Reinbold
Commis • ner 	 President 	 Commissioner

2 	 PU-2875-03-266 	 Pages: 1

Notice of Opportunity for Hearing

by Public Service Commission

05/21/2003 	 CC: Comm Legal !Ilona Jerry.



Lance J.M. Steinhart, P.C.
Attorney At Law

1720 Windward Concourse
Suite 250

Alpharetta, Georgia 30005

Also Admitted in New York
and Maryland

VIA FF,DERAI, EXPRESS

Mr. Jon Mielke
Executive Secretary
Public Service Commission
State Capitol
600 E. Boulevard
Bismarck, ND 58505-0480 

Telephone: (770) 232-9200
Facsimile: (770) 232-9208

Email: lsteinhart@telecomcounsel.com                     

May 9, 2003                              

MAY 1 2 2003                                                    

ND PUBLIC SERVICE COMMISS ON
PUBLIC UTILITIES DIVISION 

Re: 	 Covista, Inc.

Dear Mr. Mielke:

Enclosed please find for filing an original and seven (7) copies of Covista, Inc.'s
Application for a Certificate of Public Convenience and Necessity to Provide Telecommunications
Services. Please note that the company is simultaneously filing an Application for Certificate of
Registration to provide resold local exchange services, which contains an original certificate of
good standing issued by the Secretary of State. This filing includes a copy of such certificate.

I have enclosed an extra copy of this letter to be date stamped and returned to me in the
enclosed preaddressed-postage-prepaid envelope. If you have any questions or if I may provide you
with any additional information, please do not hesitate to contact me. Thank you.

Respectfully, ubmitt

. Steinhart
Attorney for Covista, Inc.

Enclosures
cc: 	 Thomas P. Gunning

PU-2875-03-266 	 Pages: 107

Local Exchange/Interexchange PC&N
filing
by Covista. !nc.

05/12/2003 	 CC: Comm Legal !Ilona Jerry .



PUBLIC SERVICE COMMISSION
STATE OF NORTH DAKOTA

In the matter of the Application of
Covista, Inc.
for a Certificate of
Public Convenience and Necessity to
provide Telecommunications Services

)

)

)

)

)

Docket No.   

The applicant, Covista, Inc. ("Covista") a Corporation organized and existing under the
laws of the State of New Jersey with its principal place of business of 721 Broad Street, 2nd Floor,
Chattanooga, Tennessee 37402, does hereby represent and show the Commission as follows:

1. On November 20, 1997, the North Dakota Secretary of State issued to Covista (f/k/a
TotalTel, Inc.) a Certificate of Authority under the provisions of North Dakota law governing
foreign corporations, giving it authority to do business in the State of North Dakota and a copy of
such certificate is submitted with this application.

2. Covista was organized as a New Jersey Corporation to engage in the business of
offering telecommunications services, including local exchange and toll telephone service, and
intends to offer these services throughout the United States. By this application, Covista requests a
Certificate of Public Convenience and Necessity to provide facilities-based/UNE-P local exchange
along with other telecommunications services at all locations throughout the State of North Dakota
that are currently served by Qwest Communications, Inc., and to provide interexchange services
statewide.

3. Covista was issued a Certificate of Registration No. 506 to resell long distance services
the State of North Dakota. The company is simultaneously filing an application to obtain a
Certificate of Registration to resell local services in North Dakota.



The following exhibits are attached to this application and incorporated herein by this
reference:

Exhibit 1: 	 A copy of the Certificate of Authority of Covista issued by the State of
North Dakota;

Exhibit 2: 	 A certificate of Good Standing from the State of North Dakota;

Exhibit 3: 	 Service Area Map

Exhibit 4: 	 A copy of Covista Communications, Inc.'s Form 10-K for the year ended
January 31, 2002 and Form 10-Q for the period ended October 31, 2002

Exhibit 5: 	 Affidavit of A. John Leach

Exhibit 6: 	 Biographical Information

3. All correspondence and notices regarding this application should be directed to Lance
J.M. Steinhart, Lance J.M. Steinhart, P.C., 1720 Windward Concourse, Suite 250, Alpharetta,
Georgia 30005, whose telephone and fax numbers are 770-232-9200 and 770-232-9208
respectively.

4. The rate structure for providing local exchange is intended
to be Competitive with the rates charged by the incumbent provider(s).

5. Covista is fit and has the experience and ability to provide the local exchange for which
authority is sought herein. Covista intends to provide all forms of intrastate service including:



A. Local Exchange Services that will enable customers to originate and
terminate local calls in the local calling area served by other LECs.

B. Switched local exchange services; vertical services, Direct Inward and
Outward Dialed trunks, carrier access, and any other switched local
services that currently exist or will exist in the future.

C. Non-switched local services (e.g., private line) that currently exist or will
exist in the future.

D. Centrex and/or Centrex-like services that currently exist or will exist in the
future.

E. Digital subscriber line, ISDN, frame-relay, and other high capacity line
services.

F. Ancillary Services (911, directory listing, directory assistance, etc.).
G.	 Interexchange (switched and dedicated services): 1+ and 101XXXX

outbound dialing; 800/888 toll-free inbound dialing; calling cards; and data
services.

6. Covista has the technical, financial and managerial ability to provide the
indicated services.

7. By enacting the Telecommunications Act of 1996, Congress has established a national
public policy of opening the local exchange to competition and increasing the level of competition
in all other areas of telecommunications services. Congress perceived a need for such competition,
and Covista hopes to meet this need to the ultimate benefit of North Dakota consumers.

8 Covista intends to provide local exchange telecommunications services in those
geographic areas in North Dakota currently served by Qwest as illustrated in the exchange area
maps attached hereto as Exhibit 3.

9. The Public Service Commission ("Commission") for the State of North Dakota has
Authority to grant this application under the provision of Chapter 49-03.1 of the North Dakota
Century Code and the Commission's Rules of Practice and Procedure.



, 2003.

Covista, Inc.

By: A
Lance J.M. St 	 , Esq.ALance JM Ste . 	 , PC
1720 Windward Concourse
Suite 250
Alpharetta, Georgia 30005
(770) 232-9200
Attorney for Applicant

WHEREFORE, Covista respectfully requests that a Certificate of Public Convenience and
Necessity be issued for the services sought herein following appropriate notice; and further,
Covista respectfully requests that the Certificate of Public Convenience and Necessity be issued
without hearing, if appropriate, according to the applicable statutes and the rules and regulations of
the Commission.



Exhibit 1: 	 A copy of the Certificate of Authority of Covista issued by the State of
North Dakota
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Exhibit 2: 	 A certificate of Good Standing from the State of North Dakota



State of North Dakota
SECRETARY OF STATE

CERTIFICATE OF GOOD STANDING
OF

COVISTA, INC.

ACCORDINGLY the undersigned, as such Secretary of State, and
by virtue of the authority vested in him by law, hereby issues this
Certificate of Good Standing to

Issued: May 8, 2003

i,„1"8r-tr
Alvin A. Jaeger
Secretary of State

.41

3
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?4-

71-
.-A

The undersigned, as Secretary of State of the State of North
Dakota, hereby certifies that COVISTA, INC. , a New Jersey
corporation, authorized to transact business in the State of North
Dakota on November 20, 1997, and according to the records of this 	 a•
office as of this date, has paid all fees due this office as required by 	 71-
North Dakota statutes governing foreign corporations.

.71
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Exhibit 3:	 Service Area Map
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Exhibit 4:	 A copy of Covista Communications, Inc.'s Form 10-K for the year ended
January 31, 2002 and Form 10-Q for the period ended October 31, 2002
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, 	 , 	 ...,.
I 	 ' Aggregate market value (based upon a•4.29 closing price). of the voting ofrxficheld by mandates of Covista as of

Ir
. 	 April 30, 2002 $16,360,911 	 . .

. •

.1;	 . 	 Number of shares of Compton Stock outstanding on April 30, 2002: 12,638,949
; 	 . 	 • 	 .
i 	 Documents incorporated By Reference:

None

Securities registered pursuant to Section 12 (g) of the Act
. 	 • Common Stock, $.05 par value per share

Indicate by check mark whether Covista Communidations, Inc. eCoviste or the tompanr)(1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Echange Act of 1934 during the preceding 12 months.' '
(or for such shorter period that Covista was required to file such reports), and (2) has been sublect to such filing
requirements for the past 90 days. 	 • 	 •

• Yes .25.. No •
•.•

Indicate by check mark if disclosure of delinquent filers puttuant to item 405 of Regulation S-K Is not contained
herein, and will not be contained, to the best of Company's knowledge, In definitive proxy or information statements •
incorporated by reference in Part III of this Form 10-K or any amerubnent to this Form 10-K 	 • 	 D

UNITED STATES
• SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

'(Mark one) '
	 FORM 111-K

X 	 ANNUAL REPORT PURSUANT TO SECTION 13 OR 1.5 (d) OF THE SECURITIES .

EXCHANGE ACT OF 1934 •

• For the Fiscal year ended 	January 31. i002 

OR -

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934 [NO FEE REQUIRED] •

For the transition period from 	 to 	 •

Commission File Number 0-2180

.• COVISTA COMMUNICATIONS._ INC. : '
(Exact name of Company as specified in Its charter)

New Jersey 	 . 	 221656895'. 
(State or other jurisdiction of 	 (I.R.S. Employer •
Incorporation• or organization) . 	 Identification No.)

4803 Highway 58 North. Chattanooga, TN 37416
(Address of principal executive otfices)(Zp -Code)

Company's telephone number, including area code: (423) 648-9700 •

•Securities registered pursuant to Section 12 (b) of the Act
• None



fAiUT •

- • R 	 C - A Igkl1;illb.,

Certain matters cleCusseclin this Annual Report on Fonn 10-K tue•otwerd-looldng statements° intended to
qualify for the safe harbor from liability provided by the Private Securities Utigatton Refomi Act of 1995. These forward-
looking statements can generally be Identified as such because the context of the statement will include words such as
Covista '"antidp.aterf, 'expects", or words of similar import. Similarly, statements which describe Covista's

Arturo plans, objectives Or goals are also forwardlooldng statements. Such fonivard-looldng statements are subject to
certain risks and uncertainties whir* are described in close prodmity. to such statements and which could cause actual

•results to differ materially from those artdpated as of the date of this Report Shareholders, potential investors and
other readers are urged to consider these factors in evaluating the forward-looking statements and are cautioned not to
place undue reliance on such forward-looking statements. The forward-looking statements included herein are only
made as of the date of this Report and Covista undertakes no obligation to publicly update such forward-looking
statements to reflect subsequent events or drcumatences.

ITEM 1. ► • Business
General 61 • • • • -

Covist was incorporated . In 1959 as Faradyne Electronics Corp. in November 1991, Covista Cerhanged its
name from Faradyne Electronics Corp. to Total-Tel l)SA Communications, Inc. In September, 2000, Covlsta
adopted its present name, CovistaCommunications, In

• Covista is a long distance telecommun

▪ 

ications, Internet and data services provider. Covista operates two
distinct business segments: retail and wholesale. The retail segment provides long distance, data and Internet
services to small and medium sized businesses, 01114* In the Northeast region of the United States. The
wholesale segment sells long distance telecommunication services to other carriers for resale. Covista utilizes It
own switching equipment and leased fiber optic transmission cable. CoVista's products and services Include a
broad range of voice, data and Internet solutions, including long distance and toll-free services; calling cards, data; •
Internet access, virtual private network, directory assistance and teleconferencing services. The wholesale division
provides' doMestic and international termination services to carriers worldwlde at competitive lutes. Covlsta•
Currently owns and operates three switches, one In New York City , one in Newark, New Jersey, and one in
Philadelphia Pennsylvania and announced plans to expand to additional switch sites in Minneapolis, Dallas and
Chattanooga. In July 2001, Covista announced that it had acquired long-term access to nationwide network
facilities comprising 2,822,400,000 channel miles of telecommunications capacity measured by length of voice-
grade circuits. In addition, Covista currently offers Internet services using two routers that it owns and operates
located In New York City and Northern New Jersey. Covlsta processes approximately 86 percent of all tts call
volume through its own facilities. Covista also operates a network operations center in Northern New Jersey .to

•. monitor and control its New Jersey network and to coordinate its various services. In October, 2001; Covista
announced the opening of a new call center facility In Chattanooga, Tennessee, and that it is planning to relocate
its corporate headquarters to Chattanooga from Little Falls, New Jersey. Covista previously was known as Total-
Tel USA Communications, Inc.

•
'• In the retail market, Covista has segmented potential customers and tailored its service offerings, sales,

marketing approach and network development to provide service in a cost-effective manner. Covista belleves•its
customer service to be one of its principal competitive advantages. Covlsta applies a dedicated team approach to
soliciting and servicing its clients, vvith substantial involvement of sales, custcimer'service and technical personnel
in all aspects of customer relations. Covista Intends to continue to tale its efforts on small to medium-sized
businesses wtth..sales of $1 million to $80 millionand monthly comMunications. bills that range from $500 to
$30,000. Covista's focus on customer service has. also enabled it to attract larger customers. During the fourth
quarter 2002, Covista continued expanding services into the residential retail market wfth a new product offering.

. For Fiscal 2002, Covlsta had gro

• 

ss revenues of approximately $95 million, derived approximately 50%
from wholesale and 50% from retail services. For FIscal 2001, Covista's gross revenues were approximately $134
million. Covista's retail sales activities have been concentratedin Northern New Jersey and New York City, where,
Covista believes, approximately half of all United States multinational corporations have headquarters. Based on
industry sources, this area is believed to represent 40% of the total United States telecommunications market For
the near term, at least, Covista Intends to' continue Its efforts on further penetrating commercial users of its services
in the Northeast, from the Washington, D.C. market through Boston, Massachusetts, and to augment the SerViCes
offered to its customers.

Covista's principal executive offices am located at 4803 Highway 58 North, Chattanooga, TN, 37418, and
its telephone number Is (423) 848-9700. . 	 . 	 .



INDUSTRY OVERVIEW 

History and Industry Development • 	 • •••

Prior to 1984, AT&T dominated both the local exchange and long die 'time marlietplaces by owning the
operating entities that provided both local exchange and long distance services to most of the United States
population. Although long distance competition began to emerge In the late 1970s, the critical event triggering the
growth of long distance competition was the breakup of AT&T and the separation. of its local and long distance
businesses as mandated by the Modified Final Judgment (the 'IMFJ") relating to the breakup of AT&T. To foster
competition in the long distance maddit, the MFJ prohibitecLAT&Ts divested local exchange businesses, the
Regional Bell operating Companies ("REOCa"), from acting as single-source providers of telecommunications
services. •

• •
Although the MFJ established the preconditions for competition in the market for long distance services in

1984, they Market for local exchange services has, until recently, virtually been closed to competition and has
largely been dbminated by regulated monopolies. Efforts to open. the local exchange market begin In the late.
1980ton a•state-by-state basis.

The Telecommunications Act at 1998, (the 1996 Act"), is considered to be the moat comprehensive •
reformat the•atian's telecommunications laws, affect the development of competition for local telecommunications
services. The 1996 Act provides for the removal of legal barriers to entry Into the local telecommunications
services market, the Interconnection . of the incumbent Local Exchange . Canter (the ILEC, network with-
competitors' networks and the relaxation of the regulation of certain telecommunications services provided by Local
'Exchange Centers ("LECs") and others. Procedures and requirements were established to be followed by the
RBOCs,'Including the requirement that RSOCa offer local services for resale as a precondition to their. altering ithe
long distends and telecommunications equipment manufacturing markets. •

••
• I •

• The continuing deregulation of the telecommunications Industry and technological change has resulted In
an Increasingly information-intensive business environment. Regulatory, technological, marketing and competitive
trends have substantially expanded Covista's opportunities in the converging voice and data communications
services markets. For example, technological advanOes, Including rapid growth of the Internet, the increased use
of packet switching technology for voice communications, and the growth of multimedia applications, are expected
to result rnsubstantiat growth In the high-speed data services market 	 -

This new market opportunity should permit Competitive Local Exdhange Carriers ("CLECs") with operating
and marketing expertise to offer a full range of telecommunications services, Including local and long distance
calling, toll-free calling, custom calling features, data services, and Internet access and services.
Telecommunications companies with an established base of long distance customers may have an opportunity to
sell additional services to such customers. t •

• . • •
Covista has observed that REOCs and the Tier I carriers (carriers• with annual revenues In excess of $5

billion), primarily concentrate their sales and marketing efforts on residential and large business customers. Thus,
Covista believes there is a significant market opportunity with respect to small and medium-sized businesses to
which customer service may be a significant part of their buying decision. Covista has also entered the residential
long distance business which Covista had not previously concentrated its marketing efforts.

•.
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Network
• .

Covistai strategy has been to develop a geographic concentration of revenue-producing customers
through the sale of telecommunications services in areas where it has installed switching' platforms.

Current Network
•• •

•••, 	 • 	 Switches. Currently, Covista operates an adverted telecommunications network that includes three
. Alcatel switches, located In New York City, Newark, New Jersey and Philadelphia, Pennsylvania. The Philadelphia
•switch was acquired•from a Merger with Capsule Communications (see Subsequent Events). Covista has installed

- Alcatel DEX 600 switches in .Newarlc•and • Philadelphia and-a Megahub DEX600E switch in NeW York, which•
11 	 4' provides :Intereirchange switching capabilities and is currently being used as Covista's International gateway

switching platform. Covista Is Installing three Alcatel DEC 600 switches, one in Minneapolis, one In Dallas and one
In Chattanooga which are scheduled to be operational in FY2003. •

•
In July•2001, Covista announced that it had acquired long-term access to nationwide network facilities•

comprising 2,822,400,000 channel miles of telecominunications capacity measured by length of voice-grade•
drculte.

• During Fiscal 2002, Covista billed approximately 1.08 billion minutes; with approximately 85% of its•:0

minutes•overik own switches. Covista believes that increasing the traffic canted on its own network would Improve
• operating margind. 	 •

•
• .

intemationaL Covista Is interconnected with a Amber of United States and foreign wholesale
international carriers through its New York switch. The purpose of connecting to a variety of carders is to provide
state-of-the-art, lowest-cost routing and.network reliability. These Interconnected International carriers are also a
source of wholesale Intemational•traffic and revenue. . •

• ' 	 •. 	 .ty.
: • 	 Internet. Currently, Covista owns and operates an IP (Internet Protoccii) Network that includes two Cisco

7500 routers, located in New York City.•Covista also owns and operates. an  Ascend TNT remote access server
(RAS) located in New York. The RAS provides dial-up Internet access services. Through associations with
providers• of wholesale Digital Subscriber Lines ("DSL"), Covista offers DSL Internet service in the Philadelphia,
New York, New Jersey and Connecticut markets. Covista also offers Internet services over dedicated DSO, DS1
and DS3 digital transmission circuits. '

•

Other Featurk. Covista is interconnected by SS7 out-of-band digital- signaling throughout its network.
The SS7 signaling system reduces connect time delays, thereby enhancing overall network efficiencies.
Additionally, the SS7 technology is designed to permit the anticipated expansion of Covista's Advanced Intelligent
Network rm." capabilities throughout its network. Covista's advanced switching platform would enable it to (I)
deploy features and functions quickly throughout its entire network, (11) expand switch capacity in a cost-effective
manner, and (Ili) lower maintenance costs through reduced training and spare parts requirements. . •

•
Security and Reliability. Covista has a Network Operating Center (NOC) in Northern New Jersey, which

monitors and controls Covista's network and coordinates its various services from a central location, increasing the
security, reliability and efficiency of Covista'a operations. Centralized electronic monitoring and control of Covista's
network allows - Covista to avoid duplication of this function In each switch site. The NOC also helps redeem
Covista's per-ctistorner monitoring and auitomer service =casts. • in addition; Covistaa network employs an
"authorized access" architecture. *like many telecommunications companies, which allow universal access to
their network, Covista utilizes an automatic number identification security screening architecture which ensures
only the Automatic Number Identification (ANIs) of those users who have subscribed to Covista's services and
have satisfied Covista's credit and provisioning criteria have access to the network. Covista believes that this
architecture provides Covista the ability to better control bad debt and fraud. In a manner which Is invisible and
nonintrusive to the customer: This architecture also allows Covista to better. manage network capacity, as
unauthorized and unplanned users cannot access the network' Covista plans to relocate the NOC to the Corporate

• Headquarters In Chattanooga TN in Fiscal Year 2003.

PRINCIPAL. PRODUCTS AND SERVICES

Product and Service Offerings

Covista offers retail telecommunications services primarily to small and medium-sized businesses and
. residential long distance users. Covistai retail service offerings currently include , long distance, and tcli-free
. services (both with and without an AIN), multiple access.options, card, data, Internet access, DSL.• • _ 	 eema.nows 1.4.41 	 tifirnASHC and



Current Sandals
•

Retail Services. Covista provides telecommunications services to over 10,000 commercial customers,'
primarily small and medium-sized businesses located in the Northeastern region Otte United States. Covista sons .
retail services through its Independent marketing representative's. Retail commercial communications sail/Ides
accounted for approximately 50% of Covista's Fiscal 2002 revenues, and produced revenues of apprcadmately
$47,423,000 in Fiscal 2002 and $53,487,000 In Fiscal 2001. Retail revenues felt in fecal 2002 due to &Mimed

.
downward pricing pressure and reductions In volume, which Covista attributes to ever Increasing competition within
the industry. In .addition, the attack on the World Trade Center on September 11, 2001 had a direct negative

	

impact on the retalVsales of Covista due to damage to the switch located In New York City. 	 While Covista
believes that it may return to Its previous volume level.% as the worldwide demand for communications services
increases, it also believes that the intense competition for those minutes from other telecommunications providers
will continue to force down prices. This continued downward effect on price may adversely affect operations.

.Covista's retail services include the following:

• Long Dietaries: Covista offers a full range of switched and dedicated domestic and international long
distance services, including 61+" outbound service in all 50 states alOng with global termination to over

1200 countries. Long distance services Include Intro-LATA (Local Access Terminating Area), inter-LATH,
and worldwide international services. Long distance features include both verified and non-verified
accounting codes, station-to-etaffon 'calling, third-party calling, directory assistance and operator-assisted•
calling.

• Toll-free Services: Covista offers a full range of switched and dedicated domestic toll-free services,
Including toll-free origination in all 50 states, international toll-free origination from over 30 countries, and
toil-free directory assistance. A1N enhanced toll-free services include the following features: Command
Routing, Dialed Number' identification Service Area Code/Exchange Routing, Real Time Automatic
Number Identification Delivery, Day-of-Year Routing, Day-of-Week Routing, 11mo-of-Day Routing,
Percentage Allocation Routing, PIN protected 800 services, integrated voice response services and store
locator services.

• Access Options: Covista diem Its long distance and toll-free customers multiple access options,
including dedicated access at DSO, DS1, and DS3 speed(s) and switched access.

•
• '

Calling Card and Services: Covista offers nationwide switched access, customized calling card
services. Customers have the option of calling cards, which are personalized, branded or generic.

•• Internet Covista currently offers high-quality, dedicated psi_ and dial-up Internet access, e-mail, IP
addressing and Domain Name Services.

. 	 .
• Data Services: Covista offers advanced data transmission services, including private line and. Frame

Relay services. Data services have multiple access options, including dedicated access at DSO, DS1,
and DS3.speed(s) and switched access. 	 . 	 .

.:. 	 • 	 . 	 -
• 'Customer Management Control Features: All of Covista's CM terftets hie. the option of customized

management reporting %Owes, including interstate/Intrastate area code summaries, international
destination matrix, daily usage summaries, state summaries, time of day summaries, duration distribution

i • - . 	 matrix, exception reporting of tong duration calls, and incomplete and blocked call reporting.
11 , - •

Wholesale.Services. Covista offers the following wholesale service= domestic and international termination, switch
ports, colocatlon facilities and transport services to a broad spectrum of doinestic and International carriers. Covista
offers international wholesale termination and transport services primarily to domestic •and international

• telecommunicatiOns•arders. Once Covista Interconnects with a 'carrier customer, the carrier May utilize Covista on
an as-needed basis, depending upon the pricing offered 'by Covista and its competitors as • well as capacity.
Covista has been tested and approved as an authorized canter for, and included in the routing tables of all of its
long distance and international carrier customers. Covista's wholesale results were severely affected by the
September 11 terrorist attack. The Company suffered the temporary loss of its New York City switch, which is
situated in the immediate vicinity of the World Trade Center. As a result, Covista incurred a significant reduction in
wholesale revenues. The impact of the revenue loss, combined with additional expenses, was in excess of
approximately $5,000,000. Covista has filed an Insurance claim for losses and expenses associated with the

__events of September 11, and received an initial $1...00np00 In the FY 2002. The total claim and final settlement..
cannot be determined at this time. Wholesale revenues were approximatelymately...$421889Am,000. and $71,7. 4.3.2000 during



CUSTOMEA BASE

Telecommunications Services Market

• Overview of the United States Market The United States market for telecommunications services can be
divided into four basic service sectors: long distance, local exchange, Internet access and international.

Long Distance Services. A. !Ong distance 'telephone call can be envisioned as consisting of . three
. segments. Starting with the originating cuatomer, the call travels along a local exchange network to a long distance
carriraes• point • of 'presence (120121. At the POP, the call Is combined with other calls and sent along a long
'distance network to a P.OP on the long distance canter's network near where the call will terminate. The call Is
then sent from this POP along a locainetworic to the terminating customer. Long distance carriers provide only the

: connection between the two local networks; and, uniets the long distance' carrier is a local service provider, pay
access charges to LECs for originating and terminating calls. 	 • 	 •

Local Exchange Services. Alocal.call is one that does not require the services of a long distance carder.
In general, the local exchange carrier connects end-user customers within a loCally defined area known as a Local

• Access and Transport Area or ILATA" and also provides the local access (Ingress and egress) of most long
• distance calls.• .

Internet .Service. Internet services are genentily provided in at least two distinct segments. A local
network connection is required from the Internet Service Provider (9SP) customer to the ISP's local facilities. Per
larger communication-intensive users and for content providers, the connections are typically unswitched,
dedicated connections provided by LECs, Intelligent Call. Processing (10 31, or other providers, either as
independent service providers or, in some cases, by a carrier that Is both a Ccimpedt1ve Local Exchange Carrier
(CLEC ) and an Internet Service Provider ( ISP). For residential and small and medium-sized business users,
these connections are generally Public Switched Telephone Network ("PSTN") connections obtained on a dial-up
access basis as a local exchange telephone call. Once a local connection is made to the ISP's local facilities,
information can be transmitted and obtained over a packet-switched IP data network, which may consist of
segments provided by • many interconnected networks operated by a number of ISPs. The collection of
interconnected networks makes up the Internet. A key feature of Internet architecture and packet switching is that
a single dedicated channel between communication points is never established which distinguishes Internet-based
services from the PSTN.

International Service. A typical international long distance call originates on a local exchange network or
private line and is carried to the international gateway switch of a king distance carrier. The call is then transported
along a fiber optic cable or a satellite connection to an international gateway switch in the terminating country and,
finally, to another local exchange network or private line where the call is terminated. Generally, only a small
number of carriers are licensed by a foreign country for international long distance and, in many countries, only the
Postal Telephone & Telegraph administration ("PTT') is licensed or authorized to provide international long
distance service. Any carrier which desires to transport switched calls to or from a particular country, In addition to
obtaining a license or other permission (if required), must enter Into operating agreements or other arrangements
with the PTT or another International carrier in that country or lease capacity from a carrier which already has such
arrangements.. •

•
Market Opportunities . 	 .

As a result of the 1996 Act and other Federal, state, and international Initiatives, • numerous
telecommunications markets have been opened to competition. In addition, the increasing globalization of the
world economy, along with increased reliance upon data transmission and Internet access, has expanded
traditional telecommunications markets. Covista has targeted its services principally to small and medium-sized
businesses based upon its belief that such customers are not aggressively targete•by Tier I providers and are
underserved with respect to customer service and support. Also, Covista, through a recently introduced product
offering, is targeting residential long distance Users with conipetitIve rates for domestic and international long
distance usage.



COMPETITION

Overview 	 •
•

Covista operates in a highly competitive Industry and estimates that it lies no greater than a 1% share of
the market In which it operates. Covista expects that competition will continue to intensify In the future due to
regulatory changes, Including the continued implementation of the 1998 Act, and further Increases in the size,
resources, and number of market participants. In each of its markets, Covista will face competition from larger,
better capitalized Tier I and Tier II providers and ILECs and CLECa. While new business opportunities may be
made available to Covista through the .1998 Act and other federal and state regulatory initiatives, regulators are

•niikelyto 'provide ILECs with an increased degree of flexibility with regard to pricing of their services as competition
Increases.' •

Competition for Covista's products and services is based upon price, quality, the ability to bundle services,
name recogrdtion, network reliability, service features, billing services, perceived quality and responsiveness to
customers' needs. While Covista believes that it currently has certain advantages relating to price,' quality,

• customer service and responsiveness • to .customer needs; there Is no assurance that Covista will be able to
Maintain these advantages or obtain additional advantages. A continuing trend toward business combinations and
alliances in the telecommunications industry may create significant new competitors to Covista. Many of Covista's
mdstingend potential competitors have financial, technical, and other resources significantly greater than those of
'Covista. In addition, in- December, 1997, the FCC issued rules to Implement the provisions of the World Trade
Organization Agreement on Basic Telecommunications, which was drafted to liberalize restrictions on foreign
ownership of domestic telecommunications companies and to. allow foreign telecommunications companies to
enter domestic markets: The new FCC rules went Into effect In February, 1998 and 'am expected to make it
substantially easier for many non-United States telecommunications companies to enter the United. States market,
thus further increasing the number of competitors. The new rules will also give non-United States individuals and
*corporations greater ability to Invest In United States telecommunications companies, thus increasing the financial
and technical resources potentially available to existing and potential competitors as well as Covista. 	 .

Long Distance Market 	 •

The long distance telecommunications industry Is highly competitive and affected by the Introduction of
new services by, and the market activities of, major industry participants. Covista competes 'against various.
national and regional long distance carriers, including both facilities-based providers and awitchiess resellers
offering essentially the same services as Covista. In addition, significant competition is expected to be provided by
ILECa including RBOCs. Recently, Verizon, the RBOC for Covista's region, has been authorized to provide long
distance services in certain states. Covista's success will depend upon its ability to provide high-quality services at
prices competitive with, or lower than, those charged by its competitors. In addition, a high level of customer
attrition or "chum" has characterized the long distance industry. Such attrition Is attributable to a variety of factors,
including initiatives of competitors as they engage In advertising campaigns, marketing programs, and provide cash
payments or other incentives. End users are often not obligated to purchase any minimum usage amount and can
discontinue service without penalty at any time. Covista's revenue has been, and is expected to continue to be,
affected by chum.

Tier I proViders and other carriera have implemented new price plans aimed at residential customers with
•significantly simplified rate structures, which may have the impact of lowering overall long distance prices. There
can also be no assurance that long distance canters will not make similar offerings available to the small to
medium-sized businesses,• which Covista primarily serves. While Covista believes that small and medium-sized
business customers pre not aggressively targeted by large long' distends providers, such as the Tier I providers,
there can be no assurance that Covista's customers and potential customers will not be targeted by these or other
providers in the future. Additional pricing pressure may come from IP transport, which is a developing use of
packet-switched technology which can transmit voice communications: at a cost which may be below that of
traditional circuit-switched long distance service. While IP transport is not yet available in all areas, its use requires
the dialing of additional digits.. While the service has generally produced sound quality inferior to traditional long
distance service, ltdould eventually be perceived as a substitute for traditional long distance service. This, in turn,
could put further pricing pressure on long distance rates. Any reduction in long distance prices may have a
material adverse effect on Covlsta's business, financial condition and results of operations.

Some of Covistai principal competitors are also major suppliers of services to Covista. Covista both links
•its switching equipment with transmission facilities and services purchased or leased from these suppliers, and also
resells services obtained from these suppliers. 'There can be no assurance that these suppliers will continue to
offer services to Covista at competitive rates or on attractive terms, if at all, and any failure to do so could have a
material adverse effect on 	 -	 . •	 - • - • •
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• Seasonal Nature of Business

Company's business Isnot sestina'.

.• 	 Patents, Trademarks, Licsiisets,•etc. 	 •

. Company does not hold any material patents, franchiseeoiconcessions. •

. GOVERNMENT REGULATIONS 
. 	 • 	 •

,Overview
• • 	 •

Dovista's services are subject. to regulad on by federal, state and Itical•governmenial agencies. The FCC
exercises jurisdiction over all facilities and services of telecommunications common carriers to the extent those
facilities are used to provide, originate or terminate interstate or international communications. State regulatory
agencies retain jurisdiction over canters' facilities and services to the extent they are used to originate or terminate
intrastate communications. Municipalities, and other local government agencies may require carters. to obtain

'• licenses or franchises regulating use of public rights-of-way necessary to Install and operate their networks, The
. . networks are also subject to numerous local regulations such as building codes, franchises, and rights of way
•• illcensing.:requirements. Many of the 'regulations Issued by these regulatory bodies may be subject to judicial

•'review, the results of which Covista la'unable to predict.

. Federal Regulations - The 1996 Act . 	 •

Statutory Requirements. The 1996 Act requires all LECs (Including ILECa and DLECs, (1) not to prohibit
or unduly restrict resale of their services; provide local number portability; (Ili) to provide dialing parity and .

nondiscriminatory access to telephone numbers, operator services, directory assistance, and directory listings; (1v) •
to afford access to poles, • ducts, conduits, and rights-of-way; and .(v) to establish reciprocal compensation
arrangernents for the transport and termination of local telecommunications traffic. It also requires ILECa • to
negotiate local interconnection agreements in good faith and to provide interconnection(a) for the transmission and
routing of telephone exchange service and exchange access, (b) at any technically feasible point within the ILEC's
network, (c) which is at least ecjual in quality to that provided by the ILEC to itself, its affiliates, or any other party to
which the ILEC ProVides interconnection, and (d) at rates and terms and conditions which are just, reasonable and
nondiscriminatory. ILECa also are required under the 1996 Act to provide nondiscriminatory access to network -

elements on an unbundled basis at any technically feasible point, to offer their local telephone services for resale at
wholesale rates, and to facilitate colocatton of equipment necessary for competitors to interconnect with or access
Unbundled Network Elements rUNEsi. .  •

The 1996 Act also eliminates the existing AT&T antitrust consent decree, which barred the provision of
long distance services and manufacturing by the RBOCs. in addition, the 1998 Act requires RBOCa to comply with
certain safeguards and offer interconnection which satisfies a prescribed 14point competitive checklist before.
RBOCs are permitted to provide In-region Inter-lATA services. These safeguards are designed to ensure that.the
RBOCs competitors have acmes to local exchange and exchange access setvices on nondiscrirninateny terms and
that the subscribers of regulated non-competitive RBOC services do not subsidize their provision of competitive
services. The safeguards also are intended to promote competition by preventing RBOCa from using their market.

-power in local exchange services in order to obtain an anti•competitive advantage In the provision of other services.
RBOCa have the ability to provide,out-of-region long-distance services and if they obtain authorization and under
prescribed circumstances, may provide additional in-region long-distance services. In December 1999, the FCC
granted Bell Atlantic's (now Verizon) application to offer in-region tong distance services in New York, marking the

'first time since the breakup of AT&T that an RBOC has been able to provide its customers with both local and long
distance service. • . 	 .• •• . 	 . .

The 1998 Act also granted impoitant regulatory relief to induthy segments which compete with CLECa.
•ILECs were given substantial new pricing fte3dbillty. RBOCa also were granted new rights to provide certain cable •

• N services. Inter Exchange Carriers ('iXCe) were pemitied to construct -their own local facilities and/or resell
local services. State laws may no longer require CANS to obtain a franchise before offering telecommunications;
services nor permit CATVe' franchise fees to be based an their telecommunications revenue.' In addition, under the
1998 Communications Act, all utility holding companies are pentad to diversify into telecommunications services

-through separate subsidiaries. 	 '

FCC Rules Implementing the Local Competition Provisions of the 1996.Act. In August 1996, the FCC
released a First Report and Order, a Second Report and Order and a Memorandum Opinion and Order (combined,

.the InterconnectImOrdere) which established a framewrirk of minimum, national rules enabling state Public.Utilfty..._ .
Commissions (TUCal• and Public Service Commissions ("F'SCa l),• and the FCC to begin implementing many of —

.1. A wartslin



make available to competitors upon request and a methodology for states to use in establishing rates for.
Interconnection and the purchase of UNEs.. The FCC also adopted a methodology for States to use when applying
the 1996 Act *avoided cost standard" for setting wholesale prices with respect to retail services. •

•
The U.S. Supreme Court affirmed the authority of the FCC to establish Mei governing interconnection. deviate .
believes that additional disputes regarding interconnection issues and other related FCC actions are Rely. In
particular, the Supreme Court remanded to the FCC lames regarding what UNEs the FCC will require ILECa to
make available to competitors. In November 1999, the FCC released a decision modifying the list of UNEs which
all ILECa must offer to other carriera. .The Eighth Circuit decisions and their reversal by the Supreme Court
continue to cause uncertainty about the rules governing the pricing, terms and conditions of interconnection
agreements. The Supreme Court's ruling and further proceedings on remand (either at the Eighth Circuit or the
FCC) may affect the scope of the PUCa'.and PSCa' authority to conduct arbitration proceedings or to implement or
enforce Interconnection agreements. The ruling could also result in new or additional rules being promulgated by
the FCC. Given the ongoing uncertainty surrounding the effect of the Eighth Circuit decisions and the decision of
the Supreme Court reversing them, Covista may not be able to obtain er enforce interconnection terms acceptable
tolt or that are consistent with its business plans.

Other Federal Regulations

In - general, the FCC has a policy of encouraging the entry of new competitors in the telecommunications
industry, and • preVenting anti-competitive practices. Therefore, the FCC has established different levels of
regulation for dominant carriers and non-dominant carriers. For purposes of domestic common carrier
telecommunications regulation, large ILECa are currently considered dominant 'carriers, while CLECa are •
considered non-dominant carriers.

• Tariffs. As a non-dominant canter, Covista may install and operate facilities for the transmission of
domestic interstate communications without prior FCC authorization. Services of non-dominant
carriers have been subject to relatively limited regulation by the FCC, primarily consisting of the filing
of tariffs and periodic reports. However, non-dominant carriers like Covista must offer interstate
services on a nondiscriminatory basis, at just and reasonable rates, and remain subject to FCC
complaint procedures. With the exception of Informational tariffs for operator-assisted services and
tariffs for interexchange casual calling services, the FCC has ruled that IXCs must cancel their tariffs
for domestic interstate Interexchange services. Tariffs continue to be required for international
Services. Pursuant to these FCC requirements, Covista has filed and maintains tariffs for its
Interstate services with the FCC. All of the interstate access and retail 'basis" services (as defined by
the FCC) provided by Covista are described therein. "Enhanced' services (as defined by the FCC)
need not be twitted. Covista believes that Its proposed enhanced voice and Internet services are
"enhanced" services which need not be. tariffed. However, the FCC is reexamining the "enhanced'
definition as It relates to IP transport and Covista cannot predict whether the FCC will change the
classification of such services.

• lniemaffcnal Services. Non-dominant carriers such as Covista are required to obtain FCC
authorization pursuant to Section 214 of the Communications Act and file tariffs before proViding
international communication services. Covista has obtained authority from the FCC to engage In
business as a resale and facilities-based International • carrier to provide voice and data
communications services between United States and all foreign points.

• 1LEC Price Cap •egulation Reform. In 1991, the FCC replacedtraditional rate of return regulation
for large ILECa with 'price cap regulation. Under price cape, ILECs can raise prices for certain
services by only a small percentage each year. In addition, there are constraints on the pricing of
ILEC services which are competitive with those of CLECa: In September 1995, the FCC proposed a
three-stage plan which would substantially reduce ILEC price cap regulation as local markets.become
increasingly cempelitive and, ultimately, would result in granting ILECa nondorninant status. Adoption
of the FCC's proposal to reduce significantly its regulation of ILEC pking would significantly enhance
the ability of ILECs to compete against Covista and could have a material adverse effect on Covista.
The FCC released an order In December 1996 that adopted certain of these proposals,. Including the
elimination of the lower service band index limits on price reductlens within the access service
category. The FCC's December 1998 order also eased the requirements necessary for the
introduction of new *services by ILECs. In May 1997, the FCC took further action updating and
reforming its price cap plan for the ILECs. Among other things, the changes require price cap ILECa
to reduce their price cap indices by 6.5 percent annually, less an adjustment for inflation. The FCC
also eliminated rules that require ILECa earning more than certain specified rates of return to "share"
portions of the e*cegielott their access customers during .the next year in the form of lower access .
rates. In August, 1999, the FCC again took action designed to grant greater flexibility to price cap

•r or!.3-,34 rf,rnnsztarnn develons....These reforms should facilitate the. removal of services from price



deaveraging of rates for services in the trunking basket and removal, upon implementation of toll
dialing parity, of certain Interstate interexchange services from price cap regulation. These actions
could have a significant impact on the interstate access prices charged by the ILECa with which
Covista expects to compete.

• Aces .vr Chary*. Over the past several years, the FCC has granted ILECs significant %Abil In
their pricing of interstate special and switched access services. Under this pricing scheme,

ity
ILECs

may establish pricing zones based on access traffic density and charge different prices for each zone.
Covista anticipates that this pricing fleilbility should result In ILECs lowering their prices In high traffic
density areas, the probable area of competition with Covista. Covista also anticipates that the FCC
will grant ILECs increasing pricing flexibility as the number of interconnections and competitors
increases. In May, 1997, the FCC took action to reform the current interstate access charge system.
The FCC. adopted an order which makes various reforms to existing rate structures for interstate
access designed to move access charges, over time, to more economically efficient rate levels and
structures. The FCC recently granted LECs additional pricing flexibility. As such, the carriers may
offer volume discounts which may benefit larger long distance carriers.

The FCC has also implemented' changes In Interstate access rules that result in restructuring of the
'access charge system and changes In access charge rate levels. As of January 1998, access
charges incurred by Covista are being passed on to end usersf In May 1999, the U.S. Court of
Appeals (D.C. Circuit) sent the access rate formula back to the FCC for further explanation regarding
how certain factors were calculated. These and related actions. may change access rates. If the
formula is upheld, and access rates are reduced,. the result will be a lower cost of providing long
distance service, especially to business customers. • The impact of these new changes will not be
known until they are fully Implemented over the next several years. In a related proceeding, the FCC
has adopted changes to the methodology by which access has been used In part to subsidize
universal telephone service and other public policy goals. Telecornthunications providers Hire Covista
pay fees calculated as a percentage of revenue to support these goals. The full Implications of these
changes. remains uncertain and subject to change.

• P1CC. As part of Access Reform mandated in the Telecommunications Act of 1998, beginning in
1998, local phone companies were permitted to assess the Pre-subscribed interexchange Carrier
Charge, also known as 'PICO" The 6PICC! is a monthly per line cost charged by the local telephone
company to every long distance qarrier for each customer phone line that is pre-subscribed to that
carrier. PICC charges are billed to the end users.

• Universal Service Reform. In May, 1997, the FCC released an order which reforms the current.
system of Interstate universal service support and implements the universal service provisions of the
1998 Act. The FCC established a set of policies and rules designed to ensure that low-income
consumers and consumers who live in rural, Insular and high-cost areas receive a defined set of local
telecommunications services at affordable rates. This was to be accomplished in part. through
expansion of direct consumer subsidy programs and In part by ensuring that rural, small and high-
cost. LECa continue to receive universal service subsidy support. The FCC also created new
programs to subsidize connection of telecommunications networks to eligible schools, ilbiaries and
rural.health care providers. These programs were to be funded by assessment of eligible revenue of
nearly all providers of . Interstate telecommunications carriers, Including Covista.

•
Covista, like

• 

other telecommunicalions carriers providing interstate telecommunications services, Is
required to contribute a portion of its end-user telecommunications revenue to fund universal service
programs. These contributions became due beginning in 1998 for all providers of interstate
telecommunications services. Such contributions were to be assessed based qn intrastate, interstate
and international end user telecommunications revenue: Contribution factors vary quarterly and
carriers; including Covista; are billed each . month. in addition, many state regulatory agencies have
instituted proceedings, to revise state universal 'lurid contribution requirements which will vary.from
state to state. Recently, the U.S. Court of Appeals for the Fifth Circuit rejected the FCC's effort to
base contributions in part on Intrastate revenues. The FCC's universal service program may be
altered as a result of appeals, agency reconsideration of its actions, or future Congressional
legislation. .

Pursuant to the Universal Service Order, all carriers are required to submit a Universal Service Fund
worksheet •Covista has filed its Universal Service Fund worksheet. The amounts remitted to the
Universal Service Fund are billed to Covista's customers. Covista is eligible to qualify as a recipient
of tulversal--aervice support 1 - 11- -elects to provide -facilities-based service to areas dzsignated for 	 -

universal service suorrort and if it compiles with federal and state regulatory' requirements to be an



In October, 1999 the FCC adopted a new high-cost universal service support mechanism for =-
rural carriers. The new mechanism is based on the forward-looking costs of providing supported
services as determined by the Commission's coat model. The forward-looking support mechanism . •
provides support to non-rural carriers In those states that have a statewide average forward-Icoldng
cost per line greater than the national benchmark, which Is set at 135 percent of the national average
forward-looking cost per line. The FCC's dedsiona regarding :universal service could h ave a
significant impact on future operations of. Covista.

• colocadon. In March, 1999, the FCC released Its Colocation Order which requires ILECs to permit
CLECS to coiocate any equipment used for interconnection or access to unbundled network elements .
even if that equipment includes switching or enhanced service functions. Among other things, the
Colocation Order also prohibits ILECs from plaCing any limits on the use of switching or enhanced
features for collocated equipment, and requires ILECs to make cagelese colocation available and
permit CLECa to construct their own cross-correct facilities.

•
. • In March, 2000, the U.S. Court of Appeals for the District of Columbia Circuit vacated limited portion

of the Collocation Order, holding certain definitions contained In 'FCC rules were impermilisibly broad.
The Court remanded the Collocation Order, In part, for further FCC consideration of these issues..

• - LIne,.Shaiing. In November, 1999, the FCC adopted a new order requiring ILECa to provide line •

sharing, which will allow CLECa to offer data services over the same line the consumer uses for voice
services, without the CLECa being required to offer the voice services. State commissions have been
authorized to establish the prices to the CLECa for such services. The decision has been appealed.

State Regulation 
•

Some states In which Covista operates are considering legislation which could impede efforts by
new entrants in the local services market to compete effectively with ILECs. However, Covista does 'not have any
intention to pursue the local services market.

Compliance with Environmental Provisions
Company believes that it compiles in all material respects with current pertinent federal, state, and local

provisions relating to the protection of the environment and does not believe that continued compliance would
. require any material capital expenditure.

Subsequent Events

A joint proxy statement/prospectus dated January 9, 2002 and mailed to stockholders on or about January
11, 2002 detailed a merger agreement between Covista and Capsule Communications, Inc. which had been
approved by the Covista and Capsule boards of directors. Capsule is a telecommunications carrier providing local
and long-distance telephone communications services primarily to small- and medium-size business customers as
Well as residential customers utilizing its own equipment. Capsule provides inbound long-distance services and
local resale services as well as other telecommunications service's including calling cards, cellular, paging, Internet
service, dedicated Access, data services, and canter termination services. Capsule uses its own switch located in
Phllkdelphia to originate, transport and terminate calls for customers generally located in the Mid-Atlantic region
and br California. For calls originating or terminating outside its own network, Capsule resells services provided by
other long-distance companies: Capsule Is the successor corporation to US Wats, Inc. During the scheduled
annual meeting of .stockholders on February 8, 2002, the merger was approved by the requisite vote of
stockholders of Covista and Capsule. The merger was consummated on-February 8,2002.

On February 12, 2002, Covista announced a reduction In force of 26% of Its New York/New Jersey
workforce related to a reduction in revenue due to the decline in the wholesale market and the World Trade Center

. attack of September 11, 2001' and the move of operations to Tennessee. •

PERSONNEL •
• . .

As of the April 15, 2002, Covista and its subsidiaries employed 243 full-time and part-Ume employees in
its long distance telecommunication business, of whom 20 were engaged In sales activities, 82 in customer service
and support, 52 in technical and field services, 22 in data processing, and 67 in general and administrative
activities. Covista also utilizes the services of approximately 960 independent sales agents. Covista considers its
relator.* witt•its• employees to be salsfac►w.



•ITEM 2 properties

On November 15, 1993, and December 28, 1993, Covinta entered into leases for an aggregate of
approximately 3,500 square feet of space at 744 Broad Street, Newark, New Jersey, for its switching equipment
The lease ran from January 1, 1994 through December 31, 1998, with an option to renew the lease through August
31, 2002, which has been exercised. The annual rental of $63,200 also requires She tenant to pay a proportionate
share of any Increase in the "Consumer Price Index', U. S. City Average over the base 'year. Covista does not
have plans to renew the lease and the switching components are to be relocated to another site.

On February 22, 1994, CovIsta entered Into a lease, subsequently modified on April 15, 1994, for
" '411 apprcodmately 17,700 square feet ;of space at 150 Clove Road, Little Fails, New Jersey to be used as sales,I. •

• executive and administrative offices. The lease provided for a rent holiday until July, 1995, after.which the annual
rental would be approximately $360,000. The lease is for •five years and ten months and has been amended by a •
second lease modification agreement dated February 9, 1995 whereby Covista leased approdmately. 6,700
additional square feet of space at the same location at an additional annual rental of $121,707 for the first four
years -and $138,154 for the next year and two months. The modified agreement also extended the term of the

. . existing lease for an additional two years to August 14, 2002 at a then annual rental of $563,000. The lease
• requires the payment of the tenant's proportionate share of operating expenses and real estate tax increases over

' the base year. There are two five year renewal options. There are'no•lans to exercise renewal options.

. On January 30, 1997, Covista entered into ;third modification of its lease for approdrnately 16,840
:. square feet of additional office space at its existIng'faellity at 150 Clove Road,• Little Fails, New Jersey. The

annual rental on the additional space was $357,760 per annum from July 1, 1997 through February 14, 1998, Is
$368,800 per annum from February 15, 1998 through August 14, 2000, and will .be $384,820 per annum from
August 15, 2000 through August 14, 2002. In addition, Covista is obligated for Its proportionate share of increases
in real estate taxes and operating expenses. over the base year. There are two five year renewal options, requiring
nine months' prior notice. There are no plans to exercise the renewal options. Covista plans to move the existing
office staff to a smaller location in the general area of Little Palls, NJ and certain operational units of Covista to
Chattanooga, Tennessee.

On November 1, 1996, Covista entered Into a lease for approximately 8,300 square feet of space at 40
Rector Street, New York City, New York, for use as a second switching facility. The term of the lease Is for fifteen
years'and ten months from the date of commencement, which was March 1, 1997. Rental payments are $163,918
per annum for the first five years after commencement, $166,480 per annum for the next•ve years, and $183,128
per annum for the remaining five years and ten months. The lease requires the payment of the tenant's
proportional share of increased operating expenses and real estate taxes over the base year.

•
On November 8, 1998, a subsidiary of Covista entered into a lease for approxiMately 2,300 square feet of

office space in New York City, New York at an annual rental of approximately $77,781. The lease commenced
February 1, 1997 and Is for sixty three (63) months. The lease requires the payment of the tenant's proportionate
share of increased operating expenses and real estate taxes over the base year.

On February é, 1998, Covista entered into a lease for approximately 5,000 square feet of space at 28 W.
Radler Street, Miami, Florida. The term of the lease is 15 years, commencing February 1, 1998. The annual rental
is approximately $116,160, with an annual adjustment based on the Revised Urban Wage Earners and Clerical
Workers Index, capped at a maximum of 3%. Increase over the prior year's rental payment In addition, Covista is
liable for its proportionate, share of Increases in real estate taxes and operating expenses over the base year.
Covista sublet this space on January 1, 2000 for the balance of its term, to another tenant at an annual rate of
approximately $118,160, subject to adjustments. The tenant has dafaulted on the sublease and Covista
currently considering utilizing the space.

•
On September 1, 1995, Co vista entered into a five year lease, co

• 

mmencing September 1, 1998 for 3,008
square feet of space at 500 Cypress Creek Road, Fort Lauderdale, Florida. Rental payments were $48,128 per

' annum from September 1, 1998 to August 31, 1999, $50,554 frcire September 1, 1999 to August 31,2000, $53,061
from September 1, 2000 to August 31, 2001, $55,708 from September 1, 2001 to August 31, 2002 and $58,506
from September 1, 2002 to August 31, 2003. The lease requires the payment of the tenant's proportionate share of
Increased operating expenses and real estate taxes over the base year. In January, 200Q Covista entered into a
modification of the lease whereby the space was reduced to 1,200 square feet Rental payments have been modified to
be $30,300 from February 15, 2000 to February 14, 2001, $33,033 from February 15, 2001 to February 14, 2002,
$34,587 from February 15, 2002 to February 14, 2003 and $32,538 from February 15, 2003 to February 14, 2004.
Covista has sublet this space to another tenant.



• 	 October 1, 1999 to August 31, 2000, and are $64,818 from September 1, 2000 to August 31, 2001 and $87,422 •
from September 1, 2001 to August 31, 2002. The lease requires the payment of the tenant's proportionate share of
increased operating expenses and real estate taxes over the base year. Covista has sublet this space to • another

• tenant

• On November 17,1999, Covista entered into a three year lease, commencing November 17, 1999 for 2,188 square
feet of apace at One Landmark . Square, Standard, Connecticut. Rental payments were $50,278 per annum from

• November 17,1999 to November 16,2000, are $51,371 from November 17,2000 to November 16; 2001, and
$51,556 from November 17, 2000 to November 16, 2002. There is an option to renew for three years, upon nine

• months'..prior written notice. The lease requires the payment of the tenant's proportionate share of increased
• operating expenses and real estate taxes over the base year Covista has sublet this space to another tenant.

•

On October 11,1999, Covista entered Into a three year lease, commencing October 11,1999 leasing 1,926 square
. feet of space at 1810 Chapel Avenue West Cherry Hill, New Jersey. Rental payments are $38,520 per annum

• from October 11,1999 to October 31,2002. There Is an . option to renew for three years, upon nine months' prior
written notice: The lease requires the payment of the tenant's proportionate share of increased operating expenses

• • and real estate taxes over the base year.. Covista has sublet this space to another tenant.

• COvista hat entered Into a lease agreement for approximately 28,000 square feet of office space In
. Chattanooga, Tennessee, watt Henry G. Luken III Chairman of the Board and a principal shareholder of Covista. The

term of the lease is for five years beginning September 1, 2001. The lease provides for annual rent of $86,400 from
September 1, 2001 to August 30, 2002; $115,200 from September 1, 2002 to August 30, 2003; $144,000 from
September 1, 2003 to August 30, 2004, with the last two years to be $144,000 'annually adjusted for the Consuiner
Price index. Covista believes that such premises are leased on terms not less favorable than an arm's length
transaction.

ITEM 3. 	 Pending Ledal Proceedings

There are no pending legal proceedings that could be expected to have a material adverse effect on
Covista.

ITEM 4. 	 Submission of Matters to a Vote of Security Holders
•

A Joint proxy statement/prospectus dated January 9, 2002 and mailed to stockholders on or about January
11, 2002 detailed a merger agreement between Covista• and Capsule Communications, Inc. which had been
approved by the Covista and Capsule boards of directors. During the scheduled annual meeting of stockholders
on February 8, 2002, the merger was approved by the requisite vote of stockholders of Covista and Capsule. The
merger was consummated on February 8,2002• Other matters presented to stockholders included election of
eight directors of Covista , adoption of the 2001 Equity Incentive Plan, and to ratify the selection of Deloitte & .
Touche LLP as Independent auditors of Covista for the fiscal year ending January 31, 2002.

•
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PART 3 

ITEM S. 	 Market for Company's Common Stock and Related Security Holder Matters

Common Stock
•. 	 .

• Covlsta's authorized capital stock consists solely of 50,000,000 shares of Common Stodc. Holders of •
• Covista's COmmon Stock are entitled to receive such dividends, if any, as may be- declared from time to time by the

Board of Directors in its discretion frail funds legally avallable.therefor. Each holder of Common Stock is entitled to
•onevote for. each:share held. There is no tight to cumulative voting. Upon liquidation, dissolution, or winding up of
Covista, the Milers of Common Stock are entitled to receive a pro rata share of all assets available for distribution to
stockholders. The Common Stock has no pre-emptive or other subscription rights, and there are no conversion or
redemption rights with respect to such shares.

• •
• Effective on July 15, 1998, Covista distributed 4,207,887 shares of Common Stock In connection with a 2-

for-1 stook split of ail 'outstanding shares as of June 30, 1998. As of the date of this report, there were 12,636,949 — :-
. • • shares of Common Stack issued and outstanding, held by 840 persons, as reported by Covirita's transfer agent

•Prtie•Range of the ComMon Stock
. 	 . 	 . 	 •

• Covista's Common Stock. Is traded In the d4er-the-counter market on the NASDAQ National Market
System under the Symbol CYST. The following table sets forth, for the quarterly fiscal periods indicated, the high
and low closing sales prices for Col/fate's Common Stock in such market, as reported by the National Association
of Securities. Dealers, Inc.

FISCAL 2002 	 HIGH 	 IOW •

February 1, 2001 thru April 30 	 8.188. 	 $ 	 1.547

May 1 thru July 31 	 725 	 3.25

August 1 thru . October 31 	 10.25 	 4.50

November 1 thru January 31, 2002 	 10.25 	 5.62

FISCAL 2001 	 HIGH 	 LOW

9.1875February 1, 2000 thru April 30 15.00

.:- . . 	 May 1 thru July 31 	 . 	 12.375 	 6.00

August 1 thru October 31 • 	 9.50 	 . 3.625
)::./

November 1 thru January 31, 2001 • . 4.9375 	 0.825

11
;,..i. Covista has not paid or declared any cash dividends during the past two fiscal years and does nat.
..- . 	 anticipate paying any in the foreseeable future.

•

.... • . 	 ••• •••



• ITEM O. 	 Selected Finaiiciat Dete

(hi thousands incept per share amounts)

' 	 Year ended January 31, 	 .
RESULTS OF OPERATIONS: 	 210 ,

0 0 ton 1998

Net sales 	 $ 	 95,313 $ 	 133,230 $ 139,760 $. 	 137,283 $ 	 123,286

Net (Loss) millings 	 •11,970) $ (9,629) $ 	 (9,414) $ 	 (3,418) $ 	 1,094

Weighted average •
common shares

outstanding (a)

Basic. ,	10;204.. 	 : 7,324 • 7,069 	 • • . 6,818 •8,213

Diluted 	 ..	 10,204 7,324 7,069 6,916 6,842

(Lois)• earnings per common and
common equivalent shams

Basic (Loss) earnings per share $ 	 (1.17) $ 	 (1.18) 	 • $ 	 (1 .33) (0.50) $ 	 0.18

Diluted (Lois) earnings per share $ 	 (1.17) $ 	 (1.18) $ • (1.33) (0.50) $ 	 0.18 •

Cash dividends
common share 	 • 	 None None 	 • None None .• 	 . • None

Additions to property
& equipment 	 5,465 $ 	 3,227 $ 3,019 $ 4,727 $ 	 3,268

•
Depreciation and

amortization 	 4,569 $ 	 3,578• $ 2,985 $ 2,785 $ 	 2,028

FiNANCIAL.POSMON:

Waiting Capital 	 $ 	 (11,327) (7,734) $ 1,222 $ 1,281 $ 	 7,938 '

Property and equipment - net 	 • $ 	 12,490 . 13,021 $ .13,317 $ 14,473 $ • 	 12,406

' Total assets 	 $ 	 31,257 39,097 $ 45,184 $ 45,692 $ 	 40,245:

Long-term debt 	 . 	 $ 	 4,40904 382 $ 	 997 $ 1,568 $ 	 2,092

Shareholders' Equity 	 • $•• 	 1,569 5,777 $ 14,007. $ 16,442 $ 	 18,598

Common shares
outstanding (a) , 	 10,849 7,969 7,944 7,605 . 8,679

(a) Ail per share amounts have been restated to reflect the 2 fOr 1 stock split distributed July 1, .1926.
(b) $4,400,000 consists of a note from Covistas' Chairman of the Board *doh is planned to be converted to an equity •

position (see MBA 13).



	

ITEM 7. 	 Manaoemenfs Discussion and Analysis of Financial Condition arid Results of Ooerationa

The following discussion Is presented to assist in assessing the changes in financial condition and
performance of Covista for the fiscal years ended January 31, 2000 (Fiscal 2090) and January 31, 2001 (Fiscal
2001) and January 31, 2002 (Fiscal 2002). The following information should. be  read In conjunction with the
financial statements and related notes and other detailed information regarding Covista included elsewhere in this
report and should not be construed to Imply management's belief that the results, causes or trends presented will

•necessarily continue in the future. Certain Information contained below and elsewhere in this annual report,
Including information with respect to Covista's plane and strategy for its business, are "forimard-looldng statements."

•Recent'Accounting Pronouncements

Statement of 'Financial Accounting Standards (SFAS) No. 133, Accounting for Derivative Instruments and
Hedging 'Activities, Is effective for all fiscal years beginning after June 15, 2000. SFAS 133, as amended,
establishes accounting and reporting standards for derivative instruments, including certain derivative instruments
embedded in other contracts and for hedging activities.. Under SFAS 133, certain contracts that were not formerly
considered derivatives may now meet the definition of a derivative. Covista adopted SFAS 133 effective February

.• 1, 2001. The adoption of SFAS 133 did not have a significant impact on the financial position, results of operation,
or cash flows of Covista.

• •
In June 2001, the Financial Accounting Standards Board (',FASB') Issued Statement of Financial Accounting Standards
No. 141 ('SFAS 141'), 'Business Combinations.' SFAS "141 requires the purchase method of accounting for business
combinations initiated after June 30, 2001 and eliminates the pooling-of-Interests method. Covista does not believe that
the adoption of SFAS 141 will have a significant impact on its financial statements, beyond the cessation of goodwill
amortization on future business combinations. As of January St 2002 Covista has no Goodwill recorded on its books.

In June 2001•, the FASB issued Statement of Financial Accounting Standards No. 142 ('SFAS 142'), "Goodwill and
Other intangible Assets', which • is effective February 1, 2002. SFAS 142 requires, among other things, the
discontinuance of goodwill amortization. In addition, the standard includes provisions for the reclassification of certain
existing recognized intangibles as goodwill, reassessment of the useful lives of existing recognized intangibles,
reclassification of certain Intangibles out of previously reported goodwill and the Identification of reporting units for.
purposes of assessing potential future impairments of goodwill. SFAS 142 also requires Covista to complete a

• transitional goodwill Impairment test six months from the date of adoption. Covista Is currently assessing but has not•yet
determined the impact of SFAS 142 on its financial position and results of operations.

In August 2001, the FASB issued Statement of Financial Accounting Standards No. us. ("SFAS 143'), 'Accounting for
Asset Retirement Obligations', which is effective for all fiscal years beginning February 1, 2003. SFAS 143 requires
recording the fair value of a liability for an asset retirement obligation In the period In which it is incurred, and a
Corresponding. Increase in the carrying value of the related long-lived asset. Over time, the liability is accreted to its •
present value each period, and the capitalized cost is depreciated over the .useful life of the related asset. Upon
settlement of the liability, It is either settled for its recorded amount or a gain or loss Upon settlement is recorded.
Covista is currently assessing but has not yet determined the impact of SFAS 143 on its financial position and results of ,
operations. . • •

•

•in October2001, the FASB Issued Statement of Financial Accounting Standards NO. 144 CSFAS144'), Accounting
• • for the Impairment or Disposal of Long Lived :Assets`, which is effective February 1, 2002. SEAS 144 replaces the

Statement of Financial Accounting Standards No. 121, Accounting for the impairment of Long Lived Assets and for
•Long-Uved Assets to be Disposed or: SFAS 144 requires that long-lived assets be measured at the lower of the

carrying amount or fair value, less cost to sell, whether included in continuing operations or in distontinued operations.
• Covista Is currently assessing but has not yet determined the impact of SFAS 144 on its financial position and results of

Operations.

RESULTS OF OPERATIONS 

FISCAL 2002 AS COMPARED TO FISCAL 2001 

Revenues

Net sales of telecommunications services for the fiscal year ended JanUary 31, 2002 were approximately
$95,313,000, a decrease of approximately $37,917,000 or 28.5% from the approximately $133,230,000 of net

. sales in Fiscal 2001. Theca rovenuas wars comprised of retail sates; of approximately $47,424,000 and wholesale
sales of approximately $47,889,000. Covista billed approximately 1,075,758,000 minutes in Fiscal 2002 as• •	 • • OM/



Net retell sales for Fiscal 2002 were approximately $47,424,000, a decrease of approximately
$8,063,000, or 11.3% from the • approximately $53,487,000 billed In Fiscal 2001. Retail billed minutes were
approximately 818,548,000, an Increase of approximately 18,185,000 minutes or 3%, over the retail minutes of
approximately 600,381,000 billed in Fiscal 2001. The average price per minute decreased approximately 17.3% as
the Industry continued to experience decreased price per minute of usage. Covista does not foresee that this trend
in pricing will abate in the near future.

Net wholesale (carrier) sales for Fiscal 2002 were approximately $47,889,000, a decrease of
approximately $31,854,000 or 39.9% from the approximately $79,743,000 billed in Fiscal 2001. Billed wholesale
minutes amounted to approximately 457,211,000, a decrease of approximately 197,844,000 minutes or 30.2% from
the billed wholesale minutes of approximately 655,055,000 billed in Fiscal 2001. The sales mix continued to move

. • ctOwardhigher priced international traffic from the lower priced domestic traffic. International carder traffic decreased
162,049,00• minutes or apprmdmately 29.1% to approximately 395,619,000 minutes. Domestic minutes-
decreased approximately 35,794,000 or approximately 36.8% to approximately 61,592,000 minutes. The average
wholesale price per minute fell 18% due to continuing competition In the Industry, a trend, which Covista believes,
will continue.

• Cost of Sales • •
•

Cost of sales consists of access fees, line installation expenses, switch experiaes, Ne‘ork Operating
" CantarrNOC's ) expenses, network depreciation, transport expenses, and local and long-distance expenses. Cost

of salei for Fiscal 2002 was approximately $78,478,000, a decrease of approximately $39,583,000 or 34.1% from
the approximately $116,059,000 of cost of sales in Fiscal 2001. Included in cost of sales are direct line costs,

•usage .charges and the direct costs of Covista's switches and NOC. The decrease in cost of sales was' primarily
due to the decrease in lower margin wholesale volume of approximately $24,401,000; a decrease in technician
salary, wages. and fringe benefits of approximately $48,000; decreased consulting expense of approximately
$174,000 an improvement in rates obtained from vendors of approximately $15,298,000 ; other. net  savings in the

• NOC and switches of approximately $123,000; an Increase in depredation expense resulting from upgrades to the
switches of approximately $130,000; an increase in equipment rental resulting from a switch sale/leaseback
agreement in the amount of approximately $329,000; and the effect of the access charge settlement recorded In
Fiscal 2001. 	 -

Selling, General and Administrative:.

Selling, general and administrative (S, G & A) expenses are comprised of selling and marketing costs, and
general and administrative costs. S, G & A expenses for Fiscal 2002 increased to approximately $30,987,000, an
increase of approximately $4,083,000 or 15.2% from the apprccdmate $26,903,000 In Fiscal 2001. This increase
was primarily due to increases In salary, wages and benefits due to the new residential service and call center
being established in Tennessee of approximately $412,000; a $570,000 severance accrual established for New
York/New Jersey staff reductions taking place in fiscal 2003; an increase in marketing cost related• to new
residential service of approximately $177,000; and increase In general office expense of approximately $272,000;
an increase in bad debt expense of $2,758,000 due to the write off of a portion of certain carrier receivables; an
increase in depreciation and amortization due to amortization of customer , lists (from customer lists acquired from
Blink Data Corporation) of approximately $731,000; and an increase in travel and entertainment of approximately
$98,000. 'These increases were offset by reductions in commissions due to decreased sales volume of
approximately $497,000; decreases in selling expense of approximately $90,000; and a decrease In professional
fees and consulting of $252,000. '

Stock Compensation Expense •

Stock compensation expenses for Fiscal 2002 decreased to. approximately $12,000, a decrease of
approximately $255,000, or 95.5%, from the approximately $287,000 charged In Fiscal 2001. The decrease Is due
to a majority of stock grants being fully vested.

.Other. income and Expense

Total other Income, net for Fiscal 2002 Increased approximately $88,000. The components of other
income and expense are interest expense, interest income and other items. Interest income decreased
approximately $8,000; Interest expense Increased approximately $137,000; and gains on sales of securities. 	 . 	 . 	 . 	 . 	 .

• - increased miptmdmately U32,0U0 	 •• 	 - . •
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Net Loss

The net loss for Fiscal 2002 of approximately $11,970,000 represents an Increase In net loss of
approximately $3,340,000 over the net loss of approximately $8,629,000 reported in Fiscal 2001, based on the
explanations of changes above.

• • RESULTS OF OPERATIONS

EaCAL 2001 AS CDMPARED TO FISCAL 2000

Revenues
•

Net sales of telecoMmunicatioris services and systems for the fiscal year ended January 31, 2001 were
approximately $133,230,000, a . decrease of approximately $8,530,000 or 4.7% from the approximately
$139,760,000 of net sales in Fiscal 2000. These revenues were comprised of retail sales of approximately

•• $53,487,000 and wholesale sales of approximately $79,743,000. Covista billed.approximately 1,255,437,000
. minutes In Fiscal 2001 as compared• to approximately 1,242,942,000 minutes. In Fiscal 2000, an Increase of
12,495,000 minutes or 1.0%.

Net retail sales for Fiscal 2001 were approximately $53,487,000, a decrease of approximately
$15,536,000, or 225% from the approximately $69,023,000 billed In Fiscal 2000. Retail •billed minutes Were
approximately 600,381,000, a decrease of approximately 80,333,000 minutes or 11.8%, from the retail minutes of
approximately 680,714,000 billed in Fiscal 2000. The average price per minute has decreased approximately
13.8% as the indusby continues to experience decreased price per minute of usage. Covista does not foresee that
this trend in pricing will abate in the near future: •

•
Net wholesale (carrier) sales kr Fiscal 2001 were approximately $79,743,000, an increase of

approximately $9,008,000 or 12.7% over the approximately .$70,737,000 billed in Fiscal 2000. Billed wholesale
minutes amounted to approximately 655,055,000, an increase of approximately 92,828,000 minutes or 16.5% over
the billed wholesale minutes of approximately 5e2p97,000 billed in Fiscal 2000. The sales mix continue•to move
toward higher priced international traffic from the lower priced domestic traffic. International carrier traffic increased
177,976,000 minutes or approximately 46.9% to approximately 557,669,000 minutes. Domestic minutes decreased
appntdmately 85,149,000 or approximately 48.6% to approximately 97,387,000 minutes. The average wholesale
price per minute fell 4.1% due to continuing competition in the industry, a trend, which • Covista believes, will
continue. .

Cost of Sales

. 	 • 	 Cost of sales consists of access fees, be installation expenses, switch expenses, .NOC expenses;
network depredation, transport expenses, and local and long-distance expenses. Cost of sales for. Fiscal 2001 was

. 	 approximately $116,059,000, an Increase of approximately $3,285,000 or 2.9% over the approximately
$112,794,000 of cost of sales in Fiscal 2000. Included In cost of sales are direct dine costs, usage charges and the

•direct costs of Covista's switches and NOC. The increase in cost of sales was primarily due to the increase in lower
. margin wholesale Volume of approximately $10,319,000; increases in salary, .wages and fringe benefits of
approximately $881,000; increased consulting expense of approximately $178,000, and an increase In depreciation
expense resulting from upgrades to the switches of approximately $239,000. This was offset by the reduced
volume of retail traffic amounting to apprredmately $5,297,000; an improvement in cost rates obtained from vendors
of approximately $2,924,000 and other net savings In the NOC and switches of approximately $131 AGO. 	

.

Access Charge Settlement
•• • 	 ••

In the second quarter of the fiscal year ended January 31, 2001, Covista 'received .a cash payment of
$1,264,483 from certain Bell Companies In settlement of a lass action suit, to which Covista Was a party, filed In 1992
relating to alleged overcharges by those companies. The settlement concluded the class action with the Bell
Companies. Covista's portion of.the settlement was not detennined until the second quarter of the fiscal year. The cash
payment was recorded as a separate line item as a reduction of costs and expenses In the quarter ended July 31,
2000.

•••:••1

Selling, General and Administrative:

nanaral and administrative (5, G & A) expenses are comprised of selling and marketing costs, and`



processing serviced resulting from bringing the billing system in house of approximately $165,000; a decrease In
salaries, fringe benefits and taxes of approximately $311,000; a reduction of meals and entertainment expense of .
approximately $63,000; a reduction of legal fees of approximately $185,000; a redualon of selling expense of
approximately $191,000, and other net savings of approximately $258,000. These decreases were offset by
additions to the bad debt provision, due to the failure of certain wholesale accounts, of approximately $1,272,000;
increased spending for general office of approximately $302,000; an increase :in recruiting and training for new
sales employees of approximately $180,000; and an Increase In depreciation expense on. new ISP equipment of
approximately $332,000.

Restructuring Expense

In Fiscal 2000, appimdMately $319,008 of a prior accrual for restructuring expensed was reversed. This
amount included an approximately $97,000 reduction in the severance accrual; a reduction of approximately $20,000
for fringe benefits and an approximately $202,000 reduction in the accrual on the Fort Lauderdale lease, due to
.revisions In the lease. There were no charges to restruatwing expense In Flertal 2001; however, Covista settled, for
approximately $12,000, the balance on the lease in Fort Lauderdale, Florida, which was charged against accrued
restructuring costs. . .

Stock Compensation Expense •

Stock compensation expenses for Fiscal 2001 increased to approximately $267,0000, an increase of
approximately $63,000, or 30.9%, from the approximately $204,000 charged In Fiscal 2000. The increase Is due to
having fewer cancellations'of certain restricted stock grants to employees In the current year over the prior year.

Other Compensation
•

On September 21, 1999, Covista entered Into an agreement with Warren Feldman, the then Chairman' of the
Board of Directors and a shareholder of Covista. As part of this agreement, a lump sum payment in the then amount of
$900,000 was made to Mr. Feldman in settlement of his employment agreement Covista paid $650,000 and Mr. Walt
Anderson, a major shareholder, paid $250,000. Mr. Feldman's Employment Agreement was to have been in effect until
December 31, 2001. Covista •expensed $900,000 In Fiscal 2000 with $250,000 being accounted for as a capital
contribution. • .

Simultaneously, Revision LLC and Mr. Walt Anderson ("Revision/Andersorf) and Covista entered Into Put
Option agreements with Warren Feldman, Sal Feldman ('The Feldman' and Leon Genet, (°Genet') a director of
Covista. These Put Option agreements allowed the Feidmans and Genet the right to sell their shares of Cbidista to
Revision/Anderson at a price of $16.00 per share and obligated Revision/Anderson to purchase the shares during an
exercise period beginning on December 11, 1999 and ending on February 18,'2000. Revision/Anderson purchaied the
shares under the put option agreements prior to the expiration, with the exception of 100,778 shares still held by the
Feicknane, Covista had no obligation to purchase any shares from the Feldman• or Genet The closing market price of
Covista'd shares on September 21, 1999, the date of the agreements, was $12.25, and the total number of shares
covered by the agreements was 1,208,137. Using a binomial valuation model with an interest rate of 5% and a volatility
rate of 50%, the fair value of the Put Option agreements was determined to be $4.03 per share or $4,870,554. Covista
accounted for this no transaction as a charge to expense and a credit to paid-in capital during Fiscal 2000.

Other Income and Expense

Total other income and expense for FisCal 2001 increased approximately $135,000. The components of
other Income and expehse are interest expense, interest income and other items. Interest income increased
approximately $52,000;, interest expense decreased approximately •42,00q and . approximately $41,000 In

. Insurance claims were received. . • •

•
Net Loss

The net loss for Fiscal 2001 of approximately S8,629,000 represents a decrease in net loss of
approximately $785,000 from the net loss of approximately $9,414,000 reported in Fiscal 2000, based on the
explanation of changes above.

UQUIDITY AND CAPITAL RESOURCES

• Werkina CAtlitail



a reduction In investments of approximately $9 7,000; a reduction in accounts receivable of approximately $ 9,361,000;
an increase In prepaid 'expenses of apprcodmately $149,000; an increase in allowance for doubtful accounts of
approximately $912,000; and an increase in accrued liabilities of approximately $1,800,000. Aka aff ecting working
capital were an increase In notes receivable of approximately $500,000 from Capsule Communications Inc.; a reduction •
in accounts payables of approximately $8,495,000; a decrease in accrued salaries and wages of approximately
$313,000; and a decrease in current portion of long term debt of $234,000. The current ratio of 0.5 to 1, decreased from •
the 0.8 to 1 ratio at the end of Fiscal 2001.

• On February 21, 2002, Covista announced that on February 20, 2002; its Board of Directors had approved the
private sale of additional Common Stock of up to $12,500;000. The investment will Include a cash Infusion of
$4,800,C00; .contribution • of $3,300,000 of fixed assets for debt or Common Stock and the conversion of all existing
long-tern debt for debt or Common Stock to Common Stack at the rate of $5.00 per share, which was the closing priCe
for the Common Stock on the data authorized by the Board. The commitment for funding for the investment and the
conversion of the indebtedness is anticipated to come primarily from the -current Chairman of Covista's Board or his
designee's and is subject to shareholders approval at the next Annual Meeting, or a special meeting of Shareholders to
be convened for such purpose. As of May 14, 2002, $2,600,000 of cash was received from the Chairman of Covista's
Board in exchange for debt -Finally, the company is planning to obtain a line of credit from a bank. If such line of credit
is not obtained, the Chairman of the Board has committed to loaning $2 million to the Company through at best the
second quarter of fiscal 2004. • 	 •

•

Cash Flow Statement •

The cash flow statement of Covista for Fiscal 2002 indicated a decrease In cash and cash equhialents of
approximately $1,313,000. Non-cash adjustments (deprectatIon, amortization, reserve for bad debt, non-cash
compensation expense, and gain on Investments,) of approximately $9,697,000 and net changes In assets and
liabilities of approxidiately $1,690,000 added back to the net loss of approximately $11,970,000 resulted In net

•cash used by operations of approximately $3,963,000. Cash used in investing activities amounted to approximately
$7,477,000, otwhich approximately $5,465,000 were used for the purchase of capital additions and approximately
$56,000 was used for the purchase of additional circuits to build out the network, the proceeds from sale
investments of approximately $116,000, a note from .Capsule Communications, a related party, of $500,000 and
payment for prepaid network capacity of $4,000,000. These additions were partially offset by proceeds from and
the sale of fixed assets of approximately $2,338,000. The cash used in financing activities of approxiMately
$10,128,000 consisted primarily of the repayment of bank borrowings of approximately $616,000, offset by cash
received from the exercise of stock options of approximately $43,000, proceeds from the Issuance of Common
Stock of $6,300,000, a note payable to a related party of $4,400,0030. 	 -

Accounts Receivable

The Company has entered Into offset arrangements with certain customers, who are also vendors,
allowing for the ability to offset payable balances against the Company's receivable balances.

The retail segment of Covista experience an approximate accounts receivable turnover of 53 days;. while
the wholesale segment has an accounts receivable turnover of 64 days.

• CRITICAL ACCOUNTING POUCIES 

Revenue Recognition
•

The Company's revenues, net of sales discounts, are recognized In the period In which the service is
provided, based on the number of minutes of telecommunications traffic carried, and a rate per minute. Access and
other service fees charged to customers, typically monthly, am recognized in the period in which service Is provided.

•
Deferred Line Installation Costs .

Deferred line Installation costs are costs incurred by the Covista for new facilities and costs Incurred for
connections from within the Covista's network to the network of other teleconimunIcation suppliers (such as
Verizon, MFS, GTE and other carriers). Amortization of these line installation costs is provided using the straight-
!ins method our the contract life of the•lnes ranging from three to five years:

••■ 	 • 	
. 	 • 	 •



The Company accounts for the impairment of long-lived assets and for long-ibied 'assets to be disposed of by
evaluating the caning value of Its long-lived assets In relation to the operating performance and future unmounted
cash flows of the underlying businesses annually and when indications of impairment are present. Long-ilved assets to
be disposed of, if any, are evaluated in relation to the net realizable value. If impairment Is indicated, fhe amount of the
Impairment Is typically calculated using discounted expected future cash flows. The-discount rate applied to these cash
flows is based on the Company's weighted average cost of capital. If the canyingNaille of the asset exceeds the fair.
value of the asset, the difference will be charged to the results of operations in the period that the impairment occurred

' Based on the Company's analysis of future undlscounted cash flows which are in mess of the carrying value of Its •
long-lived assets, there does not appearto be an impairment as of January 31, 2002.

•

CAPITAL EXPENDITURES

Capital expenditures for Fiscal 2002 totaled approximately $5,465,000, . and were financed from funds
provided from. Covista's working capital, sale and tease back of two switches, and a private sale of equity and a
loan. The capital' expenditures were used for the addition of the IP network of approximately $168,000; upgrades
to Covista's switches•and switch sites of approximately $4,439,000; software and hardware upgrades to Covista's
computer network . of approximately $304,000; and furniture, fixtures and equipment for new sales offices of
approximately $511;000, and other furniture and fixtures of $43,000.

•
Capital expenditures for Fiscal 2003 are estimated at approximately $5,000,000 and are expected to be •

' financed from funds. provided from operations, and a cash infusion of $4,800,000 from a related party of Covista. •

Inflation

•• 	 Since Inflation has slowed in recent years, Covista does not believe that its business has been materially
affected by the relatively modest rate of price increases In the economy. However, pressures in the industry to
reduce prices, which have Impacted Covista In the past, are expected to continue. Also the telecommunications
industry has recently experienced the 'failure of several businesses, some of which are Covista's wholesale
customer and suppliers. These failures not only have affected Covista's FY 2002 results, but may impact future
results. Covista continues to seek improvements in operations and efficiency through capital expenditures.
Expenditures to improve the signaling systeni, information systems and the local area network am expected to
result In operating costs savings, which could partially offset any future cost Increases.

' ENVIRONMENTAL MATTERS 

Cavite Is not a party to any legal proceedings or the subject of any claim regarding' environmental
matters generally incidental* to Its business. In • the opinion of Management, compliance with. the present
environmental protection laws should not have a material adverse effect upon the financial condition of Covista

•

REM 7A. 	 Quantitative and Qualitative Disclosures About Market Risk  •

Market rlsk'represents the risk of changes, in value at a financial instrument, derivative or non-derivative,
caused by fluctuations in interest rates, foreign exchange rates and equity prices. Covista's cash and investments
exceed long-term debtOherefore, the exposure to interest rata risk relates primarily to the marketable securities
held by Covista. Cavite only Invests in instruments with high credit quality where a secondary market exists..
Covista does not hold any derivatives related to its Interest rate exposure. Covista also maintains long-term debt at
.fixed•rates. Due to the nature and amounts of Covista's note payable, an immediate 10% change In interest rates
would not have a material effect in Covista's results of operations over the next fiscal year. Covista's exposure to
adverse changes In fOreign exchange rates Is also Immaterial to • the consolidated statements as a whole.

ITEM 8. • 	 - Financial•Stataments and Suonlemarftv•Deta  • - •
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ITEM 10. 	 Directors and Executive Officers of

PART III

Caviare

The directors and officers of Covista are as follows:

Rm. 	 Age
. 	 •

Henry Cf. Luken III 	 • 40.

A. John Lean h, Jr. • 	 38

Positing

Chairman of the Board'

•Director, President, Chief Executive Officer

Kevin Alward 35 Chief Operating Officer and Director

Jay J. Miller 	 • 68 .Director

• . Nicholas Merrick 38 Director
"4.

Wait Anderson 	 . 46 Director

' 	 • Leon Genet • 70 Director

Donald Jones 	 • 66 Director.

Thomas P. Gunning 64 Treasurer, Secretary and Chief Financial Officer

Di

Covista's directors all serve for one year terms and until their successors are elected and qualify. Officers serve at
the pleasure of the Board of Directors. •

• Henry G. Luken, Ill was elected a Director of Covista In February, 1999, and Chairman of the Board In
February, 2001. Currently, he is President of Mont Lake Properties, Inc., a real estate development firma director •
of Equity Broadcasting Corp., a TV network a director of ACM, a home shopping. Company selling through TV; •
Managing Agent of Henry IV LLC, an aircraft sales company. A co-founder of Telco Communications Group Inc.,
he served as Chief Executive Officer and•reasurer from July, 1993•to April, 1996, and Chairman from July, 1993
to October, 1997. Mr. Luken has also served as Chairman of Tel-Labs, Inc., a telecommunications billing firm •
("Tel-Labs") since 1591, and as Chairman of Telco Development Group, Inc., a computer systems film owned by
Mr. Luken, since 1987, both of which entitles he founded.. • 	 . -

•, 	 .e 	 •	 • 	 • 	 , 	 . 	 .
Walt Anderson was elected a Director of Covista in February, 1999, and as Chairman of the Board in 	 •

November , 1999..tie stepped' down as Chairman in February, 2001. He has been Manager of Revision LLC from
June 1998 to the presen4 President and Chairman of Entree IMemaftonal Ltd. (Financial Consulting Services) from
July, 1997 to the present; Chairman of Capsule Communications, Inc, as of April 2001, Chairman of Teleport UK
Ltd. (Satellite Communications) from May, 1996 to the presen%Chairmarr of Espirft Telecom Group plc. (Telecom
Services) from October, 1992 to November, 1998 and President and Chairman, Mid Atlantic Telecom (Telecom
Services), from May, 1984 to December, 1993. Mr. Andersonls also a director of American Technology. Labs
(Network Equipment) and Aquarius Holdings Ltd. (Water Transport Systems),

Leon Genet has served as a Director since October, 1996. For mo

▪ 

re than the past five years; he hal been a
partner in Genet Realty, a commercial. and industrial real estate brokerage firm. He serves as a member of the National
Commerce and industry Board for the State of Israel•Bonds Organization and is a shareholder, dIreCtor and officer of
LPJ Communications, Inc., which has earned commissions from Covista on the same basis as other independent sales
representatives. See "Certain Relationships and Related Transactions*: •

- — John Leach, Jr. was appointed Presiden

• 

t and Chid Executive Officer and e-DIrector-of Cr/lista-on May_--
18,2000. . He had been Senior Vice President of Sales at 811 Talecomm, Inc., from December, 1999 'to May, 2000;

4.1



•that, Mr. Leach was Vice President of Agent Services at BTI Telecomm, from DeCember, 1989 to June, 1998; Regional •
Sales Manager of Mobileccmm (a Bell South Company) where he started in sales and rose to a .Regional Sales
Manager position May, 1985 to December, 1989.

•

• Jay Ifiller, Esq. has 	 as a Director since 1983. He has been a practicing attorney for more than 35
years in New York. He is Chairman of the Board of AmTmst Pacific Ltd., a New Zealand real estate company. He is
also a director of Technology Insurance Company, Inc., a prtviaer of various Insurance products to the technology
Indust y, and certain, of Its affiliates. Mr. Miller has performed legal services on behalf of Covista.• See "Certain
Relationships and Related Transactions."

Thomas P. Gunning was appointed Vice President, Secretary / Treasurer of Coviata it May 1999. He was •
appointed Chief Financial Officer in September, 1994 and served in that capacity until May Of 1999. He was again
appointed Chief Financial Officer In May ot 2000. He was appointed Secretary of Covista in January of 19e5. He
has served as Controller of Covista since September, 1992. He is a Certified Public Accountant licenied by the
States of New York and New Jersey. From 1989 until joining Covlsta, Mr. Gunning was the Senior Audit Manager,
at Rosenberg Seleman & Company, a certified public accounting firm. From 1976 to 1989, he wasp Chief Financial .

Officer of Flyfaire, Intorporated, a travel wholesale operator. Prior to such time, Mr. Gunning held various positions
in both public and.private accounting fines,

•
Donald Jones recently retired from his position as Senior Vice President for Chapter Services of the ' •

American Red Crows, for which he Worked since 1991. Prior to joining the Red Cross, Mr. Jones was Deputy •
Assistant Secretary of Defense for Military Manpower and Personnel Policy. Mr. Jones served in the United States
Army for over 35 years and retired in 1991 with the permanent rank of Lieutenant General..

• •

Nicholas Merrick currently serves as President of Mt Vernon Investments, LLC, an investment company,
which he has served as President since January 2002. Mr. Merrick served as Senior Vice President and Chief
Financial Officer of Telergy, Inc., a high-speed fiber optic communications network company, from May, 2000 to
July, 2001. Teiergy filed for reorganization under the bankruptcy laws in October 2001 and is currently in the
process of liquidation. Prior to joining Telergy, Mr. Merrick was Chief Executive Officer of Up2 Technologies, Inc. •
and Executive Vice President of Excel Communications, each of which is a subsidiary of Teleglobe, Inc. (global
communications, e-business services), from 1998 until 2000. From 1996 to 1997, he was Vice President and Chief
Financial Officer of Telco CommunicatiOns Group, Inc., and from 1985 to 1996, he was Vice President of Corporate
Finance at the Robinson-Humphrey Company, Inc. and Managing Director of R-H Capital Partners. • 	 .

Kevin A. Alward was appointed Chief Operating Officer of Covista on March 29, 2001 and was eleCted a
director of Coviata on July 17, 2001. He had previously served TotalTel USA as President and Chief Operating
Officer from 1994 to 1998, when he left the company to become President of North America for Destia
Communications, Inc. (formerly known as Econophone, Inc.) and its successor bymerger, Metal, Inc. In April 2000,
he co-founded Blink Data Corp., a telecommunications and data services provider headquartered in northern New
Jersey, where he was President and Chief Executive Officer until his return to Covista.

ss Board of Directors- 	 . •• 	 •
•

Covista's Board of Directors currently consists of eight persons, two of whom are members of
management and six•d whom are non-management directors. During the fiscal year ended January 31, 2002, the
Board held two meetings, each of which was attended by 80% of the directors then serving.

Covista's Board of Directors has Audit and Compensation Committees, but does not have a Nominating
Committee or a committee performing a similar function. The Audit Cdrnmittee currently consists of three non-
management directors, Messrs. Nicholas Merrick Donald Jones and Leon Genet. The Committee reviews, analyzes
and may make recommendations to the Board of Directors with respect to Covista's financial statements and controls.
The Committee has met and intends to meet from time to time with Covista's Independent public accountants to monitor
their activities. The Compensation Committee consists of Messrs. Henry Luken and Jay J. Miller and Is charged with
reviewing and recommending the compensation and benefits payable to Covista's senior executives. Mr. Leach is an
ex-officio member of both the Compensation and Audit Committees.

•

•
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ITEM 11.Cft:MthL...193110
The following table Sets forth the compensation which Covista paid during the fiscal years ended January 31, 2002,.
2001•.and 2000 to as Chief Executive Officer and to each executive officer of Covista or person. perfoning sinter
functions whose aggregate remuneration exceeded $100,000, during Covista's fiscal year ended January 31, 2001 (the
`Named Execullvesi.

Summaty Compeneatton Table

Name and 	 •
rrineird

•E10.....ft
.

Fiscal Year
Ended

January 314

: 	 • 	 .
ABIPACMgentle •
Malta 	 Ho Etin

Other
Annual

rdatilMatAtia

CiespessatIon
Awards

DaliBLal . -
AiOtier

SE8111311Wmal

!ohs Leach 2002  3300,000 $ 400,000 (3) $ • 	 0- 3 5,230 (4)
President and ' 2001 $210,000 $ 	 0 $ 	 0 $ 15,346 (5)
Chieffixecedve
Officer M

•Theme P. 	 . . 	 1$155,000 • •15,000 $ 	 0• . 	 . $ 11,085 (6) 	 .
Gunning • 2001 $147,360 $ 	 0 $ 	 0 • 311,421 Cl)
VicePecsidest, 2000 $140,000 $ 	 0 • $ 	 0 • 311,179 (8)

."Desstaer
and Secretary ,

Keivi•Alweed 2002 $235,577 $104,167 $ 	 0 3 3,567 (9)
ChiefOperating
Officer

(1) 	 See Option Grant Table below.
•

(2) Mr. Leach joined Covista on May 18, 2000. See part (e) for a dismission of Mr. Leach's employment
agreement

(3) The amount shown includes $250,000 in bonus due to Mr. Leach from onuao to .0430101 but not paid
until FY 200i

(4) • The amount shown represents Covista's contribution under its 401(K) Deferred COMMS811011 and
Retirement Savings Plan of $5,250. 	 •

(5) The amount shown represents Covista's contribution under its 401(K) Deferred Compensation and
Retirement Savings Plan of $346 and $15,000 in reimbursement for certain relocation expenses.

(6) The amount shown represents Covista's contribution under its 401(K) Deferred Conspensation and
Retirement Savings Plan of $4,505; Covista company auto expenses of $1,780; and Covi.sta's group major
medical benefit of $4,800

(7) The amount shown represents Covista's contribution under. its 401(K) Deferred Compensation and
Retirement Savings Plan of $4,460, $2,167 for the use of a Company'd vehicle for non-business purposes and
$4,800 for tam life insurance premiums.

(8) The amount shoWn represents . Covista's contalution under its 401(K) Deferred Compensation and
Retirement Savings Planof $4,200, $2,179 for the use of a Compiny's vehicle for non-business purposes and
$4,800 for tam life insurance premiums. 	 • 	 .

(9) The amount shown represents Covista's contribution • under its 401(K) Deferred Compensation and
Retirement Savings Plan of $3,567-

•
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In October, 1998, adopted its 1998 Stock Option Plan and in Februar •, 2000,adopted its 1999 Equity
Incentive . Plan, and in February, 2002 adapted its 2001 Equity Incentive Plan (the "Option Plans"). The Option
Plans provide that certain options granted thereunder are Intended to qualify as 'Incentive stock options" within the
meaning of Section 422A of the United States Internal Revenue Code, while non-qualified options may also be
granted under the Option Plans. Incentive stock options may be granted only to employees of Covista, while non.
qualified options may be granted to non-executive directors, consultants and others as well as employees. •

• The Option Plans may be administered by the Compensation Committee of Covista's Board of Directors.
•Covista has reserved 800,000 shares of Common Stock under the 1998 Option Plan and 750,000 shares of

Common •Stock under its 1999 Equity Incentive PIM and 900,000 under Its 2001 Equity •Incentive ,Plan for.
Issuance to employees, officers, directors and consultants of Covista:

•
No option may be transferred by an optionee other than by will or the laws of descent and distribution, and

during the lifetime of an optionee, an option may be exercised only by him. In the event of termination of
employment other than by death or disability, the option** will have one month (subject to extension not to exceed
an additional two months) after such termination during •which he *may exercise his option. Upon termination Of
employment of an optionee by reason of death or permanent total disability, his option remains exercisable for one

' year thereafter to the extent it was exercisable on the date of such termination. No similar limitation applies to non-
'qualified :options.:

• .
Options under the Option Planermist be granted Within 10 years froM the effective. date of the respective

Option Plan. Incentive stock options granted under the Option Plans cannot be exercised later than 10 years from
the date of grant. Options granted under the Optibn Plans permit payment of the exercise price in cash or by
delivery to Covista of shares of Common Stock already owned by the optionee having• a fair market value equal to
the exercise price of the options being exercidecl, or by a combination of such methods of payment. Therefore, an
optionee may be able to tender shares of Common Stock to purchase additional shares of Common Stock and may
theoretically exercise all of his stock options with no additional investment other than his original shams.

• Any option which expires unexercised or that terminates upon an employee's ceasing to be employed by
Covista become available again for issuance under the Option Plans.

•
For further Information related to stock option plans, refer to item 9 in the Netes to the Consolidated

Financial Statements.



A. John Leach 	 . • 2$8,000 (1) • ' 13.5% 32.00
tiCevin•Alward 250,000 16.1% 32.00
Thomas P. Gunning 25,000 1.3% . $2.00
Thomas P. Gunning 12,000 3.2% WAS

•

OPTION GRANTS IN LAST FISCAL YEAR

16 of 	 Opthm/SAIs •
Granted to Employees in 	 Entrebe Expiration

Potendol Realtrable
Paint:At Assumed
Rates of Stock
Appreciation For
Shdidalsga

Fiscal Year 	bin	 Rate 	 1.1

Feb 1, 2006 $124132
Mar, 30,2006 3107.753
Feb 1, 2006 310,775
Feb 1, 2006 314,611

• • Nsia
Number of
truded711111 0lidalle
WitgrMtagn Lem

$267,322
$232,050

523,203
331,466

•(1) 	 Stock option granted under the 1996 Stock Option Plan. Vesting in six equal semi-annual installments,
commencing six months from thu date of grant.

•• The following table sets forth inforMation concerning each exercise of a stock option during Covista's
'fiscal year ended January 31, 2002 y each of the Named Executives, and the number and value of uneetercised
options granted by Covista held by each of the Named Executives on January 31, 2002

•

• Aggregated Option Exercises in Last Fiscal Year •
And Pisani Year-End Option Values 	 •

11E2....232

Thomas P. Gunning

Number of Securities
Underlying Thiesercised

Shares Acquired 	 Options/SARI, at Fiend Year End
on Exercise 	 Vain 	 isismgEmLgua

•16,500 	 $111,285 	 18.5p0n8,300

Value of IIneerdsed
in-the Money Options/SARa
at 11sod Year End •
Fzerelsable/ Crnewercisable

31103594110,159
•

Compensation of Directors
••

For the fiscal year ended Jantiaty 31, 2002, each director who was not an employee of Covista was
entitled lo receive a director's fee of $18,000 per year, and to be reimbursed for out-of-pocket expenses incurred In
connection with attendance at meetings. However, Messrs. Anderson and Luken waived the right to receive such-
compensation. • • • ' • • •

•Employment Contracts. Termination of Employment and Change of Control Arranaiments
.

. As CoVista'S Chief Executive Mar, Pk. Leach has;st three-year employment agreement with Covista
• effective as of May 18, 2000, pursuant to which Mr. Leach was,paid base -salary atlhe rate of $300,000 per annum

during fiscal 2001. Pursuant to this agreement, Mr. Leach was also entitled to receive a signing bonus . In the
amount of $25,000 to cover relocation and other expenses, but to date Mr. Leach.has been paid only $15,000 of
this amount Mr. Leach is also entitled to receive an annual bonus in an amount not to exceed 100 percent of his
then effective base salary, based upon Mr. Leach's attainment of annual revenue and earnings targets as well as
management goals set by the . Board of Directors. Mr. Leach was guaranteed a minimum bonus payment of.
$150,000 during the first year of this agreement .

In connection with his appointment as Chief Executive Officer of Covista, Mr. Leach was granted an option
under Covista's 19913 Stock Option Plan to purchase 288,000 shares of Covista Common Stock. The option
granted to- Mr. Leach was scheduled la Vest over a period of three years; in six.equal semi-annual inatalimaZ, the

• fir.e• nt. whir+ riimmeneeti on November 1a 2000. The exercise price for the option was $14.26 and was based on • 	 •

•



calculated based on the average dosing price of the Covista Common Stock for the 40 trading days prior to May
18, 2001. In lieu of adjusting the exercise price of Mr. Leach's options in the manner provided in his employment .
agreement, on February 1, 2001 Covista granted to Mr. Leach an option to purchase 288,000 shares of Covista
Common Stock, vesting over a period of three years, In six equal semi-annual Installthents, the first of which
commenced on August 1, 2001. The exercise price for the option is $2.00 per share and is based on the fair market
value of the Covista Common Stock on the date of grant The option expires after a term of ten years..

In the event of a 'change of control' of Covista, as defined in his employment agreement, Mr. Leach's
stock option, and similar benefits, If any, shall be deemed to vest in full on the effective date of such change of
control. Pursuant to the agreement, a 'change of control' shall be deemed to occur it (I) any 'person' or 'group'
(as such terms are used in Sections 3, 3(a), 9 and 13(d) of the Securities Exchange Act of 1934, as amended (the

"'Act")) other than Walt Anderson, Revision LLC or any of their respective affiliates becomes a beneficial owner (as
such term Is used in the rules promulgated under the Act), directly or indirectly, of securities of Covista representing
50 percent or more of the combined . voting power of Covista's then outstanding securities; (II) a Change in 'control'

_ of Covista (as such term is defined in Rule 12b-2) shall have occurred; (III) the majority of the Board of Directors, as
such entire Board of Directors was composed as of May 18, 2000, no longer serve as directors of Covista, except
that there shall not be counted toward such majority who no longer serve as directors Mr. Leach or any director

:4 	 . who ceased to serve either odor to the date of the change in control, for any reason, or 81 any. other time due to
voluntary nasignatlori (other than In connection with an event described in (Iv) or (v) below), death, disability or
termination for cause; (iv) the stockholders of Covista approve a plan of complete liquidation of Covista or an -

• agreementfor the sale or disposition by Covista of all or substantially all of Covista's assets; or (v) the stockholders
of Covista approve .a merger or consolidation of Covista with any other company, other than a merger or

. : consolidation Which would result in the combined voting ptfwer of Covista's voting securities outstanding 	 •
immediately prior thereto continuing to represent (either by remaining outstanding or by being converted into voting
securities of the surviving entity) more than 50 percent of the combined voting power. of the voting securities of
Covista or such surviving entity outstanding immediately after such merger or consolidation; provided, however,
that no change in control shall be deemed to have occurred in any plan of liquidation, sale of assets, merger or
consolidation provided in (iv) and (v) above is not consummated In addition, any transaction involving a leveraged

*.: 	 buyout or other acquisition of Covista which would otherwise constitute a change in control, in which Mr. Leach".:.‘. i participates in the surviving or successor entity (other than solely as an employee or consultant) will not constitute
a change in control. 	 . . 	 .

As Covista's Chief Operating Officer, Mr. Alward has a two-year employment agreement effective as of
March 29, 2001, pursuantto which Mr. Alward is paid an annual base salary of $250,000. Pursuant to this .
agreement, Mr. Alward received a signing bonus in the amount of $24,000. Mr. Ahvard is also entitled to receive
an annual bonus in an amount not to exceed 100 percent of his then effective base salary, based upon Covista'si attainment of annual revenue and earnings targets as well as management goals set by the Beard of Directors. Mr.
Alward's agreement provides that he shall receive the same percentage bonus as Mr. Leach. Mr. Alward is
guaranteed a minimum bonus*payment of $125,000 for each year of this agreement

in connection with his appointment as Chief Operating Officer of Covista, Mr. Alward was granted an
option under Covista's 2001 Equity incentive Plan to purchase 250,000 shares of Covista Common Stock. The
option granted to Mr. Alward vests over a period of five years, in ten equal semi-annual installments, the first of
which commenced on September 29, 2001. The exercise price for the option is $2.00.

In the event of a `change of control' of Covista, as defined in his employment agreement, Mr. Alward's
stock option, and similar benefits, it any, shall be deemed to vest in full on the effective date of such change of
control. Mr. Alward's employment agreement defines 'change of control' in the same manner as Mr. Leach's
employment agreement, as described above.

Compensation Committee Interlocks and Insider Participation 	 .
. 	 ,

Jay J. Miller, a director of Covista, provided various legal services for Covista during fiscal 2002. In fiscal
2002, Covista paid $144,574 to Mr. Miller for services rendered end accrued duringliscal 2002. Ai of February 22,
2002, Covista had invoices payable -to Mr. Miller totaling $179,318. Covista believes that Mr. Miller's fees were
reasonable for the services performed and were no less favorable to Covista than could have been obtained from
an unrelated third party.



The following report describes the policies pursuant to which compensation was paid to executive offleire
•of Covista for performance during the fiscal year ended January 31, 2002.

•
Compensation Philosophy and Approach. Generally, Covista seeks to attract, retain and motivate its executive
officers through a combination of base salary, incentive awards based upon individual performance and stock
option awards under The Covista Communications, Inc. 2001 Equity incentive Plan and otherwise. The Board of
Directors believes that a substantial portion of the aggregate annual compensation of oath executive officer should
be influenced by the performance of Covista and the individual contributiOn of the executive officer.

'	 . Base Salaries. The Board of.Directoni believes that the base salaries of Covista's executive officers for
fiscal 2001 were generally below those foi other comparable positions within the telecommunications service. 	 •
industry and similar industries. However, Covista places significantemphasis on Incentive awards and stock option
grants as a means of motivating and rewarding Its management. The Board of Directors believes that this strategy
provides optimal incentives for management to create long-term stockholder value.

•
Incentive Compensation Payments. In addition to base pay, some of Covista's senior executives

(including its Chief Executive Officer) are eligible to receive bonuses and stock option awards. Bonuses and stock
options may be awarded, based upon the individual performance of each executive officer at the sole discretion of
the Board of Directors. During the Fiscal Year 2002 John. Leach received a cash bonus of $400,000 of which 	 *.
$250,000 was payable to Mr. Leach for the period May 1, 2000 to April 30, 2001 but not paid until FY 2002; Kevin
Alward received a bonus of $104,187; and Thomas Gunning received a bonus of $15,000. Stock option grants
made to the Named Executive Officers during fiscal 2002 are described in POptIon/SAR.Grants in Last •Fiscal Year.'

Compensation of the Chief Executive Officer. The compensation policies applicable to Covista's Chief
Executive Officer are similar to those applicable to Covista's other executive officers. Mr. Leach has a three-year
employment agreement with Covista effective as of May 18, 2000, pursuant to which Mr. Leach was paid base
salary at the rate of $300,000 per annum during fiscal 2001. Pursuant to this agreement, Mr. Leach was also . . 	 .
entitled to receive a signing bonus In the amount of $25,000 to cover relocation and other expenses, but to date Mr.
Leach has been paid only $15,000 of this amount. Mr. Leach Is also entitled to receive an annual bonus in an
amount not to exceed 100 percent of his then effective base salary, based upon Mr. Leach's attainment of annual
revenue and earning targets, as well as management goals set by the Board of Directors. Mr. Leach was
guaranteed a minimum bonus payment of $150,000 during the first year of this agreement

. 	 • • • 	 :I 	 7 .47. 	 •

' 	
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ITEM 1 2. 	 Security Ownersh lo of Certain Beneficial Owners and Manaaement 	• •

Security Ownership.of Certain Beneficial Owners. The following table sets forth the beneficial
ownership of Covista's Common Stock as of April 30,2002 by each person or group known by Covista
to be the beneficial owner of five percent or more of the outstanding shares of Covista Common Stock.
Unless otherwise indicated, each such person (alone or with familymemliers) has sole voting and
dispositive power with respect to the shares listed opposite such person's name, 	 . 	 •

Marne and Address 	 •
Of Beneficial Owner

Amount and Nature of
Beneficial Ownership(1)

Pementsge
of

Otass(2)

KeVin A. Abiard • 	 • . •,255,779(3) 9.9%
1.82. Powell Road
Allendale, NJ•07401

Waft Anderson 	 • 2,023,125(4) • 	 . 18.1%
• 2000 L Street, N.W., #202 , •
•Washington, DC 20036

• Warren Feldman .. 	 . 1,119,578(5) 8.9%
45A Samworth Road
Clifton, NJ 07012

Foundation for the International
Non-Governmental Development of Space 923,844(6) •7.3%
1023 31' Street NW
Suite 300
Washington, DC 20007

Henry G. Luken, lit 4,531,133(7) 35.9%
400 Fairway Lane
Soddy Daisy, TN 37379

(1) Except as otherwise set forth in the footnotes to this table, all shams are beneficiatly owned and sole •
Investment and voting power Is held by the persons named above, to the best of Covista's knowledge. •
Shares of Covista Common Stock subject to options that are currently exercisable orexercisable within 60
days of December 11, 2001 are deemed to be outstanding and to be beneficially owned by the person
holding such options for the purpose of computing the ..
percentage ownership of such person, but are not treated as outstanding for the purpose of computing the
percentage ownership of any other person.

(2) Based on 10,819,405 shares outstanding. • 	 . , 	 • 	 •
• (3) 	 Includes 25,000 shares of Covista Common 'Stock issuable to Mr. Alward under presently exercisable

options. Also includes 188,516 shams of Covista Common Stock owned by trusts of which Mr. Aiward's
minor children are beneficiaries, as to which Mr. Alward disclaims beneficial ownership.. Based on the
Schedule 130. jointly filed by•Mr. Alward and certain related entities on November 16, 2001.

(4) Includes 1,297,798 shares of Covista Common Stock owned of record by Revision LLC, a wholly owned
subsidiary of Gold & Appel Trantfer, S.A., as to all of which shares Mr. Anderson exercises sole voting
and diapositive power. Of the 1,297,798 shares owned of record by Revision LW, 1,179,732 are pledged
to Donald A. Bums to secure a loan. Also includes 725,329 shares owned by the Foundation for the
International Non-Governmental Development of•Space of which Mr. Anabrson Is the President and a
director, and as to which Mr. Anderson&clefts benefiCgial ownership. Based on the Schedule 13D/A • .
jointly filed by Walt Anderson, Gold & Appel andRevislon on November 19, 2001. Notice has been
received from Mr. Bums legal representative that Mr. Anderson is in default of the loan agreement and
that Mr. Bums la to exercise his rights as. a secured party with respect to the pledged shares.

(5) Includes 300,000 shares of Covista Common Stock owned by The Warren H..Feldman Family LLC, as
to which shares Mr. Feldman disclaims beneficial ownership. Based on the Schedule 13D/A filed by Mr.
Feldman on August 22; 200f.

(6) 	 Of the 923,844 shares of Covista Common . Stock owned by the Foundation forthe International Non-
Governmental Development of Space; 703,529 shares are pledged to Donald A. Bums to secure a loan.
Notice has been received from Mr. Bums legal representative that Mr.•Anderson Is In default of the loan
agreement anti that Mr.-Bums Is to exercise his rights as a sc=rod pseq metit-respcct.to.the pledged• -• •

•
'''''

(Marcia



. 	 .
Security Ownership of Management The following table sets forth as of Aprillb, 2002, information concerning
the beneficial ownership of Covista Common Stock by each director, each nominee for election as a director, and
each Named Executive, and for all directors, director nominees and executive officers as a group:  .

Percentage
Name and Address 	 • 	 Amount and Nature Of 	 of
Of Beneficial Owner 	 Beneficial Ownership(1) 	 Class(2) •

_ Kevin A. Alward
. Walt Anderson

Leon Genet
Thomas P. Gunning
Donald Jena.,
A.•John Leach, Jr.
Henry G. Luken, Ill
Nicholas Merrick
Jay J. Miller
All directors, directornominees
(9 persons)

.1,255,779(3)

. 2,948,969 (4)
41,120
62,300(5)

5,000
438,000(6)

4;531,133(7)
• 100 .

35000(8)
and executive officers as a group

. 9,328,601(3)-(7)

10.0%
23.3%

3.5% .

35.9%

a

74.0%

* Less than one percent

(1) Except as otherwise set forth in the footnotes to this table, all shares are beneficially owned and sole
Investment and voting power is held by the persons named above, to the best of Covtsta's knowledge.
Shares of Covista Common Stock subject to options that are currently exercisable or exercisable within 60
days of December 11, 2001 are deemed to be outstanding and to be beneficially owned by the person
holding such options for the purpose of computing the
percentage ownership of such person, but are not treated as outstanding for the purpose of computing the
percentage ownership of any other person.

(2) Based on 10,819,405 shares outstanding
(3) Includes 25,000 shares of Covista Common Stock issuable to Mr. Alward under presently exercisable

options. Also includes 186,516 shares of Covista Common Stock owned by trusts of which Mr. Alwards
minor children are beneficiaries, asto which Mr. Alward disclaims beneficial ownership. Based on the
Schedule 13D jointly filed by Mr. Alward and certain related entities an November 16, 2001.

(4) Includes 1,297,796 shams of Covista Common Stock owned of record by Revision LLQ, a wholly owned
subsidiary of Gold & Appel Transfer, SA, as to all of which shares Mr. Anderson exercises sole voting .
and diapositive power. Of the 1,297,796 shares owned of record by Revision LLC, 1,179,732 shares are
pledged to Donald A. Bums to secure a loan. Covista has received notice from Mr. Bums that the loan Is
in default and it is Mr. Burns' intention to take ownership of the pledged shares. Also includes 725,329
shares owned by the Foundation for the International Non-Governmental Development of Space, of which
Mr. Anderson is the Pre.sident and a director, and as to which Mr. Anderson disclaims beneficial
ownership.• Based on the Schedule 13D/A jointly filed by Walt Anderson, Gold & Appel Revision on
November 19, 2001.

(5) includes 37,000 shares of Covista Common Stock issuable to Mr: Gunning under currently exercisable
options. Does not include 25,400 shares owned by Mr. Gunnings' spouse..

(6) Includes 192,000 shares of Covista Common Stock !sellable to Mt. Leach under currently exercisable
.optton.s.

(7) Based on the Schedule 13D/A flied by Mr. Luken on April 13, 2001.
(8) Includes 35,000 shares of Covista Common Stock issuable to Mr. Miller under currently exercisable

options.



Prances In Control

In August, 2000, Walt Anderson and two entitles controlled by him, Gold & Appel Transfer, S.A. and Revision
LLC, along with FINDS, entered Into a Stock Pledge Agreement with Donald A. Bums, which was subsequangy
amended in October 2000 (as amended, the Pledge Agreement"). Pursuant to the Pledge Agreement, Revision LLC
has pledged 1,179,732 shares of Common Stock, and FINDS has pledged 703,529 shares of Common Stock, to
secure a $13,000,000 loan made by Mr. Bums to Mr. Anderson, Gold & Appel Transfer, S.A. and Revision LLC. Such
loan is currently In. default, and consequently Mr. Burns has voting power with respect to the pledged shares. Were
Mr. Burns to foreclose upon the 1,883,261 shams of Common Stock pledged pursuant to the Pledge Agreement, which •
represent approdmately 16% of the outstanding Common Stock - it could result in a change of contra of Covista. Gold
&Appel has paid hankapprealmarely $4,200,000 of principal on this loan from Mr. Bums. The current value of the loan
with accrued Interest Is approximately $9,250,000. Covista has received a notification from Mr. Blithe continuing that it
Is Mr. Burns' intention to take ownership of the pledged shams.

On February 1, 2401,, the- Board of Directors of Covista authorized a transaction (the "Stock Issuance
Transaction') Involving the issuance and sate of a total of 3,500,000 shares of Common Stock to the following three
persons (the Tun:ha:sere) in the amounts indicated Kevin Alward, 1,000,000 shares; A. John Leach, 500,000 sha rer,- •
and Henry G. Luken, Ill, 2,000,000 shares. Pursuant to the rules of the NASD, consummation of the Stock Issuance

• Transaction was subject to the approval of Covista's shareholders because Messrs. Leach and Luken currently were
directors' and officers .of Covista, and, in addition, it was expected that Mr. Alward would become an officer of
Covista. The transaction was approved at a special oareholdels meeting on March 29, 2001. The stock was

•• Issued in April ; 2001. •

A change in control of Covista may be deemed to have occurred as a result of the foregoing transactions, as Walt
Anderson now controls 23.3% of the outstanding Common Stock, and Henry G. Luken III now controls 35.9% of the
outstanding Common . Stock •

ITEM 13. Certain Relationships and Related Transactions

Jay J. Miller, a Director of Covista, has provided various legal services for Covista during Fiscal 2002. In Fiscal
2002, Covista paid $144,574 to Mr., Miller for services rendered and accrued for In Fiscal 2002. As of January 31,
2002, Covista owed Mr. Miller $179,316. Covista believes that Mr. Miller's fees were reasonable for the services
performed and were no less favorable to Covista than could have been obtained from an unrelated third party. In
February; 2002, Covista granted to Mr. Miller 35,000 non-statutory shams optionable at $2.00 per sham.

Leon Genet, a Director of Covista, has provided agent services for Covista through his wholly-owned
Company, LPJ, Inc.. During Fiscal 2002, LPJ, Inc. was paid commissions of $93,066. The commissions paid to LPJ,
Inc. were computed on the same basis as otherindependent agents retained by Covista.

••
Walt Anderson, a Director' of Covista, serves on the Board of Directors' of Capsule Communications, as

deserted in ITEM 10.• Henry G. Luken Ili, the Chairman of the Board of • Covista is a major stockholder of Capsule
Communications.. Covfsta both purchases and sells services from Capsule Communications, Inc. Sales to Capsule in
Fiscal 2002 were approximately $615,000. Purchases from Capsule were apprordmately $660,000. All transactions
were based on competitive ten= obtained on an arm's length basis. Covista has subsequently merged with Capsule
Communications (see Item 1.-Business•Subsequent Events). • • •

•
Covista has entered into a lease agreement for 28,000 square feet of office space In Chattanooga,

Tennessee, with Henry G. Luken ill who is Covista's Chairman of the Board and its principal shareholder. The term of
the lease is for five years beginning September 1, 2001. The lease provides for annual rent of $86,400 from September
1, 2001 to August 30,.2002; $115,200 from September 1, 2002 to August 30, 2003; $144,000 from September 1, 2003
to August 30 2004, with the last two years to be $144,000 annually adjusted for the Consumer Price Index. Covista
believes that such premises are leased on terms similar to an arm's length transaction.



On July 2, 2001 , Covista received a ken from Henry G. Luken III, Its Chairman of the Board and principal
shareholder, in the amount of $4,000,000. The loan matures on February 1, 2003 together with accumulated Interest at
a rate of 7% per.annum. The proceeds of the loan were used to purchase a 10-year commitment for approximately 2.8
billion DS-0 channel miles of telecommunications network capacity from an unaffiliated party. The unaffiliated party has
recently Med for Chapter 11 reorganization; however at the time of this filing is continuing to perform under the
agreement Mr. Luken also advanced the company $400,000, the proceeds of ihich were used for construction of
new facilities.

On February 1, 2001, the Board of Directors of the Company, subject to perfunctory shareholder's approval which
was obtained on March 29, 2001, autborliedthe sale of a total of 3,500,000 shares of Common Stock•to the
following three persons (the isPurchaseisli in the amounts indicated: Kevin Alward, 1,000,000 shares; A. John
Leach, 500,000 shares; and Henry G. Luken, Ill, 2,000,000 shares. The.purchase price for the Common Stock to
be issued to Messrs. Alward, Leach and Luken is $2.00 per share, based on the fair market value of shares at
February 2, 2001. The stock sale was consummated in April 2001 with the issuance of 3,160,000 shares of
Common Stock. The Board of Directors authorized a decrease of 350,000 shares to be purchased by Mr. Leach.

On February 1, 2001, the Board of Directors of the Company authorized the acquisition of Blink Data Corporation,.
a telecommunications company, of which Kevin Alward was a principal shareholder, officer and director, for
300,000 shares of the Company's Common Stock valued at the fair market value at March 29, 2001, for total
consideration of $900,000. The transaction was completed on March 29, 2001.

On July 24, 2001, the Company issued a note receivable to Capsule Comrounications, Inc. of which a director and*
the chairman of the Company are principal shareholders. The note was for a total principal of $200,000 with .
Interest payable of 8 %% to be paid no later than July 24, 2002. On August 9, 2001, the Company Issued a note •
receivable to Capsule Communications, Inc. The note was for a totalprincipal of $300,000 with Interest payable of
8 34% to be paid no later than August 9,.2002.

On August 31, 2001, Covista entered Into a transaction with Applied Financial Corp. an unaffillated . fins.

involving the sale and leaseback of a telecommunications switch. Covista realized proceeds of approximately
$1,250,000 from the sale portion of the transaction, and agreed to lease back the switch for a three-year period at a
cost of approximately $420,000 per annum. Henry G. Luken, Ill provided an unconditional guaranty of Covista's
payment obligations to Applied Financial under the lease. Covista did not compensate Mr. Luken for providing
such guaranty.

. (THE REST OF THIS PAGE INTENTIONALLY LEFT BLANK)



SIGNATURES 

Pursuant to the requirements of Section 13 or 15. (d) of the Securities ExchanOe Act of 1934, the Registrant has
•

duly caused this Report to be signed On its behalf by the undersigned, thereunto duly authorized, on the fifteenth

•day of May, 2002

COVISTA COMMUNICATIONS, INC. '
(Registrant) 	 •

By: /S/ Henry G. Luken. 
Henry G. Luken III

Chairman of the Board
. 	 .-. 	 , 	 •	 ••

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report has been signed below by the
• following persons on behalf of the Registrant and in the capacities and on the dates indicated.

. ,
••

Sionature 	 2.11 	 Q,01

IS/ Henry G. Luken ill • 	 Chairman of the Board 	 May 15, 2002••
HeruyG. Luken ill

LS/ Walt Anderson 	 • Director 	 May 15, 2002
Waft Anderson

IS/ Kevin Alward 	 Director, 	 May 15, 2002
Kevin Alward 	 Chief Operating Officer

.  /S/ Leon Genet 	 Director 	 May 15, 2002
Leon Genet. 	 .

/S/ Donald Jones 	 Director 	 May 15, 2002 •
Donald Jones

/S/ A. John Leach 	 . Director, President and • 	 • May 15, 2002 .
A John Leach 	 • Chief Executive Officer

•

•	 ....I.
• 11

. /S/ Nicholas•Merrick 	
• Nicholas Merrick . •

• .

Director

•

May 15, 2092'

May 15, 2002
• •	 •

/Si Jew J. Miller 
Jay J. Miller.  

Director      

/S/ Thomas P. bunnina Vice President, Treasurer and •
Secretary, Chief Financial Officer .

and Principal Accounting Officer

May 15, 2002
Thomas P. Gunning 
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COVISTA COMMUNICATIONS. INC,

AND SUBSIDIARIES 

• ITEM 14.
...•

Exhibits and Financial Statements Schedule Years Ended January St. 2002. 2001. and 2000

JNDEX
' 	 (a) (1) e Financial • Statements; The following consolidated finandalstatements of Covista• .Communications, Inc.. and subsidiaries are included at the end of this Report:

'Consolidated FinancialStatements: ;

Independent auditors' report
	 F-1

Consolidated. balance sheetS - January 31, 2002
• . and 2001
	 F•2

Consolidated statements of loss and
comprehensive loss - years
ended January 31, 2002, 2001 and 2000 	 F-3

Consolidated' statements of shareholders' equity -
•years ended January 31, 2002, 2001, 2000 	 F-4

Consolidated statements of cash flows - years
ended January 31, 2002, 2001, 2000 	 F-5

Notes to consolidated financial statements 	 F-7

(a) (2) Supplementary Data Furnished Pursuant
to the Requirements of FORM 10-K: .

Schedule years ended January 31, 2002, 2001 and 2000

. 	 Valuation and Qualifying Accounts (Consolidated) 	 F-24

.. •

_ . 	 .
Schedules other than. those listed above are omitted because they are not required, not applicable or the
information has been otherwise supplied... ••, 	 ,
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. 	 .
• INDEPENDENT AUDITORS' REPORT

Board of Directors and Shareholders
Covista Communications, Inc. 	 •
150 Clove Raid
Ude Falls, New Jersey 07424 	 •• • ••••
We have audited the accompanying consolidated balance sheets of Covista. Con:mud:atom Inc. anc• subsidlarlea
' (the "Company) as of January 31, 2002 and 2001, and the related consolidated statements of !ins and comprehensive

•-•loss, shareholders' equity, and cash lows for each of the three years in the period ended January 31, 2002. Our audits
also included the consolidated financial statement schedule listed in the Index at item 14(a)(2)t. These consolidated
financial statements and financial statement schedule are the responsibility of the Company's. management: Our ,

responsibility Is to express an opinion. on these consolidated financial statements and financial statement schedule.
based on our audits. 	 • • ' . '

•. 	 • 	 • • 	 • 	 ••. 	 •
We conducted our audits In accordance 	 auditing standards generally accepted in the United States of America.

•Those standards require that we plan and perform the audit to obtain •reasonabb assurance about whether the'
• consolidated financial. statements are free of material misstatement. An audit- Includes examining, on a test basis,

•• evidence supporting the amounts and disclosures In the consolidated financial statements. An audit also Includes
assessing the accounting prindpies•used and significant estimates made by management, as well as evaluating the
overall consolidated financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, such consolidated financial statements present fairly, in all material respectsi the financial position of
Covista Communications, Inc. and subsidiaries .as of January 31, 2002 and 2001, and the results of their operations
and their cash 'flowd for each of. the three years in the period ended January 31, 2002 in confOrmity with accounting
principles generally accepted in the United States of America. Also, in our opinion, such financial statement schedule,

•when considered in relation to the basic consolidated financial statements taken as a whole, presents -fait ,: In all
material respects the information set forth therein. 	 .

/a/ DEMME & TOUCHE UP
• New York, New York

Apnl 26, 2002
(May 14, 2002 as to Note 21b) 	 .
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COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES
•CONSOLIDATED BALANCE SHEETS

3ANUARY 31, 2002 AND 2001
•

.V1E3
CURRENT ASSETS:

Cash and cash eqUivalents $ 1,379,038 $ 	 2,691,889 •
Investments available for sale 	 • 439,773 • 537,007
Tradeaccounts receivable (net of allowance for doubtfUl

accounts of ($4,987,130 and $4,075,223 In 2002 and 2001, •
respectively) 10,252,837 20,526,178

Notes•recelvable • 500,000 . 	 -
Prepaid expenses and other current assets 1.373.780 • 1.225.463

• Total current assets • s. 13,945,428 • 24,980,537

Propertyand equipment, net 12,489,626 13,020,579

•Deferred tine installation costs (net of accumulated amortization
of $843,049' and $745,353 In 2002 and 2001, respectively) 174,785 216,672.

Otherassetslnet a accumulated amortization of $ 846,452 and $ 33,761
In 2002 and 2001, respectively. ' 4.646.95Z 879.614

s AND' manumaa. EQUITY

$31.256.791 *34 	 S2

CURRENT LIABILITIES
Accounts payable 	 • 	 . . $ 19,465,274 . $ 27,960,046
Other current and accrued liabilities 4,434,795 2,834,557.
Salaries and wages payable 991,012 1,304,818•
Current portion of long-term debt 381.401 615.053

Total current liabilities 25. 72.486 32.714.474

Other long-term liabilities 15.466 223.78Il •

Long-term debt 4.400.000 382.047

Commitments and coritingendes (Note 14)

SHAREHOLDERS' EQUITY: 	 •
Common Stock, par value $.05 per shale; authorized 50,000,000 	 •
shares;•Issued 12,385,757 shares In 2002 and 9,505,824 shares In 2001 .• 619,288 475,291.

Additional paid-in capital • 25,650,098 30,016,454
Accumulated deildt ' • 123.255.1071 (11.285.5191 

. • '1,014,739 . 19,206,226
Unearned ESOP shares •

(12,225,000) .
..Treasury stock-at cost —1,536,419 shares In 2002 and 2001, respectiVely

Accumulated other comprehensive Income
( 1,445,440) ( 1,445,440)

241.307

Total shareholders' equity 1568.839 5.777.093

p 31.256.741 	=WM



(1.33)

COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS

YEARS ENDED 3ANUARY 31, 2002, 2001 AND • 2000

NET SALES

COSTS AND BOWES:

2002 2001 261

I 139.760.497.125.212.626
. 	 .

t 133.230.437

Cos•& sales 	 • 76,475,802 116,059,002 112,794,378
Access charge settlement (Note 18) 	 ' • (1,264,483)
Selling, general and adMinlstratIve (excluding

stodc.compensation) 	 . 30,986,877 26,902,962 27,990,145
• Restruchning charge 	 • '(318,879).

Other compensation (Note'12) 	 . 	 .Stock compensation 	
•

• 1 .01i 266:56;
5,770,554

204,014

Total •costs'and expenses

OPERATING LOSS

OTHER INCOME (EXPENSE):

107;474,690

(12.161.9941

141,964,046

(8.733.6091

•

• 146,440,213

(6.679.7161

•
Interest Income 159,996 167,583 115,119
Other income 274,466 41,994 • 1,105
Interest expense (242.056) .(105.2721 • (147.092)

Total other income (expense),.net 	 . • 192.406 104.305 (30.868)

LOSS BEFORE INCOME TAXES (11.969.5881 (8.629.304) (6.710;5841

INCOME TAX PROVISION 2.703.618

NET LOSS .. (11.969.5881 (8.629.3041 (9.414.202)

OTHER COMPREHENSIVE INCOME, NET OF TAX
Unrealized holding gain 	 •

p (11.q6q.Ssa\

61.055,

COMPREHENSIVE LOSS 	 • $ (8 -544 -7731 p (9.351.1471

BASIC LOSS PER COMMON SHARE •

DILUTED LOSS PER COMMON SHARE

p • ton - $ 	(um

(1 -171 	11.161.11

See notes to consolidated financial statements .
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•

• COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

YEARS ENDED 3ANUARY 31, 2002, 2001 AND 2000

$.

Common 	 .
Staids

Additional
Paid-In

Seat
$ 	 22,809,518

•

Retained
Earnings

(Accumulated
Defidti

Treasury

.20a .
$ 	 (1,456,781) 	 $

Unqarned.
• ESOP 	 Comprehensive .

Mara
(12;225,000) 	 $

Accumulated
• Other

Income
.$

Total
16,442,184455,739 $ 	 6,757,987 106,721

. - • -• 61,055 • 61,055
18,727 1,780,422

• -

1,799,149
250,000 250,000

4,870,554 • & 4,870,554
• (1,769) (1,769)

(9,414.202)' • (9.4142021
474,466 . 	 29,710;494 (2,656,215) (1,458,550) (12,225,000) 161,776 14,006,971

- 79,531 79,531
825 . 	 135,187 - • - 	 I. - - 136,012
• - • 170,773 . 13,380 184,153
- . - (270) - (270)
- - (8.629.304) - ., 	 • 	 - (8.629.304)

.
.. 	 475,291  30,016,454 (11,285,519) (1,445,440) (12,225,000) 241,307 . 5,777,093

157,500 6442,560 - - - 6,300,000
1,497 41,944 - 43;141

15,000 885,000 - - 	 • • 900,000
(30,000) . 	 ( 12,195,000) - • . 	 12,225,000

- 759,200 - - 	 • 759,200
(241,307) (241,307).

- (11,969.588) - (11.969.588)
619.28R I 	 25.650.0911 $ 	 _123,255,1071

-

ANUARY 31, 1009
acting gain 	 .
mployee stodc options
Ibutlon (NOTE 12) 	 -
sit (NOTE 12)
stock grants

IANIJARY 31, 2060
og gain

enplayee stock options / grants
' shares for other assets
stodc grants

JANUARY 31, 2001
Mon Stock
employee stock options / gtants
shares for other assets 	 •
lot BOP
I Stock Grants
hi on sale of Investments

'JANUARY 31, 2002 	 .

•

) consolidated financial statements



COV1STA COMMUNICATIONS, INC. AND SUBSIDIARIES
• CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED JANUARY 31, 2002, 2001 AND 2000

2,02
CASH FLOWS FROM OPERATING AtrivrnEs:

2001

Net loss (11,969,588) $ .(8,629,304)
Adjiibnents to reconcile net loss In net

cash (used In) provided by operating activities.. .•
Depreciation and amortization 4,568,631 3,577,995
Provision for doublibi accounts 5,382,384 2,346,761
NO11-0511 stock compensation exp ense 12,011 266,565
Deferred income taxes
Restructwing (credit) charge, net of castipaid GB

• Loss on digitisel of property..and equipment 88,690
(Gain) loss on sale of investments 	 • (265,733) • 5,317
Change In assets and

(Increase) decrease In assets:
Trade accounts receivable. 4,890,957 789,518
Prepaid expenses and other-arrent assets . • 	 251,683 1,339,568
Other assets •• (164,300) . (293,584)

Increase (decrease) in liabilities:
Accounts payable (8,494,772) 3,157,678
Other current and accrued liabilities • • 2,033,621 (558,312)

Other long-term liabilities (208.32Z (26.744)

Net cash (used in) 	 by operating actfilitiesprovided (3.963.42M 2.064.148

CASH FLOWS FROM INVESTING ACTIVMES:

Net Assets acquired in pUrchase of mink Data Corporation 90,402
Proceeds from sales and maturities of

investments available fdr sale (net) • 115,529 86,788
Purchases-of property and equipment 	 . 	 • (5,465;329) (3,227,593)
Proceeds from sale of property and equipment and leasebadc transactions 2,338,038 •1,975

Notes receivable from related party 	 . 	 . (500,000) -
Payments for deferred line installation costs (55,809) • • (47,621)

Payments for prepaid network capacity (4,009,000) • -

Collection on notes receivable from employees '

.

Net cash used in investing •Pactivities (7.477.1691 (3.186.4511

CASH FLOWS FROM FINANCING ►CTIVITIES:
Proceeds from the Issuance of Common Stodc 	 • .6,300',000

Proceeds from Stodc Options ecerdsed 43,441 8,437

Note payable to related party 4,400,000

Repayment on bank borrowings 	 • (615.6951 (568.7241

Net cash provided by (used la financing activities 10.127.744 (560.2871

ION

$ (9,414,202)

2,985,359
1,074,916
5,324,569
Z703,618
(318,879)

16,256
• -

(6,004,893)
(305,546)

52,536

4,102,224
(110,787)

(43.9681

61.18a

(3,018,710)
17,216

(55,232)

45.402

(3.011.3241

1,799,149

(526.4211

1.272.728



COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS O•CASH FLOWS

YEARS ENDED JANUARY 31, 2002, 2001 AND 2000
(Continued)

NET DECREASE IWC,ASH AND
CASH EQUIVALENTS .

CASH AND CASH EQUIVALENTS,
BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS,
END OF YEAR •

SUPPLEMENTAL DISCLOSURES OF .
CASH FLOW INFORMATION:

- Cash paid (received) during the year for:
Interest

Income Laces 	 •

$(1,312,851) • $(1,682,596) 	 $(1,677,413)

2.691.889 	 4_374.479 	 6.051.8*

1 X74.038 S 2.691.989 4.374.4*

242.05fi 	 111.27Z	jaign

1.560 =Ail= t 	 3.40q

Non-cash:
Issuance of treasury stock for customer lists

Induded in other assets . 	 $ 	1114-151 $ - 

Issuance of Common Stock in connection with Blink Data

acquisition for other assets and cash



• COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 	 .

FOR THE YEARS ENDED JANUARY 31, 2002, 2001 AND 2000 •

NATURE OF OPERATIONS

Covista Communications, Inc. ("C.ovistal, and its wholly-owned. subsidiaries .(collectively, the
'Company') operates as a switch based resale common carrier providing twenty-four hour, seven day a
week, domesticand international long distance telecommunications service to customers throughout the
United States. The Company's prindpal customers are primarily businesses and other common carriers.
On September 15, 2000, the Company changed its name from Total-Tel USA Communications, Inc. to
Covista Communitations, Inc. •

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES .

Principles of Consolidation - The consolidated financial statements include the accounts of Covista
Communications; 'Inc. and its subsidiaries, all of which are wholly-owned. All intercompany transactions
and balances have been eliminated in the consolidated financial statements.

Revenue Recognition - The Company's revenues, net of sales discounts, are recognized in the period In
which the service is provided, based on the number of minutes of telecommunications traffic carried, and a
rate per minute. Access and other service fees charged to customers, typically monthly, are recognized in
the period in which service is provided.

Property and Equipment- Property and equipment are stated at cost: Depredation- and amortization
Is being provided by use of the straight-line method over the estimated useful lives of the related
assets. Leasehold improvements are amortized over the shorter of the term of the lease or the useful
lives of the asset -

The estimated useful lives of the prindpal dasses of assets are as follows:

Classification • Years

Machinery and equipment 	 • 5-10
Office furniture, fixtures and equipment 7-10
Vehicle; 3-5
Leasehald improvements 	 • 210
Computer equipment and software 5-7

Deferred tine:Installation Cos - The COMpany defers charges from other common carriers which
cover the cost of installing telephone:transmission fadUties (lines). Arnortliation of these costs is
provided using, the straight-line method over the contract life of the lines ranging from three to five
years.

. •
Customer Lists - Customer lists, Included In other assets, represents the fair value of the customer
base acquired and is being amortized using an accelerated method' over a period of 3 years. The
carrying value of the customer list is. reviewed on a quarterly bast for the edstence of facts or

. circumstances, both internally and externally, that may suggest impairment During fiscal year 2001, the
Company acquired a customer list through the issuance of 14,234 shares of treasury stock valued at the .
fair market value of the Company's Common Stock on the date of the transaction. During fiscal year
2002, the Company acquired a customer lfst through an acquisition by issuing 300,000 shares of its
Common Stock at the fair market value of the Company's Common Stock on The date of the transaction.
The excess of the purchase price over the net assets of company acquired were allocated 100% to the
customer list



•

• COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (condnied)

FOR THE YEARS ENDED JANUARY 31, 2002, 2001 AND 2000

••
Use of Estimates - The preparation of consolidated financial statements in conformity with genera

. gy
accepted accounting principles . requires management to make estimates and assumptions that affect
the reported amounts of assets and Debilities, the disclosure of contingent assets and liabilities at the
date of the consolidated financial statements and the reported amounts of revenues and expenses
during the reported period. Actual results could differ from those estimates.

. •
• Concentradons of Credit Risk - The Company sells its telecommunications services and products
• primarily to small to medium size businesses and wholesale customers. The Company performs ongoing..
•4.

credit evaluations of both its retail and wholesale customers. The Company generally does not require
collateral,. however when drcumstances warrant, deposits are required. Recent conditions In the

. telecommunications Industry have given rise to an Increase in potential doubtfUl accounts. Allowances ,
• are maintained for such potential credit losses: The Company has entered Into offset arrangements

with certain of its customers, who are also vendors, allowing for the ability to offset receivables against•
'• • 	 the Company's payables balance.•

;;‘‘t

Loss per Share - Basic loss per share is represented by net loss available to .common shareholders
divided by the weighted-average number of common shares outstanding during the period. Diluted loss
per share reflects the potential dilution that. could occur if securities or stock options were exercised or

4. 	 converted into Common Stock during the period, if dilutive (see Note 15).

Authorized Common Stock On February 23, 2000, the Company's shareholders approved an
• increase in the number of authorized shares of Common Stock from 20,000,000 to 50,000,000 shares.

•••
Cash and Cash Equivalents - The Company considers all highly liquid investments purchased with an
original maturity of three months or less to be cash equivalents. Cash and cash equivalents consist of
cash on hand, demand deposits and money market accounts.

••
Fair Value of Finandal .Thstruments - For cash and cash equivalents, the carrying value is a
reasonable estimate of its fair value. The estimated fair value of publicly traded financial instruments is• •
determined by the Company using quoted market prices, dealer quotes and prices obtained from
independent third parties. For financial instruments not publicly traded, fair values are . estimated based
on values obtained from independent third parties or quoted market prices of comparable instruments.
The fair value of the debt was determined based on interest rates that are currently available to the
Company for Issuance of debt with similar terms and , remaining maturities for debt issues that are not
traded on quoted market prices. However, judgment is required to interpret market data to develop the
estimates of fair value. Accordingly, the estimates are not necessarily. Indicative of the amounts that
could be realized In a current market exchange.

• .
The carrying values and fair values of financial' instruments are as Mows:

2002 	 2001
Carrying 	 . Fair

Value 	 Value 	 Value 	 Value .
Assets:

Cash and cash equivalents 	 $ 1,379,038 $ 1,379,038 $ 2,691,889 $ 2,691,889
Investments available for sale $ 439,773 $ 439,773 $ 537,007 $ 537,007

Debt
	 $ 4,781,405 $ 4,781,405 $ 997,100 $ 997„1.06



COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES .
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEARS ENDED JANUARY 31; 2002, 2001 AND 2000

Long-Lived Assets- The Company accounts for the Impairment of long-shred assets and for long-lived
assets to be disposed of by evaluating the carrying value of its long-lived assets in relation to the
Operating performance and fUture undiscounted cash flows of the underlying businesses annually and
when Indications of impairment are present. Long-lived assets to be disposed of, if any, are evaluated
In relation to the net realizable value. If impairment is indicated, the amount of the Impairment is
typically calculated using discounted expected future cash flows. The discount rate applied to these cash .
flows is based on the Company's weighted average. cost of capital. If the carrying value of the asset
exceeds the fair value of the asset, the difference will be charged to the results of operations in the
period that the impairment occurred. •

•
Recent AcCountIng Pronouncement!, — Statement of Finandal Accounting Standards (SFAS) No.

•: 133, Accounting . for Derivative Instruments and Hedging Activities, is effective for all fiscal years
beginning after June 15, 2000. SFAS 133, as amended, establishes accounting and reporting standards
for derivatiire instruments, including certain derivative instruments embedded in other contracts and for
hedging activities. Under SFAS 133, certain contracts that were not formerly considered derivatives may

•now meet the definition of a derivative. The Company adopted FAS 133 effective February 1, 2001. The
adoption of SFAS 133 did not have a significant impact on the financial position, results of operation, or
cash flows of the Company.

In June 2001, the Finandal Accounting Standards Board ("FASB") issued Statement of Financial
Accounting Standards No. 141 ("SFAS 141°), °Business Combinations." SFAS 141 requires the purchase
method of accounting for business combinations initiated after June 30, 2001 and eliminates the
pooling-of-Interests method. Covista does not believe that the adoption of SFAS 141 will have a
significant impact on its financial statements, beyond the cessation of goodwill amortization on future
business combinations. As of January 31, 2002 Covista has no Goodwill recorded on its books.

In June 2001, the FASB issued Statement of Financial Accounting Standards No. 142 ("SEAS 142"),
°Goodwill and Other Intangible Assets", which Is effective February 1, 2002. SFAS 142 requites among .
other things, the discontinuance of goodwill amortization. In addition, the standard indudes provisions for
the reclassification of certain existing recognized intangibles as goodwill, reassessment of the useful lives of
existing recognized Intangibles, redassifkadon of certain intangibles out of previously reported goodwill and
the Identification of reporting units for purposes of assessing potential future impairments of goodwill. SFAS
142 also requires Covista to complete a transitional goodwill impairment test six months from the date , of
adoption. Covista is currently assessing but has not yet determined the impact of SFAS 142 on its financial
position and results of operations..

In August 2001, the FASB issued Statement of Finandal Accounting Standards No. 143 ("SFAS 143"),
°Accounting for Asset Retirement Obligations', which Is effective for all fiscal years beginning February 1,
'2003: SFAS 143 requires recording thefair value of a liability for an asset retirement obligation in the period
In which it is Incurred, and a corresponding Increase in the tarrying value of the related long-lived asset
Over time, the liability is accreted to its present value each period, and thecapnalized cost is depredated
over the useful life of the related asset Upon setderrient of the liability, it is either settled for its recorded
amount or a gain or loss upon settlement is recorded. Covista is currently assessing but has not yet
determined the impact of SFAS 143 on its financial position and results of operations.

•

7. 	 •



Retail

47,423,502
18,021,471
(7,013,376)

$ 53,487,012
$ 13,082,019
$ (6,541,566) .

2002
_ 	 Net sales

• Grose margin
Operating loss

2001
Net sales
Gross margin
Operating loss

$
$
$

Operating Coss) income after other compensation $

2000
Net sales
Gross. margin
Operating loss

COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEARS ENDED 3ANUARY 31, 2002, 2001 AND 2000

. 	 .
In October 2001, the FASB issued Statement of Financial Accounting Standards No. 144 ("SFAS 144"),
Accounting for the Impairment or Disposal of Long Lived Asset", which is effictive February 1, 2002.

• SFAS 144 replaces the Statement of Rnandal Accounting Standards No. 121, Accounting for the
Impairment of Long Lived Assets and for Long-Lived Assets to be Disposed OF. SFAS 144 requires that

. Jong-lived • assets be measured at the lower of the carrying amount or fair value, less cost to sell,
. whether inducted in continuing operations or in discontinued operations. Covista is currently assessing

•..bUt has not yet determined the impact of SFAS 144 on its financial position and results of operations.

.3. '-SEGMENT REPORTING

The Company sae telecommunicattan services to two distinct segments: a retail segment,• consisting
• primarily of small to medium size businesses within the Northeastern United States, and a wholesale

segment, with sales to other telecommunications carriers.•
J

. • In addition to direct costs, each segment is allocated a proportion of the Company's operating
-expenses, including utilization of its switch and facilities. The 'allocation of expenSes is based upon the
minutes of use flowing through the Company's switching network. There are no intersegment sales.•
Assets are held at the consolidated level and are not allocable to the operating segments. Management'
evaluates performance on operating results of the two business segments.

Summarized financial information concerning the Company's reportable segments is shown in the
following table.

Wholesale Total

$ 	 47,889,194 $ 95,312,696
$ 	 815,423 $ .18,836,894
$ 	 (5,148,618) $(12,161,994)

$ 79,743,425 $133,230,437
$ • 5,353,899 $ 18,435,918
$ (2,192,043) $ (8,733,609)

. 	 .
69,0231194 . $ 70,737,303 $139,760,497
20,712,262 $ 	 6,253,857 $ 26,966,119
(3;905,664) $ 	 2,996,502 $ ( 909,162)
(6,760,900) "$	 81,184 $ (6,679,716)

•



COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES••
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE.YEARS ENDED JANUARY 31, 2002, 2001 AND 2000

. 4. INVESTMENT SECURITIES

Invesbnents available for sale consist of:

2002
iiii(5111331111nd 	 Market

Sint 	 Oa 	 Log 	 Um
	$ 25,0130 $ 	 $ 	 $ LUGO

	

414,773 	 - 414,773

. 2=1

2001 	 •
doss iklmilfzed - Market

Sit 	 LOA 	 Yalue
I 25,000 $ 	 - $ 	 - $ 25,000
. 200,000 • 	 - • $ 	 -	 200,000
_70.,32 241.307 $ 	 312.007,

SM2g2 MUM • 	 =ADZ

Bond 	 •
Mutal Funds
Common Stock .

The deferred tax on the net unrealized gains at linuary 31, 2002 and 2001 were $0 and $0, respectively;
'.resulting In net amounts of $0 and $241,307 In Accumulated Other Comprehensive Income.

The bond will mature in 2005.

S. PROPERTY AND EQUIPMENT

. Property and equipment consists of:

Machinery and equipment
Office furniture, fixtures and equipment
Leasehold improvements
Vehicles .

Computer equipment.and software
Machinery and equipment in progress

Less accumulated depreciation and amortization

200Z
$ 17,064,974

2,672,237
1,497,811

181,256
7,325,243
2.102.895

30,844,416
18.354.790 

Zwn
$ 16,429,970

2,755,736
1,375,200

. 181,256
6,881,624

93.339

27,717,125
14.696.546

12.489.626 13.020:579

. 	 .
Depredation and amortization expense related to property and . eggipment for. . the years ended .
January 31, 2002, 2001 and 2000, was $3,658,244, $3,433,004, and $2,862,151, respectively.

•
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2002 	 2figo

1,893,850

809.768

Federal •
Current • •

• Deferred
'State income taxes
Current "
Deferred

COV1STA COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEARS ENDED JANUARY 31, 2002, 2001 AND 2000

6. INCOME TAXES .

The provision (benefit) for income taxes includes the following: .
. 	 • 	 •

p	 t 2.703.64

•
Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for "firrandal reporting purposes and the amounts used for income tax
purposes. Valuation allowances are provided against assets that are not likely to be realized.

The Income tax effects of significant items comprising the Company's net deferred tax asset (liability)
are as follows:

2002 	 2001 .
Luant 	 Iona-terra 	 Current 	 Long-terra

$ 1,991,860

332560
•

74.550

Deferred tax assets:
Allowance for doubtful accounts
Accrued compensation expense
Unamortized lease Incentive

•. Accrtieclexpenses
Net operating loss carryforward•

• .Altemative minimum tax credit •
Other

$ 	 - $ 1,516,570 • $ 	 -

	

268,130- 	 - 597,480'
•89,380 -

- 77,180

	

10,877,719 	 - S6,566,190' --

	

593,940 	 ' 593,940

' Total gross deferred tax assets 	 2,398,970 - 	 11,739,789 	 11593,750 	 .7,846,990
Less: Valuation allowance 	 (2.398.970) 	 (9.510.179) 	 (1.593.750) 	 (5.812.790)

Total net deferred tax asset • 	 2.209.610 	 - '  2.034.200 

Deferred tax liabilities:
• Property and equipment

Other
- • 	 (2,209,610) - • (1,937,820)

(96.380) rIO           

Total deferred tax liabilities

Net deferred tax asset (liability) 	 • 

(2.209.610) 	 (2.034,200)

• LEMINOCCI:11  



COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEARS ENDED 3ANUARY 31, 2002, 2001 AND 2000

A recant:Illation from the U.S. statutory tax rate of 34% to the effective tax rate for income taxes on the
consolidated statements of (loss) earnings is as follOws:

2002 	 20014•
•:Computed expense at statutory rates $ (4,069,660). 	 $ (2,933,963) $ (2,281,599)

(Reductions) increase in taxes resulting from:
. 	 Tax exempt Interest Income (550)• • • 	 (3,140) (3,320)

State taxes (benefit), net of federal income
• tax benefit 	 • (708,853) 	 (513,164) -. (191,230)

Put agreement 1,219,549
Valuation allowance • 4,522,609 	 3,703,659 . 	 3,702,881
Other (256.454) 	 (253.392) • 257,337

S■11011.01■ENZI 	 1111•1■11MMINEMMili 2,703.6A

At January 31, 2002, . for • Federal income tax purposes, the Company had net operating loss
carryforwards of approximately $24.4 million which will begin to expire in stages in the year 2020, and
alternative minimum tax credit carryforwards of approximately $594,000. The alternative minimum tax -
credit does not expire.

7. LEASE COMMITMENTS

The Company rents various fadlities under lease agreements dassMed as operating leases. Several of
the underlying agreements contain certain incentives eliminating payments at the InceptiOn of the lease.
Lease incentives are amortized on a straight-line basis over the entire lease term. Under terms of these
leases, the Company is required to pay its proportionate share of increases in real estate taxes,
operating expenses and other related costs.

The Company leases warehouse space in Belleville, New Jersey from a partnership in which two of the
partners were directors and major shareholders of the Company. Both partners are no longer directors.
During the fiscal years ended January 31, 2002, 2001 and 2000, the Company paid .rent of $21,530,

:1449,479 and $62,848, respectively to the partnership. The lease expired on November 30 1 1998, • and
. has been renewed subject to termination upon 120-clays • prior written notice by either party. The lease

was amended on August 31, 499 to provide an annual rate 41147,980. The lease terminated during
. the fiscal•year ending January 31, 2002. .

Covista has entered into a lease agreement for 28,000 square feet of office space In Chattanooga,
Tennessee, with Henry G. Luken M who Is Covista's Chairtnan Of the .Board • and Its prindpal
shareholder. The term of the lease is for five years beginning September 1, 2001. The lease provides
.for annual rent of $86,400 from September 1, 2001 to August 30, 2002; $115,200 froth' September 1, •
2002 to August 30, 2003; $144,000 from September 1, 2003 to August 30 2004 1 with the last two years
to be $144,000 annually adjusted for the Consumer Price Index. Covista believes that such premises
are leased on terms similar to an arm's length. transaction.
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In July 2001, Covista entered into an approximately $1,245,000 sale and leasebadc transaction -whereby.,•
.Covista sold and leased back new and exiting telecommunications switching equipment purchased-

'earlier In the current fiscal year. 'The equipment was sold for the original purchase price. The term is-
three years and Covista has an option to repurchase the equipment at fair market value at lease

. 1; 	 termination. The related lease Is being accounted for as an operating lease. 	
.

...li
• It

In NCvember 2001, Covista negotiated another sale and leaseback transaction for a second •
teletommunications switch for approximately $1,092,700. The lease contract Is similar to the first
transaction, with a term of three years with an option to repurchase the equipment at fair market value •
at lease termination. The second kale Is also accounted for as an operating lease.

Future minimum annual rentals on these leases as ofjanuary 31, 2002 are as follows:

Year ending January 31,
2003 $ 	 1,919,281
2004 1,213,050 	 •
2005 1,090,740
•2006 426,640
2007 366,640
2008 and thereafter 1.504,391,

16.520.742

• Rental expense for the years ended January 31, 2002, 2001 and 2000 was approximately $2,355,000, •
• $1,500,000, and $1,377,000, respectively.

8. EMPLOYEE BENEFIT PLANS

. The Company has established a savings Incentive plan for substantially all employees of the Company
which Is qualified under section 401(k) of the Internal Revenue Code. The savings plan provides for

. ,contributions to an independent trustee by both . the Company and Its partldpating employees. Under
the plan, employees may contribute up to 15% of their pretax base pay. The Company matches.50%
of the first 6% of pailidpant contributions. Partidpants vest immediately in their own contributions and
•over .a period of six years for the Company's contributions. Company contributions' were approximately

• $162,000, $95,000, and $125,000, for the years ended January 31, 2002, 2001 and 2000, respectively.

9. STOCK OPTION PLANS 	 ..• 	 .

: 	 The Company has four stock option plans iuthortingthe granting of either Incentive Stock OptIOns or
. 	 Nonquallfied Stodc Options. The•1987 Stock Option Plan. (the "1987 Plan") provided fOr the issuance of

an aggregate of not more than 1,329,800 shares of the Company's Common Stock. • The 1996 Stock
.Option Plan (the '1996 Plan") provides for the. issuance of an aggregate of not more than 600,000

• •shares of the Company's Common Stock. The 1999 Equity Incentive Plan (the *1999 Plan") proildes for
the issuance of an aggregate of not more than 750,000 shares of the Company's Common Stock. The
2001 Equity Incentive Plan (the "2001 Plan") prcivides for the issuance of an aggregate of not more than

• 900,000 shares of the Complr.y's Common Stock. • •
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Stodc Options granted pursuant to the Plans must have an exercise price equal to at least 50% of the
• fair market value of the Company's Common Stock at the time the option is granted. Incentive Stock .

Options may be granted only to employees. Nonqualified Stock Options may be granted to employees
...as well as directors, independent contractors and agents, as determined by the Board of Directors. All
options available to be granted under the 1987 Plan were granted prior to September 1, 1997. All
options available to be granted under the 1996 Plan, totaling 49,350 at January 31, 2002, must be
granted by October 10, 2006. All options available to be gran ted under the 1999 Plan, totaling 242,667
at January 31, 2002, must be granted by February 23 1.2009. All options available to be. granted . under
the 2001 Plan, totaling 47,400 at January 31, 2002, must be granted by February 8, 2012.

At January 31, 2002, shares under the 2001 Plan had not been registered by the Company. The options
airrently outstanding have 'terms that expire between five and ten years from the date of grant and
•vest over a period of one to four year$ from the date of the grant

On February 23, 2000, the Board of Directors passed a resolution 'allowing the Company to reprice all
• outstanding options granted under the• 1996 Plan and the •1999 Plan. All outstanding options,

approximately 243,000 net of cancellations, which were originally granted at prices ranging from $14.63
• to $21.50 per share were repriced to $14.25 per share. Accordingly, the option prices per share and

weighted average exercise price in the following 1996 Plan and 1999 Plan tables have been restated to
reflect the $14.25 exercise price. All other terms and conditions, Including vesting periods remain
unchanged. The repriced options are subject to variable plan accounting and as a result there was no
income statement effect of these options in the year ended January 31, 2002 and January 31, 2001 due
to the decrease in the Company's stock price below the new exercise. price.

•
On February 1, 2001, 35 employees were given the opportunity to cancel 248,200 options to purchase
Common Shares. All 35 agreed to cancel the options. On August 2, 2001 248,200 options to purchase
Common Shares were issued at the then dosing market price of $5.65 per share.

Information regarding options under the 1987 Plan is as follows;

.	 .
•Option Price

Outstanding Exerdiable

Welehted
Averaae

ExercisePer Share
.$0.51 - $4.81 310,000 310,000 $ 	 137January 31, 1999 balance

• ,Exercised $0.51 - $4.81 (211.000) (211.000) 2.25

January 31, 2000 balance $0.51 - $1.00 99,000. • 99,000 0.75
• Exercised 0.51 (16.500) • (16.500) 0.51

January31, 2001 balance $0.51 - $1.00 82,500 82,500 $ 	 0.80

. Exercised $ 	 •	 1.00 	 • (16,500) (16,500Y $ 	 1.00

Cancelled 	 • $0.51 - $1.00 (66.000) (66.000) $ 	 • 	 0.80

January 31, 2002 balance
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Information regarding options under the 1996 Plants as follows: .

Option Price
Egarsha
	

Outstanding tgendath
January 31, 1999 balance . $ 7.25 - $14.25 . 342,100 175,000
Granted 	 . $14.25 261,500

: Became Exercisable . 	 $14.25 87,683
.Exercised $ 7.25 - $14.25 (165,500) (165,500)
Cancelled 7.25 - $14.25 (94 ..100) -

••January 3.1, 2000 balance . $10.00 - $14.25 344,000 97,183
Became Exercisable . $145 18,184
Cancelled • $14.25 (259.600) (64.000)

January 31, 2001 balance $10.00 - $1425 $4,400 51,367
Granted $2.00 523,000
Became Exercisable $2.00 101,000
Cancelled . $ 2.00- $14.25 (259,400) ( 51,367)
Exercised $2.00 (5.000) (5,0001

January 31, 2002 balance • $2.00 343.000

Welahte4
&Ma

Exercise Ptiat
$ 	 10.99
$ 	 14.25
$ 	 14.25
$ 	 . 7.90 •

$	 14.25 

$ 	 14.06
$ 	 14.25
$ • 14.25

13.50
2.00
2.00
.534
2.00

2.00 ,

Information regarding options under the 1999 Plan is as follows:

•

paigthigg
Per Share

January 314999 balance IMP$
•Granted $ 	 14.25
•Became Exercisable • $ 	 14.25

Cancelled 14.25 

January. 31, 2000 balance $ 	 14.25
• Granted $ 	 14.25

: Became . Exercisable $ 	 14.25
Cancelled $ 	 14.25

..JanuarY 31, 2001 balance
Granted
Became Exercisable
Cancelled

- Exercised

$. 	 14.25
$ 2.00 - $7.00
$ 1.00 - $3.50
$ 3.00 - $14.25
$ 2.00 - $3.50

. Outstanding Exude-able

Welahteck
Average

Exercise Price
MO

684,500. • $ • 	 14.25-
48,000 . 	 $ 	 14.25

(•63.5Q9) 14.25

521,000 48,000 $.	 14.25
365,104 $ 	 14.25

92,375 $ 	 14.25
(372.600) (48.000) 14.25

513,500
•558,400

92,375
•

$ 	 14.25
$ 	 3.76

•
8,433 $ 	 2.02

	

(573,000) 	 • ( 89,175) .	$	 12.93
	( 8.433)

	
( 8.4331
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Information regarding options under the 2001 Plan is as follows:

January 31, 2001 balance ..•

Granted 	 • 	 • :
Became Exercisable
Cancelled

•• • January 31, 2002 blarke

=EL MO'
per Share 	 Outstanding Exercisable

-
$ 2.00 - $6.71
$ 2.00 -$5.65
$ 5.65

t 2.00 - t6.71

855,500 -
213,899

	

f 2.900) 	 -

	852.60Q 	 213.899

MOW
Amag2
Exercise

$ 	 4.02
$ 	 4.26

$ 	 5.65
•

The following table summarizes information about options outstanding as of January 31, 2002 under the
1987,..1996, 1999 and 2001 Plans:

Options ExercisableOutstanding
.

	

. Average • Weighted 	 Weighted
•

	

Number of Remaining Average 	 Number of 	 Average
Range of 	 Shares 	 Contractual Exercise 	 Shares 	 Exercise

exercise prices outstanding 	 Life 	 Price 	 outstanding 	Price

$2.00 - $7.00 1,672,867 5.23 $ 3.52 309,899 $ 3.56
$ 7.01 - $14.25 13,200 3.07 $14.25 3,200 $ 14.25

The Company has adopted the disclosure-only provision of SFAS No. 123, "Accounting for Stock-Based
Compensation." Had compensation cost for the Company's plans been determined based on the fair
value at the grant date for awards in the fiscal years ended January .31, 2002, 2001 and 2000,
consistent with the. provisions of. SFAS No. 123, the Company's net loss and basic and diluted Toss per
share would have been $10,837,464, $1.06 and $1.06 for 2002; $8,886,465, $1.23 and $1.23 for 2001;
$10,068,538, $1.43 and $1.43 for 2000.

The fair value of the option grants is estimated based on the date of giant using the Elack-Scholes
option-pricing model with the following weighted-average assumptions used for grants In fiscal 2002,
.2001, and 2000: dividend yield of 0.00% for the three years; expec ted volatility of . 165.18%, 62.23%
and 46.11%, respectively; risk-free interest rate of . 6.47%, 7.85% and 6.02% respectively; and
expected lives of 3 to 5 years for each of thethrei years. • .

10. STOCK GRANTS.

The Company, at the. discretion of the Board of directors, has awarded from lime to time to -
management personnel shares of its Common Stock at par value. These shares vest over a period of
three to five years. The Company awarded 0 shares, 0 shares, and 1,000 shares of its Common Stock

' and recorded compensation expense of $ i2,011, $266,565, and $204,015 for the years ended January
31, 2002, 2001 and 2000, respectively.

• •
......_...Shares. cancelled by the Company due to termination or resignation of the redpients for the years.ended....
• • January 31. 2002. 2001 and 2000 totaled 0, 4,000 and 35,383 respectively, which amounts have' been
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11. LONG-TERM DEBT

On July 2, 2001, Covista received a loan from Henry G. Luken III, its Chairman of the Board and principal•
shareholder, in the amount of $4,000,000. The loan matures on February 1, 2003 together with accumulated

; 	 Interest at a rate of 8% per annum. The proceeds of the loan were used to purchase a 10-year commitment for
; 	 approXimately 2.8 billion DS-0 channel miles of telecommunications network capacity from an unaffiliated party.

This prepaid network capacity is induded in prepaid expenses (current portion of $400,000) and other asset
(long term portion of $3,600,000, net of current year amortization of $233,000). The cost will be amortized to
operations based upon the greater of capacity use or straight line over the term of the agreement The
unaffiliated party has recently filed for Chapter 11 reorganization; however at the time of this filing Is continuing
to perform under the agreement Mr. • Luken also advanced the Company, $400,000, the proceeds of which
were used for construction of new facilities. The agreement calls for interest to be accrued at a rate of 8% per
annum. The total balance of the nability is $4,400,000 plus accrued interest at January 31, 2002. (see Note 21b)

.1

As of January 31, 2002, CoviSta owes a remaining balance of $381,405 loan payable to a New Jersey bank, ail of
which is classified as current The interest rate on the term loan is 7.71% and Is payable the scheduled monthly.1- 	 installments of $55,923. The term ban requires the Company to meet certain covenants. The tern loan is
collateralized by certain of the Company's machinery and equipment At January 31, 2002, the Company was
not In compliance with these covenants.

•

• .

.

• ,•

•

;

12. OTHER COMPENSATION 	 •
On September 21, 1999, the Company entered into an agreement with Warren Feldman, Chairinan of the

, 	 Board of Directors and a shareholder of the Company. As part of this 'agreement, a lump sum in the
•amount of $900,000 was paid to Mr. Feldman in settlement of his employment agreement 'The Company
paid $650,000 and Mr. Walt Anderson, a major shareholder, paid $250,000. Mr. .Feldman's Employment
Agreement would have been in effect until December 31, 2001. The Company expensed the $900,000
with the $250,000 being accounted for as a capital contribution.

Simultaneously; Revisbn !IC and Mr. Walt Andeton ("Revision/Anderson") and the Company entered into
put option agreements with Warren Feldman, Sol Feldman (*the Feldrriansl and Lain Genet, ("Genet") a
director of the Company. These Put Option agreements allowed the.Feldmans and Genet the right to sell
their shares of the Company to Revision/Anderson at a • price of $16.00 per share and obligate
Revision/Anderson to purchade the shares during an exercise period beginning on December 11, 1999 and
ending on Febluary 10, 2000. Revision/Anderson purchased the shares under the put option agreements
prior to the deadline,- with the exception of 100,778 shares still held by the Feldman's. The Company had
no obligation to purchase • any shares from the Feldman or Genet The dosing market price of the

•Company's shares on September 21, 1999, the date of the agreements, loos $12.25, and the total number
of shares covered by the agreements was 1,208,137, Using a binomial valuation model With an Interest
rate of 5% and a volatility rate of 50%, the falr value of the Put Option agreements was detemilned to be
approximately $4.03 per share or $4,870,554. In accordance with the Securities and Exchange Commission
Staff Accounting Bulletin No. 83, the Company accounted for this non-cash transaction as a charge to
expense and a credit to paid-in capital during the quarter ended October 31, 1999.
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13. RESTRUCTURING

. During the fourth quarter of fiscal 1999, the Company recorded a restructuring charge of approximately
$2,368,000 related to the adoption by the Company of a formal plan for restructuring its focus of
operations. The restructuring was adopted .In an effort to concentrate the Company's efforts on the .'
Northeastern United States market. Elements of the Company's restructuring plan included eliminating the
sales offices In Florida, Atlanta, Georgia; Washington D.C. and the United Kingdom as well as.the Miami
switch. •

For the • fiscal year ended January 31, 2000, amounts aggregating approximately $1,797,000 applied
against the accrual consisted of approximately $1,280,000 for the write down of the Miami switch,
approximately $99,000' for the The installation costs, approximately $51,000 for payments made on the
Fort Lauderdale lease, approximately $327,000 for severance payments and approximately $40,000 for
payments made to shut down the U.K. operation. Additionally, an aggregate of approximately $319,000
which* is reflected as a credit through the restructuring charge line in the fiscal 2000 consolidated financial
statements consisted of approximately $97,000 reduction in the severance accrual, approximately $20,000
for the reduction of the fringe benefit accrual . and $202,000 reduction in the accrual on the Fort
Lauderdale lease, due to revisions in the lease. The salvageable components of the switch were relocated
to the Company's New York City switch in the third quarter of fiscal 2000. Attar restructuring • charges
incurred, the balance in the reserve at January 31, 2000,. of approximately $12,000, consisted of the
settlement of the lease In Fort Lauderdale, Florida.

In ..the fiscal year ended January 31, 2001, the Company settled, for approximately $12,000, the balance
on the lease in Fort Lauderdale, Florida, which was charged against the restructuring reserve.

14. COMMITMENTS AND CONTINGENCIES

• The Company is involved In various legal and administrative actions arising in the normal course of
business. While the resolution of any such actions may have an Impact on the financial results for the
period In which It is resolved, management believes that the ultimate disposition of these matters will
not have a material adverse effect upon its consolidated results of operations, cash flows or financial
position:

15. LOSS PER SHARE •
• ••

Basic lois; per share was computed by dividing net loss by theiveightid average number of shares of
Common Stock outstanding during each year. Diluted loss per share was computed on the assumption
that all stoic options converted or exercised during each year or outstanding at the end of each year
were converted at the beginning of each year or at the date of issuance or grant, if dilutive. .
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• •

bndliation of the loss and common sharesinduded in the computation of basic loss per common share and diluted loss per common share for the •
nded January 31, 2002, 2001 and 2000 is as follows:

. 2002 • . 2001 	 .	 • 	 • 2000 	 •
• Loss

(Numerator)
Shares

(Denominator)
Per Share
Amount

Lass
(Numerator)

Shares •
(Denominator)

Per Share
Amount •

Loss ' 	 '
(Numerator)
V9A14.2021

Shares 	 •
MenomInatori-

Per Share •
• Amount

t(11.9A9.5881
•

$(8.629.3041

ss
roe: • 10,203,610 $(1.17) (8,579,304) 7,324,085 $(1.18) (9,414,202) . 	 7,068,875 $(1.33)

LPgrlutive
lest 	 . 	 • 	 •
Volts - 	 -

• • .
.

• •
• . .

. 	 .
•
'

- .

loss per share $(11.9144fill) 10,203,610 . ' .  Ulm $(8.09144y mum ELM  miA14.2a21 . zgagz,2 ILL.141

rnding stock options to purchaie Shares of .aimmon Stock were not included in the computation of diluted loss per share for the fiscal years ended
Ty 31, 2002, 2001 and 20001b•eatuse to do so would have been antidilutive. 	 . 	 • 7..



COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEARS ENDED.3ANUARY 31, 2002, 2001 AND 2000

16. QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

Amounts in thousands except per share data.

April 30,1999 • July 31, 1999 October 31, 199, January 31, 2000•-
Net sales 	 • $ 33,530 $ 36,617 •$36,988  $32,625
Operating income (low) 	 . 519 590 (5454) ' 	 (1,834)
Net earnings (loss) 296 339 (5,539) (4,510)
Basic earnings (loss) per common share • 0.04 0.05 (0.77) (0.63)
Diluted earnings (loss) per common share 0.03 0.05 s (0.77) (0.63)

April 30, 2000 July 31, 2000 October 31, 2000 January 31, 2001
Net sales $ 31,792 $34,108 •$ 33,503 $ 33,427
Operating income (loss) (1,606) (1,405) (2,417) (3,306)
Net earnings (loss) (1,514) (1,366) (2,403) • (3,346)
Basic earnings (loss) per common share (0.21) (0.19) (0.33) (0.45).
Diluted earnings (loss) per common share (0.21) (0.19) (033) (0.45)

April 30, 2001 July 31, 2001 October 31, 2001 January 31, 2002
Net sales $ 29,444 $ 28,892 $ 20,467 $ 16,510
Operating income Coss • (4,863) 42 (1,790) (5,551)
Net earnings (loss) (4,592) 86 (1,859) (5,605)
Basic earnings (loss) per common share (0.56) ..01 (0.17) • (052)
Diluted earnings (loss) per common share (056) .01 (0.17) (052)

17. EMPLOYEE STOCK OWNERSHIP PLAN

•On September 1, 1998, the COmpany established the Covista ComminIcations, Inc. Employee Stock
Ownership Plan (the "ESOP Plan"). Condirrently with the establishment of the nonleveraged ESOP Plan,
the Company contributed 600,000 shares of is Common Stock to the ESOP Plan. The Common shares
were recorded at fair value at the date contributed to the ESOP, totaling approximately $122 million,
with an offset to Unearned ESOP-Shares in the Statement of Shareholders' Equity: The ESOP Plan was
to be adminIstereclAhrough a trust by a trustee designated by the Board of Directors

•
In February 1999, the Company's Board of Directors authorized the termination of the ESOP Plan. The IRS
gave Its approval to terminate the ESOP, and the Company officially terminated this plan ,durbIg 2002, and
the entire 600,000 shares of Common Stock were returned, to authorized but unissued shares of Common
Stodc.
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18. ACCESS CHARGE SETTLEMENT

In the second quarter of fiscal 2001, the Company reoakeda cash payment of $1,264,483 from certain
Bell Companies In settlement of a dass action suit, to which the Company was a party, Med In 1992
relating to alleged overcharges by those companies. The settlement concluded the class action with the

-

Bell Companies. The Company's portion of the settlement was not determined until the second quarter
ended July 31, 2000. The cash payment was recorded as a sepatate* line item as a reduction of costs and
expenses in the -quarter ended July 31, 2000.

19. RELATED PARTY TRANSACTIONS

A director of the . ComPany serves on the Board of Ditectors of Capstile Communications, Inc
("Capsule') (see Note 21). Also the Chairman of the Company is the majority shareholder of Capsule.
The Company. purchates and sells services, to Capsule. Sales to Capsule In the years ended January
31, 2002, 2001. and 2000 were appr000ffnately $615,000, • $532,000 and $681,000, respectively.
Purchases from Capsule in the years ended January 31, 2002,. 2001 and 2000 were approximately

. $660,000,. $544,000 and $291,000 respectively. All transactions were based on competitive terms . .
obtained in arm's length transactions.

•
-On February 1, 2001, the Board of Directors of the Company representing a majority ownership of
the Company, subject to perfunctory shareholder's approval which was obtained on March 29,
2001, authorized the sale of a total of 3,500,000 shares of Common Stock to the following three
persons (the "Purchasers") in the amounts indicated: Kevin Alward, 1,000,000 shares; A. John Leach,
500,000 shares; and Henry G. Luken, III, 2,000,000 shares. The purchase price for the Common
Stock to be issued to Messrs. Alward, Leach and Luken is '$2.00 per share, based on the fair market
value of shares at February 1, 2001. The stock sale was consummated in April 2001 with the
issuance of 3,150,000 shares of common stock. The Board of Directors authorized a decrease of
350,000 shareS to be purchased by Mr. Leach.

On February 1, 2001, the Board of Directors of the Company authorized the acquisition of Blink Data
Corporation, a telecommunications company, of which Kevin Alward was a prindpal shareholder,
officer and director, for 300,000 shares of the Company's Common Stock valued at the fair market
value at March 29; 2001 for total consideration of $900,000. The transaction was completed on
March 29, 2001.

. 	 • 	 •
On July 24, 2001 and August 9, 2001, the Company Issued notes receivable to Capsule for a total
prindpal of $200,000 and $300,000, respedively with Interest payable at 8 3/4% to be paid no later

. than one year from each'note issuance. .
•

Jay J. Miller, a Director of Covista, has provided various legal services for Covista during Fiscal 2002. In
Fiscal 2002, Covista paid $144,574 to Mr., Miller for serums tendered and accrued for in Fiscal 2002.
As of January 31,, 2002, Covista. owed Mr. Miller $179,316. C.ovista believes that Mr. Mikes fees were
reasonable for the services performed and were 'no less favorable to Covista than could have been

. obtained from an unrelated third party. •

Leon* Genet, a Director of Covista, has provided agent services for Covista through his wholly-owned
•Registrant, LPJ, Inc. During Fiscal 2002, LPJ, Inc. was paid commissions of '$93,066. The commissions

paid to LPJ, Inc. were computed on the same basis as other independent agents retained by Covista.



COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

FOR THE YEARS ENDED 3ANUARY 31, 2002, 2001 AND 2000

20. EMPLOYEE RECEIVABLES

Included in prepaid expenses and other current assets Is a note receivable totaling $262,500
evidendng a loan to a former employee of the Company. The note bears Interest at 11.5% per
annum, and is:;payable In monthly installments with the last payment due on January 1, 2004. The
.Company Is In the process of negotiating collection of the note.

•
An additional ,. approximate $179,000 of employee receivables Is included In prepaid expenses and
other current assets. • This remaining balance represents loans and payroll advances to various

. employees.
•

21. SUBSEQUENT EVENTS

a. On February 8, 2002, the Company acquired Capsule Communications, Inc. CCipsulel for
1,724,311:shares of Common Stock. Capsule is a telecommunications carrier providing local and

' long-distance telephone communications services to small and medium size business customers
and residential customers generally located in the Mid-Atlantic region and in California: Capsule
Is a related party of which both Henry G. Luken III, the Chairman and shareholder of the'
Company, and Walter Anderson, a director and shareholder of the Company, each of whom were
the two major shareholders' in Capsule. The terms of the acquisition were that all shareholders
with the exception of Henry Luken received 0.0917 shares of Covista Comnion Stock for each

•share of Capsule Common Stock, and Mr. Luken received 0.0688 shares of Covista Common •
Stock for each share of Capsule CommOn Stock. The total value of the acquisition was
approximately $11,000,000.

b. On February 20, 2002 the Board of Directors approved the•private sale of additional Common
Stock of up to $12,500,000. The investment would indude a cash infusion of $4,800,000 for
debt or Common Stock, contribution of $3,300,000 of fixed assets for debt or Common Stock and
the conversion of all existing long-term debt to Common Stock at $5.00 per share. The
commitment for funding for the Investment is anticipated to tame primarily from the current'
Chairman of Covista's Board and is subject to shareholder's approval at the next annual or
scheduled meeting of stockholders. • As of May 14, 2002, $2,600,000 of cash was received from
the Chairman of Covisti's 'Board in exchange for debt Finally, the CoMpany is planning to obtain
a line of crecht from a bank. If such Tine of credit is not obtained, the Chairman . of.the Board has
committed to loaning $2 million to the Company through at least the second quarter Of Fiscal
2004: •,



4,618,990 	 - 	 12;025;53

' $ 2,346,761

. $ 3,703,659
•
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- $ 7,406,5.

- $ 	 11,995 $

•

4,075,223
• a

$ 7,406,540

$ 1,827,260 •
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COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES
Schedule 0 — Valuation and Qualifying Accounts (Consolidated)

Column C• Column A • . 	 •  Column B

Description

YEAR ENDED JANUARY 3i, 2062 .
Reserves and allowances.

deducted from asset accounts:
Allowance for uncoliectible 	 •

accounts

Valuation reserve on
deferred tax asset

$5,382,38`i
	

$4,470,477(A) $ 4,987,12

Additlems
Charged 	 Charged to

Balance at (Credited) to Other . 	 Balance
Beginning
	

Cost and Accounts- Deductions- at End of
of Period
	

Expenses 	 Describe • Describe 	 Period

Column D Column E

YEAR 'ENDED JANUARY 31, 2001. 
Reserves and allowances

deducted from asset accounts:
Allowance for uncollectible

accounts

Valuation reserve on
deferred tax asset • •

Allowances not deducted:
Restructuring reserve

YEAR ENDED JANUARY 31, 2000
Reserves and allowances
deducted from asset accounts:

• Allowance for uncolledible
accounts 	 '
	 $ 1,230,483

Valuation reserve on
deferred tax asset • • 	 $

Allowances not deducted:
Restructuring reserve
	 $ 2,128,000

. 	 -

, •

$ 	 1,074,916 • • 478,139 $ 	 1,82717i

$ 3,702,881 $	 -	 $ $ 	 3,702,E

$ 	 (318,879) $	 $ 	 1,797,126 $

•

(A) Represents write-off of accounts receivable against the allowance in Fiscal Year 2002:
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ITEM 1 - FINANCIAL STATEMENTS 
COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES 

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
(Unaudited)

Nine Months Ended Three Months Ended
October 31. October 31 .

2002 2001 	 • 2002 2001

NET SALES 	 '$ 77,002,274 $ 78,803,039 $ 26.773,184 $ 20.466,685

Costs and Expenses 	 - 	 .
• Cost of sales 	 . 54,341,941 64,423,267 i8,185,528 15,335,763

Selling, general and administrative 30.717.399 20.990, 705 9,846,672 6.921,048

Total costs and expenses 85.059.340 85.413.972 28,032,199 22.256.811

OPERATING LOSS (8,057.066) (6,610.933) (1,259,015) (1,790,126)

Other Income (Expense)
Interest income 44,576 94,392 247 18,752
Other income 26,472 305,267 33,680
Interest expense (388.457) (154,783) (133,144) (121,256)

• Total other income (expense) (317.409) 244.876 . (132.897) (68.824)

Loss before benefit from income taxes (8,374,475) (6,366,057) (1,391,912) (1,858,950)

Benefit from income taxes 511,220

NET LOSS (7,863,255) (6,366,057) (1,391,912) (1,858,950)

COMPREHENSIVE LOSS $ (7,863,255) $ (6,366,0571 § (1,39t912) $(1,858,950),

BASIC LOSS PER COMMON SHARE $ 	 (0.62) $ 	 (0.64) $ 	 (0.11) $ (0.17)

DILUTED LOSS PER COMMON SHARE $ 	 (0.62) $ 	 (0.64) $ 	 (0.11) $ (0.171

DIVIDENDS PER SHARE NONE NONE NONE NONE

See notes to condensed consolidated financial statements



COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS 

October 31, 	 January 31,
2002 	 2002 -

(Unaudited) 	 (Note)

ASSETS

CURRENT ASSETS:

Cash and cash equivalents

Investments available for sale

Notes receivable

$ 3,381,369 $ 	 1,379,038

439,773

500,000

Accounts receivable, net 16,937,991 10,252,837

Prepaid expenses and other current assets 534.164 1,373,780 •

TOTAL CURRENT ASSETS 20,853,524 13,945,428

PROPERTY AND EQUIPMENT, NET 14,557,592 12,489,626

OTHER ASSETS:

Deferred line installation costs, net 579,519 174,785

Intangible assets, net 2,441,532

Goodwill, net 8,307,850

Other assets 3,962,091 4,646,952

15 290.992 4,821,737

$ 50,702.109 $ 31,256,,791

Note: 	 The condensed consolidated balanCi sheet at January 31, 2002 has been
derived from the audited consolidated financial statements at that date.

See notes to condensed consolidated financial statements
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COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

LIABILITIES AND SHAREHOLDERS' EQUITY .

CURRENT LIABILITIES:

October 31,
2002

January 31,
2002

(Unaudited) (Note)

Current portion of long-term debt $ 1,659,583 381,405

Accounts payable 	 _ 26,023,878 19,465,274

Other current and accrued liabilities 6,544,898 4,434,795

Salaries and wages payable 409.441 • 991.012

TOTAL CURRENT LIABILITIES 34 637 801 25 272 486

Other Long Term Liabilities -2.578 15.466

Long-Term Note Payable - Bank 2,377,029
Long-Term Note Payable — Shareholder - 7 000 000 4 400 000
Total Notes Payable 9.377.029 4,400,000

SHAREHOLDERS' EQUITY

Common stock 711,443 619,288

Additional paid-in-capital 38,521,038 25,650,098

Accumulated deficit (31,102,339) (23.255,1071
8,130,142 3,014,279

Treasury stock (1,445,440) (1,445,440)

Total Shareholders' Equity 6,684.702 • 1,568,839

$50,702,109 	 $ 31,256,791

Note: 	 The condensed consolidated, balance sheet at January 31, 2002 has been
derived from the audited consolidated financial statements at that date.

See notes to condensed consolidated financial statements.
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COVISTA COMMUNICATIONS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Nine Months Ended

October 31,
2002 	 2001

OPERATING ACTIVITIES:
Net loss $ (7,863,255) $ (6,366,057)
Adjustment for non-cash charges 6,918,842 5,691,632
Gain on sale of marketable securities - (262,234)
Changes in assets and liabilities, net of effect of -
Acquisitions (441,463) (2,162,645)
Net cash used in operating activities (1,385,876) (3,099,304)

INVESTING ACTIVITIES: .
Cash acquired in purchase of business 1,179,165 90,402
Proceeds on sale of marketable securities 439,773 1,141,302
Purchases of marketable securities (608,369)
Purchase of prepaid network capacity (4,000,000)
Purchase of property and equipment (3,028,664) (4,182,146)
Proceeds from sale and leaseback transaction 1,245,339

Additions to deferred line installation costs (404,734) (32,803)
Net cash used in investing activities (1,814,460) (6,346,275)

FINANCING ACTIVITIES:
Sale of common stock 315,963 6,326,666
Proceeds of loan from shareholder , 2,600,000 4,000,000
Proceeds from bank borrowings 3,775,000
Repayments of bank borrowings (1,488,296) (456,972)
Net cash provided by financing activities 5 202 667 9.869.694

NET INCREASE IN CASH AND
CASH EQUIVALENTS 2,002,331 424,115

CASH AND CASH EQUIVALENTS,
BEGINNING OF PERIOD 1.379.038 2,691,889

CASH AND CASH EQUIVALENTS,
END OF PERIOD $S 3,381,369 $ 3,116,004

SUPPLEMENTAL DISCLOSURE OF CASH
FLOW INFORMATION:
Cash paid (received) during the period for._

Interest $ 	 346,679 $ 	 46,339
Income taxes $ (511,220) $ 	 (16,828)

Business Acquired
Fair Value of Assets excluding cash $ 21,849,458 (2,162,145)
Less Liability Assumed 	 ' (10,056,503)
Less: Stock Consideration for business acquired (12,972,127)
Cash acquired 1,179,172 90,402

See notes to condensed consolidated financial statements.
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COVISTA COMMUNICATIONS. INC. AND SUBSIDIARIES 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE A—BASIS OF PRESENTATION
The accompanying unaudited condensed consolidated financial statements have been prepared in
accordance with generally accepted accounting principles for interim financial information and with the
instructions to Form 10-Q and Rule 10-01 of Regulation S-X. They do not include all information and
notes required by generally accepted accounting principles for complete financial statements. However,
except as disclosed herein, there has been no material change in the information disclosed in the notes to
the consolidated financial statements included in the Annual Report on Form 10-K of Covista
Communications, Inc. (formerly Total-Tel USA Communications, Inc.) and Subsidiaries (Covista) for the
fiscal year ended January 31, 2002. In the opinion of Management, all adjustments (consisting of normal
recurring accruals only) considered necessary for a fair presentation have been included. Operating
results for the nine-month period ended October 31, 2002 are not necessarily indicative of the results that
may be expected for the year ending January 31, 2003.

NOTE B. -NEW ACCOUNTING PRONOUNCEMENTS

In June 2001, the FASB issued Statement of Financial Accounting Standards No. 142 ("SFAS 142"),
"Goodwill and Other Intangible Assets", which is effective January 1, 2002. SFAS 142 requires, among
other things, the discontinuance of goodwill amortization. In addition, the standard includes provisions for
the reclassification of certain existing recognized intangibles as goodwill, reassessment of the useful lives
of existing recognized intangibles, reclassification of certain intangibles out of previously reported goodwill
and the identification of reporting units for purposes of assessing potential future impairments of goodwill.

In August 2001, the FASB issued Statement of Financial Accounting Standards No. 143 ("SFAS 143"),
"Accounting for Asset Retirement Obligations", which is effective for Covista's fiscal years beginning
February 1, 2003. SFAS 143 requires recording the fair value of a liability for an asset retirement
obligation in the period in which it is incurred, and a corresponding increase in the carrying value of the
related long-lived asset. Over time, the liability is accreted to its present value each period, and the
capitalized cost is depreciated over the useful life of the related asset. Upon settlement of the liability, it is
either settled for its recorded amount or a gain or loss upon settlement is recorded. Covista is currently
assessing, but has does not expect the impact of SFAS 143 to be material to its financial position and
results of operations.

In October 2001, the FASB issued Statement of Financial Accounting Standards No. 144 ("SFAS 144"),
"Accounting for the Impairment or Disposal of Long Lived Assets", which is effective for all fiscal years
beginning after December 15, 2001. SFAS 144 replaces the Statement of Financial Accounting
Standards No. 121, Accounting for the Impairment of Long Lived Assets and for Long-Lived Assets to be
Disposed Of. SFAS 144 requires that long-lived assets to be measured at the lower of the carrying
amount or fair value, , less cost to sell, whether included in continuing operations or in discontinued
operations. Covista is currently assessing, but does not expect the impact of SFAS 144 to be material to
its financial position and results of operations.
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In April 2002, the FASB issued SFAS No. 145 "Rescission of FASB Statements No. 4, 44, and 64,
Amendment of FASB Statement No. 13, and Technical Corrections". This statement eliminates the
automatic classification of gain or loss on extinguishment of debt as an extraordinary item of income and
requires that such gain or loss be evaluated for extraordinary classification under the criteria of
Accounting Principles Board No. 30 "Reporting Results of Operations". This statement also requires sale-
leaseback accounting for certain, lease modifications that have economic effects that are similar to sale-
leaseback transactions and makes various other technical corrections to existing pronouncements. This
statement will be effective for Covista for the year ending January 31, 2003. The adoption of this
statement is not expected to have a material effect on our results of operations or financial position.

In July 2002, the Financial Accounting Standards Board issued SFAS No.146,"Accounting for Costs
Associated with Exit or Disposal Activities." SFAS No.146 will supersede Emerging Issues Task Force
Issue No.94-3,"Liability Recognition . for Certain Employee Termination Benefits and Other Costs to Exit
an Activity (including Certain Costs Incurred in a Restructuring)." SFAS No.146 requires that costs
associated with an exit or disposal plan be recognized when incurred rather than at the date of a
commitment to an exit or disposal plan. SFAS No.146 is to be applied prospectively to exit or disposal
activities initiated after December 31, 2002.

NOTE C — EARNINGS PER SHARE

The following table sets forth the computation of basic and diluted loss per common share:
Nine-Months Ended 	 Three-Months Ended

October 31, October 31, 	 October 31, October 31,
2002 	 2001 	 2002 	 2001

Numerator:
Loss available to
Common Shareholders used in basic
and diluted loss per Common Share

Denominator.
Weighted-average number of Common
Shares used in basic loss per
Common Share (1)

	

$ (7,863,255) $ (6,366,057) 	 $ (1,391,912) $(1,858,950)

12,612,053 	 9,990,562 	 12,697,673 10,820,365

Effect of diluted securities:
Common share options

	

Weighted-average number of Common 	 12,612,053 9,990,562 	 12,697,673 10,820,365
Shares and diluted potential Common
Shares used in diluted loss per
Common Share

	

Basic and diluted loss per Common Share 	 $ 	 (0.62) $ 	 (0.64) 	 $ 	 (0.11)  $ 	 (0.17)

Common Shares subject to options are not included in the calculation of diluted loss per
Common Share for the nine month periods ended October 31, 2002 and 2001, and the three-
month period ended October 31, 2002, as doing so would be antidilutive due to the net loss per
Common Share.

( 1 )
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NOTE D — SEGMENT REPORTING

Covista sells telecommunications services to three distinct segments: a retail segment consisting primarily
of small to medium sized businesses principally within the United States, a wholesale segment with sales
to other telecommunications carriers throughout the world, and a segment that generates sales through
direct mailing campaigns (KISSLD) which started in the beginning of fiscal year 2003 for residential
customers in network supported areas on the East Coast.

In addition to direct costs, each segment is allocated a portion of the Covista's switch and operating
expenses. The allocation of expense is based upon the minutes of use flowing through the Covista's
switch network. There are no intersegment sales. Assets are held at the consolidated level and are not
allocable to the operating segments. Covista evaluates performance on operating earnings of the three
business segments.

Summarized financial information concerning Covista's reportable segments is shown in the following
table:

Nine Months Ended
October 31, 2002

Retail Wholesale KISS LD Total

Net Sales $ 60,327,000 $ 11,389,000 $ 5,286,000 $ 77,002,000
Gross margin 19,512,000 1,139,000 2,009,000 22,660,000
Operating loss (6,365,000) (1,128,000) (564,000) (8,057,000)

Nine-Months Ended
October 31, 2001

Net Sales $ 36,717,000 . $ 42,086,000 N/A $ 78,803,000
Gross margin 13,062,000 . 	 1,318,000 N/A 14,380,000
Operating loss . (4,457,000) (2,153,000) N/A (6,611,000)

Retail Wholesale KISS LD Total

Three Months Ended
October 31,_2002

Net Sales $ 20,788,000 $ 3,099,000 $ 2,886,000 $ 26,773,000
Gross margin 7,181,000. 310,000 1,097,000 8,588,000
Operating loss (1,053,000), (45,000) (161,000) (1,259,000)

Three Months Ended
October 31, 2001

Net Sales $ 11,996,000 $ 8,471,000 N/A $ 20,467,000
Gross margin 4,284,000 847;000 N/A 5,131,000
Operating loss (1,495,000) (295,000) N/A (1,790,000)
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NOTE E — INCOME TAXES

For the fiscal year ended January 31, 2002, Covista established a valuation allowance againit its net
deferred tax asset due to the uncertainty of realizing certain tax credits and loss carryforwards. In the
quarter ended October 31, 2002, Covista continued this accounting treatment and recorded a full
valuation allowance against the net tax benefit arising from the quarter's net operating loss. The result is
that the net deferred tax asset of approximately $14,278,000 is fully offset by the valuation allowance and,
as such, does not appear on the balance sheet. It will be reflected at net recoverable value when the net
deferred tax asset can be utilized in future periods.

During the second quarter of the fiscal year 2003, Covista received a tax refund of $511,220; which
reflected a change in IRS regulations regarding net operating loss carrybacks.

NOTE F — ACQUISITION OF CAPSULE COMMUNICATIONS

On February 8, 2002, Covista completed the merger (the "Merger") of its wholly owned subsidiary CCI
Acquisitions, Inc. ("CCI") with and into Capsule Communications, Inc. ("Capsule"), pursuant to the
Agreement and Plan of Reorganization dated as of July 17, 2001 among Covista, CCI and Capsule (the
"Merger Agreement"). As a result of the Merger, Capsule became a wholly owned subsidiary of Covista.
Covista has accounted for the combination with Capsule as a purchase business combination under
SFAS 141("Business Combination"). Capsule is a switch-based interexchange carrier providing long
distance telephone communications services primarily to small and medium-size business customers as
well as residential accounts.

The results of Capsule's operations have been included in Covista's statement of operations since the
Merger Date. The total purchase price was approximately $12.7 million and consisted of approximately
1.7 million shares of Covista's Common Stock, valued at approximately $11.6 million determined based
on the average closing market price of Covista's Common Stock at the time of acquisition, options
assumed from Capsule for the purchase of 286,975 shares of Common Stock valued at approximately
$1.1 million using the Black-Scholes Valuation Model, using an exercise price of $3.49 to $20.10,
expected lives of 0.5 to 2 years, 156% volatility, 2.69% discount rate, and Covistas' stock price of $6.71.
In addition, Covista incurred approximately $0.3 million in acquisition expenses.

The following table summarizes the estimate of fair value of the assets acquired and liabilities assumed at
the Merger Date.

Cash $ 	 1,179,172
Current assets 5,717,428
Property and equipment 3,544,981
Other assets 89,199
Intangible assets 4,190,000
Goodwill 8,307,850

Total assets acquired 23.028.630
Current liabilities (10.056,503)

Total purchase price $(12.972.1.27)

The intangible assets acquired from Capsule were identified as its business customer relationships
valued at $1,288,000, its residential customer relationships valued at $376,000, and its agent
relationships valued at $2,526,000. These intangibles are being amortized over periods of 10 months to
four years. The customer and agent relationships are amortized' using double-declining method.

9



The unaudited pro forma information below represents the consolidated results of operations as if the
merger with Capsule had occurred as of February 1, 2001 and 2002. The unaudited pro forma
information has been included for comparative purposes and is not indicative of the results of operations
of the consolidated Company had the merger occurred as of February 1, 2001, nor is it necessarily
indicative of future results.

Nine Months 	 Three Months
Ended 	 Ended

October 31,2002 October 31,2001 October 31, 2002 October 31, 2001

Total Revenue $ 77,815,223 $ 107,019,236 $ 26,773,184 $ 29,413,441
Loss attributable to (7,770,611) (7,388,496) (1,391,912) (2,476,381)
Common stockholders
Basic net loss per
common share

(0.62) (0.74) (0.11) (0.23)

NOTE G — SHAREHOLDER LOAN

As of October 31, 2002, Covista received loans , from Henry G. Luken III, its Chairman of the Board and
principal shareholder, in the amount of $7,000,000. These loans will be converted to equity upon
shareholder approval which approval is expected to be sought at Covista's Annual Shareholder meeting
planned to be held December 19, 2002. Covista currently has the necessary votes to approve the
conversion.

NOTE H — NOTES PAYABLE

Covista has a revolving $2,000,000 credit facility with Wells Fargo Business Credit Corporation,
renegotiated and amended on May 11, 2002, which expires on May 11, 2004. Interest on the revolving
credit facility is currently calculated at the prime lending rate plus 2 3/4%, on a minimum loan balance of
$750,000. The loan is collateralized by accounts receivable and fixed and intangible assets of Covista.
As of October 31, 2002, Covista's outstanding balance on its credit facility was $548,076 leaving .

approximately $1,451,924 available based on collateral for future borrowing under the credit facility.

The loan agreement contains covenants and restrictions, which, among other things, require maintenance
of certain subjective financial performance criteria and restrict encumbrance of assets, creation of
indebtedness and places limitations on annual capital expenditures. Covista was not in compliance with
several of its covenants in the Loan Agreement; however, Covista received verbal waivers related to such
non-compliance relevant to the fiscal period ended October 31, 2002.

On June 17, 2002, Covista entered into a term loan agreement with a major Tennessee bank. Covista
has received $3,775,000 payable monthly in 36 installments at a fixed Interest rate of 4.595% for the first
year and converting to 2% over LIBOR on June 17, 2003 and each year thereafter. This term loan is
secured by certain of the Company's switching equipment, and Certificates of Deposit provided by
Covista's Chairman of the Board.
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COVISTA COMMUNICATIONS. INC. AND SUBSIDIARIES
ITEM 2

MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULT OF OPERATIONS 

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS: 

Certain matters discussed in this Quarterly Report on Form 10-Q are "forward-looking statements"
intended to qualify for the safe harbor from liability provided by the Private Securities Litigation Reform
Act of 1995. These forward-looking statements can generally be identified as such because the context of
the statement will include words such as Covista "believes", "anticipates", "expects", or words of similar
import. Similarly, statements which describe Covista's future plans, objectives or goals are also forward-
looking statements. Such forward-looking statements are subject to certain
risks and uncertainties which are described in close proximity to such statements and which could cause
actual results to differ materially from those anticipated as of the date of this Report. Shareholders,
potential investors and other readers are urged to consider these factors in evaluating the forward-looking
statements and are cautioned not to place undue reliance on such forward-looking statements. The
forward-looking statements included herein are only made as of the date of this Report and Covista
undertakes no obligation to publicly update such forward-looking statements to reflect subsequent events
or circumstances, except as required under applicable laws.

Results of Operations 

Net sales were approximately $77,002,000 for the first nine months of the current fiscal year, a decrease
of approximately $1,801,000 or 2.2% as compared to the approximately $78,803,000 recorded in the first
nine months of the prior fiscal year. Net sales for the third quarter of the current fiscal year were
approximately $26,773,000, an increase of approximately $6,306,000 or 30.8% as compared to the
approximately $20,467,000 recorded in the third quarter of the prior fiscal year.

Wholesale revenue for the nine-month period was approximately $11,389,000, a decrease of
approximately $30,696,620 or 73% from the nine month period ended October 31, 2001. For the quarter
ended October 31, 2002, wholesale revenue was approximately $3,099,000, a decrease of
approximately $5,372,000 or 63.4% over the comparative quarter in the last fiscal year. Wholesale
minutes sold in the nine-month period ended October 31, 2002 were approximately 148,615,000 minutes,
a decrease of approximately 234,143,000 minutes or 61.1% from the nine-month period ended October
31, 2001. Wholesale minutes sold in the quarter ended October 31, 2002 were approximately 32,578,000
minutes, a decrease of approximately 49,309,000 minutes or 60.2% from the third quarter of the prior
fiscal year. For the nine-month period, the decline in revenue also reflected the competitive wholesale
market place and the business failure of several wholesale customers, both trends that Covista believes
will continue. Competitive pressures on sales price have resulted in a 34.7% decline in the average
selling rate. Covista also has attempted to limit its exposure to the business failures experienced within
the industry by tightening up credit limits on all wholesale accounts. Covista has strategically reduced the
Wholesale segment of its business.
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Retail revenues for the nine-month period were approximately $61,205,000, an increase of approximately
$24,488,000 or 66.7% from the nine-month period ended October 31, 2001. For the quarter ended
October 31, 2002, retail revenues were approximately $20,788,000, an approximately $8,792,000 or
73.2% increase over the comparative quarter in the last fiscal year. Retail minutes sold in the nine-month
period ended October 31, 2002 were approximately 824,279,000 minutes, an increase of approximately
353,487,000 minutes or 75% over the nine-month period ended October 31, 2001. Retail minutes sold in
the quarter ended October 31, 2002 were approximately 276,585,000 minutes, an increase of
approximately 109,487,000 minutes, or 65.5% over the third quarter of the prior fiscal year. The increase
in volume results primarily from the acquisition of Capsule Communications. However, the decrease in
revenue per minute results from the extreme pricing pressures existing within the industry. ,Covista has
experienced a rate decrease of 7.3% for the nine-month period ended October 31, 2002 and 3.1% for the
three-month period ended October 31, 2002. The extreme pricing pressures experienced in the industry is
a trend that the Company believes may continue.

KissLD revenues (a product sold to retail consumers) for the nine month period were approximately
$5,286,000. KissLD is a new product offering for the current fiscal year and, therefore, does not have
prior year comparatives. The total minutes sold for KissLD for the nine month period was approximately
103,472,000. For the three month period ended October 31, 2002, sales were approximately $2,886,000
for KissLD. KissLD minutes sold for the three month period ended July 31, 2002 were approximately
57,511,000.

Cost of sales for the current nine-month period was approximately $54,342,000, a decrease of
approximately , $10,081,000 or 15.6% from the nine- month period ended October 31, 2001. These
changes were favorable in relation to the 2.2% decrease in sales for the nine-month period. The
decrease in cost of sales was due primarily to a decrease of approximately 234,143,000 wholesale
minutes equating to approximately $27,627,000. This savings was offset with the cost of the increase in
retail volume of approximately $17,595,000.

Cost of sales for the three-month period ended October 31, 2002 was approximately $18,186,000, an
increase of approximately $2,850,000 or 18.6% from the third quarter of the prior fiscal year. These
changes were favorable in relation to the 30.8% increase in revenues in the third quarter. The"increase in
cost of sales was due primarily to the Capsule acquisition.

In the normal course of business, Covista files disputes with its service providers. Covista's accounting
policy is to record the invoiced amount to cost of sales, which may include disputed amounts. When the
dispute is resolved and the credit is received, the amount is credited to cost of sales. Open disputes
included in cost of sales for the nine-month period and the three-month period ended October 31; 2002
are approximately $3,116,000 and $3,007,000, respectively.

Selling, 'general and administrative expense for the nine-month period increased to approximately
$30,717,000, an increase of approximately $9,727,000, or 46.3% over the nine-month period ended
October 31, 2001. For the quarter ended October 31, 2002, selling, general and administrative expense
was approximately $9,847,000; an approximate $2,926,000 or 42.2% increase over the comparative
quarter in the last fiscal year.
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The increase in selling, general and administrative expenses of approximately $9,727,000 for the nine-
month period was primarily due to an increase in commission expense of approximately, $4,045,000
related to the added agent commissions of the Capsule agent program, an increase in salaries of
approximately $2,906,000 related to the addition of Capsule salaries and expansion of the Tennessee call
center staff; an increase in marketing expense of approximately $2,731,000 related to the KissLD
marketing program, an increase in office expense of approximately $1,265,000 due to the addition of the
Tennessee call center, the addition of Capsule general and administrative costs, and the one-time
relocation costs of the corporate headquarters; and other 'miscellaneous selling, general and
administrative expenses of $130,000. This was partially offset by a reduction in bad debt expense of
approximately $1,349,000 for the same period.

For the three-month period ended October 31, 2002, the net increase in selling, general and
administrative expenses of approximately $2,926,000 was comprised primarily of increase in commission
expense of approximately $1,459,000 from the acquisition of the Capsule agent program, an increase in
office expense of approximately $626,000 due to the one time relocation costs of the corporate
headquarters to downtown Chattanooga, TN, and the addition of Capsule G & A, an increase in salaries
of approximately $436,000 from the addition of Capsule salaries, an increase . in benefits of approximately
$231,000, an increase in equipment rental of approximately $195,000, an increase in franchise taxes of
approximately $127,000, an increase in postage • of approximately $88,000, increase in marketing
expense of approximately $84,000, and other miscellaneous expenses of $8,000. This was partially
offset by a reduction in bad debt expense of approximately $172,000 and a reduction in legal expense of
$156,000.

For the reasons described above, the operating loss for the nine-month period ended October 31, 2002
was approximately $8,057,000, an increase of approximately $1,448,000 from the nine-month period
ended October 31, 2001 The operating loss for the three-month period ended October 31, 2002 was
approximately $1,259,000, an improvement of approximately $531,000 over the prior year's three-month
period ended October 31, 2001.

Total other expense, net, for the. current nine-month period was approximately $317,000 as compared to
approximately $245,000 of total other income, net, recorded in the prior year nine-month period. The
approximately $562,000 change for the nine-month period is primarily due to the reduction in sale of
marketable securities of approximately $262,000, offset by an increase in - interest expense of
approximately $234,000 and a reduction in interest income of approximately $50,000. Total other
expense, net, for the current fiscal quarter was approximately $133,000 as compared to approximately
$69,000 of total other expense, net, recorded in the comparable period during the prior fiscal year. This
change was due to an increase in interest expense.

Basic and diluted loss per Common Share was $0.62 per share for the current nine-month period ended
October 31, 2002 as compared to $0.64 loss per share for the nine-months ended October 31, 2001.
Basic and diluted loss per Common Share was $0.11 per share for the current three-month period ended
October 31, 2002 as compared to $0.17 loss per Common Share for the three-months ended October 31,
2001.
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Liquidity and Capital Resources

At October 31, 2002, Covista had a working capital deficit of approximately $13,784,000, an increase of
deficit of approximately $2,457,000 as compared to January 31, 2002. The ratio of current assets to
current liabilities at October 31, 2002 was 0.60:1, as compared to the ratio of 0.55:1 at January 31, 2002.
The increase in the working capital deficit at October 31, 2002 was primarily attributable to an increase in
accounts payable of approximately $6,559,000; a decrease in prepaid expenses and other current assets
of approximately $840,000 and an increase in the current portion of long term debt of approximately
$1,278,000. This was offset by an increase in accounts receivable of approximately $6,685,000; an
increase in cash and cash equivalents of approximately $2,002,000; a decrease in investments available
for sale of approximately $440,000; and a increase in accrued liabilities of approximately $2,110,000.

The increase in cash of approximately $2,002,000 was the result primarily of proceeds from the sale of
Common Stock of $315,963; proceeds from a long-term loan received from a major shareholder of
$2,600,000; the proceeds from the sale of marketable securities of approximately $439,773; the proceeds
of a note payable of approximately $3,775,0001 and cash acquired in the purchase of businesses of
approximately $1,179,165. These increases were offset by cash used in operations of approximately
$1,386,000; and payment of line installation costs of approximately $405,000, purchases of Property,
Plant, and Equipment of approximately $3,029,000 and repayment of bank borrowings of approximately
$1,488,000.

On February 20, 2002, Covista's Board of Directors approved the private sale of additional Common
Stock of up to $12,500,000. The investment includes a conversion into common stock, of $6,800,000 of
debt, contribution of $3,500,000 of fixed assets and $2,200,000 of cash to be received at the rate of
$2.867 per share, which was the closing price, for the Common Stock for 30 trading days prior to
November 1, 2002, as authorized by the Board. The commitment for funding for the investment and the
conversion of the indebtedness is from the current Chairman of Covista's Board or his designee's and is
subject to shareholder's approval at the next Annual Meeting, to be held on December 19, 2002.
Additionally, Covista has received a commitment from W. Thorpe McKenzie, a nominee for election as a
director, to purchase an additional 500,000 shares at $2.867 per share for a total of approximately
$1,434,000. Finally, the company is seeking a line of credit from a bank. If such line of credit were not
obtained, the Chairman of the Board has committed to loaning $2 million to the Company through at least
the second quarter of fiscal 2004.

Capital Expenditures

Capital expenditures for the nine-month period ended October 31, 2002 were approximately $3,196,207.
These expenditures were financed principally from the proceeds of a long term loan received from a
major shareholder. Planned spending for the balance of the fiscal year ending January 31, 2003, includes
approximately $100,000 for additional switches and equipment to be installed as part of Covista's network
expansion. These expenditures are planned to be financed primarily through vendor financing, sale and
leaseback transactions, and additional lines of credit, which Covista intends to negotiate with its current
lender or other sources. In addition, Covista may seek to sell privately, additional equity or debt securities.
However, there can be no assurance that Covista shall be able to obtain such financing or, if available,
the terms' thereof shall be favorable.
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Prepaid Network Capacity

On July 2, 2001, Covista received a loan from Henry G. Luken III, its Chairman of the Board and principal
shareholder, in the amount of $4,000,000. This loan will be converted to equity upon shareholder
approval which approval is expected to be sought at Covista's Annual Shareholder meeting to be held
December 19, 2002. Covista currently has the necessary votes to approve the conversion. The proceeds
of the loan were used to purchase a 10-year commitment for approximately 2.8 billion DS-0 channel miles
of telecommunications network capacity from an unaffiliated party. The unaffiliated party has filed for
Chapter 11 reorganization; however, as of the date of this report, is continuing to perform under the
agreement, and, therefore, management does not believe that this asset is impaired. However,
management has been unable to determine if this carrier's bankruptcy will adversely affect the carrier's
ability to fulfill its' obligation to Covista under the prepaid network capacity agreement.

As of October 31, 2002, Covista has used 63 million DS-0 channel miles of telecommunications network
capacity against the 2.8 billion DS-0 total prepaid network capacity, of which $400,000 has been
classified as a current asset and based on anticipated usage in the next 12 months. The remainder of the
prepaid capacity amount of approximately $ 3,200,000 is included in other assets.

Accounts Receivable and Credit Risk

Accounts receivable subject Covista to the potential for credit risk with customers in the retail and
wholesale segments. To reduce credit risk, Covista performs ongoing evaluations of its customer's
financial condition and except in situations where the risk warrants it, Covista does not require collateral.
Accounts receivable of approximately $16,938,000, net of the reserve for uncollectible accounts totaling
approximately $6,833,000, represents approximately 33% of the total assets of Covista. No one customer
accounts for greater than eight percent of the total revenues and receivables. In the wholesale segment,
which contains Covista's largest customers, Covista has been able to ameliorate credit risk by using
reciprocal arrangements with the customers, which are also Covista's suppliers, to offset outstanding
receivables. Covista has historically maintained a better than three percent ratio of bad debts to revenues.
For the nine-month period ended October 31, 2002, this ratio was 4%. Covista also measures net
accounts receivable turnover (as measured in days sales outstanding). For the periods ended October
31, 2002 and 2001 days sales outstanding were 59.3 days and 58.5 days respectively.
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Related Party Transactions 

Jay J. Miller, a Director of Covista, has provided various legal services for Covista in Fiscal 2003. In the third
quarter, Fiscal 2003, Covista accrued $13,960 to Mr. Miller for services rendered and accrued for in Fiscal
2003. As of October 31, 2002, Covista owed Mr. Miller $26,100.

Leon Genet, a Director of Covista, has provided agent services for Covista through his wholly-owned
Registrant, LPJ, Inc. During the third quarter, Fiscal 2003, LPJ, Inc. was paid commissions of $24,155. The
commissions paid to LPJ, Inc. were computed on the same basis as other independent agents retained by
Covista.

Covista has entered into three lease agreements for office and switch space in Chattanooga, Tennessee,
with Henry G. Luken III, Chairman of the Board and a principal shareholder of Covista. Each lease
carries a term of five years. The leases provide for annual rent of $154,986 for fiscal year 2003;
$258,290 for fiscal year 2004; $293,336 for fiscal year 2005 and for both fiscal years of 2006 and 2007
the annual rent will be $300,000 and annually adjusted for the Consumer Price Index. For the third
quarter FY 2003 Covista has paid Henry G. Luken Ill $21,600 for rent of office space.

As of October 31, 2002, Covista received loans from Henry G. Luken III, its Chairman of the Board and
principal shareholder, in the amount of $7,000,000. These loans will be converted to equity upon
shareholder approval which approval is expected to be provided at Covista's Annual Shareholder meeting
scheduled to be held December 19, 2002.

CRITICAL ACCOUNTING POLICIES

Revenue Recognition 

Covista's revenues, net of sales discounts, are recognized in the period in which the service is provided,
based on the number of minutes of telecommunications traffic carried, and a rate per minute. Access and
other service fees charged to customers, typically monthly, are recognized in the period in which service
is provided.

Deferred Line Installation Costs

Deferred line installation costs are costs incurred by Covista for new facilities and costs incurred for
connections from within the Covista's network to the network of other telecommunication suppliers (such
as Verizon, MFS and other carriers). Amortization of such line installation costs is provided using the
straight-line method over the contract life of the lines ranging from three to five years.

Long-Lived Assets

Covista accounts for the impairment Of long-lived assets and for long-lived assets to be disposed of by
evaluating the carrying value of its long-lived assets in relation to the operating performance and future
undiscounted cash flows of the underlying businesses annually and when indications of impairment are
present. Long-lived assets to be disposed of, if any, are evaluated in relation to the net realizable value.
If impairment is indicated, the amount of the impairment is typically calculated using discounted expected
future cash flows. The discount rate applied to these cash flows is based on Covista's weighted average
cost of capital. If the carrying value of the asset exceeds the fair value of the asset, the difference will be
charged to the results of operations in the period in which the impairment occurred. Based on Covista's
analysis of future undiscounted cash flow, which are in excess of the carrying value of its long-lived
assets, there does not appear to be an impairment as of October 31, 2002.



On July 2, 2001, Covista received a loan from Henry G. Luken Ill, its Chairman of the Board and principal
shareholder, in the amount of $4,000,000. This loan will be converted to equity upon shareholder
approval which approval is expected to be provided at Covista's Annual Shareholder meeting planned to
be held December 19, 2002.

The proceeds of the loan were used to purchase a 10-year commitment for approximately 2.8 billion DS-0
channel miles of telecommunications network capacity from an unaffiliated party. The unaffiliated party
has filed for Chapter 11 reorganization; however, as of the date of this report, is continuing to perform
under the agreement, and therefore, management does not believe that this asset is impaired. However,
management has been unable to determine if this carrier's bankruptcy will impact the carrier's ability to
fulfill its' obligation to Covista under the prepaid network capacity agreement.

As of October 31, 2002, Covista has used 63 million DS-0 channel miles of telecommunications network
capacity against the 2.8 billion total prepaid network capacity, of which $400,000 has been classified as a
current asset and based on anticipated usage in the next 12 months. The remainder of the prepaid
capacity amount of approximately $ 3,200,000 in included in other assets.

Goodwill

Goodwill consists of the excess purchase price over the fair value Of identifiable net assets of acquired
businesses. Goodwill added subsequent to January 1, 2002 is not being amortized in accordance with
SFAS142. The carrying value of goodwill is evaluated for impairment on an annual basis. Management
also reviews goodwill for impairment whenever events or changes in circumstances indicate that the
carrying amount of goodwill may be impaired. If it is determined that an impairment in value has .

occurred, goodwill will be written down to the present value of the expected future operating cash flows to
be generated by the respective reporting unit.

Vendor Disputes

Ili the normal course of business, Covista files disputes with its service providers. Covista's accounting
policy is to record the invoiced amount to cost of sales, which may include disputed amounts. When the
dispute is resolved and the credit is received, the amount is credited to cost of sales. Open disputes
included in cost of sales for the nine-month period and the three-month period ended October 31, 2002.
are approximately $3,116,000 and $3,007,000, respectively.

Intangible Assets

Intangible assets are carried at cost, less accumulated amortization, and are amortized on , a double-
declining or straight-line basis over their expected lives based upon managements' expectation 'regarding
the timing of future realization.

Quantitative and Qualitative Disclosures about Market Risk

Market risk represents the risk of changes in value of a financial instrument, derivative or non-derivative,
caused by fluctuations in interest rates, foreign exchange rates and equity prices. As Covista holds no
significant marketable securities at October 31, 2001, the exposure to interest rate risk relating to
marketable securities no longer exists. Covista does not hold, any derivatives related to its interest rate
exposure. Covista also maintains long-term debt at fixed rates. Due to the nature and amounts of
Covista's note payable, an immediate 10% change in interest rates would not
have a material effect in Covista's results of operations over the next fiscal year. Covista's exposure to
adverse changes in foreign exchange rates is also immaterial to the consolidated statements as a whole.
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COVISTA COMMUNICATIONS. INC. AND SUBSIDIARIES

PART II - OTHER INFORMATION 

ITEMS 1 - 5 Not applicable

ITEM 6 	 Exhibits and Reports on Form 8-K

No reports on Form 8-K were filed in the period
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I, A. John Leach, Jr., certify that;

1) I have reviewed this quarterly report on Form 10-Q of Covista;

2) Based on my knowledge, this quarterly 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 quarterly
report;

3) Based on my knowledge, the financial statements, and other financial information included in quarterly
annual report, fairly present in all material respects the financial condition, results of operations and cash
flows of Covista as of, and for, the periods presented in this annual report;

4) Covista's other certifying officers and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for Covista are have;

a) designed such disclosure controls and procedures to ensure that material 	 information
relating to Covista, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this quarterly report is being prepared;

b) evaluated the effectiveness Covista's disclosure controls and procedures as of a date with 90 days
prior to the filing date of this quarterly report (the "Evaluation Date"); and

c) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls
and procedures based on our evaluation as of the Evaluation Date;

5) Covista's other certifying officers and I have disclosed, based on our most recent evaluation, to Covista's
auditors and the audit committee of Covista's board of directors (or persons performing the equivalent
functions);

a) all significant deficiencies in the design or operation of internal controls which could adversely
affect Covista's ability to record, process, summarize, and report financial data, and I have
identified for Covista's auditors any material weaknesses in internal s controls; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in Covista's internal controls; and

6) Covista's other certifying officers and I have indicated in this annual report whether there were significant
changes in internal controls or in other factors that could significantly affect internal controls subsequent to
the date of our most recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

Date: December 16, 2002 By /s/ A. John Leach, Jr. 
A. John Leach, Jr.
President and Chief
Executive Officer
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I, Thomas P. Gunning., certify that;

1) I have reviewed this quarterly report on Form 10-Q of Covista;

2) Based on my knowledge, this quarterly 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 quarterly
report;

3) Based on my knowledge, the financial statements, and other financial information included in quarterly
annual report, fairly present in all material respects the financial condition, results of operations and cash
flows of Covista as of, and for, the periods presented in this annual report;

4) Covista's other certifying officers and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for Covista are have;

a) designed such disclosure controls and procedures to ensure that material	 information
relating to Covista, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this quarterly report is being prepared;

b) evaluated the effectiveness Covista's disclosure controls and procedures as of a date with 90 days
prior to the filing date of this quarterly report (the "Evakiation Date"); and

c) presented in this quarterly report our conclusions about the effectiveness , of the disclosure controls
and procedures based on our evaluation as of the Evaluation Date;

5) Covista's other certifying officers and I have disclosed, based on our most recent evaluation, to Covista's
auditors and the audit committee of Covista's board of directors (or persons performing the equivalent
functions);

a) all significant deficiencies in the design or operation of internal controls which could adversely
affect Covista's ability to record, process, summarize, and report financial data, and I have
identified for Covista's auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a .
significant role in Covista's internal controls; and

6) Covista's other certifying officers and I have indicated in this annual report whether there were significant
changes in internal controls or in other factors that could significantly affect internal controls subsequent to
the date of our most recent evaluation, including any corrective actions with regard to significant .

deficiencies and material weaknesses.

Date: December 16, 2002 By:  /s/ Thomas P. Gunning
Thomas P Gunning,
Vice President, Chief Financial
Officer and Principal Accounting
Officer,
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CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Covista ComMunications, Inc. on Form 10-Q for the period ending
October 31, 2002 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), I, A.
John Leach, Jr., President and CEO of Covista Communications, Inc., certify, pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 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
result of operations of Covista Communications, Inc.

Date: December 16, 2002 By: /s/ A. John Leach. Jr. 
A. John Leach, Jr.
President and Chief
Executive Officer



CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Covista Communications, Inc. on Form 10-Q for the period ending
October 31, 2002 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), I,
Thomas P. Gunning, CFO of Covista Communications, Inc., certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that;

3) The report fully complies with the requirements of section 13 (a) or 15 (d) of the Securities Exchange Act
of 1934; and

4) The information contained in the Report fairly presents, in all material respects, the financial condition and
result of operations of Covista Communications, Inc.

Date: December 16, 2002 By  /s/ Thomas P. Gunning
Thomas P Gunning,
Vice President, Chief Financial
Officer and Principal Accounting
Officer



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, Covista has duly caused this report to be
signed on Its behalf by the undersigned thereunto duly authorized.

COVISTA COMMUNICATIONS, INC. 
(Registrant)

Date:  December 16, 2002 
	

By:  /s/ A. John Leach 
A. John Leach
President and Chief Executive Officer

Date:  December 16:2002
	

By /s/ Thomas P. Gunning
Thomas P. Gunning,
Vice President, Chief Financial Officer
and Principal Accounting Officer
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Exhibit 5: 	 Affidavit of A. John Leach



PUBLIC SERVICE COMMISSION
STATE OF NORTH DAKOTA

In the matter of the Application of
Covista, Inc.
for a Certificate of
Public Convenience and Necessity to
provide Telecommunications Services

Docket No.   

AFFIDAVIT OF A. JOHN LEACH

INTRODUCTION

My name is A. John Leach. My business address is 721 Broad Street, 2nd Floor,

Chattanooga, Tennessee 37402. I am the President and CEO of Covista, Inc. ("Covista"). I am

responsible the overall operations of the company.

The purpose of my affidavit is to demonstrate the fitness of the applicant Covista to operate

as a facilities-based/UNE-P CLEC in the areas of North Dakota currently served by Qwest

Communications, Inc. ("Qwest"). As described in Covista's Application, Covista's proposes to

provide a range of facilities-based, basic and high capacity local exchange services, including but

not limited to: basic local dial tone, calling features such as call waiting, data services, switched

and dedicated trunks, digital subscriber line, and exchange access services. Covista may also offer

local services by utilizing the switching and transport capacity of other existing

telecommunications providers pursuant to negotiated or tariffed arrangements.

Although the company initially intends to provide resold services and services utilizing the

UNE-P platform using existing LEC facilities, Covista may in the future install equipment for the

provision of local exchange services, although it has no current plans to do so. If Covista installs

facilities in North Dakota, it will probably use the following or a similar configuration of



equipment: Covista will provide voice and high speed data services through a combination of the

latest technology switching and transport media comprised of the Lucent Technology 5 ESS

Generic 13 switch module, ADSL/SDSL transport and Internet service equipment and the latest

Optical multiplexer DAC's configurations. The switching system consists of a central processing

and control complex capable of interconnection as a peer to the incumbent as well as competitive

local exchange companies. The hub portion of the switch will interconnect with the public

switched network on Signaling System 7 ("SS7") or Feature Group D ("FGD") facilities. The

system's remote module capability will allow properties to be served in a manner that provides the

exchange of appropriate signaling, control and calling/caller information to the network in

accordance with network standards and specifications. Additionally, these services will be

delivered over a combination of delivery mechanisms through incumbent local carriers' unbundled

loop network, both copper and fiber and transport networks, as well as via Covista constructed

facilities. Covista will be engaged in interconnection negotiations with Qwest in the future, and

will obtain Commission approval of any agreement negotiated.



DESCRIPTION AND QUALIFICATIONS OF COVISTA

Covista is a Corporation organized under the laws of the State of New Jersey. Covista is

qualified to conduct business within the State of North Dakota as a foreign business entity.

Applicant does not currently provide local service, however it intends to initiate local service in

selected markets in the next 90 days . Applicant is currently providing long distance services

throughout the United States. Upon initiation of service in North Dakota, Covista, Inc., (Covista)

proposes to offer resold local exchange services and local services utilizing the UNE-P platform.

Applicant is currently seeking authorization to provide competitive local exchange in the 48

contiguous states and Hawaii. Applicant is currently authorized to provide local exchange

services in California, Colorado, Connecticut, Delaware, Florida, Illinois, Minnesota, New York,

New Jersey, North Carolina, Ohio, Oregon, Pennsylvania, Texas, Virginia, Washington D.C. and

Washington. Applicant has not been denied authority for any of the services for which it seeks

authority in this Application. Covista is well qualified, managerially, technically and financially to

provide the competitive local exchange services for which authority is requested in its Application.



The senior management of Covista has great depth in the telecommunications

industry and offer extensive telecommunications business technical and managerial expertise.

Biographical information on key members of Covista's management team is attached to the

application as Exhibit 6. Detailed information on the company is also provided in Exhibit 4 to our

Application.

Covista has sufficient financial capability to provide the requested

telecommunications services in North Dakota and the financial capability to maintain those

services. Applicant's proposed competitive local exchange service is economically feasible and in

the public interest.



Covista's management team will adhere to a strict and high standard of service policies and

procedures which will ensure continued quality service. As a new entrant in the North Dakota

telecommunications market, Covista will be able to win over a keep customers only through

consistent application of those policies and procedures. Additionally, Covista will maintain a

customer service department. Customer service representatives will be trained in all areas of

customer complaints and services and will be held to the highest standards of accountability and

ethics. Customers will be able to reach Covista customer service via a local or toll-free number 24

hours a day, seven days a week.

PUBLIC CONVENIENCE AND NECESSITY

A decision by the Commission to grant Covista authority to provide competitive local

exchange telecommunications services is in the public interest. Covista is well qualified to operate

as such a service provider in North Dakota. Consumers of telecommunications services in North

Dakota will receive the benefits of downward pressure on prices, increased choice, improved

quality of service and customer responsiveness, innovative service offerings, and access to

increasingly advanced telecommunications technology. The market incentives for new and

existing providers of telecommunications services will be improved through an increase in the

diversity of suppliers and competition within the local exchange telecommunications market.

Granting Covista's Application would enhance this development of competition in the local

exchange market and provide the consumers of North Dakota with all of the benefits described

above.

The grant of Covista's application will preserve and advance universal service, safeguard

the rights of consumers, protect the public health, safety and welfare, and promote the public



The grant of Covista's application will preserve and advance universal service, safeguard

the rights of consumers, protect the public health, safety and welfare, and promote the public

interest. Covista is an alternative, competitive carrier which intends to provide

telecommunications services targeted toward small and medium size businesses. Covista will

thus give these customers in North Dakota a real choice for their telecommunications needs.

CONCLUSION

Covista's Application and my Affidavit in support thereof demonstrate that Covista

possesses all the requisite qualifications to be a competitive local exchange service provider in

North Dakota, and that the grant of this request is in the public interest.

Covista, Inc.

A. John Leac
Its: President

ND facilities-based App



VERIFICATION

State of Tennessee

County of Hamilton
Case No. PU-

I . A. John Leach, do on oath depose and state that the facts contained in the foregoing
statement are true and correct to the best of my knowledge and belief.

Its: President
Subscribed and sworn to me
thisaWay of 	,h..) 	, 2003.

Notary Public
AArlutra" _,
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Exhibit 6: 	 Biographical Information



• Henry G. Luken, III was elected . a Director of Covista in February, 1999, and Chairman of the Board In
February, 2001. Currently, he is President of Mont Lake Properties, Inc., a real estate development flrm;a diri3ctor
of Equity Broadcasting Corp., a TY network a director of ACN1V, a home shopping company selling through N; '
Managing Agent of Henry IV LLC, an aircraft sales company. A co-founder of Telco Communications Group inc.,
he served as Chief Executive Officer and Treasurer from July, 1993.to April, 1996, and Chairman from July, 1993
to October, 1997. Mr. Luken has also served as Chairman of Tel-Labs, Inc., a telecommunications billing firm •
(°Tel-Labs") since 1991, and as Chairman of Telco Development Group, Inc., a computer systems firm owned by
Mr. Luken, since 1987, both of which entitles he founded. • .

Walt Anderson was elected a Director of Covista In February, 1999, and as Chairman of the Board in
November , 1999..He stepped down as Chairman in February, 2001. He has been Manager of Revision LLC from
June 1998 to the present; President and Chairman of Entree International Ltd. (Financial Consulting Services) from
July, 1997 to the present; Chairman of Capsule Communications, Inc, as of April 2001, Chairman of Teleport UK
Ltd. (Satellite Communications) from May; 1996 to the present; Chairman. of Espirit Telecom Group plc. (Telecom
Services) from October, 1992 to November, 1998 and President and Chairman, Mid Atlantic Telecom (Telecom
Seivices), from May, 1984 to December, 1993. Mr. Anderson•s also a director of American Technology. Labs
(Network Equipment) and Aquarius Holdings Ltd. (Water Transport Systems),

•
Leon Genet has served as a Director shire October, 1998. For more than the.past five yeare, he has been a

partner in Genet Realty, a commerdal and industrial real estate brokerage flrm. He serves as a member of the National
Commerce and industry Board for the State of Israel•Bonds Organization and is a shareholder, director and officer of
LPJ Communications, Inc., which has earned commissions from Covista on the same basis as other independent salet
representatives. See "Certain Relationships and Related Transactions":

A. John Leach, Jr. was appointed President and Chief Executive Officer and a Director of Covista on May
18,2000. He had been Senior Vice President of Sales at BT1 Teiecomm, Inc., from December, 1999 'to May, 2000;

t. .Senior Vice President of Teleglobe, Inc. from June, 1996 to December, 1999, where he assumed responsibility kr US
and Canadian commercial sales markets. He was promoted to this posftitirt from Senior Vice President of Wholesale
and Agent Markets, Telco Communications (a subsidiary of Teleglobe, Inc.) June, 1996 to February, 1999. Prior to .
•that, Mr. Laach was Vice President of Agent Services at en Telecomm, from DeCember, 1989 to June, 1996. Regional
Sales Manager of Mobilecomm (a Bell South Company) where he started in sales and rose to a. Regional Sales
Manager position May 1985 to December, 1989.

•
JayJ. Miller, Esq. has served as a Director since 1983. He has been a practicing attorney for more than 35

years In New York. He Is Chairman of the Board of AmTrust pacific Ltd., a New Zealand real estate company. He is
also a director of Technology Insurance Company, Inc., a previder of various insurance products to the technology
industry, and certain. of its affiliates. Mr. Miller has performed legal services on behalf of Covista.' See °Cattail .'
Relationships and Related Transactions."

Thomas P. Gunning was appointed Vice President, Secretary / Treasurer of Covista in May 1999. He was •
appointed Chief Financial Officer in September, 1994 and served In that capacity until May Of 1999. He was again
appointed Chief Financial Officer In May of 2000. He was appointed Secretary of Covista In January of 1995. He
has served as Controller of Covista since September, 1992. He is a Certified Public Accountant licensed by the
States of New York and New Jersey. From 1989 until joining Covista, Mr. Gunning was the Senior Audit Manager ,

at Rosenberg Selsman & Company, a certified public accounting firm: From 1976 to 1989, he was Chief Financial
Officer of Flyfaire, Indorporated, a travel wholesale operator. Prior to such time, Mr. Gunning held various positions
In both public and.private . accounting firms. •

Donald Jones recently retired from his position as Senior Vice President for Chapter Services of the •
American Red Cross, for which he worked since 1991. Prior to Joining the Red Cross, Mr. Jones was Deputy
Assistant Secretary of Defense for Military Manpower and Personnel Policy. Mr. Jones served in the United States
Army for over 35 years and retired in 1991 with the permanent rank of Ueutenant General..

Nicholas Merrick currently serves as President of Mt Vernon Investments, LLC, an investment company,
which he has served as President since January 2002. Mr. Merrick served as Senior Vice President and Chief
Financial Officer of Telergy, Inc., a high-speed fiber optic communications network company, from May, 2000 to
July, 2001. Telergy filed for reorganization under the bankruptcy laws in October 2001 and Is currently in the
process of liquidation. Prior to joining Telergy, Mr. Merrick was Chief Executive Officer of Up2 Technologies, Inc. -
and Executive Vice President of Excel Communications, each of which is a subsidiary of Teleglobe, Inc. (global'
communications, e-business services), from 1998 until 2000. From 1996 to 1997, he was Vice President and Chief
Financial Officer of Telco Communications Group, Inc., and from 1985 to 1996, he was Vice President of Corporate
Finance at the Robinson-Humphrey Company, Inc. and Managing Director of R-H Capital Partners.

Kevin A. Alward was appointed Chief Operating Officer of Covista on March 29, 2001 and was elected a
director of Covista on July 17, 2001. He had previously served TotalTel USA as President and Chief Operating
Officer from 1994 to 1998, when he left the company to become President of North America for Destia
Communications, Inc. (formerly known as Econophone, Inc.) and its successor bymerger, Viatel, Inc. In Apnl 2000,
he co-founded Blink Data Corp., a telecommunications and data services provider headquartered in northern New
1.reeno uliligarek h. safebe. Dretateletni and ("Ilia =veumititin (Iffinar until his return to Covista.
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