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BEFORE THE PUBLIC SERVICE COMMISSION J 1/ 10
OF THE STATE OF MISSOURI Sery, g@s%,,, Puy,
. O'“fm‘sé‘f‘
In the matter of the Application of ls

)
NexiGen Communications, Inc. )
for a Certificate of Service Authority to )
Provide Basic Local Telecommunications Services ) Case No.
in the State of Missouri and to Classify Said

Services and the Company as Competitive,

St o’

APPLICATION FOR CERTIFICATE OF SERVICE AUTHORITY
TO PROVIDE TELECOMMUNICATION SERVICE AND
FOR COMPETITIVE CLASSIFICATION

Comes now NextGen Communications, Inc. (“NextGen™) by its undersigned counsel, and
hereby applies pursuant to Sections 392,361, 392.410, 392.420, and 392.430, 392.450 RSMo 2000, the
Federal Telecommunications Act of 1996, 4 CSR 240-3.510 and 4 CSR 240-2.060, for authority to
provide aggregate and fransport emergency local, VolP, telemetric, PBX, and mobile E9-1-1 traffic,
manage and transmit location and calling number data, and provide call routing management for the
delivery of emergency calls to Public Service Answering Points (PSAPs) throughout the State of
Missouri and to classify said service and company as competitive. In support of its application states as
follows:

1. Applicant is a corporation duly organized and existing under and by virtue of the laws of
the State of Maryland and is authorized to conduct business in the State of Missouri, See Exhibit A for
Articles of Incorporation and Certificate of Authority fo conduct business in Missouri.

2. All inquiries, correspondence, communications, pleadings, notices, orders and decisions

relating to the case should be addressed to:



Kim Robert Scovill

Senior Director — Legal and Regulatory
TeleCommunication Systems, Inc,

275 West Street — 4™ Floor

Annapolis, MD 21401

Tel: 410-349-7097

Fax: 410-295-1884
kscovill@telecomsys.com

Charles W. Hatfield, Esq.
Stinson Mortrison Hecker LLP
230 W. McCarty Street
Jetferson City, Missouri 65101
Tel: 573-636-6263

Fax: 573-636-6231
chatfield(@stinson.com

H. Russell Frisby, Esq.

Stinson Morrison Hecker LLP
1150 18" Street, N.W., Suite 800
Washington, D.C.20036

Tel: 202-785-9100
Fax:202-785-9163
Email:rfrisby@stinson.com

3. NextGen proposes to provide basic local exchange telecommunications service on a
(facilities) basis, throughout the entire State Qf Missouri, including all exchanges currently served by the
large and small incumbent local exchange telecommunications company(ies) of Southwestern Bell
Telephone, L.P. d/b/a AT&T Missouri, Embarq Missouri, Inc. d/b/a Embarg, CenturyTel of Missouri,
LLC d/b/a CenturyTel, and/or Spectra Communications Group, LLC d/b/a/ CenturyTel.

4. Pursuant to this application NextGen seeks certification so that it may provide aggregate
and transport emergency local, VoIP, telemetric, PBX, and mobile E9-1-1 traffic, manage, and transmit
location and calling number data, and provide call routing management for the delivery of emergency
calls to Public Service Answering Points (PSAPs) throughout Missouri, NextGen's services are used by

large wireless carriers, VoIP providers, cable TV system operators who provide telecommunications
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services and/or VolP, telemetric operators, PBX users, and mobile voice service providers. NextGen
does not currently provide long distance voice toll services or local exchange voice dial tone services to
residential or business customers and does not plan to offer same in the future. However, in order to
aggrepate and transport emergency calls and/or calling data, NextGen may require the same sort of
interconnection and co-location made available to certificated Competitive Local Exchange Carriers
(“CLECs”).

In addition, certification will enable NextGen to acquire and manage Pseudo Automatic Number
Identification (“pANI") numbering resources, which are essential to routing emergency calls, pursuant
to the Federal Communications Commission’s (“FCC’s”) directive of September 8, 2006 which states
that CLEC ce;*tiﬁcation is now required for pANI management. Furtherance of this FCC objective and
of the availability of competitive sources for emergency call routing and management are in the public

interest,

5. NextGen possesses the technical and managerial expertise and experience necessary to
provide the services it proposes. NextGen is the wholly owned subsidiary of TeleCommunication
Systems, Inc. (“TCS”) the leading unregulated wireless and VoIP 911 location and call data provider in
the nation, With unlimited access to these resources, NextGen is technically qualified to provide the
proposed local exchange and interexchange services in Missouri. NextGen's management team has
extensive management and telecommunications experience, TCS provides a variety of
telecommunications products and services domestically and internationally to approximately 42 wireless
carriers including Short Message Service ("'SMS") messaging, Wireless Internet Gateway, satellite
communications, information technologies ("IT") management services, and location based services.
This expertise in E9-1-1 has been developed over the last 9 years in the wireless industry, providing

E9-1-1 service to wireless carriers, In that capacity, NextGen has developed a knowledge base and



hands-on experience in managing wireless automatic location identification ("ALI") databases,
establishing ALI circuits, provisioning ALI databases and selective routers, and provistoning voice and
data circuits to a wide variety of selective routers. As a Mobile Positioning Center vendor, we are familiar
with PSAP messaging, ALI screen formatting, and all messaging related to Phase 1 and Phase 2
wireless E9-1-1 deployments. In addition, we provide Assisted Global Positioning System Positioning
Determining Entity service for E9-11 Phase 2 and hosts the Wide Area Reference Network used by
virtually all AGPS users in the United States.

NextGen’s technological qualifications are also reflected in its officers and directors. NextGen's
key managerial personnel and their qualifications are set forth in more detail in the attached Exhibit B.
As Exhibit B illustrates, NextGen possesses the managerial and technical expertise necessary to provide
the services it proposes to offer in Nevada. TCS, Next{Gen’s parent corporation employs approximately
1,050 highly- qualified individuals that represent some of the most accomplished innovators and
experienced technical experts in the telecommunications industry. Gathered from the
telecommunications, public safety, and software development industries, NextGen's team of
professionals is at the forefront of industry innovation, development, and standard-setting. These
individuals are uniquely qualified to and design, implement, and manage E9-1-1 solutions.

6.  NexiGen also possesses the necessary financial resources to provide service in the State of
Missouri. As noted above, NextGen is a wholly owned subsidiary of TCS, whose stock is publically
traded (NASDAQ: TSYS). NextGen uses consolidated accounting with its parent TCS and does not
maintain a sepatate public income statement or balance sheet, NextGen's finances are identical to its
parent company's. Exhibit C, TCS’s latest 10-Q SEC filing demonstrates that NextGen possesses
sufficient financial resources to provide the services it proposes in this application competently and
effectively,

7. NextGen seeks classification of itself and its services as competitive.
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8. NextGen does not provide long distance toll services or local exchange dial tone services
fo residential or business customers, and does not intend to provide such services. Rather, NextGen
provides carrier-to-carrier E911 call routing, location, and information services to large wireline, VolIP,
and wireless voice service providers, NextGen’s intended customers include municipal, county, or state
governments operating E911 or Next Generation E911 networks; private telecommunications providers
of LEC, CLEC, wireless, or VolP services with an obligation to route emergency 911 calls to the
appropriate PSAP; or private enterprises with a PBX telephone system with appropriate state and/or
federal authority or obligation to route emergency calls fo the appropriate PSAPs. NextGen will give
consideration to equitable access for all Missourians, regardless of where they might reside or their
income, to affordable telecommunications services in NextGen’s proposed service areas in accordance

with applicable law.

9.  NextGen does not send bills to collect money from, or otherwise contact the end-users of
its carrier customers, However, NextGen is willing to comply with all applicable Commission rules and
is willing to meet all relevant service standards, including, but not limited to billing, quality of service,
and tariff filing and maintenance in a manner consistent with the Commission’s requirements for
incumbent local exchange carrier(s) with whom NextGen seeks authority to compete. Additionally,
NexiGen agrees that, pursuant to Section 3 92.455(3) & (4) RSMo 2000, its service area shall be no
smaller than an exchange. Consistent with the Commission’s treatment of other certificated competitive
local exchange telecommunications companies, NextGen requests the following statutes and regulations

be waived for and its basic local exchange services offerings:

Statutes

392.210.2 Uniform System of Accounts
392.240.1 Just & Reasonable Rates
392.270 Ascertain Property Values
392.280 Depreciation Accounts
392.290 Issuance of Securities
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392.300.2 Acquisition of Stock

392.310 Issuance of stock and debt

392.320 Stock dividend payment

392.330 {ssuance of securities, debts & notes
392.340 Reorganizations

Commission Rules
4 CSR 240-10.020 Depreciation fund income
4 CSR 240-30.040 Uniform system of accounts

4 CSR 240-3.550(5)(C) File exchange boundary maps with Commission

10.  Applicant will promptly file said tariffs bearing no less than 45 day effective date with
the Commission in a manner consistent with the Commission’s practice in similar cases. In any
circumstance, Applicant will file its proposed basic local exchange telecommunications service tariff
no later than 30 days after Commission approval of Applicant’s interconnection and/or resale
agrecinent.

11.  NextGen submits that the public interest will be served by Commission approval of this
application because NextGen’s proposed services will create and enhance competition and expand
customer service options consistent with the legislative goals set forth in the Federal
Telecommunications Act of 1996 and Chapter 392 RSMo. Prompt approval of this application also will
expand the availability of innovative, high quality, and reliable telecommunications services within the
State of Missouri.

12, NextGen submits that no annual report or assessment fees are overdue.

13.  NextGen submits that it does not have any pending action or final unsatisfied judgment or
decisions against it from any state or federal agency or court which involves customer service or rates,
which action, judgment, or decision has occurred within 3 years of the date of application.

14,  NextGen submits, notwithstanding the provisions of Section 392,500 RSMo., as a
condition of certification and competitive classification, and in recognition of the fact that NextGen does

not infent to offer access services, Next Gen agrees that, unless otherwise ordered by the Commission,



NextGen’s originating and terminating switched exchange access rates will be no greater than the lowest
Commission-approved corresponding access rates in effect for each ILEC within those service area(s)
NextGen seeks authority to provide service. Additionally, pursuant to the Commission’s Report and
Order in Case No, T0-99-596, NexiGen agrees that if the ILEC in whose service area NextGen is
operating decreases its originating and/or terminating access service rates, NextGen shall file an
appropriate tariff amendment to reduce its originating and/or terminating access rates within thirty (30)
days of the ILEC’s reduction of its originating and/or terminating access rates in order to maintain the
cap on switched exchange access rates.

WHEREFORE, Applicant NextGen respectfully requests that the Commission grant it a
certificate of service authority to provide basic local telecommunications services as herein requested,
classify NextGen and its proposed services as competitive, and grant a waiver of the aforesaid statutes

and regulations.

Respectfully submitted,

L 17
arles W, Hatfield, No. 40343
230 W. McCarty Street
Jefferson City, Missouri 65101
573-636-6263

573-636-6231 (fax)
chatfield@@stinson,com

and

H. Russell Frisby, Esq.

1150 18" Street, N.W., Suite 800
Washington, D.C.20036

Tel: 202-785-9100
Fax:202-785-9163
rfrisby(@stinson,com
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Robin Carnahan
Secretary of State

CERTIFICATE OF AUTHORITY

WHEREAS,
NEXTGEN COMMUNICATIONS, INC.
Foi079173

using in Missouri the name
NEXTGEN COMMUNICATIONS, INC.

has complied with the General and Business Corporation Law which governs Foreign Corporations; by
filing in the office of the Secretary of State of Missouri authenticated evidence of its incorporation and
good standing under the Laws of the State of Maryland.

NOW, THEREFORE, I, ROBIN CARNAHAN, Secretary of State of the State of Missouri, do hereby
certify that said corporation is from this date duly authorized to transact business in this State, and is
entitled to all rights and privileges granted to Foreign Corporations under the General and Business

B[N TESTEMONY WHEREOQF, I hereunto
set my hand and cause to be affixed the
IGREAT SEAL of the State of Missouri.
Done at the City of Jefferson, this
17th day of August, 2010,

N/ROWR

Secretary of State

SOS #30 (01-2005)



File Number:
F061079173

Date Filed: 08/17/2010
Rohin Carnahan
Secretary of State

State of Missouri

Robin Carnahan, Secretary of State

Corparations Divisien
PG Box 718 1 600 W, Main 54, Rm, 322
JefTezeon Cliy, MO 65102

Application for Certificate of Authority
- For a Forelgn For-Profit Corporation
{Subair with fifug fee ofilSS.W)‘

1. The corporation’s name is NexiGen Communications, Inc.

and it is organized and existing under the faws of Maryland

2, 'The name i witt use in Missouri is NexiGen Communineations, Ine.

3. The date of its incorparation was 1072772008 and the perind of its duration is perpetual
. montkidayyeor

275 West Strest Annapolis, Maryland 21404
. Adkdress City/Statefip

4, The address of its principal place of business is

5. The name and vhysical address of its vegistered apent and offics in the Stare of Missouri Is

C8C-Lawyers Incorporating Service Company, 221 Bolivar Street, Fefforson City, MO 6518]
Hame Adidrese ! CltywSioe/Zip

6. The specific pupose(s) of its business in Missouri are; P bused commun{ucations services

7. The name of is officars and directors and iheir business addresses are as follows:
Officers « Nome Address . ; ChylStarefZip
President - Mautice B, Tose ™ 275 West Street . _Anaapolis, Maryland 21401

Vice President
Secretary Bruce A, White 275 West Street Annapolis, Maryland 21401
Treasurer Lhomas M, Brandt, Jr. 275 West Street Annapolis, Maryland 21401

+

Board of Directory
Director Matlrice B, Tose”

Director 1homas M, Brandt, Ir.

Diresctos

Driteetor

Direstor

(Pleose soe next pugs)

Name and address 1o retam filed document: l

Nam..

Address,

, Staté of
. O . Miss
City, State, and Zip Cods: o 2atlon - Generg Businesg ‘our:

SRy




8. The effective date of this document is the date it is filed by the Secretary of State of Missourd, unless you Indicate 3 future date, as

foltows:
(Date may rot b piere than B dave aftai the fillg dease n this offfce)

In Affirmation thereof, the facts stated above ase true and commest:
{The undarsigngd undersiands that fufse siaternents mads In this filing ate subject to the penalties provided under Section 575,040, RSMo)

of s Bruce A. White Secretary #12/10

Hust be an Gificor or Cholrmait Hsted In K7 Frinted Noswt Tils Dats

Note: You must submit cusrent original cestificate of good standing or certificete of existence with this application. This may be
oblained from your Seeretary of Stats or other authority that Issues corporate chatters.

Comp, 42 ('O'JROOB]
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STATE OF MARYLAND
Department of Assessments and Taxation
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1, PAUL B. ANDERSON OF THE STATE DEPARTMENT OF ASSESSMENTS AND TAXATION OF THE
STATE OF MARYLAND, DO HEREBY CERTIFY THAT THE DEPARTMENT, BY LAWS OF THB
STATE, 1S THE CUSTODIAMN OF THE RECORDS OF THIS STATE RELATING TOTHE
FORFEITURE OR SUSPENSION OF CORPORATIONS, OR THE RIGHTS OF CORPORATIONS TO
TRANSACT BUSINESS IN THIS STATE, AND THAT | AM. THE PROFER OFFICER TC EXECUTE
THIS CERTIFICATE.

I FURTHER CERTIFY THAT NEXTGEN COMMUNICATIONS, INC., INCORPORATED GCTOBER 27,

Lo 2008, }8 A CORPORATION DULY INCORPORATED AND EXISTING UNDER ANE BY VIRTUE OF

£ THE LAWS OF MARYLAND AND THE CORPORATION HAS FILED ALL ANNUAL REPORTS

bt REQUIRED, HAS NO DUTSTANDING LATE FILING PENALTIES ON THOSE REPORTS, AND HA @
z:{ A RESIDENT AGENT. THEREFORE, THE CORPORATION 1§ AT THE TIME OF THIS ‘ &
st CERTFICATE IN GOOD STANDING WITH THIS DEPARTMENT AND DULY AUTHORIZED TO 3
< ; EXBRCISE ALL THE POWERS RECITED IN [TS CHARTER OR CERTIFICATE OF

INCORPORATION, AND TO TRANSACT BUSINESS IN MARYLAND,
IN WITNESS WHEREOF, | HAVE HEREUNTO SUBSCRIBED MY SIGNATURE AND AFFIXED THB

SBAL OF THE STATE DEPARTMENT OF ASSESSMENTS AND TAXATION OF MARYLAND AT
BALTIMORE ON THIS AUGUST 17, 20190.

oo D

Paul B. Anderson
Charter Division
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ﬁ' 301 West Preston Streel, Baltimore, Marylend 21201 =‘3
& Telephone Balio, Metro (410) 767-1340 / Outside Balto, Metro (888) 246-5941 33
‘g‘ MRS (Maryland Relay Service) (800) 735-2258 TT/Voice -fé'

Fox (410 333-7097 . <
A (#19 R6557816 B




NextGen Compminieations, {ne. il JE Q

:r,

THERT
ARTICLES-OF INGGRPOBATION $4¢ 2514% s §& mx ﬁf ot

THIS IS TO CERTIFY THAT: w2y B k2

BIRET: ‘The undeysigned, Bruce A, White, whose address is 275 West St,
Amnapolis, MB.21401, being at lenst 18 years of'age, does hereby fonn a corporatior-mmder the
general laws of the State of Marvland.

SECOND:  The name of the Q@rporathn {the “Corporation”) is:

NextGen Communications, Inc.

THRD: The Corgoration is formed for the purposeof carrying on any
tawlul business. .

FQURTH:  ‘Theaddress of the principal off toe-pf the Corporation in this S{atc
is 275. West 8¢, Awmviapols, MDD 21401,

FIFTH: " The name and addeéss of the resident agent of the Corperation in
Maryland is Bruce A. White, ofp TeleCommunication Systens, hic., 275 West St, Ahrapolis,
MD 21401, Said yesident agent iy & citizen 6FMaryland and aemaﬂy resides thereih.

SIXTH: The total pumiber of shares of'stogk which the Corporatien has
authority torissue.ds 1 00() shares e'anmmon Stovk, $0.001 par valye pershate. The dggregate
par vatue of 4 Al authanzed shazas baving a par walve is $1.00. Amajomt; of the éntive Bosig of
Dfrccf@m without ation by the stoekholders, tiay dmend the chatler to ancrease or decrense the

aggregaté mimber of shares of stoek or the ;mmber ofsheres of stock of dhy class thatthe

Corporation has authority to issue.

SEVEN FH:  The Corporation-shall have a board of two ditectots unfess the
number is increased or decreased in aceordhnes with the Bylaws of the Cérporation. Flowever,
the numiber of direciors shall naver be less than the piinimum number required by the Maryland

General Corporation Taw. Thefuitial-directors are:

Maurice B, Tosé
Thomas M. Bf&udt? Jr,

BIGHTH: (3)  The Gorpoiationidserves tiie xight to.make any amendnient
of the charter, now or hereafter authorized by [aw, including any amendnent which: alters-the
contract rights, as expressly set forth inthe charter,. of any shares. of eirstanding stack. .

(8} The Board of Pirectorsof the Corporation niay mithorize
the issuancee fromrtime fo tiime-of shares of ifs stock of any class, whether now or hereatter

HASTM2 9990,



authorized, or sceurities convertible info shares of its stock of any class, whether now ot
hereafler authorized. for such consideration as the Board of Directors may deem advisable,
subject lo such restrictions or limitations, if any, as may be set forth in the Bylaws of the

Cuorporation.
(¢} Notwithstanding any provision of law requiring the

authorization of any action by a greater-proportion than a majority of the total nuinber of shares
of all classes of capital stock or of the tofal number of shares of any class of capital stock, such
aclion shall be valid and effective ifautherized by the affirmative vote of the holders of a
majority of the tofal number of shares of all clagses outqtqndmg s and entilled (o vote thereon,

except as otherwise provided in the charter,

NINTH: To the maximum extent of Maryland statutory or decisional law as
in effect from tine to time, no director or officer of the Corporation shall be Hable to the -
Corporation or its stockholders tor imoney damages. Neither the amendment nor repeal of this
Atticle, nor the adoption or amendment of any other provision of the charter or Bylaws
inconsistent with this Article, shall apply to or affect in any respect the appiioal:iﬂifv of the
preceding sentence with respect to any aot of failure 0 act which ocouncd prior'to such

amendment, repeal or adoption. .
TENTH: The Corporation shall indemnify (A} its divectols and officers,

whether serving the Corporation or at its request any other eatity, to the full extent required-or
permitted by the General Laws of the Staté of Maryland now or heraafter in forcs, including the
advance of expenses under the procedures and to the foll extent permitted by law and (B) other
employees and agents to such extent as shall be anthorized by the Boatd of Directors or the
Corporation’s Bylaws and be permitted by law. The foregoing rights of indemmification shall
not be exclusive of any other rights to whxch those seekmg indemnitication may be-entitled. The
Board of Directors may lake such action as is necessary to carcy out these indernification
provisions and-is.expressly empowered to adapt, approve and amend from time to time such by-
laws, resolutiong or contracts inplementing such provisions or such finther indemnification
arrangemients a5 may be permitted by law. No amendment of the charter of the Corporation shall
limit or eliminate the right to indernification provided hereunder with respect to acts or
omissions oceurring prior to such anendment or repeal.

IN WITNESS WHEREOF, 1 have signed these Artieles of Incorporation and
acknowledge the same (o be my act on this 27th day of October, 2008.

: Z ! ££24. (‘I/ //@C

rce A White
"‘Sole Incorporator

EASTH2199%08.1



Consent of Resident Agent

THE UNDERSIGNED, hepeby congents te act as resident agent in Mazyland for the
entity nanied in the aftached insinnment,

/ &
. '%_j‘ W Va -‘:— ' .
"E:’"[*LL/" - faiﬁi—sL" a v/ﬁb/Lﬁf? . { 5‘/"52 7{/1;'3;{5 4
Bruce A. Wiite. Data

f
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Exhibit B



Maurice B. Tosé
Chairman of the Board, Chief Executive Officer, and President of TCS and

President and CEO of NextGen Comumunications, Inc.

Maurice B. Tosé founded TeleCommunication Systems (TCS) in 1987, initially as
a military contractor for software development and network projects. Since then, TCS has
evolved info a leader in wireless messaging and location technology. Today, TCS is
delivering the essential software, services, and solutions to wireless telecommunication
catriers that enable people to better manage their mobile lifestyle.

Since its inception, the compaﬁy has experienced significant growth, from
generating $28 million in revenues during its first 10 years to $58.1 million in revenues in
2000. The company has grown to more than 500 employees based principaily in
Annapolis, Seattle and Tampa. In Angust of 2000, TCS launched itself as a public
company with a successful Initial Public Offering (IPO) raising $92 million.

Born in 1957 in Fort Bragg, N.C., Mr. Tosé grew up in" Williamsburg, VA., and
attended public schools. He graduated from the United States Naval Academy in 1978
with a Bachelor of Science degree in Operations Analysis. Following his graduation, he
served on active duty in the United States Navy for eight years in posts throughout the
United States, rising to the rank of Lieutenant. Tours of duty af sea included USS Bagley
as Damage Control Assistant and as the Operations Officer on USS Mauna Kea, where
he was responsible for the operations and maintenance of all voice and data
communications. After his service at sea, Mr. Tosé returned immediately to the Naval
Academy as an instructor. For more than 10 years, Mr, Tosé has been an active member
of the Naval Reserves, attaining the rank of Commander, including an extensive
assignment to the staff of fhe United States Secretary of Defense.

Prior to founding TCS, Mr. Tosé was the Director of Department of Defense
Programs for Techmatics, Inc., headquartered in Silver Spring, Maryland. At Techmatics,
Mr. Tosé was responsible for the marketing and management of systems integration
confracts for the DoD. These contracts involved the installation, maintenance, personnel
training and integrated logistics support for turnkey comraunications systems.




With over 21 years of experience providing technical solutions throngh operations
research techniques in engineering, telecommunications, complex automated data
processing and wireless systeros, Mr. Tosé and his company have been recognized
through the receipt of numerous awards including 2000 and 1997 Ernst & Young
Entrepreneur of the Year finalist, The Lamond Godwin Bridge Builders Award for
Excellence in Minority Business Relations, The national Association of Black
Telecommunication Professional’s Granville T. Woods Award for Outstanding
Achievement, The AT&T Spectrum Award for Innovators, three-time winner of the
- Greater Washington Technology Fast 50 Award, two-time winner of the Maryland Fast
50 Award, the national Technology Fast 500 Award, five times included in the Black
Enterprise Top 100, and the Government Computer News Industry Information
Technology Award. Additionally, Mr. Tosé is a member of numerous professional
organizations including the Wireless Data Forum, AT&T’s Diversity Roundtable, the
International Engineering Consortium and the Intelligent Network Forum.

Despite the hectic schedule of a CEQ, Mr. Tosé has made community service a
priority. Current and past affiliations include: treasurer and vice president, U.S. Naval
Academy Class of 1978; member, Annapolis Jaycees and Amapolis Kiwanis; treasurer,
vice president, director Arundel on the Bay Homeowners Association; member, Budget
& Finance Council, Antioch Apostolic Church; co-founder, chairman of the board,
United States Naval Academy Samuel P. Massie Education Endowment (through which
TCS has provided over $75,000 in scholarships fo at-risk youth in Anne Arundel County,
MD); member, Annapolis neck Small Area Planning Commission; member, board of
directors, First Night Annapolis; member, board of directors, Ginger Cover Retirement

Commumity.

Richard A, Young
Executive Vice President and Chief Operating Officer of TCS

Mr. Young directs all day-to-day activities in the company including goal setting,
performance monitoring, and deployment of key personnel. Mr. Young joined TCS in
1992. He has over twenty-seven years of experience in fechnology management, with in-
depth technical experience in hardware and software life cycle program management.,
Prior to TCS, Mr. Young worked as Senior Manager for ICF Information Technology,
Inc. where he was responsible for managing over thirty technical staff in designing and
developing applications to customer specifications. From 1986 to 1989, Mr. Young was
the Director of the Information Systems Department of the Navy Recruiting Command
where he managed over seventy technical employees and was responsible for the
information management requirements of the nationwide recruiting force. Mr. Young
holds a B.S. degree in Engineering from the U.S. Naval Academy and holds a Master of
- Science degree in Information Technology fiom the Naval Postgraduate School.




Thomas M, Brandt, Jr.
Senior Vice President and Chief Finauncial Officer of TCS and NextGen

Communications, Inc.

As Chief Financial Officer, M. Brandt is responsible for the Company’s financial
management, reporting, controls, accounting, and administration. Mr, Brandt joined TCS
in early 1997. He has twenty-seven years experience in finance and accounting. M.
Brandt was previously Senior Vice President and CFO of DIGEX, Inc., an Internet
service provider, where he helped lead its 1996 TPO. His experience includes twelve
years with Price Waterhouse, and services as CFO or confroller of ofher corporations
mcluding Easco Corporation, a Fortune 500 company listed on the New York Stock
Exchange. He serves on the Boards of Anfenna Research Associales, Inc., a private
technology company, He is a CPA with an AB from Duke University and an MBA fiom

the Wharton Schoo! of the University of Pennsylvania,

Richaxd H. Dickinson
Senior Directox, Public Safety of TCS

Richard (Dick) Dickinson has over eighteen years experience in wireless
telecommunications, project management, and communications center management. He
has built wireless networks nationally and internationally, managing site acquisition and
zoning, construction, and warehouse logistics. Dick has managed the communications
center for the University of Washington, a 24X7 emergency response center. He has
participated in all aspects of wireless Phase I and Phase I1 E9-1-1 deployments, usually in
a lead role for most FOAs and trail blazing deployments for various technologies. With
the emergence of VoIP, Dick applied his knowiedge of E9-1-1 to develop and patent the
E9-1-1 solution for nomadic VoIP which has become the basis for the NENA 12 standard.
e is active in various industry forums and standards bodies, including NENA, APCO,
NRIC7, ESIF, and is Chair of the E9-1-1 Institute VoIP Subcommitiee for Policy. Dick
received his Masters Degree in International Studies from Pacific Lutheran University
and his Bachelors Degree from the United States Military Academy.




Exhibit C



P LN

&

L .
SRl

7 THOMSON REUTERS

;I'ELECOMMUNICATION SYSTEMS INC /FA/ (1svs

275 WEST ST
ANNAPOLIS, MD, 21401
410-263-7616
www.telecomsys.com

10-Q
Quarterly report pursuant to sections 13 or 15(d)

Filed on 8/5/2010
Filed Period 6/30/2010

O]

YWestlaw, Rusivess




SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
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TeleCommunication Systems, Inc.

Consolldated Statements of Income
(amounts In thousands, except per share data)
{unaudited}

Revenue : Lo
LSeNVICES e
Systems T A )

Total revenue
Direct costs of revenue
Direct cost of services revenue
Birect cost of systems revenue, including amortization of
‘software development costs of $2, 301,8762, $4,607
and $1,322, respectively

Total dirgct gost of revenue )
Services gross profit -
Systams gross profit

" :Total gross profit
Operating costs and expenses. .. . .
“Research and development expense
 Sales and marketing expenss .
General and adminfsirative expense - °

~ Bepreciation and amortization of property and equ:pment

- Amortization of acquired intangible assets
Total oparating costs and expenses
Income from operations o
Interest expense
Amortization of debt discount and debt issuance expenses
GOther income, net

income hefore Income taxes
Provision for income taxes

Net income
Net income per share-hasic
Net income per share-diluted

Welghted average shares outstanding-basic

Weighted average shares outstanding= diluted ~~ ="

See accompanying Notes to Consolidated Financial Statements.

1

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
63420  § 34594  $ 123273 § 65218
:09,233 - 32,642 60,306 72,419
92,662 67,136 183,579 137,837
35,886 18,820 70,218 37,189
23,688 18266 46624 45,154
50474 37,086 116,842 82,343
" 97,543 45774 53,055 28,029
5,645 14,276 13,682 27,265
33,188 '30,050 66,737 55,204
18,571 4915 15,089 9,789
5,967 | 4,172 11,946 8,163
19,802 8,308 18,264 15,290
2,257 1,434 4,233 2,888
4,171 422 2,343 159
25,768 19,041 51,875 36,280
74200 11008 0 14,862 19,005
{2,237 (225; (4.589; {413;
(216 63 {376 “ {68
495 105 985 284
5,462 " 10,836 10,882 18,818
(2,367) (4,230) (2,777) (7.345)
3,085 % 6,608 8,105 $ 11473
0.08 0.14 015 § 0.25
T0.06 08 0443 0.14 T 0.22
52,020 46,765 52,788 46,170
‘58,124 51,988 66,897 51,557




TeleCommunication Systems, Inc.

Consolidated Balance Sheets
{amounts in thousands, except share data}

Assots

Current assets )
"Cash and cash equivalenis -~
Accounts recelvable, net of allowance of $427 in 2010 and $389 in 2009
Unbilled receivables -
fnventory
Defetred Income taxes ’
Receivable from settlerment of patent matter
Income tax refund recelvable
Other current assets

‘Total current assefs

Property and eguipment, net of accumulated depreciation and amortization of
$51,179 in 2010 and $46,960 in 2008

Software development costs, net of accumulated amartization of $14,548 in 2010
and $9,9411n 2009

Acquired intanglble assets, nat of accumulated amortization of $3,868 in 2010 and
$1,526 in 2008 L o

Goodwill

Other assets

R “Total assets ‘-

Liabifities and stockholders’. equity
Current liabilities:
Accounts payable and accrued exXpenses
Accried payroll and related liabilities
Deferred revenue
Current portion of capital lease obligations and notes payabile

Tolal current liabilities

Capital lease obligations and noles payable tess cttrrent portion

Deferred income taxes o

Other long—term liability -

Stockholders’ equity:

Class A Common Stock; $0.01 par value:-

Authorized shares — 225,000,000; issued and outstandlng shares of
. 46,924,565 in 2010 and 48, 157 025 in 2000

‘Class B Common Stock; $0. 01 par value:

Authorized shares — 75,000, 000 issued and outstand:ng shares of 6,116,334

......in 2010 and 6,276,334.in 2008
S Additional paid—ln capita! R ARSI
_.....Accumulated other comprehenswe mcome

- Accumulated deficit

Total stockholders’ equity
: ' “Totat Habilitles and stockholders' equity

See accompanying Notes to Consolidated Financial Statements.

2

June 30, December 31,

2010 2009

{unaudited)

7,035 % 61,426
51,156 65,476
25,923 23,783
3,724 9,331

.'i0,228 9,507

e 15,700

- 5.438
7,005 8,945
195,071 199,606

33,283 20,734
40,613 45,384

. 30,585 . 33975
166,948 164,350

7,711 8,176
474,211 U8 472,025
$ 30768 $ 52,099
LD 433 T L 19,265
18,860 9.938
45,945 39,731
117,006 121,933

137,541 143,316
13,635 15,435
4,297 5,755

470 462
. 61 63

~ 291,517 283,733

R . 12
{90,379) {98,484)

201,682 185,786
$ 474211 % 472,225




TeleCommunlcation Systems, inc.

Consolidated Statement of Stockholders’ Equity
{amounts in thousands, except share data)

{unaudited)
Accumglated
Class A Class B Additional Other
Common Common Paid~-in Comprehensive  Accumulated
Stock Stock Capltat income Defigit Total
Balance at January 1, T e e LT B L
w2040 46278 UB3 8 283,733 % 2 g {98,484) "% 185,786 °
Options exercised for the
purchase of
512,799 shares of
Class A Comimon Stock .. . 5 — 1.784 : - . — .
Issuance of 95,823 shares : s S . S B
~of Class A Common - 0 e S -
Stock under Employee . - R T T e B R
Slock Purchase Plan 1 — 612 = — 813
Conversion of
160,000 shares of

Class B Common Stock

to Class A Common

Stock : L2 A2 = R T — —
Issuance of shares of .- = 7 -0 L 0 T S e L e T )

16,107 Restricted, - R A i BN AR b R

Class A Commeon Stock L= = 17 = — 17

Stock-based
compensatlonexpense . . . —. . .. — L. 53M . — T RS . - ¥ i
Foreign gurrengy .U D ST TS AR e L LTl
translation adjustment -~ - Pl A B B : A

Net income for the
six—-months ended
June 30, 2010 — — — — 8,105 8,105

Balance at June 30,2010 $ 470 " $ 61 ¢ 201517 ¢ 43§ (90,379) $ 201,862

See accompanying Notes to Consofidated Financial Statements.
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TeleCommunication Systems, Inc.

Consolidated Statements of Cash Flows
(amounts in thousands)
{unaudited}

Operating activities:
Net Income o
Adjustmants to reconcile net income to net cash provided byl(used In} operatsng activities:
. Depreclation and amortization of property and equipment . ) .
Amortization of acquired intangible assefs
Deferred tax provislon e
Stock compensation expense -0 :
Amoriization of software development costs
Amortization of deferred flnancing fees -+ 70 !
Impairment of marketahble securities/. mvestment o
Other non—cash adjustments ~
Changes in oparating assets and lfabilities:
‘Accounts recelvable, net -
_Unbilled recsivables, . . .
‘Inventory - o
Other current assets
Other assefs
Accounts payable and accrued expenses
Accrued payroll and related liabilittes
_ Dther liabilities .
Deferred revenus

Subtotal — Changes in operating assets and liabitities

Net cash provided by operating activities
Investing activities:
Acquisitions, net of cash acqulred
Purchases of property and eguipment, net of cash acquired
Capitalized software development costs

Total net cash used in mvesung acilwl:es
Flnancing activities: .~ '~

Proceeds front issuance of Jong~ term debt. .
Payments on long~term debt and capital lease obligations
Proceeds from exarcise of employee stock options and sale of stock

Total net cash (used in)provided by financing activities

Net increase In cash
Cash and cash equlvalents at the beglnning of the period -

Cash and cash equlvalents at the end of the period

See accompanying Notes to Consolidated Financial Statements,
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Six Months Ended

June 30,
2010 2009
$ . 8105 $ MAT3
4,233 2,888
2,343 159
2,777 8,695
5,371 2,183
4807 . 1322
. 225 15
‘884 ” “{8Y:
14,280 13,836
(2.084) 2617
8,607 {9,768
. .20,047 {732
- 465 (1,217
_(13 377 9,253
B, 862 {5,950
5,146
8,922 7479
22,752 {3,288)
© 51,673 21,498
— {15,000}
(11,075 511
(2,172 534
{13,247) {18,245)
T 20,000
{5,218) {8,486)
2,402 3,250
{2,816} 14,784
35,610 20,037
61,425 38,077
$ 97035  $ 59014




TeleCommunication Systems, Inc.

Notes to Consolidated Financial Statements
June 30, 2010
famounts in thousands, except per share amounts)
(unaudited)

1. Basis of Presentation and Sununary of Slgnificant Accounting Policles

Basis of Presentation, The accompanying unaudited consolidated financlal statements have been prepared In
accordance with U.S. generally accepted accounting principles for interim financlal information and with the instructions to
Form 10-Q and Article 10 of Regulation S—X. Accordingly, they do not include all of the information and footnotes required
by generally accepted accounting principtes for complete financial statements, In the opinion of management, all
adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation have been included.
Operating resuits for the three— and six-months ended June 30, 2010 are not necessarily Indicative of the results that may
be expected for the year ended Dacember 31, 2010. These consolidated financial statements should be read in conjunction
with our audited financtal statements and related notes included in our 2009 Annual Report on Form 10-K. The terms
“TCS", "we’, “us” and “our” as used in this Form 10-Q refer to TeleCommunication Systems, Inc, and its subsidiaries as a
combined entity, except where it is made clear that such terms mean only TeleCommunication Systems, Inc.

Use of Estimates. The preparation of financlal statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts and related
disclosures, Actual results could differ from those estimates.

Other Comprehensive Incomef{Loss). Comprehensive incomelf(loss) includes ehanges in the equity of a business
during a period from fransactions and other events and circumstances from non-owner sources. Other comprehensive
incomelloss refers to revenue, expenses, galns and losses that under U.S. generally accepted accounting principles are
included in comprehensive income, but excluded from net income. For operations outside the U.S. that prepare financial
statemenits In cuirencies other than the U.S. dollar, results of operations and cash flows are transiated at average
exchange rates during the period, and assets and liablfities are translated at end-of-perlod exchange rates. Translation
adjustments for our European subsldiary are included as a component of accumulated other comprehensive income in
stackholders’ equity.

Deferred Compensation Plan. During 2009, the Company adopted a non—qualified deferred compensation
arrangsment to fund certain supplemental executive retirement and deferred income plans. Under the terms of the
arrangement, the participants may elect to defer the receipt of a portion of their compensation and each participant directs
the manner in which their Investments are deemed Invested. The funds are held by the Companyin a ragbi frust which
include fixed income funds, equity securities, and money market accounts, or other investments for which there Is an active
quoled market. The funds are included in Other assets and Other long-term [iability on the Consolidated Balance Sheet.
Company contributions were made to the plan in 2009, but not in 2010.

Stock-Based Compensation. We have fwo stock-based employee compensation plans: our Amended and
Restated Stock Incentive Plan (the "Stock Incentive Plan”} and our Second Amended and Restated Employee Stock
Purchase Plan {the "ESPP"}. In the past, we have issued restricted stock to directors and certain executives, We record
compensation expense for all stock-based compensation plans using the fair value method presctibed by Financial
Accounting Standards Board (the “FASB"} Accounting Standards Codification {(*“ASC”™) 718-10. Our stock compensation
expense has been allocated to direct cost of revenue, research and development expense, sales and marketing expense,
and general and administrative expense as detailed in Note 3.
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TeleCommunication Systems, Inc.
Notes to Consolidated Financial Statements — {Contlnued)

Earnhings per share. Basic income per common share Is based upon the average number of shares of commen stack
outstanding during the period. Stock oplions to purchase approximately 7.8 million shares for the three~-months ended
June 30, 2010 and 5.9 milllon shares for the six~-months ended June 30, 2010, and approximately 1.8 million shares for
both the three- and six-menths ended June 30, 2008 were excluded from the computation of diluted net income per share
because thelr inclusion would have been anti—dilutive, Shares Issuable upon conversion of convertible debt issued in the
fourth quarter of 2009 were included in welghted average diluted shares for the six-months ended June 30, 2010 but were
excluded from weighted average diluted shares for the second quarter of 2010 because the effect of thelr inclusion would
have been antl-difutive. A reconcliiation of basic to diluted weighted average common shares outstanding Is as follows:

Three Months Six Months
Ended Ended
June 30, June 30,
2010 2009 2010 2009
Numerator: ' ' o
Net income, basic $ . 3,095 $ 6,608 $ 8105 § 11473

Adjustment for assumed difutton: :

Interest on convertible debt, net of taxes —_ — 1,457 —

Net income, dituted ' e ) $ 3,005 $ 8.606 $ 9,562 $ 11,473
Denominator: L : : : .
Tetal basic weighted-average common shares outstanding 52,820 46,765 - 52,788 46,170
Effect of dilutive stock options based on treasury stock method . 3,204 4,714 4,107 4,894
Effect of diulive warrants based on freasury stock method o — 489 — 493
Effect of dilutive 4.5% convertible debt, based on *if converted®

method — — 10,002 —
Woeighted average diluted shares *~ =7 s e 56,424 51,068 N Tgs,807 T BY,657 ¢
Basic earnings per common share:. R y . — ) o e
MNet income per share —basic = - P R I ¢ K $ 0148 046 -8 0025
Diluted earnings per common share: e e : o
Net income per share-dituted - EE R $ 006 $ 013 $ - 014 % 022

Income Taxes. Income tax amounis and balances are accountsd for using the asset and lability method of
accounting for Income taxes as prescribed by ASC 740. Under this method, deferred income tax assets and liabilities are
measured using the enacted tax rates and taws that will be in effect when the differences are expected to reverse,

Effective January 1, 2007, the Company began recognizing the bensfits of tax positions in the financial statements
which are more likely than not to be sustained upon examination by the taxing authority and satisfy the appropriate
measuremant criteria. If the recognition threshold is met, the tax benefit is generally measured and recognized as the tax
benefit having the highest likelihood, based on our jJudgment, of being realized upon ultimate settlement with the taxing
authority, assuming full knowledge of the position and all relevant facts. At June 30, 2010, we had unrecognized tax
benefits totaling approximately $1.7 million. The determination of these unrecognized amaunts reguires significant
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TeleCommunication Systems, Inc.
Notes to Consolldated Flnancial Statements — {Continued)

judgments and interpretation of complex tax faws, Different judgments or interpretations could result in material changes to
the amaount of unrecognized tax benefits.

Recent Accounting Pronouncements.

in October 2008, the FASB issued Accounting ASH 2009-14 to ASC topic 985, “Certain Revenue Arrangements That
Include Software Elements.” that removes tangible products from the scope of sofiware revenue guldance and provides
guidance on determining whether software deliverables in an arrangement that includes a tangible product are covered by
the scape of the software revenue guidance. ASU 2009-14 will be applied prospectively for new or materially modified
arrangements in fiscal years beginning after June 15, 2010 and early adoption Is permitted. The Company Is currenily
evaluating the impact the adoption will have on its consolidated financial statements.

In October 2009, the FASB issued ASU 2009-13 to ASC topic 805 “Revenue Recognition — Multiple Deliverable
Revenue Arrangements.” This update addresses how to determine whether an arrangement involving multiple deliverables
contains ane or more than one unit of accounting, and how the arrangement consideration should be allocated among the
separate units of accounting. This update also established a selling price hierarchy for determining the selling price of a
deliverable. The salling price used for each deliverable will be based on vendor-specific obfective evidence If avallable,
third-party evidence if vendor-specific evidence Is not available, or estimated selling price if neither vendor — specified or
third—party evidence is available. ASU 2009-13 may be applied retrospectively or prospectively for new or matetially
modified arrangements in fiscal years beginning on or after June 15, 2010, with early adoption permitted. The Company is
currently evaluating the impact the adoption will have on its consolidated financial statements.

2. Acquisitions

During 2009 the Company acquired four businesses. These acquisitions were accounted for using the acqulsition
method; accordingly, thelr total estimated purchase prices are allocated to the net tangible and intangible assets acquired
and liabilities assumed, based on their estimated fair values as of the effective dates of the acquisitions. The allocations of
purchase price were based upon management's preliminary valuation of the fair value of tangible and intangible assets
aequired and llabilities assumed, and such estimates and assumptions are subject to change as the company finalizes the
allocation for each of the acquisitions.

On May 18, 2009, the Company acquired substantially all the assets of LocationLogic, LLC {(*LocationLogic”), formerly
Autodesk, Inc's location services business. The Locationl.ogic business is reported as part of our commerclal services. The
purchase price of the LocationLogic’s assets was $25 million, comprised of $15 milllon cash and $10 million, or
approximately 1.4 million shares, in the Company's Class A Common Stock.

7




TeleCommunication Systems, Inc.
Notes to Consolidated Financial Statements — {Continued)

The following table summarizes the final purchase price allecation of the fair values of the assels acquired and
liabliities assumed at the date of the acquisition:

Assels: : : - Sohey . S F - A S TR 3 T A
Accounts recelvable, net : ) o o L % . 145
Unbilled accounts receivable : T R L R Ceo D 1,08
Other current assets . . . . . . 205
Property and equipment : : ' 865
Acquired technology and software development costs o . ] . 3,703
Acqulred intangible assets : ' 8,720
Goodwill 12,2086
Total asssis Y : % 26,925
Liabilities:
Accounts payable and accrued expenses § 1,273
Accrued payroll and related liabilities 325
- Total kabllites 7 ‘ o $ 1,508
Fair value of net assetls acquired $ 25,327

On November 3, 2009, the Company purchased alf of the outstanding stock of Selvern Innovations, Inc. {"Solvern™), a
communications technology company focused on cyber—security. The Soivern business is reporied as part of our
government services. Solvern's purchase consideration Included cash, approximately 1 million shares of the Company’s
Class A common stock, and contingent consideration based on the business’s gross profitin 2010 and 2011,

On November 16, 2009, the Company completed the acquisition of substantially all of the assets of Sidereal Solutions,
Inc. {"Sidereal™), a satellite communications technology engineering, operalions and maintenance support service
company. The Sidereal business is reporied as part of our government services. Conslderation for the purchase of the
Sidereal assels included cash and approximately 244,200 shares of the Company's Class A common stock, and contingent
consideration based on the business's gross profit in 2010 and 2011.

The total estimated purchase price for the three acquisitions described above was $70 million. Approximately
$49 million was prefiminarily allocated to goodwill, approximately $0.1 million for other current and long-term assets net of
liabilities, and $21 million to acquired definite-lived intangible assets, conslisting of the value assigned to customer
relationships of $3.7 million for Locationbogic, $7.3 million for Solvern and $2 million for Sidereal and developed technology
of $8.7 million classified as capitalized sofiware development costs for Locationt.ogic.

We also completed the acquisition of Networks in Motion, inc. (*NIM™} on December 15, 2008, Pursuant to the merger
agreement, TCS Issued former NIM shareholders approximately $110 milHlon in cash, $40 million in promissory notes, and
approximately 2.2 million shares of the Company's common stock valued at $20 million. The promissory notes bear simple
interest at 6"2{ and are due in three installments: $30 million on the 12 month anniversary of the closing, $5 million on the
18 month anniversary of the closing, and $5 millicn on the 24 month anniversary of the closing, subject to escrow
adjustments. Note that for $20 million of the obligation due in December 2010, the Company has the option to seltle using
comrmon stock, but the Company currently plans to satisfy this debt for cash.

Of the total estimated NIM purchase price of $170 million, approximately $113.9 milllon was preliminarily alfocated to
goadwill and $54.5 million to acquired definite-lived intangible assets, consisting
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TeleCoemmunication Systems, Inc.
Notes to Consolidated Financlal Statements — {Continued)

of the valus asslgned to NIM's customer refationships of $20.1 million, and developed technology of $34.4 million classified
ﬁsb(;latlaitalized software development costs and approximately $41.6 mitlion for other gurrent and long—term assets net of
abilitles.

During the six-months ending June 30, 2010, we made final adjustments to the preliminary purchase price allocations
for LocationLogic, detailed above. We also made adjustments to the preliminary purchase price allocations for the other
three acquisitions for a total adjustment to goodwill of $2.0 million, as a result of information not initlally avallable. Prior to
the end of the measurement period for finalizing the purchase price allocation, if information becomes available which
would Indicate adjustments are required to the purchase price allocation, such adjustments will be included In the purchase
price allocation retrospectively. The measurement period is not to exceed 12 months from the acquisition dates,

The unaudited pro forma financlal information for the three and six~months ended June 30, 2009 in the table balow
summarizes the consolidated results of operations for TCS and NIM {which was assessed as a significant and material
acquisition for purposes of unaudited pro forma financial information disclosure), as though NIM was acquired at the
beginning of 2009,

The following pro forma fnformation is presented o include the effects of the acquisition of NIM using the acquisition
methed of accounting and the related TCS Class A common stock and promissory notes issued as part of consideration.
Tpfe unaudited pro forma financlal Information is presented to also include the effects of $103.5 milfion Convertible Notes
offering.

The pro forma financial information s not intended to represent or be indicative of the consolidated results of
operations or financial condition of TCS that would have been reported had the acquisition been completed as of the dates
presented, and should not be construed as representative of the future consclidated results of operations or financial
condition of a consolidated entity,

The following unaudited pro forma financial Information is presented below for infermational purposes only and is not
indicative of the results of operations that would have been achieved if the acquisitions and any borrowings undertaken to
finance the acquisition had taken place at the beginning of 2009.

Thiree Months Six Months
Ended Ended

Pro

Forma

Information June 30, 2009 June 30, 2009
Revenus™ =~ 5 86622 8 T 173,366
Net income $ 8,692 $ 13,612
Basic earnings per share ‘5 0.18 $ - 0,28
Diluted earnings per share $ 0.15 $ 0.25

3. Stock-Based Compensation

We recognize compensation expense net of eslimated forfeitures over the requisite service periad for grants under our
optlen plan, which is generally the vesting period of 5 years. The Company estimates the fair value of each stack aption
award on the date of grant using the Black-Scholes option—pricing model. Expected volatilities are based on historical
volatility of the Comipany's stock. The Campany estimates forfeltures based on historical experience and the expected term
of the options granted are derived from historlcal data on employee exercises. The risk free interest rate Is based on the
U.S. Treasury yield curve in effect at the time of the grant. The Company has not paid and does not anticipate paying
dividends in the near future.
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TeleCommunication Systems, Inc.
Notes to Consolidated Financial Statements — {Continued)

We also recognize non-cash stock compensation expense for restricted stock Issued to directors and certaln key
executives. The restrictions expire at the end of one year for directors and expire in annual increments over three years for
executives and are based on continuted employment. We had 42 shares and 30 shares of restricted stock outstanding,
respectively, as of June 30, 2010 and June 30, 2008. We expect to record future stock compensation expense of $184 as a
result of the restricted stock grants outstanding as of June 30, 2010 that will be recognized over the remaining vesting
petiod in 2010 and 2011,

The material components of aur stock compensation expense are as follows;

Three Months Six Months
Ended June 30, Ended June 30,
2010 2009 2010 2009
Stock-based compensation: - ' B : '
Stock options granted at fair value $ 2,110 $ 1,149 $ 5141 $ 2,074
Restricted stock : ’ : : B 40 M2z 0 68
Employee stock purchase plan 70 28 i08 44
“Total stock compensatlon expense > e TR T g g 04g $ 1,217 $ 5,371 $ 2,183

l Stock-based compensation is inciuded in our operations in the accompanying Consclidated Statements of income as
foltows:

Three Months Six Months
Ended June 30, Ended June 3¢,
2010 2089 2010 2009
Stock-based compensation: e ' : ' o
Direct cost of revenue o .8 1415 $ 784 $ 3377 . § 1408
Research and development expense 587 : 284 T 1,402 B0g
Sales and markeling expense 136 98 326 176
General and administrative expehse 111 51 266 g2
Total stock compensation included in operaling expenses $§ 2,249 § 1,217 $ 5371 $ 2183

A summary of our stock option activity and related information for the six—months ended June 30, 2010 is as follows:

Welghted
Average
Number of Exercise
{Share
amounts
in
thousands) Optlons Price
Qutstanding, beginning of year - 7020 S 4 612 $ 532
Granted. . L IO L. . ..1818 § 831
SEwarelgad e D T L T e P (o V. $ 3.53
Expired . . e L o o 131 $ 6.51
Forfelted " - 658 8 8.21
QOutstanding, at June 3¢, 2010 15,129 $ 5.60
Exercisable, at June 30, 2010 8,286 3 4.02
Vested and expecied to vest at June 30, 2010 14,037 $ 541
Wolghted—avarage remaining contractuat life of options outstanding at June 30,2016 " - 8.5'years R
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Six Months
June 30,
2010 2009
Estimated welghted-average grant-date falr valus of oplions granted during the perlod: “ > "8 458 '§ 465
Total fair value of options vested during the perfod $ 5,297 $ 3,989
Intrinsic value of optiohs exercised during the period o g D oRg S 4,786

Exetcise prices for options outstanding at June 30, 2010 rangsd from $1.07 to $9.86 as follows (al! share amounts in
thousands):

Welghted-Average

Weighted-Average Remalning
Welghted-Average Remalning Weighted~-Average Contractual Life
Exercise Prices Contractual Life Options Exercise Prices of Optlons
Evercl Optlons of Options of Qptlens Vestedand  of Options Vested Vested and
xerclse
Prices Outstanding Outstandlng Outstanding (years)  Exercisable _and Exerclsable  Exerclsable (years)
$1.07-51.84 Rt (I SRR (| B 2.56 8§ BRI (O X
$192-5298 2415 % 247 L 5.29 2,244 % 247 525
$3.05 - §4.68 4872 § 333 S 5.54 C3858 § 3B ShM
$4.83-%745 2209 § éx AT 1692 § 673 . 352
$7.85-39.86 5432 § 8.66 o 9.27 411§ 817 835
15,129 8,286

As of June 30, 2010, the aggregate intrinsic value of options outstanding was $8,266 and the aggregats intrinsic value
of oplions vested and exercisable was $7,016. As of June 30, 2010, we estimate that we will recognize $20,700 in expense
for outstanding, unvested optlons over thelr weighted average remalning vesting perfod of 3.7 years, of which we estimale
$4,800 will be recognized during the remainder of 2010,

in using the Black-Scheles model to calculate the fair value of our stock opfions, our assumptions were as folfows:

Six Months Ended June 30,

2010 2009
Expected life (inyears) o o A ¥ B
Risk-free interest rate(%) _ _ e . .24%-2.8% 1.65%-1.9%. .
Dividend yield(%) 0% 0%

4, Supplemental Disclosure of Cash Flow Information

Property and equipment acquired under capital leases totaled $3,068 and $5,706 during the three- and six—-months
endad June 30, 2010, respectively. We acquired $2,530 and $4,579 of property under capital leases during the three— and
six—-months ended June 30, 2009, respectively.

Interest paid fotaled $954 and $2,6086 during the three—- and six~months ended June 30, 2010, respectively. We paid
$225 and $413 in interest for the three— and six-months ended June 30, 2009, respsctivaly.
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Income taxes and estimated state income taxes pald totaled $942 and $2,172 during the three- and six-months
ended June 33, 2010 and were $500 and $879 for the three- and six—-months ended June 30, 2008, respectively.

5. Fair Value Measurements

ASC 820-10 discusses valuation technlques, such as the market approach (comparable market prices), the income
approach {present value of future incoms or cash flows), and the cost approach (cost to replace the service capacity of an
assel or replacement cost). The statement utllizes a falr value hlerarchy that prioritizes the inputs to valuation techniques
used to measure fair value into three broad levels. The following is a brief description of those three levels:

Level 1: Observable inpuis such as quoted prices (unadjusted} in active markets for Identical assels or liabilities.

Level 2: Inputs other than guoted prices that are observable for the asset or liability, either directly or indirectly.
These include quoted prices for similar assets or liabilities in active markets and quoted prices for identical or
similar assets or fiabilities in markets that are not active.

Level 3: Observable inputs that reflect the reporting enfity’s own assumptions.

Qur population of assets and liabilities subject to {air value measurements on a recurring basis and the necessary
disclosures are as follow:

Fair Value Fair Value Measurements at
as of 6/30/2010
6/30/2010 Using Fair Value Hierarchy
Total Level 1 Level 2 Level 3
Assels ) L S o R EEE NI TR e
Cash and cash equivalents S . % 97,035 $ 97,035 $ . — 8 —
Deferred compensation plan investments 1,005 1,006 — —
Assets at Fair Value $ 98,040 $ 098,040 $ — $ -
Uabliles ~ © e TR
. Deferred compensatlon $ . 88 § 858 § — . § —
Contractual acquisition earnouts 6,441 - — 6,441
Liabilities at Fafr Value $ 7,200 $ 858 $ —  § 6,441

The Company holds irading securities as part of a rabbi trust to fund certain supplemental executive retirement plans
and deferred income plans. The funds held are all managed by a third parly, and include fixed income funds, equity
securitles, and money market accounts, or other investments for which there is an active quoted market. The related
Deferred compensation liabilities are valued based on the undetlying investment selections held in each participant's
account. The Contractual acquisition earnouts were part of the consideration paid for certain 2009 acquisitions and were
initially valued at the acquisition date at $7,753. The fair value of the earnouts is based on probability-weighted payouts
under different scenarios, discounted using a discount rate commiserate with the risk,
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The following table provides a summary of the changes in the Company’s Contractual acquisition earnouts measured
at fair value on a recusring basis using significant unobservable Inputs (Level 3) during the six—-months ended June 30,
2010:

Fair Value
Measurements
Using Significant
Unobservable

Inputs {level 3}
Balance at March 31,2010~ - S Tt T 7,280
Falr value adjustment recognized in earnings (839)
Balance at June 30,2010 B 6,441

The Company's long-term debt conslists of borrowings under a commercial bank term loan agreement, 4.5%
convertible senior notes, and promissory notes payable to sellers of Networks in Motlion, Inc. {see Note 11}. The long-term
debt is currently reported at the botrowed amount outstanding and the fair value of the Company's long-term debt
approximates its carrying amount.

The Company’s assels and liabiiities that are measured at falr value on a non-recurring basis inciude long-lived
assels, intangible assets, and goodwill. These items are recognized at fair value when they are considered to be other than
temporarily impaired. In the first six-months ending June 30, 2010, there were no required fair value measurements for
assets and liabilittes measured at falr value on a non-recurring basis.

6. Segment Information
Qur two operating segments are the Commercial and Government Segments.

Our Commercial Segment products and services enable wireless carriers to deliver short text messages,
location—based information, internet content, and other enhanced communication services to and from wireless phones.
Our Commarcial Segment also provides E9-1—1 call routing, mobille location-based applications, and inter—cairier text
message technology. Customers use our software functionality through connections to and from our network cperations
centers, paying us monthly fees based on the number of subscribers, cell sites, call center circuits, or message volume. We
also provide hosted services under contracts with wireless carrier networks, as well as VolP service providers.

Our Government Segment provides communication systems integration, information technology services, and
software solutlons to the U.S. Department of Defense and other government customers, We also own and operate secure
satellite teleport facilities, and resell access to satellite airtime ( known as space segment.) We design, furnish, install and
operate wireless and data network communication systems, including our SwifiLink ™ deployable communication systems
é'vhic_:h integrate high speed, satellite, and Internet protocol technolegy, with secure Government-approved cryptologic

evices.

Management evaluates segment performance based on gross profit. We do not maintain information regarding
sagment assets. Accordingly, asset information by reportable segment Is not presented.
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The following table sets forth results for our reportable segments for the three- and six-months ended June 30, 2010
and 2009, respectively. All revenues reported below are from external customers. A reconciliation of segment gross profit lo
nef loss for the respective periods is also included below:

Three Months Ended June 30,

2010 2009
Comm. Gvmt _ Totai Comm. Gvmt Total

Revenue ~ ' : ' ' ' S ’
Services $ 41,323 % 22108 $ 63420 § 20648  $ 13,946 $ 34,594
Systems 6,670 22,563 20,233 12,431 20,111 32,542
Total revenue 47,993 44,669 92,662 33,079 34,057 67,136
Direct costs of revenue - ¢ - o ' T e T T T T
Directcostofservices . ... . .. ... 20470 15416 . 358868 . 8376 . 10444 18820
Direct cost of systems T 3,448 20,140 23,588 2443 16,823 - 18,266
Total direct costs 23,918 35,556 58,474 10,819 26,267 37,086
Services gross profit . .20,853 6,890 . 275643 | 12272 3,502 15,774
Systems gross profit 3,222 2,423 5645 - 9,988 © 4,288 14,276
Total gross profit § 24075 $ 9113 $ 33,188 $ 22280 $ 7,790 $ 30,050

Six Months Ended June 30,

2010 2009
Comm, Gvimt Total Comin. Gvmit Total
Revenus P o 3 S
Services . ... .. .. ... ...%$ 80801 $ 42672 $ 123273 % 38455 % 26763 $ 465218
Systems 15,315 44,891 60,306 © 20,194 £2,225 74,419
Total revenue 95,816 87,663 183,679 58,649 78,988 137,637
Direct costs of revenue = B ' o '
Direct cost of services ' 30,734 30,484 70,218 16,567 20,622 37,189
Direct cost of systems 6,889 39,735 46,624 4,33 40,823 45,154
Total dlrect costs 46,623 70,219 116,842 20,898 61,445 82,343
Services gross profit .. .40,867 12,188 .. 53,066 21,888 . 8,141 28,029
Systams gross profit - e B 426 5,256 13,682 15,863 11,402 27,265
Total gross profit $ 49,293 % 17444 § 66,737 $ 37,751 $ 17543 $ 55294
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Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009

Total segment gross profit S e el 8 30,050 ' 66,737 % 55,204

Research and development expense o ] (6,571) _  {4,915) {16,089) 9,789

Sales’and marketing expense o 967y (4,172 11,946; 8,163

General and administrative expense . (6.802) (8,398 18,264 (15,290

Depreciation and amortization of property and equipment - (2,257} ~ (1,434} (4,233 (2.888

Amortization of acquired intangible assets A1.171 {122 . (2,343 {159
Interest expense 2,237 225 4,589 (413;

Amortization debt discount and debt issuance expenses {216 (63 (376 (58

Other Income, nat 485 105 985 284

Income before Income taxes. . ... .. . .. . . . 5,462 10,836 10,882 18,818
Proviston for Income taxes (2,367) {4,230} 2,777) {7,345)

Net income $ 3,005 $ 6,608 $ 8,105 $ 11,473

7. Inventory
Inventory consisted of the following:
June 30, Dec. 31,
2018 2009

Component parts $ 2074 ¢ 5858

Finished goods 1,650 3,673
Total inventory at period end % 3,724 % 9,331
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8. Acqulred Intangible Assets and Caplitalized Software Development Coslis

Our acquired intangible assefs and capitalized software development costs of our continuing operations consisted of
the following:

June 30, 2010 December 31, 2009
Gross Gross
Carrying  Accumulated Carrying  Accumulated
Amount Amortization Net Amount Amortization Net
Acquired intangible asséts: ST s ' ' '
Lustomer iists and other $ 12,951 % 2040 $§ 10911 % 13,735 $ 4,151 $ 12,584
Customer relationships 20,138 1473 18,665 20,402 113 20,289
Trademarks and patents 1,364 355 1,009 1,364 . 262 1,102
Software developmentcosts, - 0 LT : . : ST
fncluding acquired technology - 55,161 14,648 40,613 55,325 9,941 45,384
Total acquired intangible
assets and software dev,
costs $ 89614 S 18416 % 71,198 § 90,828 $ 11467 $ 79,359
Estimated future amortization expense: B
Six Months ending December 31, 2010 $ 7,013
Year ending December 31, 2011 $ 13,772
Year ending December 31, 2012 $ 13,608
Year ending December 31, 2013 $ 13,557
Year ending December 31, 2014 $ 11.855
Thereafter e $ 11,393
3 71,198

For the three-month and six-months ended June 30, 2010, we capitalized $1,352 and $2,172, respectively, of
software development costs of continuing operations for certain software projacts after the point of technological feasibility
had been reached but before the preducts were available for general release. Accordingly, these costs have been
capitalized and are being amortized over their estimated useful lives beginning when the producis are available for general
release. The capitalized costs relate to our location-based software. We believe that these capilalized costs will be
recoverable from future gross profits generated by these products, For the three- and six-months ended June 30, 2009 we
capitalized $492 and $636 of software development costs.

Prefiminary gross carrying amounts have been adjusted during the six~months ended June 30, 2010 as a result of
information not initially avaitable. Prior to the end of the measurement period for the finalized purchase price allocation,
which is 12 months frem the acquisition dates, if information becomes available which would indicate adjustments are
required to the purchase price these adjustments will be included in the purchase price allocation retrospectively.

We routinely update our estimates of the recoverability of the software products that have been capitalized.
Management uses these estimates as the basis for evaluating the carrying values and remaining useful lives of the
respective assets,
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9. Concenirations of Gredit Risk and Mafor Customers

Financial Instruments that potentially subject us to significant concentrations of credit risk consist primarily of accounts
receivable and unbilled receivables. Accounts receivable are generatly due within thirty days and no collateral Is required.,
We maintain allowances for potential credit losses and historically such losses have been within our expectations.

The following tables summarize revenue and accounts receivable concentrations from our significant customers:

% of Total
% of Total Revenue For Revenue For
the Three the Six
Months Ended Months Ended
June 30, June 30,
Customer Segment 2010 2009 2010 2009
Federal Agencies Gaovernment 36% 35% 36% 42%
Customer A Commarcial 28% 28% 29% 24%

As of June 30, 2010

Accounts Unbilled
Customer Segment Receivable Receivables
U.S. Government Government 27% 49%
Customer A Commerciak 30% 34%

10. Lines of Credit

We have maintalned a line of credit arrangement with our principal bank since 2003. On December 31, 2009, we
amended our June 2009 Third Amended and Restated Loan Agreement with our princlpal bank. The amended agreement
increased the line of credit to a $35,000 revolving line of credit {the “Line of Credit,”} from the June 2008 amount of
$30,000. Our 2008 line of credit replaces the Company's 2007 revolving line of credit avaitability of $22,000 with the bank.
The Line of Credit maturity date is June 25, 2012,

The Line of Cradit inchides three sub-facifities: {i) a letter of credit sub-facility pursuant to which the bank may issue
letters of credit, (i} a forelgn exchange sub-facility pursuant to which the Company may purchase foreign currency from the
bank, and (i) a cash management sub—facility pursuant to which the bank may provide cash management services {which
may include, among others, merchant services, direct deposit of payroll, business credit cards and check cashing services}
and in connection therewith make loans and extend credit to the Company. The principal amount culstanding under the
Line of Credit accrues interest at a floating per annum rate squal to the rate which Is the greater of (i} 4% per annum, or
(i) the banic's most recently announced “prime rate,” even if it s not the bank's lowest prime rate. The principal amount
outstanding under the Line of Credit is payable either prior to or on the maturily date and interest on the Line of Credit is
payable monthly. Our potentiat borrowings under the Line of Credit are reduced by the amounts of cash management
services sublimit which totaled $1,525 at June 30, 2010. As of June 30, 2010 and 2008, there were no borrowings on the
line of credit and we had approximately $33,500 and $28,000, respectively, of unused borrowing availability under this line.
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1. Long-term Debt
Long-term debt conslisted of the following:

June 30, Dec, 31,
2010 2009
4.5% Convertible noles dated November 16,2008 N U e 108,500 T S 103,500
6.0% Promissory note payable to NIM seliers dated December 18, 2009 . . 40,000 40,000
4.5% Note payable to commercial banks dated December 31, 2009 T 26,667 36,000
Total long-term debt . o AT067 173,500
Less: current portfon : (41,667) {36,667}
Non-current portion of long-term debt $ 128,500 $ 136,833
Aggregate maturities of long—term debt at June 30, 2010 are as follows:
2610 P T e e e 3 33333
2011 . . . ST o B e 16,667
2013 . o _ . o e ... . Bg67
2014 R o 106,833
Total Jong-term debt $ 170,167

During 2009, the Company entered into multiple financing agreements to fund corporate initiatives.

On November 10, 2000, the Company sold $103.5 millien aggregate principat amount of 4.5% Convertible Senior
Notes {the “Notes™} due 2014. The Notes are not registered and were offered under Rule 144A of the Securities Act of
1933, as amended. Concurrent with the issuance of the Nofes, we entered into convertible note hedge fransactions and
warrant transactions, also detailed below, that are expected to reduce the potential difution associated with the conversion
of the Notes, Holders may convert the Notes at their option an any day prior to the close of business on the second

“scheduled trading day” (as defined in the Indenture) immediately preceding November 1, 2014, The conversion rate will
Initially be 96.637 shares of Class A common stock per $1,000 principal amount of Notes, equivalent to an initial conversion
price of approximately $10.35 per share of Class A common stock. The effect of the convertible note hedge and warrant
transactions, described below, is an increase in the effective conversion premium of the Notes to 66% above the
November 10th closing prics, to $12.74 per share.

The convertible note hedge transactions cover, subject to adjustments, 10,001,303 shares of Class A common stock.
Also, in connection with the sale of the Notes, the Company entered into separate warrant transactions with certain
counterpartiss (collactively, the "Warrant Dealers”). The Company sold to the Warrant Dealers the warrants to purchase in
the aggregate 10,001,303 shares of Class A commen stock, subject to adjustments, at an exercise price of $12.74 per
share of Class A common stock. The Company offered and sold the warrants to the Warrant Dealers in reliance on the
exemption from registration provided by Section 4{2) of the Securities Act of 1933, as amended.

The convertible note hedge and the warrant fransactions are separate transactions, each entered into by the Company
with the counterpariies, which are nat part of the terms of the Notes and wilt nof affect the holders’ rights under the Notes.
The cost of the convertible note hedge transactions to the Company was approximately $23.8 million, and has been
accounted for as an equity transaction in accordance with
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ASC 815-40, Contracts in Entify's own Equity. The Company received proceeds of approximately $13 million related to the
sale of the warrants, which has also been classified as equity as ths warrants meet the classification criteria under

ASC 815-40-25, in which the warrants and the convertlble note hedge transactions require seitlements In shares and
praovide the Company with the choice of a net cash or common sharas settlement. As the convertible note hedge and
warrants are indexed to our common stock, we recognized them in Additional paid-in capital, and will not recognize
subsequent changes in fair value as Jong as the instruments remain classified as equily.

Interest on the Notes is payable semiannually on November 1 and May 1 of each year, beginning May 1, 2610, The
notes will mature and convert on November 1, 2014, unless previously converted In accordance wilh their terms. The notes
will be TCS's senior unsecured obligations and will rank equally with all of its present and future senior unsecured debt and
senior to any future subordinated debt. The notes will be structurally subordinate to all present and future debt and other
abligations of TCS's subsidiaries and will be effectively subordinate to all of TCS’s present and future secured debt to the
extent of the collateral securing that debt. The notes are not redeemable by TCS prior to the maturity date,

On Dacember 15, 2009, the Company issuad $40 million in promissaory notes as part of the consideration pald for the
acquisition of NIM, see Note 2 for a description of the terms of these notes.

On December 31, 2009, we refinanced our June 2009 commercial bank term lean agreemeant with a $40 million five
year term loan (the “Term Loan"} that repfaces the Company's $20 milllon prior term loan. The company drew $30 million of
the term funds avaflable with a maturity date in June 2014, and the remalining $10 milllon Is avaltable to draw no later than
September 2010, The principal amount outstanding under the Term Loan accrues interest at a floating per annum rate
equal to the rate which is the greater of (i) 4% per annum, or (il? 0.5% above the banks prime rate (3.25% at June 30,
2010). The principal amount outstanding under the Term Loan is payable in sixty equal instaliments of principal of $556
beginning on January 29, 2010 and interest is payable on a monthly basis. Funds from the increase In the amount of the
Term Loan were used primarily to retire the June 2008 term loan. In June 2009, we financed a $20,000, five year term lcan
with interest calculated at a floating per annum rate equal to the rate which Is the greater of (i} 4% per annum, or {il) 0.5%
above the banks prime rate, which was repayable in monthly installments of $333 plus interest. The additional funds
provided in our June 2009 agreement were used primarlly to retire our June 2007 five year bank term loan and for the
acquisition of substantialiy of the assets of LocationLogic, i

Qur bank Loan Agreemeant contains customary representations and warranties and customary events of default,
Avallability under the Line of Creditis subjeet to certain conditions, including the continued accuracy of the Company's
representations and warranties. The Loan Agreement also contains subjective covenants that require (i} no material
impairment in the perfection or priority of the bank’s lien in the collateral of the Loan Agreement, ?ii) no material adverse
change in the business, operations, or condition {financlal or otherwise} of the Borrowers, or {iifj no matertal impairment of
the prospect of repayment of any portion of the borrowings under the Loan Agreement. The Loan Agreement also contains
covenanis requiring the Company to maintain a minimum adjusted quick ratio and a fixed charge coverags ratio as well as
other restrictive covenants including, among others, restrictions on the Company's ability to dispose part of its business or
property; to change its business, liquidate or enter into certain extraordinary transactions; to merge, consolidate or acquire
stock or property of another entity; to incur indebtedness; to eancumber its property; to pay dividends or other distributions or
enter into material transactions with an affiliate. As of June 30, 2010, we were in compliance with the covenants related to
the Loan Agreement and we belleve that we will continue to comply with these covenants In the foreseeable fulure. If our
performance does not result in compliance with any of these restrictive covenants, we would seek to further modify our
financing arrangements, but there can be no assurance
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that the bank would not exercise its rights and remedies undar the Loan Agreement, including declaring all outstanding
debt due and payable.

12. Capital leases

We lease certain equipment under ¢apital leases, Property and equipment acquired under capital leases totaled
$3,068 and $5,706 during the three— and six-months ended June 30, 2010, respectively, We acquired $2,530 and $4,579
of property under capital leases during the three— and six-months ended June 30, 2009, respectively. Capital leases are
collateralized by the leased assets. Amoriization of leased assets is included in depreciation and amortization expense.

Future minimum payments under capital lease obligations consisted of the following at June 30, 2010:

2010 ST e ©$ 5009
2011 L . . . L . o o 4,784
2012 3,441
2013 1,668
Total minimum lease payments -~ 0T L T L P X1 )
Less: amounts representing interest {1,623}
Prasent value of net minimum leases payments {including current portion of $4,278) : % 13,369

13. Income faxes

Our provision for iIncome taxes totaled $2,367 and $2,777 for the three and six-months ended June 30, 2019,
respectively, as compared to $4,230 and $7,345 being recorded for the three- and six-months ended June 30, 2008. The
expense recorded for the six-month period ended June 30, 2010 is comprised of current year tax expense of $4,528
recorded based on pretax Income Elus a discrete tax benefit of $1,751 recorded related to Research & Experimentation tax
credits, Excluding discrete itoms, the effeclive tax rate was approximately 43% for the three-months ended June 30, 20140
and approximately 42% for the six-months ended June 30, 2010. The effective {ax rale was approximately 39% for both
the three— and six-months ended June 30, 2008.

The significant changes to unrecognized tax benefits during the three- and six-months ended June 36, 2010 apply to
the reduction for Research & Experimentation tax credits as a result of the Company completing an in depth analysis during
first quarter. We do not anticipate a significant change to the total amount of unrecognized tax benefits within the next
twelve months.

14, Commitments and Confingencies

The Company has been notified that some customers will or may seek indemnification under lts contractual
arrangements with those customers for costs associated with defending lawsuits alleging infringement of certain patents
through the use of our products and services in combination with the use of products and services of multipte other
vendors. In some cases we have agreed o assume the defense of the case. In others, the Company will continue to
negotiate with these customers in good faith because the Company believes its technology does not infringe on the cited
patents and due to speciiic clauses within the customer contractual arrangements that may or may not give rise to an
indemnification obligation. The Company cannof currently predict the outcome of these matters and the resolutions could
have a material effect on cur consolidated results of operations, financial position or cash flows.
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in November 2001, a shareholder class action lawsuit was filed against us, certain of our current officers and a
director, and several investment banks that were the underwriters of our Initial public offaring (the "Underwriters™):
Highstein v. TeleCommunication Systems, Inc., et al,, United States District Court for the Southern District of New York,
Civil Action No. 01-CV-9500. The plaintiffs seek an unspeclified amount of damages. The lawsult purports to be a class
action suit filed on behalf of purchasers of our Class A Common Stock during the period August 8, 2000 through
December 6, 2000. The plaintiffs allege that the Underwriters agreed to allocate our Class A Commen Stock offered for
sale in our initial public offering to certain purchasers In exchange for excessive and undisclosed commissions and
agreements by those purchasers to make additional purchases of our Class A Common Stock in the aftermarket at
pre—determined prices. The plaintiffs allege that all of the delendants viclated Sections 11, 12 and 15 of the Securilies Act,
and that the underwriters viotated Section 10{b} of the Exchange Act, and Rule 10b—5 promulgated thereunder. The claims
against us of violation of Rule 10b-5 have been dismissed with the plaintiffs having the right to re~plead. On February 15,
2005, the District Court issued an Order preliminarily approving a setliement agreement among class plaintiffs, all issuer
defendanis and their insurers, provided that the parties agree to a modification narrowing the scope of the bar order sst
forth in the settlement agreement, The parties agreed to 3 medification narrowing the scope of the bar order, and on
August 31, 2005, the court issued an order prefiminarily approving the setttement. On December 5, 20086, the United States
Court of Appeals for the Second Circuit overturned the District Court's cerlification of the class of plaintiffs who are pursuing
the claims that would be settled in the settlement agalnst the underwriter defendants. Plaintiffs filed a Petition for Rehearing
and Rehearing En Banc with the Second Circutt on January 5, 2007 in response to the Second Clrcuit's decision. On
April 8, 2007, the Second Circuit denied plaintiffs’ rehearing pefition, but clarified that the plaintiffs may seek to certify a
more limited class in the District Court. On June 25, 2007, the District Court signed an Order terminating the setliement. On
November 13, 2007, the issuer defendants in certain designated “focus cases” filed a motion to dismiss the second
congsolidated amended class action complaints that were filed in those cases. On March 26, 2008, the District Court issued
an Opinion and Order denying, In large part, the motions to dismiss the amended complaints in the "focus cases.” On
April 2, 2009, the plaintiffs filed a motion for preliminary approval of a rew proposed settlement between plaintiffs, the
underwriter defendants, the Issuer defendants and the Insurers for the Issuer defendants. On June 10, 2009, the Court
issued an opinlon preliminarily approving the proposed settfement, and scheduling a settlement fairness hearing for
September 10, 2009. On August 25, 2009, the plaintiffs fited a motion for final approval of the proposed settlement,
approval of the plan of distribution of the settlement fund, and certification of the settlement classes. A seftltement fairmess
hearing was held on September 10, 2008. On October 5, 2008, the Court issued an opinion granting plaintiffs’ mation for
final approval of the setttement, approval of the plan of distribution of the settlement fund, and ceitification of the settlement
classes. We intend to continue to defend the lawsuit until the matter Is resolved. We have purchased a Directors and
Officers insurance policy which we belleve should cover any potential liability that may result from these laddering class
actlon etaims, but can provide no assurance that any or all of the costs of the litigation will ultimately be covered by the
insurance. No reserve has been created for this matter. More than 300 other companies have been named in nearly
identical lawsuits that have been filed by some of the same law firms that represent the plainiiffs in the lawsuit against us.

Other than the items discussed immediately above, we are not currently subject {0 any other material fegal
proceedings. However, we may from lime to time become a party to varlous legal proceedings arising In the ordinary
course of our buslness.
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ltem 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of the financiat condition and results of operations should be read in conjunction
with the consolidated financial statements, related notes, and other detailed information included elsewhere in this
Quarterty Report on Form 10-Q for the quarter ended June 30, 2010 {this “Form 10-Q"). This Form 10-Q contains certain
foerward-tooking statements within the meaning of Section 27A of the Securities Act of 1833, as amended, and Section 21E
of the Securifies Exchange Act of 1934, as amended. Forward—-looking statements are statements other than historical
infarmation or statements of current condition. We generally identify forward-fooking statements by the use of terms such
as “believe”, “intend”, “expect’, “may”, “should”, “plan”, “project’, "contemplate”, “anticipate”, or other similar statements.
Examples of forward looking statements In this Quarterly Report on Form 18-Q include, but are not limited to statements:
{a) regarding our belief that our technology does not infringe the patents related to customer indemnification requests and
our estimates of the indemnification requests sffects on our results of operations; (b} regarding our expectations with regard
to the notes hedge transactions; (¢) that we believe we have sufficient capital resources to fund our operations for the next
twelve months and that we currently plan to setlle the December 2010 dabt obligation with cash; (d} as to the sufficiency of
our capital resources to meet our anticipated working capital and capital expenditures for at least the next twelve months,
{e) that we expect to realize approximately $201.7 million of backlog in the next twelve months, (f) that we believe that
capitalized software development costs will be recoverable from future gross profits {g) regarding our belief that we were in
compliance with our loan covenants and that we believe that we will continue to comply with these covenants, (h) regarding
our expectations with regard to income tax assumptions and assumptions related to future stock compensation expenses,
(?) regarding our expectations related fo allowances for potential credit losses, and {) indicating our insurance policies
should cover all of the costs of the claims in the IPO laddering class action lawsuit.

These forward-locking statements relate ta our plans, objectives and expectations for future operations. We base
these statements on our beliefs as well as assumptions made using Information currently avallable to us. In light of the risks
and uncertainties inherent in all such projacied operational matters, the inclusion of forward-locking statements in this
report should not be regarded as a representation by us or any other person that ocur objectives or plans wilt be achleved or
that any of our operating expectations will be reallzed. Revenues, results of operations, and other matters are difficult to
forecast and our actual financial resulis realized could differ materially from the statements made herein, as a result of the
risks and uncertainties described in our filings with the Securitles and Exchange Commission. These include without
limitation risks and uncertainties relating to our financial results and our ability te (i} continue to rely on our customers and
other third parties to provide additional products and services that create a demand for our products and services,

(i1} conduct our business in foreign countries, (fii} adapt and integrate new technologles Into our products, (iv) develop
software without any errors or defects, (v} protect our Intellectual property rights, (vi) Implement our business strategy,

{vii) realize backlog, {viii} compete with small business competitors, {ix) effectively manage our counterparty risks,

{x} achieve continued revenue growth in the foreseeable future In cartain of cur business lines, (xi} have sufficient capital
resources to fund the Company's operations, and {xif} successfully integrate the assets and personnel obtalned in our
acquisitions. These factors should not be considered exhaustive; we undertake no obligation to release publicly the resulls
of any future revisions we may make to forward—fooking statements to reflect events or circumstances after the date hereof
or o reffect the occurrence of unanticipated events. We caution you not to put undue reliance on these forward-looking
statements.

The information in this “ltem 2. Management’s Discussion and Analysis of Financial Condition and Results of
Operations” discusses our unaudited consolidated financial statements, which have been prepared in accordance with
GAAP for interim financial information.
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Critical Accounting Policies and Estimates

Management's Discussion and Analysis of Financial Condition and Results of Operations addresses our consolidated
financial statements, which have been prepared in accordance with U.S. generally accepted accounting principles for
interim financial information. The preparation of these financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabifities at the date of the financial statements and the
reported amounts of revenues and expenses during the reperting period. On an on-going basis, management evaluates Ifs
estimates and judgments. Management bases its estimates and Judgments on histerical experience and on various other
factors that are belleved to be reascnable under the circumstances, the results of which form the basis for making
judgments about the carrying value of assets and liabilities that are not readily apparent from other sources. Actual results
may differ from these estimates under different assumptions or conditions, We have identified our most ¢ritical accounting
policies and sstimalas {0 be those related to the following:

- Revenue recoghition,

~ Acquired intangible assets,

- Impairmnent of goodwill,

~ Stock compensation expense,
- Income taxes,

- Business combinations, and

- Legal and other contingencies.

This discussion and analysis should be read In conjunction with our consolidated financial statements and related
notes included in our Annual Report on Form 10-K for the year ended December 31, 2009 (the “2009 Form ‘M}HK"?. See
Note 1 to the unaudited interim consolidated financlal statements included slsewhere In this Form 10-Q for a list of the
standards implemented for the six-menths ended June 30, 2010,

Overview

Qur business is reported using two business segments; (i} the Commercial Segment, which consists principally of
communication technology for wireless networks, principally based on text messaging and location-based services,
including our E9-1-1 application and other apﬁllcations for wireless carriers and Voice Over IP service providers, and
(ti) the Government Segment, which includes the engineering, deployment and field support of information processing and
communication solutions, mainiy satellite~based, and related services to government agencies.

2009 Acquisitions

During 2009, our company completed four acquisitions, the details of which are described in the Business Section and
Financial Statement Footnote 2 of our 2002 Form 10-K.

For the Commercial Segment;

* On May 19, 2009, we acquired substantiatly all of the assets of LocationLogic LLC (“LocationLogic”™), a
provider of infrastructure, applications and services for carriers and enterprises to deploy location—based
services,

+ On December [5, 2009, we acquired Networks In Motion, Inc., (“NIM”} a provider of wireless navigation
solutions for GPS—enabled mobile phones,
For the Government Segment:

* On November 3, 2009, we acquired Solvern Innovations, Inc,, ("Solvern™) a provider of comprehensive
communications products and solutions, training, and technology services for cyber security—based
platforms.
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* On November 16, 2009, we acquired substantiaily all of the assets of Sidereal Solutions, Ine.,
{“Sidereal™), a satellite communications technology engineering, operations and maintenance support
services company.

Operating results of each of these acquisitions are reflected In the Company's consolidated financial statements from
the date of acquisltion.

This “ltem 2. Management's Discussion and Analysls of Financial Condition and Results of Operations” provides
information that our management belleves to be necessary to achieve a clear understanding of our financial statements
and results of operations. You should read this “ltem 2, Management's Discussion and Analysis of Financial Condition and
Resulfs of Operations” together with Item 1A "Risk Factors” and "ltem 7. Management's Discussion and Analysis of
Financlal Condition and Results of Operations” in our 2009 Form 10-K as well as the unaudited interim consolidated
financial staternents and the notes thereto located elsewhere in this Form 10-Q.

Indicators of Qur Financlai and Operating Performance

Our management moniters and analyzes a number of performance indicators in order to manage our business and
evaluate aur financial and operating performance, Those indicators include:

* Revenue and gross profit. ' We derive revenue from the sales of systems and services including recurring
monthly service and subscriber fees, maintenance fees, software licenses and related service fees for the
design, development, and deployment of software and communication systems, and products and services
derived from the delivery of information processing and communication systems to governmental
agencies.

* Gross profit represents revenue minus direct cost of vevenue, including certain non—cash expenses. The
major items comprising our cost of revenue are compensation and benefits, third—party hardware and
software, amortization of software development costs, non—cash stock—based compensation, and overhead
expenses. The cosis of hardware and third—party software are primnarily associated with the delivery of
systems, and fluctuate from period to period as a result of the relative volume, mix of projects, level of
service support required and the complexity of customized products and services delivered. Amortization
of software development costs, including acquired technology, is associated with the recognition of
systems revenue from our Commercial Segment.

* Operating expenses, Our operating expenses are primarity compensation and benefits, professional fees,
facility costs, marketing and sales—related expenses, and travel costs as well as certain non—cash expenses
such as non—cash stock compensation expense, depreciation and amortization of property and equipment,
and amortization of acquired intangible assets.

v Liguidity and cash flows. The primary driver of our cash flows is the results of our operations. Other
important sources of our liquidity are our convertible debt agreement, financial institution loan agreement,
lease financings secured for the purchase of equipment and potential borrowings under our credit lines.

* Balance sheet. We view cash, working capital, and accounts receivable balances and days revenues
outstanding as important indicators of our financial health,

Results of Operations

The comparabllity of our operating results in the threa— and six—-month period ended June 30, 2010 fo the three— and
six-month period ended June 30, 2009 is affected by our 2009 acquisitions, three of the four acquisitions occurred In the
fourth quarter of 2009, so there was no impact on the revenue and costs and expense total in the first six-months of 2009,
Qur acquisitions did not result in the entry into a new line of business or product category; they added products and
services with substantially similar features and functionality to our incumbent business. Where variances in our results of
operations for the first six—
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months of 2010 compared to the first six-months of 2008 were clearly related to the acquisitions, such as revenue and
increases in amortization of intangibles, we describe the effects. Operation of the acquired businesses has been fully
integrated into our existing operations.

Revenue and Cost of Revenue

The following discussion addresses the revenue, direct cost of revenue, and gross profit for our two business
segments.

Commercial Segment:
Three Months Six Months
Ended June 30, 2010 vs, 2009 Ended June 30, 2040 vs. 2009
(5
n
milllons}) 2010 2009 $ % 2010 2009 $ %
Services reventite $ 413 $ 207 S 2086 100% $ 808 $ 385 0§ 421 109%
Systems revenue 8.7 124 {5.7) (46)% 16.3 20.2 {4.9) (24)Y%
revenua LRl AB0 0 U381 14.9 45% o859 'BBY - 372 T 63%
Direct cost of services
revenue S ..204 84 12.0 143% . . 397 . 166 231 . 139%
Direct costof systerms =/ ool ' : L S Tt n
revenue 35 2.4 1.1 46% 6.9 4.3 28 60%
Commercial segment
cost of revenue 23.9 10.8 13.1 121% 46.6 20.9 257 123%
Servicas gross profit - 209 0 123 0 88 T0% 0 408 219 190 0 8T%
% of revenue 51% 59% 51% 57%
Systems gross profit 3.2 10.0 (8.8) 88)% 84 15.9 (7.5) 47)%
% of revenue 48% 81% . .. 55% . T9% o
Commercial segment gross L : : ; )
profit(t $ 2441 $ 223 $ 18 8% § 493 $ 378 $ 115 30%
% of revenue 50% 67% 51% 64%

t See discussion of segment reporting in Nofe 6 to the accompanying unaudited consolidated financial statements
Commercial Services Revenue, Cost of Revenue, and Gross Profit;

Commerclal services revenue increased by approximately 100% for both the three—~ and six~-months ended June 30,
2010 versus the comparable periods of 2009.

Services revenue includes hosted wireless Location Based Service {LBS) applications including turn-by-tarn
navigation, people-finder, asset tracker and £9-1-1 service for wireless and E9-1-1 for Voice over Internet Protocol
{VolP} service providers, and hosted wireless LBS infrastructure Including Position Determining Entity (PDE) service. This
revenue primarily consists of monthly recurring service fees recognized in the month earned. Subscriber service revenue is
generated by client software applications for wireless subscribers, generally on a per-subsctiber per month basis. E9-1-1,
PDE, VoIP and hosted LBS service fees are priced based on units served during the period, such as the numbear of
customer cell sites, the number of connections to Public Service Answering Points (PSAPS?, or the number of customer
subscribers. Maintenance fees on our systems and software licenses are usually collacted in advance and recognized
ratably over the contractual maintenance period. Unrecognized maintenance fees are Included in deferred revenue.
?uséo? software development, implementation and maintenance services may be provided under time and materials or
ixed-fee conlracts,

Commercial services revenue In the three- and six-months ended June 38, 2010 was $20.6 million and $42.1 million
higher, respectively, than the same pericds for 2008 from increased subscriber revenue for LBS applications, more service
connection deployments of our E9-1-1 services for celtular and VolP service providers, and an Increase in software
maintenance revenue. The NIM and LocationLogic
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acquisitions contributed additional subscriber applications revenue during the three— and six-months ended June 30, 2010,

The direct cost of commercial services revenue consists primarily of compensation and benefits, network access, data
feed and circult costs, and equipment and software maintenance. The direct costs of maintenance revenue consist
primarily of compensation and benefits expense. For the three- and six-months ended June 30, 2010, the direct cost of
services revenue was $12.0 million and $23.1 million higher, respectively, than the three- and six-months ended June 30,
2008 primarily due to increase in labor and other direct costs related to the addition of NIM and Locationbogic businesses,
We also incutred an increase In Jabor and direct costs related to custem development efforts responding fo customer
requests and deployment requirements for E9—-1-1 VolIP.

Commercial services gross profit was $20.9 million and $12.3 million for the three—months ended June 30, 2010 and
2009, respectively, based on higher revenue, Commercial services gross profit was $40.9 million for the six~months ended
June 30, 2010 compared to $21.9 million for the same period in 2009. Commercial services gross profit for the three—- and
six-months ended June 30, 2010 was approximately 70% and 87% higher than the three— and six-months ended June 30,
2009, primarily due to the contributions of the LocationLogic and NIM acquisitions. The inclusion of this subscriber
application revenue in the 2010 mix brought the gross profit as a percentage of revenue from 58% to 51% in the
three-months ended June 30, 2010 and from 57% to 51% in the six-months ended June 30, 2010.

Commoercial Systems Revenue, Cost of Revenus, and Gross Profit:

We sell communications systems to wireless carriers Incorporating our licensed software for enhanced services,
including text messaging and location-based services. These systems are designed to incorporate our Hcensed software.
We design our software to ensure that it is compliant with all applicable standards. Licensing fees for our carrier software
are generally a function of its volume of usage in our customers' networks. As a carrler’s subscriber base or usage
increases, the carrler must purchase addltional capacity under its license agreement and we receive additional revenue.
We also realize license revenue from patents.

Commercial systems revenue for the three— and six—months ended June 30, 2010 was 46% and 24%, respectively,
lower than In the comparable periods of 2009, due malnly to lower revenue from high-margin messaging systems, which
was partly offset by increased revenue from location-based infrastructure systems.

The direct cost of our commercial systems consists primarily of compensation and benefits, purchased equipment,
third—party hardware and software, fravel expenses, consulting fees as well as the amortization of both acquired and
capitalized software development costs for all reportad perlods. During the three- and six-months ended June 30, 2010,
direct costs of systems Included $2.3 million and $4.6 million, respactively, of amortization of soflware development costs,
In the three- and six-months ended June 30, 2009, the composition of the direct cost of our systems was about the same
except for $0.8 million and $1.3 miflion, respectively, of amortization of software development costs. The increase of 46%
and 60% in the direct cosis of systems in the threa- and six~-months ended June 30, 2010, respectively, compared to the
sama periods in 2009, reflects an increase in labor and direct costs related to custom development efforts responding to
customer requests and deployment requirements for location-based systems,

Qur commercial systams gross profit was $3.2 million and $8.4 million In the three— and six-months ended June 30,
2010, respectively, versus $10.0 milllon and $15.8 in the comparable periods of 2009. Commercial systems gross profit
decreased approximately 68% and 47% for the three— and six~months ended June 30, 2010 compared fo the same
periods in 2009, down due to less higher-margin license software capacily sales offset partially by higher location systems
revenue,
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Government Segment;

Three Months Six Months
Ended June 30, 2010 vs. 2009 Ended June 30, 2010 vs. 2009
§$
n
millions) 2010 2009 $ % 2010 2009 $ %
Services revenue BATNE e 4T 8 82 T E9% TS 42T T § 287 S 180 T B0%
Systems revenue 2286 20.1 25 12% 45,0 52,2 (7.2} (14)%
. Government segment B R R Sl A ORI
C U revenue : Y- 7% 10.7 3% 87T 78.9 8.8 “11%
Direct cost of services
revenue 154 404 ... .50 48% 305, 208 .99 48%
Diract cost of systems I ST e :
revents ' 20.2 58 - 44 28% 39.7 ~40.8 {1.1) (3%
Government segment
cost of revenue 35.6 26.2 8.4 36% 70.2 61.4 8.8 14%
Services gross profit 8.7 <85 sz 1% 122 U B 1D0%
% of revenue L. 30% 2% L L 29% . 23% : _ .
Systems gross profit g g 43 {1.9) {44Y% B3 14 5.1} (54)%
% of revenue 11% L 21% . . - 12% . . .22% . .
Government segment = L s : R T .
chgrossprofit tooo s 8t U8 1.3 7% 47.6 178 — —
% of revenue 20% 23% 20% 22%

1 See discussion of segment reporting in Note 6 to the accompanying unaudited consolidated financial statements
Government Services Revenue, Cost of Revenue, and Gross Profit:

Government services revenue primarily consists of professional communications englneering and field support,
program management, help desk outsource, nebwork design and management for government agencies, as well as
operation of teleport {fixed satellite ground terminal} facilities for data connedctivity via satellite including resale of satelfite
airtime. Systems maintenance fees are usually collected in advance and recognized ratably over the contractual
maintenance periods. Government services revenue increased $8.2 million or 59% and $16.0 million or 60% for the three—
and six-months ended June 30, 2010 compared to the three- and six-months ended June 30, 2009, respectively, as a
result of revenue conlributions from customer retationships asseocfated with the Solvern and Sidereal operations added to
our business during the fourth quarter of 2009, as well as new and expanded-scope contracts for professional services,
sateliite afrtime services using cur teleport facilities, and maintenance and field support. Direct cost of government services
revenue consists of compensation, benefits and travel expenses incurred in delivering these services, as well as satelfite
space segment purchased for resale. These costs increased as a result of the increased volume of services,

Our gross profit from government services increased to $6.7 milllon and $12.2 in the three— and six-months ended
June 30, 20190, respectively, up from $3.5 million and $6.1 million in the three— and six—months ended Juns 30, 2009, as a
result of a higher volume of services, including business arising from the acquisitions of Sidereal and Solvern in November
2009. Government services gross profit was 30% and 25% of revenus for the three—months ended June 30, 2610 and
2009, respectively. Government services gross profit was 29% compared to 23% of revenue for the six-months ended
June 30, 2010 and 2009, respectively, reflecting a more favorable mix of contracts.

Government Systems Revenue, Cost of Revenus, and Gross Profit:

We generate government systems revenue from the design, development, assembly and deployment of information
processing and communlcation systems, primarily deployable satellite~based and line-of-slght communications systems,
and Integration of those systems into customer networks. These '
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are largely variations on our SwiftLink® products, which are lightwelght, secure, deployabla communications systems, sold
mainly to units of the U.S. Departmant of Defense, and other federal agencies.

Government systams sales were $22.6 million and $45.0 million in the three— and six-months ended June, 30 2019,
compared to $20,1 million and $52.2 for the three- and slé(—months ended June 30, 2009. The fluctuations in the periods
reported reflect changes in sales volume of our SwiftLink™ and deployable communication systems due to the timing of
government project funding.

The cost of our government systems revenue cansists of costs related to purchased system components,
compensation, benefits, travel, and the costs of third-party coniractors. These costs have decreased as a direct result of
the decrease in volume. These equipment and third—party costs are variable for our various types of products, and margins
may fluctuate between periods based on pricing and product mixes.

Our government systems gross profit was $2.4 million or 11% of revenue in the three-months ended June 30, 2010,
down from $4.3 million or 21% of revenue in the comparable period of 2009, due mainly to an increase of lower margin
equipment pass—through sales. Our government systems gross profit was $5.3 milllon or 12% of revenue in the six-months
ended June 30, 2010, down from $11.4 million or 22% of revenue In the six-months ended June 30, 2009, due mainly to
an increase in lower margin equipment pass—through safes and fowsr sales volume of our SwiftLink ® product line.

Revenue Backlog
As of June 30, 20110 and 2008, we had unfilled orders or backlog as follows:

{$
in
miliions) 2010 2009 $ %
Commerclatl Segment ' : o $ 2610 0 8 1024 8§ 1588 165%
Government Segment 82.4 62.8 19.6 31%
Total funded contract backlog ' $ 3434 $ 185.2 $ 1782 108%
Commercial Segment . . 8 2610 0 % 1024 $ 1586 155%
Government Segment ' : : k © 3605 ©303.8 487 ©15%
Total backlog of orders and commitments, including customer
options $ 6115 $ 406.2 $§ 205.3 51%
Expected to be feallzed within next 12 months ' ' § 2017 $ 124.2 $ 7756 62%

Funded contract backlog on June 30, 2010 was $343.4 milllon, of which the Company expects o recognize
$201.7 million in the next twelve months. Total backlog was $611.5 million at the end of the first half of 2016, Funded
contract backlog represents contracts for which fiscal year funding has been appropriated by our customers (mainly federal
agencies), and for our hosted services is computed by muitiplying the most recent month's recurring revenue times the
remaining monihs under existing long—{erm agreementis, which we believe is the best available information for anticipating
revenue under those agreements. Total backlog, as is typically measured by government contractors, includes orders
covering oplional periods of service and/or dellverables for which budgetary funding may not yet have been approved.
Company backlog at any given time may be affected by a number of factors, including the availability of funding, contracts
being renewed or new contracts being signed before existing contracts are completed. Some of our backlog could be
canceled for causes such as late delivery, poor performance and other factors. Accordingly, a comparison of backlog from
pertod to period is not necessarily meaningful and may not be indicative of eventual actual revenue,
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Operating Expenses
Research and development expense:

Three Months Six Months
Ended Ended
June 30, 2010 vs, 2009 June 30, 2010 vs. 2009

{$
in
millions) 2010 2009 $ % 2010 2009 $ %
Research and development

expense 568 $49 $1.7 3B%  § 154 $98 $53 54%

% of total revenue T% 7% 8% 7%

Qur research and development expense consists primarily of compensation, benefits, travel costs, and a proportionate
share of facllities and corporate overhead. The costs of developing software preducts are expensed prior to establishing
technological feasibility, Technological feasibility is established for our software products when a detailed program design is
completed. We incur research and development costs to enhance existing packaged software products as welt as to create
new software products, including software hasted In our network operations centers. These costs primarily Include
compensation and benefits as well as costs associated with using third-parly laboratory and testing resources. We
expense such costs as they are Incurred, unfess technological feasibility has been reached and we helieve that the
capitalized costs will be recoverable, in which we capitalize and amortize over the product's expected life.

The expenses we incur relate mainly to software applications which are being marketed to new and existing customers
on a global basis. Throughout the three— and six-months ended June 30, 2010 and 2008, research and development was
primarily focused on wireless locaticn—based subscriber and carrier applications, including navigation, people-locator,
callular E9—-1-1 and Voice over IP E9—1-1, enhancemsnts to our hosted LBS platform for carrier infrastructure, and
enhancements to our text messaging deliverables.

For the three- and six—months ended June 30, 2010, we capitalized $1.4 million and $2.2 million, respectively, of
research and development costs for certain software proijects In accordance with the above policy versus $0.5 miflion and
$0.6 for the comparable periods in 2009. Thase costs will be amortized on a product-by-product basis using the
straight-line method over the product’s estimated useful life, not fonger than three years. Amortization is also computed
using the ratio that current revenue for the product bears to the tetal of current and anticipated future revenue for that
product (the revenue curve method). if this revenue curve method results in amortization greater than the amount
computed using the straight-line method, amortizalion is recorded at that greater amount, We believe that these capitalized
costs will be recoverable from future gross profits generated by these products.

Research and development expenses Increased 35% and 54% for the three— and six—-months ended June 30, 2010
versus the comparable period of 2009 primarily as a resulf of expenditures to improve location based application software
for customers of the acquired NIM and Locationlogic businesses.

Sales and markeling expense:

Three Months Six Months
Ended Ended

June 30, 2010 vs. 2009 June 30, 2010 vs. 2009
{$
in
miilions) 2010 2009 $ % 2010 2009 $ %
Sales and marketing expense $6.0 $4.2 $18 43% $11.9 $8.2 $37 45%

% of total revenue 8% 6% 6% 6%

Our sales and marketing expenses include fixed and variable compensation and benefits, trade show expenses, travel
costs, advertising and public relations costs as well as a proportionate share of facility-related costs which are expensed
as incurred. Our marketing efforts also include speaking engagements and attending and sponsoring industry conferences.
We sell our software products and services through our direct sales force and through indirect channels. We have also
hisirci)ricaily leveraged our refationship with original equipment manufacturers to market our software products to wireless
cariier custemers.
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We sell our products and services to agencies and depariments of the U.S. Government primarily through direct sales
professionals.

Sales and marketing expenses increased $1.8 million and $3.7 for the three~ and six~months ended June 30, 20190
versus the comparable periods of 2009 due to increases in sales personnel, public relations fees, and variable
compensation resulling mainly in support of the expansion enhanced by 2008 acquisitions.

General and administrative expense:

Three Months Six Months
Ended Ended
June 30, 2010 vs. 2009 June 30, 2010 vs. 2009

§$

n

miilions} 2010 2009 $ % 2010 2009 $ %
General and administrative

expense $9 $1.4 17%  $18.3 $ 15.3 $ 3.0 20%

8 $84
% of total revenue 1% 13% 10% 11%

General and administrative expense consists primarily of management, finance, legal, human resources and internal
information systems functions. These costs include compensation, benefils, professional fees, travel, and a proportionate
share of rent, utilities and other facilities costs which are expensed as incurred.

The $1.4 million and $3.0 million increase in General and Administrative expense for the three— and six-months
ended June 30, 2010 compared to the same periods in 2009 was due primarlly to the increased costs to support the
operations we acquired during 2009, as well as investments for process control enhancement and legal and professional
costs associated with inteflectual property.

Depreciation and amortization of property and equipment:

Three Months Six Months
Ended Ended
June 30, 2010 vs. 2009 June 30, 2010 vs, 2009
§$
n
miillons) 2010 2009 ) % 2010 2009 $ %

Depreciation and amortization of

property and eguipment $ 23 $ 1.4 $049 64% % 4.2 $ 29 $13 45%
Average gross cost of property ‘

and equipment during the

perlod $788 $ 575 $ 75.1 $ 56.2

Depreclation and amortization of property and equipment represents the period costs associated with our investment
in Information technology and telecommunications equipment, software, furniture and fixtures, and leasehold
improvements. We compute depreciation and amortization using the straight-line method over the estimated useful lives of
the assets, generally range from 5 years for furniture, fixtures, and leasehold improvements to three to four years for most
other types of assets including computers, software, telephone squipment and vehicles.,

In the three— and six--months ended June 30, 2018, our depreciable asset base increased primarily as a result of
additions to property and equipment including purchases of about $16.8 million In the first half of 2010.

Amoriization of acquired intangible assefs:

Three Months Six Months
Ended Endad
June 30, 2010 vs. 2009 June 30, 2010 vs. 2009
f$
n
millions) 2010 2009 $ % 2010 2009 $ %

Amortization of acquired intangible
assels 512 $0.1 $ 1.4 1M00% $23 $02 $ 2.1 1050%
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The amortization of acquired non—goodwill intangible assets relates fo the 2009 acquisitions of wireless
location~based application and infrastructure technology assets acquired from LocationLogie, NIM, and the cyber security
assets acquired from Solvern, and the 2004 acquisition of Kivera dightal mapping business assets, These assets are being
amortized over their useful lives of between five and nineteen years. The expense recognized in the three- and six-months
ended June 30, 2010 relates to customer lists, customer relationships, courseware, and patents. The expense recognized
in the three— and six-months ended June 30, 2009 relates to the Intanglble assets, including customer lists and patenis,
assoclated with the 2004 Kivera acquisition and a proportion of the May 19, 2009 LocationLogic acquisition.

interest expense:
Three Months Six Months
Ended Ended
June 30, 2010 vs. 2009 June 39, 2010 vs. 2009
(%
in
mililons) 2010 2009 $ % 2010 2009 $ %
Interest axpense incurred on bank : Ce '
and other notes payable 508 $01 § 08 800% % 19 8§ 02 3 17 850%
Interest expense Incurred on 4.5%
convertible debt financing 1.2 — Y2 0%, . .23 ... — 23 100%
Interest expense incurred on capital Lk : SR T e T o
lease obligations ' 0.2 - 0 0.1 100% —~ 04 0.2 0.2 100%
Amortization of deferred financing
fees 0.2 0.1 0.1 100% 04 0.1 0.3 300%

Totat Interest and financing expense °$ 25 ~$ 0.3 § 2.2 733%  $ 50 $ 05 $ 45  000%

Interest expense Is incurred under bank and other notes payable, convertible debt financing, and capltal lease
obligations. Financing expense reflects amortization of deferred up—front financing expenditures at the time of contracting
for financing arrangements, which are being amortized over the term of the note or the life of the facitity.

On November 16, 2009, the Company issued $103.5 million aggregate principal amount of 4.5% Convertible Senior
Notes due 2014. Interest on the Notes is payable semiannually on November 1 and May 1 of each year, baginning May 1,
2010. The Notes will mature on November %, 2014, unless previously converted In accordance with their terms. The Notes
are TCS's senior unsecured obligations and will rank equally with all of its present and future senlor unsecured debt and
senior to any future subordinated debt, The Notes are structurally subordinate to all present and future debt and other
obligations of TCS's subsidiaries and will be effectively subordinate to all of TCS's present and future secured debt to the
extent of the collateral securing that debt. The Notes are not redeemable by TCS prior to the maturity date.

Interest on the bank term foan is at the bank’s prime rate plus 0.5% per annum with a minimum rate of 4%. Interest on
our capital leases is primarily at stated rates averaging about 7%.We have a commerciat bank line of credit that has not
been used for borrowings, and has therefore generated no interest expense, during the periods reported. Interest on our
line of credit borrowing would be at the bank’s prime rate which was 3.25% per annum as of June 30, 2010 with a minimum
rate of 4%. In June 2008, we entered into the Third Amended and Restated Loan and Securily Agreement with our principal
bank. The June 2009 agreament provided for a $30 million revolving line of credit that replaced the Company's prior
$22 million line of credit and & $20 million five year term toan that replaced the Company’s prior $10 million ferm loan.
Further detalls about our bank facilities are provided under Liquidity and Capital Resources.

On December 15, 2009,we issued $40 million in promissory notes as part of the consideration pald for the acquisition
of NIM. The promissery notes bear simple interest at 6% and are due in three instaliments: $30 million on the 12 month
anniversary of the closing, $5 miliion on the 18 month anniversary of the closing, and $5 mitlion on the 24 meonth
anniversary of the closing, subject to escrow adjustments. The promissory nofes are effectively subordinated to TCS's
seguirgid (Ijebt and structurally subordinated to any present and future indsbtedness and other obligations of TCS's
subsidiarles.
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Qur capital lease obligations include interest at various amounts depending on the lease arrangsments. Qur interest
under capital leases fluctuates depending on the amount of capital lease obligations in each year.

Overall our interest and financing expense was higher in the three- and six—-months endad June 30, 2010 as a resuilt
of the increase in amounts financed In the fourth quarter of 2008, including the 4.5% convertible debt financing in
November 2008. Interast expense on bank and other notes payable increased in the threa— and six-months ended
June 30, 2010 compared to the same periods in 2009 as a result of the NIM promissory notes and the December 2008
bank term loan. Interest on capital lease financing for the three— and six-months ended June 30, 2010 increased slightly
for the three— and six~months ended June 30, 2009 due to additional funding for purchases of property and eguipment.
The higher 2010 amortization expense reflects the proration of fees to refinance our bank term loan and fees associated
with the 4.5% convertible debt financing.

Other income/{expenso}, nel:

Other income/{expense)}, net includes interest earned on investment accounts and foreign currency
franslation/transaction gain or loss, which is dependent on fluctuations in exchange rates. The other components of other
incomef(expense), net typically remain comparable between periods.

Income taxes:

Income tax expense was $2.8 million for the first half of 2010 against pre-tax income of $10.9 million for the first half
of 2010, representing an effactive lax rate of approximately 26%. The tax provision for the first half of 2010 was lower than
would be normally expected as a result of a discrete adjustment to reduce the reserve against our deferred fax asset by
about $1.8 million, Absent this adjustment, our effective tax rate for the first half of 2010 would have been approximately
42%, For /the first six-months of 2009, we recorded a tax provision of $7.3 million, representing an effective tax rate of
about 39%.

Nel income:
Three Months Six Months
Ended Ended

June 30, 2010 vs. 2008 June 30, 2019 vs. 2009
($
in
millions} 2010 2009 $ % 2010 2009 $ %
Net income $ 3.1 $66 $(35) {53)%  $ 8.1 $ 115 $ (3.4) {30)%

Net income decreased for the three- and six-months ended June 30, 2010 versus the comparable periods of 2009.
The Company’s higher revenue and gross profit were offset by an increase in interest expense as a result of our fourth
guarter 2008 financing and an increase in operating expenses and depreciation and amortization expenses, primarily as a
result of our 2009 acquisitions, and other factors discussed above.
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Liquidity and Capitat Resources

Six Months
Ended
June 30, 2010 vs, 2009

($

in

miillons) 2018 2009 $ %

Net cash and cash equivalents provided byf(used Iy~ + - . N
Income. . L $ 81 $ 115 % (34} . (30¥%
‘Non-cash charges - w80 i 6.8 114 “173%
Deferred ingome tax provision R . ) .28 .B.7 . 3.9 {68)%
Net changes in working capital including changes in other assets - 22.8 {3.3) 26.1 T91%
Operating activities. L 517 ... 215 302 140%
Acquisition of LocationLogic assets s (15.0} 15.0 0 o 100%
_ Purchases of property and equipment {16.8} (5.2 (11.8y .. . (223)%

- Capltal purchases funded through leases 570 4.6 A 24%
Purchases of property and equipment, excluding assets funded by
leasing . .. . ... . _ e {11.12 L {0.6; {10.5 (1750)%
Capitalized software development costs R (2.2} © 0.6 {186 “{267)%
Proceeds from new borrowings _ e — 200 {20.0 100)%
Other financing activities o ' (2.8} {5.3) 25 47%
5.6 78%

Net increase In cash $ 356 $ 20,0 $ 15,

Days revenus in accounts receivable, including unbilled receivables R
at gquarter-end : 75 82

Cabital resources: We have funded our operations, acquisitions, and capital expenditures primarily using cash
generated by our operations, as well as the capital leases to fund fixed asset purchases.

Sources ag% ;Hggg of cash: The Company’s cash and cash equivalents balance was approximately $87 million at
June 30, 2010, a $38 million increase from $59 million at June 30, 2008.

Operations: Cash generated by operating aclivities was $51.7 million for the first half of 2010 as compared to
$21.5 million for the first half of 2009. The increased in the first half of 2010 is primarily due to the receipt of $15.7 million
cash payment for a 2009 pateni-related gain, as well as an increase in deferred revenue due to timing of percentage of

completion projects, a decrease in accounts payable relating to the timing of vendor payments, and a decrease in accrued
payroll and related liabilittes due to the timing of payments.

investing activittes: Fixed asset additlons, excluding assets funded by leasing, were approximately $11.1 million and
$0.6 million, for the six—-months ended June 30, 2010 and 2009, respectively. Also, investments were made in development
of carrier software for resale which had reached the stage of development calling for capitalization, in the amounts
approximately $2.2 millien and $0.6 million for the six-months ended June 30, 2010 and 2009, respectively. On May 18,
2009, the company completed the transaction to purchase the LocationLogic business for seller proceeds of $25 million
consisting of $15 million in cash and approximately 1.4 million of Company shares valued at $40 million.

Financing activities: Financing aclivities during the six-months ended June 30, 2010 were limited to schedufed term
debt service payments and capital leasing. Fixed assets acquired under capital leases were valued at $5.7 million and
$4.8 million during the six-menths ended June 30, 2010 and 2009, respectively.

Capital Resources: We have a $35 million revolving Line of Credit with our principal bank through June 2012 with
borrowing available at the bank's prime rate which was 3.25% per annum at June 30, 2010. Borrowings at any time are
limited to an amount based princlpally on accounts receivable levels and working capltal ratio, each as defined in the Line
of Credit agresment. The Line of Credit available Is also reduced by the amount of cash management services sublimit,
which was $1.5 million June 30, 2010. As
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of June 30, 2010, we had no borrowings outstanding under our bank Line of Credit and had approximately $33.5 million of
unused borrowing availability under the line.

The Line of Credit includes three sub-facilities: (i} a letter of credit sub-facility pursuant to which the bank may Issue
letters of credit, {ii} a forelgn exchange sub—facility pursuant to which the Company may purchase foreign currency from the
bank, and {iil} a cash management sub~facility pursuant to which the bank may provide cash management services {(which
may include, among others, merchant services, direct deposit of payrolf, business credit cards and check cashing services)
and in connection therewlth make loans and extend credit to the Company. The principal amount outstanding under the
Line of Credit accrues inferest at a floating per annum rate equal to the rate which is the greater of (i} 4% per annum, or
{li} the bank's most recently announced “prime rate,” even if it is not the Interest Rate. The principal amount outstanding
undeir1 sthe Line of Credit is payable either prior to or on the maturity date and interest on the Line of Credit is payable
monthiy.

On November 18, 2009, the Company issued 4.5% Convertible Senlor Notes to fund corporate initiatives which
included the acquisiion of NIM. Holders may convert the Notes at their option on any day prior to the close of business on
the second “scheduled trading day” (as defined in the Indenture)} immediately preceding November 1, 2014. The conversion
rate will Initially be 96.637 shares of our Class A comman stock per 31,000 principal amount of the Notes, equivalent to an
initlal conversion price of approximately $10.348 pear share of Class A common stock, At the time of this transaction, white
this represented an approximately 30% conversion premium over the closing price of the Company's Class A common
stock on November 10, 2009 of $7.96 per share, the effect of the convertible note hedge and warrant transactions,
described betow increased the effective conversion premiun of the Notes to 60% above the November 10th closing price,
to $12.74 per share.

In connection with the sale of the Notes, the Company entered into convertible note hedge transactions with respect to
the Class A common stock with certain counterparties. The convertible note hedge transactions cover, subject to
adjustments, 10,001,303 shares of Class A common stock. Also, in connection with the sale of the Notes, the Company
entered into separate warrant transactions with certain counterparties the Warrant Dealers. The Company sold to the
Warrant Dealers, warrants to purchase in the aggregate 10,001,303 shares of Class A common stock, subject to
adjustments, at an exercise price of $12,736 per share of Class A common stock. The Company offered and sold the
warrants fo the Warrant Dealers in refliance on the exemption from registration provided by Section 4(2) of the Securities
Act. The Company used a portion of the gross proceeds of the offering to pay the Company's cost of the convertible note
hedge transactions. The convertible note hedge and the warrant transactions are separate transactions; each entered Into
Rly {he Company with the counterparties, is not part of the terms of the Notes and wilk not affect the holders' rights under the

otes.

On December 15, 2009, we issued $40 mitlion in promissory notes as part of the consideration paid for the acquisition
of NiM. The promissory notes bear simple interest at 6% and are due in three installments: $30 million on the 12 month
anniversary of the closing, $5 milllon on the 18 month anniversary of the closing, and $5 miflion on the 24 month
anniversary of the closing, subject to escrow adjustments. The promissory notes are effectively subordinated to TCS's
segurgd debt and sfructurally subordinated to any present and future indebtedness and other obligations of TCS's
subsidiaries.

On December 31, 2009, we refinanced facililies under our bank Loan Agreement. A $40 million five-year Term Loan
replaced the Company's $20 miflion prior term loan with the bank, The Company drew $30 millicn of the funds available,
The remalning $10 milfion is available to draw no later than September 2010, The Term Loan maturity date is June 2014,

Under the Loan Agreement, the Company ts obligated to repay all advances or cradit extensions made pursuant to the
Loan Agreement, The Loan Agreement is secured by substantially all of the Company's tangible and intangible assets as
collateral, except that the collateral doas not include any of the Company's intellsctual property. The principal amount
outstanding under the Term Loan accrues interest at the greater of (i} 4% per annum, or (i) a floating per annum rate squal
to one-half of one percentage point (0.5%) above the Interest Rate (3.25% at June 38, 2010}. The principal amount
outstanding under the Term Loan is payable In sixty (60) equal insfallments of principal beginning on January 29, 2010 and
interast is payable on a
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monthly basis {$0.6 million plus interest per month). As of June 30, 2010, the amount outstanding under the Term Loan
was $27 millfon. Funds from the Increase In the amount of the Term Loan were used primarily to retive the June 2009 term
loan. In June of 2609, we refinanced the unamottized balance under our June 2007 $10 million five-vear note payable foan
with a $20 million five-year nole.

The Loan Agreement contains customary representations and warranties and customary events of default. Availability
under the Line of Credit is subject to certain conditions, including the continued accuracy of the Company’s representations
and warranties. The Loan Agreement also contains subjective covenants that reguires (1) no material impairment in the

erfection or priority of the bank’s lien in the collateral of the Loan Agreement, {ii} no material adverse change in the

usiness, operations, or condition (financial or otherwise} of the Company, or (ill} no material impairment of the prospect of
repayment of any portion of the borrowings under the Loan Agreement. The Loan Agreement also contains covenants
requiring the Company to maintain a minimum adjusted guick ratio and a fixed charge coverage ratio as well as other
restrictive covenants including, among others, restrictions on the Company’s abillity to dispose part of thelr business or
property; to change their business, fiquidate or enter into certain extraordinary transactions; o merge, consolidate or
acquire stock or property of another entily; to incur indebtedness; to encumber thelr property; fo pay dividends or other
distributions or enter into material transactions with an affifiate of the Company.

As of June 30, 2010, we were in compliance with the covenantis related to the Loan Agreement and we believe that we
will continue to comply with these covenants. If our performance does not result in compliance with any of these restrictive
covenants, we would seek to further modify our financing arrangements, but there can be no assurance that the bank
woulg Inot exercise its rights and remedies under the Loan Agreement, including declaring all outstanding debt due and
payable.

We currently believe that we have sufficlent capital resources with cash generated from operations as well as cash on
hand to mest our anticipated cash operating expenses, working capital, and capital expenditure and debt service needs for
the next twelve months, We have borrowing capacity avallable to us in the form of ca(fita! leases as well as a line of credit
arrangement with our principal bank which explres in June 2012. We may also consider raising capital in the public markets
as a means to meet our capital needs and to Invest in our business. Although we may need to return to the capital markets,
establish new credit facilities or raise capital In private transactions in order to meet our capital requirements, we can offer
no assurances that we will be able to access these potential sources of funds on terms acceptable to us or at all,

Contractual Commitments

As of June 30, 210, our most significant commitments consisted of purchase obligations, term debt, obligations under
capital leases and non-cancelable operating feases. Other long-term debt consists of contingent consideration included as
part of the purchase price allocation of cerfain acquisitions. We lease certain furniture and computer equipment under
capital leases. We Jease office sgaace and equipment under non-cancelable operating leases. Purchase obligations
represent contracts for parts and services in connection with our government satellite services and systems offerings. As of
June 30, 2010 our commitments consisted of the following:

(s Within 12 1-3 3-5 More than
in
millions) Months Years Years 5 Years Total
Term loan i 77 $ 145 % B8 B — % 2990
4.5% Convertible debt interest obligation . 47 94 . 89 — 21.0
Promissory notes payable : 377 H3 e — 43.0
Other long-term debt 3.0 34 — — - 6.4
Capltal lease obligatlons 5.1 8.2 W e 16.0
Operaling leases 4.9 .91 A 1.7 .18.8
Purchase obligations 4.7 bR IR A i 28
Total contractual commitments % 678 $ B3.0 § 185 3 17 5 1410
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Item 3. Quanftitative and Qualitative Disclosures About Market Risk

Inferest Rate Risk

There h?(ve rot been any matertal changes to our interest rate risk as described In ltem 7A of our 2010 Annual Report
on Form 10-K.

Foreign Currency Risk

For the three— and six months ended June 30, 2010, we %enerated $3.2 million and $6.3 million, respectively, of
revenue outside the U.S, mostly denominated in U.S. dollars. A change in exchange rates would not have a material Impact
on our Consolidated Financial Statements. As of June 30, 2010, we had approximately $1.6 million of billed accounts
receivable that are denominated in foreign currencies and would be exposed to foreign currency exchange risk. During the
six-monihs ended June 30, 2010, cur average receivables subject to foreign currency exchange risk was $1.4 million and
our average defarred revenue balances subject to forelgn currency exchange risk was $0.9 million. We had an average
balance of $0.2 million of unbifted receivables denominated in foreign currency during the six-months ended June 30,
2010. We recorded immaterial fransaction gains or losses on foreign currency denominated receivables and deferred
revenue for the six-months ended June 30, 2019,

There have not been any other material changes to our foreign currency risk as described In ltem 7A of our 2000
Annual Report on Form 10~K.

Item 4. Controls and Procedures

The Company maintains disclosure controls and procedures that are designed to ensure that information required to
be disclosed in the Company's reports filed under the Securities Exchange Act of 1934, as amended, is recorded,
processed, and summarized and raported within the time periods specified in the rules and forms of the Securities and
Exchange Commission, and that such information is accumulated and cemmunicated to the Company's management,
including its Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required
disclosure. In designing and evaluating the disclosure contrals and procedures, management recognized that any controls
and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the
desired coniral objectives, and management necessarily was required to apply its judgment in evaluating the cost-benefit
relationship of possible controls and procedures.

As required by Rule 13a-15(b), the Company carried out an evaluation, under the supervision and with the
participation of the Company's management, including the Company’s Chief Executive Officer and the Company’s Chief
Financlal Officer, of the effectiveness of the design and operation of the Company's disclosure controls and procedures as
of the end of the quarter covered by this report. Based on the foregoing, the Company's Chief Executive Officer and Chief
Financial Officer have concluded that the Company's disclosure controls and procedures were effectlve at a reasonable
assurance level as of June 30, 2010.

There have been no changes in the Company’s internal controf over financial reporting during the latest fiscal quarter
that have materially affected, or are reasanably fikely to materially affect, the Company's internal control over financial
reporting.
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PART Il. — OTHER INFORMATION

Item 1. Legal Proceodings

In November 2001, a shareholder class action Jawsuit was filed against us, certain of our current officers and a
director, and severat investment banks that were the underwriters of our initial public offering {the “Underwriters™):
Highstein v. TeleCommunication Systems, Inc., et al,, United States District Court for the Southern District of New York,
Civil Action No. 01-CV-8500. The plaintiffs seek an unspecified amount of damages. The lawsult purports to be a class
action suit filed on behalf of purchasers of our Class A Common Stock during the period August 8, 2000 through
December 6, 2000. The plaintiffs allege that the Underwriters agreed to allocate our Class A Common Stock offered for
sale in our initial public offering to certain purchasers in exchange for excessive and undisclosed commissions and
agreements by those purchasers to make additional purchasss of aur Class A Comimon Stock in the aftermarket at
pre—-determined prices. The plaintiffs allege that all of the defendants violated Sections 11, 12 and 15 of the Sacurittes Act,
and that the underwriters violated Section 13{b} of the Exchange Acl, and Rule 10b-5 promulgated thereunder. The claims
against us of vielation of Rule 10b-5 have been dismissed with the plaintiffs having the right {o re-plead. On February 15,
2005, the District Court issued an Crder preliminarily approving a settlement agreement among class plaintiffs, all issuer
defendants and thelr insurers, provided that the parties agree t0 a modification narrowing the scope of the bar order set
forth in the settlement agreement. The parties agreed to a modification narrowing the scope of the bar order, and on
August 31, 2005, the court issued an order preliminarily approving the setttement. On December 5, 2008, the United States
Court of Appeals for the Second Circuit overturned the District Court's certification of the class of plaintiffs who are pursuing
the claims that would be settled in the setiiement against the underwriter defendants. Plaintiffs filed a Petition for Rehearing
and Rehearing En Banc with the Second Circuit on January 5, 2007 in response fo the Second Circuit's decision. On
April 8, 2007, the Second Circuit denled plaintiffs' rehearing petition, but dlarified that the plaintiffs may seek to certify &
more limited class in the District Court, On June 25, 2007, the District Cour signed an Order terminating the selflement. On
November 13, 2007, the issuer defendants in cerfain designated "focus cases” filed a motion to dismiss the second
consolidated amended class action complaints that were filed in those cases. On March 28, 2008, the District Court issued
an Opinion and Order denying, in large part, the motions 1o dismiss the amended complaints In the *focus cases.” On
Aprit 2, 2009, the plaintiffs filed a motion for preliminary approval of a new proposed settlemeant between plaintiffs, the
underwriter defendants, the Issuer defendants and the Insurers for the Issuer defendants. On June 106, 2009, the Court
issued an opinion preliminarily approving the proposed seitlement, and scheduling a settlement falrness hearing for
September 10, 2009. On August 25, 2009, the plaintiffs filed a motion for final approval of the proposed settlement,
approval of the plan of distribution of the settiement fund, and certification of the setifement classes. A settlement fairness
hearing was held on September 10, 2008, On Cclober 5, 2009, the Court issued an opinion granting plaintiffs’ motton for
final approval of the settlement, approval of the plan of distribution of the setlement fund, and certification of the settlement
classes. We intend to continue to defend the lawsuit untif the matter is resolved. We have purchased a Directors and
Officers insurance policy which we believe should cover any potential liability that may result from these laddering class
action claims, but can provide no assurance that any or all of the costs of the litigation will ultimately be covered by the
insurance. Mo reserve has been created for this matter. More than 300 other companies have been named in nearly
identical lawsuits that have been fifed by seme of the same law firms that represent the plaintiffs in the lawsuit against us.

Other than the ttems discussed immedlately above, we are not currently subject to any other materiat legal
proceedings. However, we may from time to time become a parly to various legal proceedings arising in the ordinary
course of cur business.

ltem 1A.  Risk Facfors

There have not been any materlal changes to the Information previously disclosed in *ilem 1A. Risk Factors® In our
2008 Annual Report on Form 10-K.
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ltem 2. Unregistered Sales of Equitly Securltles and Use of Proceeds
Nona.
Item 3. Defaults Upon Senior Securitles
Nons.
item 4. Removed and Reserved
ltem 8. Other Information
{a) None
{b) None.
ltem 6. Exhibits

Exhibit
Numbers Description

31.1 Cerlification of CEO required by the Securities and Exchange Commiission Rule 13a-14{a) or 15d-14(a
3.2 Cerlification of CFO required by the Securities and Exchange Commission Rule 13a-14(a} or 15d-14{a
321 Cerification pursuant to 18 U.5.C. Section 1350, as adopted pursuant to Saction 906 of the Sarbanes-Oxlay
Act of 2002
32.2 Xerﬁf}czatg); pursuant to 18 U.8.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
ot of 20
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SIGNATURES

Pursuant fo the requirements of Section 13 or 15(d) of the Securilies Exchange Act of 1934, as amended, the
Registrant has duly caused this Report to be signed on its behalf by the undersigned, thereunto duly authorized on the
5th day of August 2010.

TELECOMMUNICATION SYSTEMS, INC.

By: /s/ Maurice B, Tosé
Maurice B, Tosé
Chairman, President and Chief Executive Officer

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

Isf Maurice B. Tosé Chairman, Prasident and Chief Executive Officer
{Principal Executive Officer)

Maurice B, Tosé

August 5, 2010

s/ Thomas M. Brandt, Jr. Senior Vice President and Chief Financial Ofiicer
{Principat Financial Officer)

Themas M. Brandt, Jr.

August 5, 2010
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Exhibit 31.1

CERTIFICATIONS

1, Maurice B. Tosé, certify that:
a) | have reviewed this quarterly report on Form 10-Q of TeleCommunication Systems, [nc.;

b} Based on my knowledge, this annual 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, nof misteading with respect to the period covered by this report;

¢) Based on my knowledge, the financial statements, and other financiat information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for,
the periods presented in this report;

d) The registrant’s other certifying officers and | are responsible for establishing and maintaining disclosure controfs
and procedures (as defined In Exchange Act Rules 13a-15{(e) and 15d-15(e}} and internat controf over financial reporting
{as defined in Exchange Act Rules 13a—15{(f} and 15d-15(f)) for the regisirant and have:

a} designed such disclosure controls and procedures, of caused such disclosure controls and procedures to be
designed under our supervision, to ensure that materlal information relating to the registrant, including Its consolidated
subsidiarfes, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

Eg designed such internal control ovar financial reporting, or caused such internal coniral over financial reporting
to be designed under our supervision, to provide reasenable assurance regarding the reliability of financial reporting
and t'hsl; preparation of financlal statements for external purposes in accordance with generally accepted accounting
principles;

¢} evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report
our cenclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d) disclosed in this report any change in the registrant's internal control over financial reporiing that occurred
during the registrant’s most racent fiscal quarier that has materially affected or is reasonably likely to materially affect
the registrant’s internal condro! over financial reparting:; and

e} The registrant’s other certifying officer(s} and | have disciosed, based on our most recent evaluation of internal
control over financlal reporting, to the registrant’s auditors and the audit commiitee of registrant’s board of directors (or
persons performing the eguivalent functions):

a} all significant deficlencles and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability o record, process, summarize and
report financial information; and

b} any fraud, whether or not material, that involves management or other employees who have a significant role
In the registrant's internal controls over financial reporiing.

/s/ Maurice B, Tosé
Maurice B. Tosé
Chairman, CEQ and President



Exhibit 31.2

CERTIFICATIONS
I, Themas M. Brandt, Jr, certify that:
a) | have reviewed this quarterly report on Form 10-Q of TeleCommunication Systems, Inc.;

b} Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state
a matarial fact nacessary to make the statements made, in light of the circumstances under which such statements were
mads, not misleading with respect to the period covered by this report;

¢) Based on my knowledge, the financial statements, and other financial information included in this report, fairly
presant in all material respects the financial condition, results of operafions and eash flows of the registrant as of, and far,
the periods presented In this report;

d} The registrant’s other certifying officers and { are responsible for establishing and malntaining disclosure controls
and procedures {as defined In Exchange Act Rules 13a—15(e) and 15d-15(e}) and internal control over financial reporting
{as defined in Exchange Act Rufes 13a—15({f) and 15d—15(f}) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under cur supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the pericd in which this report is
being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporiing
and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c) evaluated the effectivensss of the registrant's disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure confrols and procedures, as of the end of the period covered
by this report based on such evaluation; and

d} disclosed in this report any change in the regisirant’s internal contral over financial reporting that occurred
during the registrant's most recent fiscal quarter that has materially affected or is reasonably likely to materially affect
the registrant’s internal control over financlal reporting; and

e) The registrant's other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or
persons perferming the equivatent functions):

a} all significant deficlencles and materal weaknesses In the design or operatien of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financlal information; and

b} any fraud, whether or not material, that involves management or other employees who have a significant role
in the registrant's internal contrels over financial reporting.

fs! Thomas M. Brandgt, Jr,
Thomas M. Brandt, Jr,
Sr. Vice President & CFO



Exhiblt 32.1

Certification of Principal Executive Officer
Pursuant to 18 U.8.C. 1350
(Section 906 of the Sarbanes-Oxley Act of 2002)

I, Maurlce B. Tosé, President and Chief Executive Officer {principal executive officer) of TeleCommunication Systems,
Inc. {the "Registrant™}, certify, pursuant to Section 806 of the Sarbanes-Oxley Act of 2602, 18 U.S.C. Section 1350, that:

(1) The Quarterly Report on Form 10-Q of the Company for the period ended June 30, 2010 (the *“Report™) fully
complies with the requirements of Section 13{a} of the Securities Act of 1934 {15 U.8.C. 78m); and

(2) The Information contained in the Report falrly presents, in all material respects, the financial condition and
results of operations of the Company.

fs! Maurice B, Tosé
Maurice B. Tosé
Date: August 5, 20160

A signed ofiginal of this written statement required by Section 906 has baen provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upen request.



Exhibit 32.2

, 8ms
s Enatiing Conyessan Fechnalay

Certification of Principal Financial Officer
Pursuant to 18 U.5.C, 1350
(Secticn 906 of the Sarbanes-Oxiey Act of 2002)

I, Thomas M, Brandt, Jr., Chief Financial Officer (principal financial officer) of TeleCommunication Systems, Inc. {the
“Registrant™), certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that:

(1} The Quarterly Report on Form 10-Q of the Company for the period ended June 30, 201¢ élhe “Report”) fully
complies with the requirements of Section 13(a) of the Securities Act of 1834 {15 U.5.C. 78m}; an

(2} The information contained in the Report faitly presents, in all material respects, the financial condition and
results of operations of the Company.

s/ Thomas M. Brandt, Jr.
Thomas M. Brandt, Jr.
Date: August 5, 2010

A signed original of this written slatement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request,
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TITLE PAGE
OF
MISSOURI TARIFF APPLICABLE TO E91-1-1 SERVICES

Telecommunications Services Furnished by
NextGen Communications, Inc.

This tariff, filed with the Missouri Public Service Commission contains the descriptions, regulations,
and rates applicable to the furnishing of 1E9-1-1 services by NextGen Communications, Inc.
(NextGen). NextGen is providing service to non-residential/commercial customers.

Issued: Effective
Issued by: Bruce A. White, Secretary
NextGen Communications, Inc,

275 West Street — Suite 400 Annapolis, MD 21401
DB04/837404.0002/2987138.1 WP14



Next(Gen Communications, Inc. (NextGen)

Tariff No. 1
Original — Page 2

WAIVERS

NextGen is classified as a competitive telecommunications company. Application of'the

following statutes and regulatory rules shall be waived:

Statutory Provisions
392.210.2  Uniform System of Accounts
392.240.1  Just & Reasonable Rates
392.270 Ascertain Property Values
392.280 Depreciation Accounts
392.290 Issuance of Securities
392.300.2 Acquisition of Stock
392310 Issuance of stock and debt
392.320 Stock dividend payment
392.330 Issuance of securitics, debts & notes
392340 Reorganizations

Commission Rules
4 CSR 240-10.020 Depreciation fund income

4 CSR 240-30.040 Uniform system of accounts

4 CSR 240-3.550(5)(C) File exchange boundary maps with Commission

CONTACT INFORMATION

Kim Robeit Scovill

Senior Director — Legal and Regulatory
TeleCommunication Systems, Inc.

275 West Street — 4™ Floor

Annapolis, MD 2140t

Tel: 410-349-7097

Fax: 410-295-1884
kscovill@telecomsys.com

Richard H. Dickinson

Senior Director, Public Safety
2401 Elliott Avenue, 2™ Floor
Seattle, WA 98121

Tel: 206-792-2224

Fax: 206-792-2001
ddickinson@telecomsys.com

NextGen provides a 24 hour, 7 days a week, 365 days a year accessible toll free service

number, (800) 959-3749,

Issued:
Issued by: Bruce A. White, Secretary
NextGen Communications, Inc.

275 West Street - Suite 400 Annapolis, MD 21401
DB04/837404.0002/2987138.1 WP14

Effective:
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TARIFF FORMAT AND EXPLANATION OF SYMBOLS

Page Numbering: Page numbers appear in the upper right hand corner of the page. Pages are
numbered sequentially. From time to time new pages may be added to the Tariff. When a new page
is added between existing pages a decimal is added to the preceding page number, For example, a
new page added between Pages 3 and 4 would be numbered 3.1,

Explanation of Symbols: When changes are made in any Tariff page, a revised page will be issued
replacing the affected Tariff page. Changes will be identified on the revised page(s) in the right hand
margin on ¢ach line changed through the use of the following symbols:

(&) To signify changed regulation

(D) To signify discontinued material

I To signify rate or charge increase

(M) To signify material relocated without change in text or rate

™) To signify new material

(&) To signify material relocated without change in text but with an increase in rate
(D) To signify a decreased rate

() To signify reissued material

(T) ‘To signify a change in text but no change in rate or regulation

(Z) To signify a correction

APPLICATION OF TARIFF

This tariff sets forth the service offerings, rates, terms, and conditions applicable to the furnishing of
intrastate telecommunications services by NextGen Communications, Inc., hereinafter referred to as
the Company, to customers within the State of Missouri,

Issued: Effective:
Issued by: Bruce A. White, Secretary
NextGen Communications, nc.

275 West Street — Suite 400 Annapolis, MD 21401
DB04/837404.0002/2987138.1 WP14
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SECTION 1. - DEFINITIONS

Automatic Location Identification {ALI) Database

See Location Database. Traditionally, the ALI Database maintained the name and address
associated with the calling party's telephone number (identified by ANI Feature). In the future,
ALI data may only be a portion of the location data available in the Location database.

Automatic Location Identification {ALD to Automatic Location Identification (ALI data transfer

A feature by which Automatic Location Identification (ALI) data is transferred to another
provider's Automatic Location Identification (ALI) system.

Automatic Location Identification (ALI) PSAP port

A port on the ALI database system used to deliver Automatic Number Identification (ANI) to
the PSAP.

Automatic Number Identification {ANI)

A feature by which the calling party's ANI telephone number is forwarded to the E9-1-1
Control Office and to the PSAPs Display and Transfer Units,

Business Customer

A Customer who subscribes to the Company’s Service(s) and whose primary use of the Service is of a
business, professional, institutional, or otherwise occupational nature,

Call Routing Device

An intelligent network device that, based on the identified number of the calling party (and
potentially other factors), routes an E9-1-1 call from a central office to the designated primary
PSAP. (See “Selective Routing™)

Company

Used throughout this tariff to refer to NextGen Communications, Inc., a Maryland corporation, unless
otherwise clearly indicated by the context.

Customer
A current or potential buyer or user of the services identified in this tariff. This is typically through

purchasing the services; however, the term also includes by extension anyone who uses or experietices
the services of another.

Issued: Effective:
issued by: Bruce A, White, Secretary
NextGen Communications, Inc.

275 West Street — Suite 400 Annapolis, MD 21401
DBO04/837404.0002/2987138.1 WP14
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SECTION 1. - DEFINITIONS, CONTINUED

Database Management System (DBMS)

See Location Validation Function

Default Routing (DR)

A feature activated when an incoming E9-1-1 cali cannot be selectively routed due to an ANI
failure, garbled digits, or other causes. Such incoming calls are routed from the E9-1-1 Control
Office to a default PSAP. Each incoming E9-1-1 facility group to the E9-1-1 Control Office is
assigned to a designated default PSAP. This is a standard feature of E9-1-1 Service.

Disnlay and Transfer Unit

A console and associated common equipment for displaying ANI numbers at the PSAP attendant
position and used by the attendant to activate Fixed and/or Selective Transfer functions.

ES-1-1 Call or E9-1-1 Service

A telecommunications service that uses ANI, ALI (including non-listed and non-published numbers
and addresses), Selective Routing, and the three-digit number “9-1-1,” for a caller wishing to report
police, fire, medical, or other emergency situations {as examples) to a PSAP for referral to a public
safety agency. As used in this tariff, E9-1-1 does not include discretionary equipment purchased, or
coniracted for that is not essential to the provision of E9-1-1 service.

Emergency Service Number {ESN)

Unique numbers provided by the Company to be associated by the customer with street address
ranges or other mutually agreed upon routing criteria for selective routing of calls to unique
combinations of police, fire, ambulance and any other appropriate agencies responsible for
providing emergency service in the E9-1-1 serving area.

End Office
The central office(s) which receive originating E9-1-1 calls.

Enhanced 9-1-1 (E9-1-1) Service Area

The geographic area in which the E9-1-1 authority will respond to all E9-1-1 calls and dispatch
appropriate emergency assistance.

Issued: Effective:
Issued by: Bruce A. White, Secretary
NextGen Communications, Inc.

275 West Street — Suite 400 Annapolis, MD 21401
DB04/837404.0002/2987138.1 WP14



NextGen Communications, Inc. (NextGen) Tariff No. 1
Original — Page 7

SECTION 1. -DEFINITIONS, CONTINUED

Enhanced 9-1-1 {E9-1-1) Transport

Telephone lines or facilities that are dedicated to an E9-1-1 system. Enhanced 9-1-1 transport
lines for PSALI coimmect a customer's PBX to the E9-1-1 Control Office.

Individual Contract Basis (ICB)

A service arrangement where the regulations, rates, and charges are developed based on the specific
circumstances of the Customer's situation and set out in a separate agreement with the Customer. An
ICB iay incorporate this or other applicable tariffs by reference.

Internet Protocol (IP)

The Internet Protocol (IP) is a method used for communicating data across a packet-switched digital
network. Sometimes also referred to as TCP/IP.

Location Database

An ALIL Location Information Server, or other database that stores location information for
emergency services use.

Location Patabase Call Routing Device Port

A port on the Location database system used to deliver 9-1-1 calling information to the Call
Routing Device.

Issued: Effective:
Issued by: Bruce A. White, Secretary

NextGen Communications, Inc,

275 West Street — Suite 400 Annapolis, MD 21401
DB04/837404.0002/2987138.1 WP14



NextGen Communications, Inc, (NextGen) Tariff No.
Original — Page 8

SECTION 1. - DEFINITIONS, CONTINUED

Location Validation Function

Device and Location Database features and determines whether a location description is valid for the
given area. This function was fraditionally provided by a DBMS using the MSAG. For NextGen’s
9-1-1, the data source will not be only the MSAG if an MSAG is used at all. In NexiGen’s 9-1-1
system, the creation of the valid locations is carried out by the Master Location Validation System A
system that stores and receives updates of the data required to provide the Call Routing.

Manual Transfer

A feature that enables the PSAP attendant to transfer an incoming call by depressing the
switchhook of the associated telephone or a button on the Display and Transfer Unit and dialing
either a 7-digit or 10-digit telephone number or a 2-digit speed calling code. Manual Transfer is
associated with the E9-1-1 tronk unit and is a standard feature of £9-1-1 Service.

Master Location Validation Sysfem

A system that acts as the master source for valid locations in a given area. Traditionally, a
DBMS is used to create and maintain an MSAG. In NextGen’s 9-1-1 system, the Master
Location Validation System will be a GIS system.

Master Street Address Guide (MSAG)

The document or computer file that lists the standard street names, address ranges, political
community designations, and routing codes (ESNs),

Pseudo Automatic Number Identification

A feature in which a number, assigned to the area served by a wireless communications
provider's tower or a sector of the area served by a tower, is forwarded to the E9-1-1 Call
Routing Device and to the PSAPs Display and Transfer Units.

Private Switch/Automatic Location Identification Customer

The Private Switch or Location Database customer may be a municipality or other state or local
governmental unit, or an authorized agent of one or more municipalities or other state or local
governmental units to whom authority has been lawfully delegated, or a PBX owner/operator, or
Centrex/CENTRON customer who desires to provide station location information to the E9-1-1
system.

Issued: Effective:
Issued by: Bruce A. White, Secretary
NextGen Communications, Inc,

275 West Street — Suite 400 Annapolis, MD 21401
DB04/837404.0002/2987138.1 WP14



NextGen Communications, Inc. (NextGen) Tariff No, 1
Original -- Page 9

SECTION 1. - DEFINITIONS, CONTINUED

Public Safety Answering Point (PSAP)

An answering location for 9-1-1 calls originating in a given area. A PSAP may be designated as
Primary or Secondary, which refers to the order in which calls are directed for answering, Primary
PSAPs respond first; Secondary PSAPs receive calls on a transfer basis only and generally serve as a
centralized answering location for a particular type of emergency call. PSAPs are staffed by
employees of service agencies such as police, fire, or emergency medical or by employees of a
common burean serving a group of such entities.

Public Safety Answering Point (PSAP) Trunk

A trunk used to deliver ANY information from a Call Routing Device to a PSAP. The PSAP trunk
may be set to receive a 9-1-1 call in several different formats. The trunk could be TDM or IP. The
PSAP trunk is also used to connect and carry voice transmission, and in the case of IP (VoIP)
possibly the location information, from the Call Routing Device.

Routing Telephone Number (RTN)

A number that when dialed rings to a specific Public Safety Answering Point. This is used for
connectivity from the PSTN to the 9-1-1 network of a Public Safety Answering Point,

Routing Telephone Number Port

A port in the Call Routing Device used to connect the routing telephone number line,

Selective Routing (SR)

A form of call routing that may or may not be applicable to the Company’s E9-1-1 that routes an
E9-1-1 call from a central office to the designated primary PSAP based upon the identified
number of the calling party (other factors may be used to determine the call routing in addition to
the calling party’s number). (See “Call Routing Device™)

Selective Transfer

A feature providing persons at the PSAP the ability to transfer an incoming call to another agency by
depressing a single button labeled with the type of agency, e.g., "Fire", on the Display and Transfer
Unit. This type of transfer is only available when the SR feature is provided.

Issued: Effective:
Issued by: Bruce A. White, Secretary
NextGen Communications, Inc.

275 West Street — Suite 400 Annapolis, MD 21401
DB04/837404.0002/2987138,1 WP14
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SECTION 2 . RULES AND REGULATIONS

2.1, Company Liability and Indemnification

I.

Limitations on Company Liability

The Company's liability for any loss or damage arising from errors, interruptions, defects,
failures, delays, or malfunctions of any service, equipment, or any part thereof provided
pursuant to this Tariff or ICB, whether caused by the negligence of the Company or
otherwise, except gross negligence, shall not exceed the greater of $50.00 or an amount
equivalent to the pro rata charges for the service or equipment atfected during the period of
time that the service or equipment was fully or partially inoperative.

Release and Indemnification / Intellectual Property

a. The customer agrees to release, indemnify, defend, and hold harmiess the Company

from any and all loss, claims, demands, suits or other action; or any liability
whatsoever, whether suffered, made, instituted or asserted by the customer or by any
other party or person, for any personal injury to or death of any person or persons, or
for any loss, damage or destruction of any property, whether owned by the customer or
others, caused in whole or part by the act or omissions of the Company, its agents and
its employees. Unless otherwise provided for by an ICB, title to all facilities and
intellectual property provided in accordance with this tariff remains in the Company,
its partners, agents, contractors, or suppliers. The Company is not obligated to
compensate, defend, or indemnify the Customer or any other person for alleged or
adjudicated claims of infringement by third parties for any services offered, or for any
licensing or court costs related thereto.

. The Company will not be liable for any direct, indirect, incidental, special,

consequential, exemplary or punitive damages to Customer as a result of any Company
service, equipment or facilities, or the acts or omissions or negligence of the Company's
employees or agents,

. The Company shall not be liable for any delay or failure of performance or equipment

due to causes beyond its control, including but not limited to: acts of God, fire, flood,
explosion or other catastrophes; any law, order, regulation, direction, action, or request
of the United States Government or any state and local governments having or claiming
jurisdiction over the Company, or of any department, agency, commission, bureau,
corporation, or other instrumentality of any one or more of these federal, state, ot local
governments, or of any civil or military authority; national emergencies; insurrections;
riots; wars; unavailability of rights-of-way or materials; or strikes, lock-outs, work
stoppages, or other labor difficulties when it does not involve the Company’s
employees.

3. THE COMPANY MAKES NO WARRANTIES OR REPRESENTATIONS, EXPRESS OR

IMPLIED EITHER IN FACT OR BY OPERATION OF LAW, STATUTORY OR
OTHERWISE, INCLUDING WARRANTIES OF MERCHANTABILITY OR FITNESS

Issued:

Effective:

Issued by: Bruce A, White, Secretary

NextGen Communications, Inc,
275 West Street — Suite 400 Annapolis, MD 21401

DB04/837404,0002/2987138.1 WP14
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SECTION 2. RULES AND REGULATIONS, CONTINUED

FOR A PARTICULAR USE, EXCEPT THOSE EXPRESSLY SET FORTH HEREIN.

4. Invasions of Privacy

a. The customer agrees to release, indemnify, and hold harmless the Company for any

infringement or invasion of the right of privacy of any person or persons, caused or
claimed to have been caused, directly or indirectly, by the installation, operation, failure
to operate, maintenance, removal, presence, condition, occasion or use of any service
features and the equipment associated therewith provided pursuant to this Tariff, or by
any services furnished by the Company in connection therewith, including, but not
limited to, the identification of the telephone number, address or name associated with
the telephone used by persons accessing 9-1-1 service hereunder, and which arises out
of the negligence or other wrongful act of the Company, except gross negligence, or the
employees or agents of any one of them. Notwithstanding the foregoing, such
indemnification does not apply to Company’s use of customer data for any purpose
other than the provision of 9-1-1 services.

. The Company shall be indemnified, defended and held harmless by the Customer

against any claim, loss or damage arising from Customer's use of services, involving
claims for libel, slander, or allegations of infringement of patent or copyright arising
from the Customer's own communications.

2.2, General Terms and Conditions

1.

Term of Service; Termination.

The Company and each customer may enter into a separate agreement specifying the term during
which the Company shall provide Services,

2. Payments; Late Fees
Payment for Services provided by the Company shall be due in accordance with the terms and
conditions of each customer’s contract. Customer agrees to pay a late fee in accordance with the
terms and conditions of each customer’s contract, but in no event to exceed the late fees which
may be charged to customer under the laws of the State of Missouri.

Issued: Effective:

Issued by: Bruce A, White, Secretary

NexiGen Communications, Inc.
275 West Street — Suite 400 Annapolis, MD 21401

DB04/837404.0002/2987138.1 WP14
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SECTION 2. RULES AND REGULATIONS, CONTINUED

3. Attorneys' Fees

The Company and each customer may enter into a separate agreement specifying that if any
dispute in connection with the provision of Services to customer is submitted to a court, arbitrator,
tribunal or other appropriate entity, then all costs and expenses of the parties (including
reasonable attorneys' fees) will be paid by the party against whom a determination by such court,
arbitrator, fribunal or entity is made, or, in the absence of a determination, wholly against one
party, as such coutt, arbitrator, tribunal or entity directs.

2.3, Notices and Communications

L.

2.

3.

The Customer shall designate the address to which the Company shalf maii or deliver all notices
and other communications, except that the Customer may also designate a separate address to
which Company bills for service shall be mailed. The Company shall designate an address to
which the Customer shali mail or deliver all notices and other communications, except that
Company may designate a separate address on each bill for service to which the Customer shall
mail payment on that bill.

Except as otherwise stated in this tariff, or an ICB, all notices or other communications required
to be given pursuant to this tariff, or an ICB, or the Agreement for Services will be in writing.
Notices and other communications of either party, and all bills mailed by the Company, shall be
presumed to have been delivered to the other party on the third business day following placement
of the notice, communication or bill with the U.S. Mail or a private delivery service, prepaid and
properly addressed, or when actually received or refused by the addressee, whichever occurs first.

The Company or the Customer shall advise the other party of any changes to the addresses
designated for notices, other communications or billing, by following the procedures for giving
notice set forth herein, or as may be required in an ICB,

Issued: Effective:
Issued by: Bruce A. White, Secretary

NextGen Communications, Inc,
275 West Street — Suite 400 Annapolis, MD 21401

DB(4/837404,6002/2987138.1 Wpid
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SECTION 3. SERVICE OFFERINGS AND FEATURES
3.1. Description of Services
1. Enhanced Universal Emergency Number Service (E9-1-1 Service)

a. Enhanced Emergency Number Service, also referred to as E9-1-1, is a telephone
communication service whereby one or more Public Safety Answering Points (PSAP)
designated by the local 9-1-1 authority may receive telephone calls dialed to the telephone
number 9-1-1. Traditional E9-1-1 Service has typically included lines and equipment within
one telephone company exchange and/or area served by a Mobile Telephone Switching
Office, which could be connected to fines and equipment in another telephone company
exchange to permit answering, transferring and dispatching of public emergency telephone
9-1-1 calls originated by persons within the same serving area.

However, E9-1-1 Service may become more decentralized insofar that no single company
may provide all of the E9-1-1 hardware, software, or features. The use of twisted pair
telephone “lines” is becoming obsolete, replaced by broadband IP connectivity via cable or
DSL or other dedicated IP networks. The Company anticipates that different companies
shall provide the TP E9-1-1 infrastructure, while other companies provide the E9-1-1 content,
features, and functions. This tariff identifies the rules, regulations, and prices that shall
govern the Company’s offering of the E9-1-1 features and functions.

b. Enhanced 9-1-1 Service is offered subject to availability of IP broadband facilities.
¢. The E9-1-1 customer may be:

(1) A municipality or other state or local governmental unit, or an authorized agent of
one or more municipalities or other state or local governmental units to whom
authority has been lawfully delegated. The customer must be legally authorized to
subscribe to the service and have public safety responsibility by law to respond to
telephone calls from the public for emergency police, fire or other emergency
services within the telephone areas arranged for 9-1-1 calling.

(2) A private telecommunications provider of LEC, CLEC, wireless, or VoIP service
with an obligation to route emergency 9-1-1 calls to the appropriate PSAP.

(3) A private enterprise with a PBX telephone system with a desire and appropriate
state and/or federal authority to route emergency calls to the appropriate PSAP,

[ssued: Effective:
Issued by: Bruce A. White, Secretary
NextGen Communications, g,

275 West Street — Suite 400 Annapolis, MD 21401
DB04/837404.0002/2987138.1 WP14
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SECTION 3. SERVICE OFFERINGS AND FEATURES, CONTINUED
Private Switch/Automatic Location [dentification Service

The Private Branch Exchange (PBX) switch located on a customer's premises sends Automatic
Number Identification information to an Enhanced 9-1-1 (E9-1-1) Control Office or the
Company’s E9-1-1 Call Routing Device from individual PBX stations for the purpose of
providing site or station location information on an E9-1-1 call, or for selectively routing that call
to the appropriate Public Safety Answering Point (PSAP). A PS/Location Database also is
available to Centrex/CENTRON or VoIP enterprise customers who wish to provide the E9-1-1
system with more specific location and routing information. These are the only intended uses for
this service.

E9-1-1 Call Routing Device Service

The E9-1-1 Call Routing Device service will comnect local telecommunications or VoIP
switches via IP and will route the calls to one or more PSAPs via IP or circuit switched
technology as required by the PSAP.

Location Database Service

The Company Location Database will provide the 9-1-1- caller’s name, address, phone
number, and location (if available) to the PSAP via IP simultaneously with the voice call as it
is routed via the [P Call Routing Device. As other content becomes available, the Company
will provide such content, For legacy PSAPs with traditional ALI requirements, the
Company will provide appropriate connectivity to the Company Location Database. The
Company will provide access for authorized users to update Location Database data.

5. Terms and Conditions

a. These services are limited to the use of the central office, VoIP, or mobile telephone
switching office telephone number, 9-1-1, as the universal emergency telephone number,
The Company does not provide the telephone number or dial tone. These services will be
provided by the telecommunications carrier.

b. The 9-1-1 emergency telephone number is not intended as a replacement for the
telephone service of the various public safety agencies which participate in the use of
this number. The public safety agencies will subscribe to other telephone services as
provided in other tariffs/price lists of other providers,

¢. E9-1-1 Service is furnished to the customer only for the purpose of receiving reports
from the public of emergencies or similar events appropriate for action by a PSAP.

d. E9-1-1 Service provides a one-way incoming service to the appropriate PSAP.
Outgoing calls can only be made on a transfer basis or to reconnect a disconnected
incoming 9-1-1 call.
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SECTION 3, SERVICE OFFERINGS AND FEATURES, CONTINUED

e. E9-1-1 Service is provided solely for the benefit of the customer operating the PSAP, or
for the carrier providing telecommunications or data communications service to
individuals. The provision of the E9-1-1 Service by the Company shall not be
interpreted, construed, or regarded, either expressly or implied, as being for the benefit of
or creating any Company obligation toward any third person or legal entity other than the
customer(s). The Company does undertake to provide E9-1-1 services using facilities
obtained by the PSAP to enable the PSAPs personnel to respond to emergency calls on
the PSAPs premises. The PSAP is responsible for the provision and maintenance of
cable and wire facilities on the PSAPs side of the Demarcation Point.

f. Temporary suspension of service at reduced rate is not provided for any part of the
E9-1-1 Service,

g. E9-1-1 information consisting of the names, addresses, and telephone numbers of
telephone customers of carriers using Company service is confidential, This information
will be provided via Location Database data on a call-by-call basis only for the purpose
of responding to emergency calls.

h. The E9-1-1 calling party forfeits the privacy afforded by non-listed and non-published
service to the extent that the telephone number, address, and name associated with the
originating station location are furnished to the PSAP.

i. Defanit Routing will be provided in lieu of Selective Routing and ANI/ALI Display for
E9-1-1 systems served from central offices or mobile telephone switching offices not
equipped to transmit ANI,

j- The rates charged for E9-1-1 Service do not contemplate the inspection or 100 percent
constant monitoring of facilities to discover errors, defects, and malfunctions in the service,
nor does the Company undertake such responsibility. The customer shall make such
operational tests as, in the judgment of the customer(s), are required to determine whether
the system is functioning properly for its use. The customer(s) shall notify the Company
promptly in the event the system is not functioning properly.

I. Tt is the obligation of the E9-1-1 authority to make arrangements to handle all E9-1-1
calls that originate from telephones served by central offices in the local service area,
whether or not the calling telephone is situated on property within the geographical
boundaries of the E9-1-1 authority’s public safety jurisdiction.
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SECTION 3, SERVICE OFFERINGS AND FEATURES, CONTINUED

m. Applications for E9-1-1 Service must be executed in writing by each PSAP or 9-1-1
authority. If application for service is made by an agent, the Company must be provided in
writing with satisfactory proof of appointment of the agent by the customer.

n. The PSAP or 9-1-1 authority is required to furnish the Company its agreement to the
following terms and conditions. The PSAP or 9-1-1 authority will subscribe to or
provide telephone equipment with a capacity adequate to handle the number of
incoming E9-1-1 calls recommended by the Company. The PSAP or 9-1-1 authority is
to insure that PSAP premises equipment selected to operate E9-1-1 system features is
compatible with the service furnished by the Company. The PSAP or 9-1-1 authority is
responsible for the provision and maintenance of cable and wire facilities on the 9-1-1
authority's side of the Demarcation Point.

0. When the Selective Routing (or comparable) featore is provided, PSAP is responsible
for identifying primary and secondary PSAP locations and the unique combinations of
police, fire and ambulance or any other appropriate agencies responsible for providing
emergency service. The PSAP is responsible for identifying the E9-1-1 serving area
and for associating the Company-provided Emergency Service Numbers with the
street address ranges or other criteria for selective routing of calls. Legacy ESNs may
be used. ESNs will be carried in the Data Management System (DMS) or equivalent
to permit routing of 9-1-1 calls to the primary and secondary PSAPs responsible for
handling of calls from each telephone in the E9-1-1 serving area. The following terms
define the 9-1-1 authority's responsibility in providing this information.

(1) Initial and subsequent ESN assignments by street name, address range and area
or other mutually agreed upon routing criteria shall be furnished by the 9-1-1
authority to the Company prior to the effective date of service. If the PSAP has
legacy ESNSs assigned by previous E9-1-1 service providers, these ESNs may
be retained if the PSAP prefers.

(2) After establishment of service, it is the PSAP’s responsibility to continue to
verify the accuracy of routing information contained in the address file and to
advise the Company of any changes in street names, establishment of new
streets, changes in address numbers used on existing streets, closing and
abandonment of streets, changes in police, fire, ambulance or other appropriate
agencies, jurisdiction over any address, annexations and other changes in
municipal and county boundaries, incorporation of new cities or any other
matter that will affect the routing of E9-1-1 calls to the proper PSAP.

(3) The Company will provide; with reasonable frequency to the 9-1-1 authority,
upon request a complete electronic copy of the address file previously supplied
to the Company by the 9-1-1 aunthority to permit the 9-1-1 authority to verify
accuracy of the police, fire, and ambulance PSAP routing designation.
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SECTION 3. SERVICE OFFERINGS AND FEATURES, CONTINUED

(4) Changes, deletions, and additions which the PSAP desires to have made in the
address file should be submitted on an "as occurred” basis.

(5) The Company will furnish an electronic copy to the 9-1-1 authority for
verifications showing each change, deletion, and addition to the address file,

3.2. Private Switch/Location Database Service
1. Terms and Conditions
a. Private Switch/ Automatic Location Identification

(1) In a Private Switch/Location Database service application, the Private Branch
Exchange (PBX) owner/operator (or Centrex/similar service customer) must
meet the following requirements: Application for Private Switch/Location
Database Service must be executed in writing by each PBX customer. If
application for service is made by an agent, the Company must be provided in
writing with satisfactory proof of appointment of the agent by the customer.

(2) The customer will coordinate with the E9-1-1 Public Jurisdiction to ensure that
area boundaries are identified and that any required additions or modifications to
the Master Location Validation System are provided to the Company.

(3) The customer will provide full local Automatic Number Identification (ANI) for
every station within the PBX. The information must be approved by the
Company prior to implementation to ensure that no conflict exists between the
PBX's numbering plan and the numbering plans of other PBXs or
telecommunications carriers.

(4) ANI multi-frequency signaling must conform to the specifications
established by the Company.

(5) The customer must create, maintain and forward to the Company, current
telephone number and address data in the format and time intervals negotiated
between the Company and the customer.

(6) The PBX must be connected to the E9-1-1 Cali Routing Device office via IP
circuits. The PBX must route 9-1-1 calls fo the IP 9-1-1 facilities without
overflowing to any other access facility. The Company recommends the enterprise
customer order or maintains diverse IP connectivity to provide redundancy to the
system,
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SECTION 3. SERVICE OFFERINGS AND FEATURES, CONTINUED

(7) The enterprise customer must develop and implement procedures to prevent the
unauthorized or illegal use of Private Switch/Location Database trunks. These
dedicated trunks may not be used for any purpose other than 9-1-1,

(8) The customer must use personal computer hardware and software (or PC
equivalent hardware and software) for ongoing customer record update
programs and processes that conform to specifications established by the
Company.

b. Diversification and Redundancy

Customers can request diversification and redundancy of any or all IP facility routes.- These
IP facilities shall be provided by the appropriate ISP selected by the customer(s).
Additional charges for such service utilizing the facilities, or the construction and
provisioning thereof, will be the responsibility of the customer and will be assessed by the
ISP.

3.3, E9-1-1 Trunis

1. E9-1-1 Trunks are high speed broadband IP or equivalent data-only circuits which:

.

Originate from the Company Call Routing Device and terminate at PSAP premises demarcation;
or

Originate from the local exchange carrier end office (LEC or CLEC) and terminate at the
Company E9-1-1 Call Routing Device; or

Originate from the mobile telephone switching office and terminate at the Company E9-1-1 Call
Routing Device; or

Originate from any VolP Service Provider softswitch and terininate at the Company E9-1-1 Call
Routing Device; or

Originate from any enterprise VoIP PBX softswitch and terminate at the Company E9-1-1 Call
Routing Device; or

Originate from any Emergency Services Gateway and terminate at the Company E9-1-1 Call
Routing Device

2. The E9-1-1 Trunks are provided for the purpose of transporting only E9-1-1 traffic
information.

3. E9-1-1 traffic from various enterprises, LECs, CLECs, mobile switching centers, and/or
ESGWs may be combined on a single IP circuit.
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SECTION 3, SERVICE OFFERINGS AND FEATURES, CONTINUED
3.4, L£9-1-1 Call Routing Device
The E9-1-1 Call Routing Device will be able to provide two services:
1. Aggregation

The Call Routing Device can aggregate E9-1-1 calls originating from multiple sources in multiple
9-1-1 jurisdictions into IP circuits that terminate at the appropriate PSAPs demarcation point. The
PSAP does not need to designate or arrange for the connectivity between the local
telecommunications carrier(s) to the Call Routing Device, or from the Call Routing Device to the
customer premises demarcation point. The PSAP or 9-1-1 authority is obligated to acquire
connectivity to the IP network.

2. Alternate Routing

It is the customer's responsibility to designate the alternate location if traffic is to be
routed to a secondary PSAP.

3.5, Automatic Number Identification (ANI)

Automatic Number Identification (ANI) is the feature by which the telephone number or other related
routing (pANI) number associated with an inbound 9 -1-1 caller is received by the Company and
passed on to the proper PSAP. The ANI is also used to determine the proper PSAP to receive the
inbound call.

3.6. ALI Management Service
1. MSAG Management

The Company provides a data management and administration tool that automates the
viewing and communication of updates, insertions, and deletions to the MSAG
database.

2. MSAG Build Services
The Company acts as the facilitator with the addressing authority in the creation and
maintenance of the MSAG utilizing recognized National Emergency Number
Association (NENA) standards,

3. Subscriber Record Management
Subscriber Record Management is the collection of service order records from

Telephone Service Providers (TSPs), validation of those records against the
MSAG, and storage of the records for the generation of the ALI database.
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SECTION 3, SERVICE OFFERINGS AND FEATURES, CONTINUED
4, ALI Database Updates

After processing and validating subscriber record updates, the Company posts ALI
records for call routing and for retrieval and display by the PSAP during 9-1-1 calls.

5. ANVALI Discrepancy Resolution
An ANVALI discrepancy occurs when an ALI record delivered to a PSAP does not match the

information of the caller. The Company will investigate ANI/ALI discrepancy reports and refer
each discrepancy to the respective TSP for resolution,
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SECTION 4, RATES, CHARGES, AND CONDITIONS OF SERVICE

Tariff Price Tariff Price

Feature Non-Recurring Fee Recurring Fee
Private Switch/Automatic Location Identification ICB ICB
Service

E911 Call Routing Device Service ICB ICB
Selective Routing (data) 1ICB ICB
Location Database Service ICB ICB
Master Location Validation System Management ICB ICB
Administer Pseudo ANI (per record) ICB ICB
E911 Trunks ICB ICB
Automatic Number Identification (AND) ICB ICB
ALI Management Service ICB ICB

4,1, Rates By Individual Contract Basis (ICB)

In lieu of the rates otherwise set forth in this tariff, rates and charges, including minimum usage,
installation, and recurting charges for the Company’s services may be established at negotiated rates on an
individual contract basis (ICB), taking into account the nafure of the facilities and services, the costs of
construction and operation, the volume of traffic, the length of service commitment by the Customer, and
use of facilities by other customers. Such arrangements shall be considered Special Pricing Arrangements,
the terms of which will be set forth in individual Customer contracts. However, unless otherwise specified,
the terms, conditions, obligation and regulation set forth in this tariff shall be incorporated into, and become
a part of, said contract, and shall be binding on the Company and the Customer. Specialized rates or
charges will be made available to similarly situated customers on a non-discriminatory basis. The
Company reserves the right to protection from public disclosure of proprietary information contained in
such contracts as allowed under law. '

In addition to the charges specifically for the customer’s services, there may be additional surcharges as
mandated by the Missouri Public Service Commission, other Missouri anthorities, and / or the Federal
Communications Conunission. The customer is hereby notified that these fees, as applicable, will be added
to the customer’s bill and that the rates may change periodically. No prior notice of any change will be
provided to the customer. The then-current surcharge rate will be applied to the customer’s bill even if this
tariff has not been updated.
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SECTION 4. RATES, CHARGES, AND CONDITIONS OF SERVICE, CONTINUED
4.2. Application for Service
1. Requests for this service:
a. can only be initiated by a 9-1-1 customer, a PSAP, or authorized state agency;
b. must be provided to the Company in writing; and
c. must identify service locations and arrangements,
2, Customer Obligations

a. The Customer is responsible for making proper application for service; placing any necessary
order, complying with tariff regulations; and payment of charges for services provided.

b. Specific Customer responsibilities include, but are not limited to the following:
(1) the payment of all applicable charges pursuant to this tariff or an ICB;

(2) damage to or loss of Company facilities or equipment caused by the acts or omissions
of the Customer; or the noncompliance by the Customer, with these regulations; or by fire
or theft or other casualty on the Customer Premises, unless caused by the negligence or
willful misconduct of the employees or agents of the Company;

(3) providing at no charge, as specified from time to time by the Company, any needed
personnel, equipment space and power to operate Company facilities and equipment
installed on the premises of the Customer, and the level of heating and air conditioning
necessary to maintain the proper operating environment on such premises;

{4) obtaining, maintaining, and otherwise having full responsibility for all rights-of-way
and conduits necessary for installation of communications cable and associated equipment
used to provide services to the Customer from the cable building entrance or property line
to the location of the equipment space described herein;

(5) any and all costs associated with obtaining and maintaining the rights-of-way
described herein, including the costs of altering the structure to permit installation of the
Company-provided facilities, shall be borne entirely by, or may be charged by the
Company to, the Customer (the Company may require the Customer to demonstrate its
compliance with this section prior to accepting an order for service);
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(6) providing a safe place to work and complying with all laws and regulations regarding
the working conditions on the premises at which Company employees and agents shall be
installing or maintaining Company facilities and equipment, The Customer may be
required to install and maintain Company facilities and equipment within a hazardous area
if, in the Company opinion, injury or damage to Company employees or property might
result from instalfation or maintenance by the Company. The Customer shall be
responsible for identifying, monitoring, removing and disposing of any hazardous material
(e.g. asbestos) prior to any construction or installation work;

{7) complying with all laws and regulations applicable to, and obtaining all consents,
approvals, licenses and permits as may be required with respect to, the location of
Company facilities and equipment in any Customer premises or the rights-of-way for
which Customer is responsible under this tariff, and granting or obtaining permission for
Company agents or employees to enter the premises of the Customer at any time for the
purpose of installing, inspecting, maintaining, repairing, or upon termination of service as
stated herein, removing the facilities or equipment of the Company; and

(8) not creating, or allowing to be placed, any liens or other encumbrances on Company
equipment or facilities.

Customer will comply with all applicable provisions of this tariff and/or an ICB.

The telecommunications service provider will create, maintain, and forward fo the Company
current telephone number(s) and address data according to the format and procedures specified by
the Company.

The PSAP must develop and implement procedures to prevent the unauthorized or illegal use of
Company Next Gen 9-1-1 services. These dedicated facilities may not be used for any purpose
other than for 9-1-1 service.

The PSAP must use computer hardware and software for ongoing Private Switch End User
(PSEU) record update programs and processes that conform to the specifications outlined by the
Company.

PS/ALI Service information consisting of the name, address, and telephone number of PSEUs is
confidential. The 9-1-1 customer agrees to use such information only for the purpose of
responding fo emergency calls,

The PSEU forfeits the privacy afforded by non-listed and non-published service to the extent that
the telephone nunber, the address, and name associated with the originating station location are
furnished to the PSAP and to the Company. The PSEU (published and non-published) consents to
the storage and retention of PSEU name, telephone number, and address in the data base and also
consents to access to this information by the PSAP for the sole purpose of responding to an
emergency call.
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i. Cancellation of the service in whole or in part by the 9-1-1 customer prior to establishment
thereof, will require payment to the Company of an amount equal to the cost of engineering,
manufacturers’ billings resulting from equipment orders, installation, assembly, labor, cost of
removal and any other costs incuired by the Company up to the time of cancellation resulting
from the 9-1-1 customer’s order for service, This requirement may be superseded by an explicit
Cancellation Clause in the ICB contract with the customer.

J.  Temporary suspension of service at the request of the customer, either partial or complete, is not
applicable.

4,3, Contracts

Due to the special and limited nature of the services offered by the Company, all services not defined in
this tariff and/or as required by the customer will be provided for in an ICB between the Company and the
customer,

4.4, Special Information Required on Forms

Due fo the special and limited nature of the services offered by the Company, and the requirement that the
customer be a carrier or a governmental agency, any special information required of the customer will be
provided for in an ICB between the Company and the customer.,

4,5, Establishment and Reestablishment of Credit

Due to the special and limited nature of the services offered by the Company, and the requirement that the

customer be a carrier or a governmental agency, all credit requirements of the customer will be provided
for in an ICB between the Company and the customer.

4.6. Deposits

Due to the special and limited nature of the services offered by the Company, and the requirement that the
customer be a carrier or a governmental agency, all deposit requirements of the customer will be provided
for in an ICB between the Company and the customer.

4.7. Notices in ICB

Due to the special and limited nature of the services offered by the Company, and the requirement that the
customer be a carrier or a governmental agency, all notice requirements between the customer and the
Company may also be provided for in an ICB between the Company and the customer.

4.8, Issuance and Payment of Bills

Due to the special and limited nature of the services offered by the Company, and the requirement that the
customer be a carrier or a governmental agency, all billing procedures between the customer and the

Issued: Effective:
Issued by: Bruce A. White, Secretary
NextGen Communications, Inc.

275 West Street — Suite 400 Annapolis, MD 21401
DE04/837404.0002/2987138.1 WP14



NextGen Communications, Inc. (NextGen) Tariff No. 1
Original — Page 25
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Company wiil be provided for in an ICB between the Company and the customer,
4.9. Discontinuance and Restoration of Service
Due to the special and limited nature of the services offered by the Company, and the requirement that the
customer be a carrier or a governmental agency, all ferms and conditions for the discontinuance and/or
restoration of service will be provided for in an ICB between the Company and the customer.
4.10. Information on Services and Promotional Offerings
Due to the special and limited nature of the services offered by the Company, the requirement that the
customer be a carrier or a governmental agency, the Company does not anticipate that it will offer any
promotional offerings.
4.11. Temporary Service
Due to the special and limited nature of the services offered by the Company, and the requirement that the
customer be a carrier or a governmental agency, all temporary service needs between the customer and the
Company will be provided for in an ICB between the Company and the customer.
4,12, Continuity of Service
Due to the special and limited natuie of the services offered by the Company, and the requirement that the
customer be a carrier or a governmental agency, all determinations of interruptions of service, notice to the
customer, and apportionment of available services between the customer and the Company will be provided
for in an ICB between the Company and the customer.
4,13, Extension of Lines and Mains
Not applicable to the Company.
4.14, Facilities on Customers' Premises and Service Connections
Due to the special and limited nature of the services offered by the Company, and the requirement that the
customer be a carrier or a governmental agency, all procedures regarding the installation of the services,

and the respective rights of the Company and the customer regarding access to the customer’s premises will
be provided for in an ICB between the Company and the customer.
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SECTION 5. SERVICE AREAS
5.1, Service Areas

NextGen proposes to provide service in the entire State of Missouri.
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