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By UNITED PARCEL SERVICE

Mr. William Bullard, Jr.

South Dakota Public Utilities Commission
State Capitol Building

500 East Capitol Avenue

Pierre, South Dakota 57501-5070

Re:  Application of WorldCom, Inc., MFS Intelenet of South Dakota, Inc. and
WorldCom Technologies, Inc.

Dear Mr. Bullard:

Enclosed for filing with the South Dakota Public Utilities Commission please find an
original and 10 copies of the Application of WorldCom, Inc., MFS Intelenet of South
Dakota, Inc. and WorldCom Technologies, Inc. for authority to reorganize their corporate
relationship and operations and (o complete a series of transactions related thereto. Enclosed
please also find a check in the amount of $250.00 for the filing fee, a duplicate of this filing
and a scif-addressed stamped envelope. Please date-stamp the duplicate upon receipt and
return it in the envelope provided

Please do not hesitate 10 contact me at (202) 955-9883 if you have any questions.

"""-*? truly yours, ——

)
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/' / Maricann Z. Machi |
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ORIGINAL

Before the
STATE OF SOUTH DAKOTA
PUBLIC UTILITIES COMMISSION
Application of UTigi,.

WorLDCoM, Inc., MFS INTELENET
OF SOUTH DAKOTA, INC. and
WorLDCoMm TECHNOLOGIES, INC.

Docket No.

For Authority to Reorganize
and For Related Transactions

i -

APPLICATION

WorldCom, Inc. (*WorldCom™), MFS Intelenet of South Dak ota, Inc. (*"MFS of
South Dakota™), MFS Communications Company, Inc. ("MFSCC®). MFS Network
Technologies, Inc. ("MFS NT") and WorldCom Technologies, Inc. (*WorldCom
Technologies®),' by their attorneys and pursuant to the statutes, rules and regulations of the
South Dakota Public Utilities Commission (*Commission®) respectfully request authority to
reorganize their corporate structure and operations and to complete a series of transactions
related thereto. As described below, the Applicants specifically seck authonty to:

(1) transfer control of WorldCom Technologies from MES NT to MESCC:

(2)  transfer all of WorldCom's operating authority in South Dakota to WorldCom
Technologies;

(3)  transfer all of WorldCom's assets related to its regulated operations in South
Dakota to WorldCom Technologies;

' WorldCom Technologies, the parent company of MFS of South Dakota, was formerly known as MFS
Intelemet, Inc. A chant depicting the existing ovenall organizational structure of the WorldCom companies
related 10 its provision of service in South Dakota 1s appended hereto as Attachment A
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(4)  merge MFS of South Dakota with and into its exisling corporate parent,
WorldCom Technologies (WorldCom Technologies will be the surviving
entity); and

(5)  transfer all of MFS of South Dakota’s operating authonity 10 provide
telecommunications services in South Dakota to WorldCom Technologies.

As a result of the Applicants’ proposed transactions, MFS of South Dakota will cease
to exist and WorldCom will become a holding company. Thus, WorldCom Technologies
will be one of the primary operating entities of the WorldCom family of companies in South
Dakota.’

In support of their Application, the Applicants provide the following information:

1. THE APPLICANTS

WorldCom, with its subsidianes, is one of the largest and most innovative
telecommunications companies in the United States. providing telecommunications services 1o
business, government, other telecommunications companics and residential customers through
its network of fiber optic cables, digital microwave, and fixed and transportable satellite
carth stations. As a result of its recent acquisition of MFSCC, of which the Commission
Was given nolice pursuant to letter dated September 6, 1996, WorldCom is the first major
telecommunications company with the capability to provide its customers with high-quality
local, long distance, Internet, data and international communications services over its own
transmission facilities. With service to points around the world, the WorldCom companies’

telecommunications products and services include: swilched and dedicated long distance and

Importantly, the Applicants note that only the entities described herein are being consolidated and
reorganiied at this time. Therefore, after the proposedd transactions are completed, other sffiliated entities that
currently hold Certificates of Authority to provide iclecommunications services i South Dakota will continue to
operale. See Attachment A.

5
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local products, 800 services, calling cards, domestic and international private lines,
broadband data services, debit cards, conference calling, advanced billing systems, enhanced
fax and data connections, local access to ATM-based backbone service and interconnection
via Network Access Points to Internet service providers

WorldCom itself is a publicly-held Georgia corporation whose principal offices are
located at 515 East Amite Street, Jackson, Mississippi 39201. WorldCom is the ultimate
corporate parent of the entire WorldCom family of companies, including MFS of South
Dakota and WorldCom Technologies. WorldCom is authorized 1o provide
telecommunications services in 48 states, including South Dakota.

As illustrated by the organizational chart appended herv'o as Attachment A,
WoridCom Technologies (formerly known as MFS Intelenet, Inc.), a Delaware corporation,
15 one of two intermediate subsidianes between MFSCC and MFS of South Dakota.
WorldCom Technologies currently functions as a holding company uid does not directly
provide telecommunications services in any state.' However, WorldCom Technologies
provides interexchange service in 49 states through 49 separate operaling subsidiaries, 24 of

which are also authorized 10 provide local exchange service.

MEFS of South Dakota is a wholly-owned subsidiary of WorldCom Fechnologies that
provides telecommunications services directly 1o the public in South Dakota, MFS of South
Dakota provides a full range of interexchange services in South Dakota. MFES of South

Dakota received its authority to operate as a telecommunic.itions service provider in South

' WorldCom Techn logies is in the pricess of hecoming qualified to transact busisess in South Dakota as
a foreign corporstion. A copy of WorldCom Technologies' qualifying document will be forwarded 1o the
Commissson as sooa as it 15 available.




: Dakota on August |, 1994 in Docket No. TC94-042 and on April 15, 1997 in Docket No.

TC97-019,

II. DESIGNATED CONTACTS

The designated contacts for purposes of this Application are;

Brad E. Mutschelknaus

Marneann Z. Machida

KELLEY DRYE & WARREN LLP
v 1200 19th Street, N.W.

Suite 500

Washington, D.C, 20036

{202) 955-9600

Copies of all correspondence, notices, inquiries and orders should also be sent to:

Mark Argenbright Pamela Robinson

Senio: Manager, Regulatory Analysis Manager, Regulatory Affairs
WorLDCoM, INC. WorLDComM, INC.

515 East Amite Strect 1705 8. Capital of Texas Highway
Jackson, Mississippi 39201 Suite 100

Austin, Texas 78746

IIl. REQUEST FOR APPROVAL OF PRO FORMA TRANSFER OF CONTROL

As depicied on the organizational chart appended herelo as Attachment A, WorldCom
Technologies is presently a wholly-owned subsidiary of MFS NT. MFS NT is a non-
regulated entity that operates as a holding company and service integrator.

Aspect 1 of the overall corporale reorganization involves removing MFS NT from the
chain of corporate ownership of WorldCom Technologies by transferring control of

WorldCom Technologies to MFSCC, which is presently MES NT's corporate parent. Thus,

MFS NT will be shifted down one level while WorldCom Technologies will be shifted up




one level.* MFS NT will become an affiliate of WorldCom Technologies, and MFSCC
will become WorldCom Technologies's direct corporate parent.’

To the extent required, the Applicants respectfully request that the Commission
approve the pro forma transfer of control of WorldCom Technologies 10 MFSCC.”
IV. REQUEST FOR AUTHORITY TO TRANSFER WORLDCOM'S CERTIFICATE OF

AUTHORITY AND ASSETS T0O WORLDCOM TECHNOLOGIES

Aspect 11 of the proposed reorganization involves the transfer of WorldCom's
Centificate of Authority and telecommunications-related assets to WorldCom Technologies.”
After the transfer, WorldCom will cease 10 provide telecommunications services o
consumers in South Dakota and will function exclusively as a holding company. WorldCom
Technologies will assume WorldCom's operations and will provide telecommunications
services to WorldCom's customers in South Dakota.

The proposed "roll-down™ of WorldCom's operations 0 WorldCom Technologies will
have no adverse impact on consumers in South Dakota. WorldCom Technologies will file a
new tariff that will incorporate all of WorldCom's existing services into its tanff at the same
rates, terms and conditions as are currently available, The impact of the “roll down”™ on

consumers in South Dakota will be negligible because WorldCom Technologies will serve

*  Importantly, the Applicants note that the changes described heresn will affect a number of WorldCom
companies which are pot named herein because they are not regulated by the Commusuon. One such entity i
MFS Transportation Sysiems, Inc., a construction company thal 15 a whally <ovned submidiary of MFS NT

Y Ser Attachments B and C.

*  The pro forma transfer of control of WorldCom Technologies s contingent upon recespt of & favorable
poivate letter ruling from the Internal Revenue Service (TIRS™). 1l the Applicanis do not receive a favorable
private letter ruling from the IRS, they may withdraw their request for approval of the pro forma transfer of
control of WorldCom Technologies to MFSCC. The Applicants will advise the Commission of thewr final plans

A O Ee pn\uhh:

Ser Attachment D.




WorldCom's current customers using the same network, billing systems and customer service
operations that WorldCom uses pursuant to identical tariife. Thus, WorldCom’s customers
will continue to receive high quality services, at the same rates and under the same terms and
conditions.

To the extent required, the Applicants respectfully request that the Commission
authorize the transfer of WorldCom's Certificate of Authority and assets 1o WorldCom
Technologies.”

Y. REQUEST FOR AUTHORITY TO MERGE MFS oF SoutH DAKoTA AND WORLDCOM

TECHNOLOGIES

Aspect [11 of the proposed reorganization entails the merger of MFS of South Dakota
with and into WorldCom Technologies.® MFS of South Dakota’s Certificate of Authority to
provide local and long distance services within the Stute of South Dakota will be transferred
to WorldCom Technologies, as will all of MFS of South Dakota's assets. Afler the merger,
MFS of S.uth Dakota will cease 10 exist and all of its customers will be served by
WorldCom Technologies pursuant to contracts and tariffs that offer all of the services offered
by MFS of South Dakota, at the same rates, terms and conditions as are currently available.
WorldCom Technologies will file a new wanff that will incorporate such services, rates,
terms and conditions.

The merger 1s strctly pro forma and will have no direct impact on consumers in

South Dakota. WorldCom Technologies and MFS of South Dakota are managed by the same

If the Commusuon defermancs that it s pot appropnade o transfer WorldCom's Certificate of Authonty
10 WorldCom Technologies, the Applicants respectfully request that the Commussion grant & new Certificate of
Authonty to WorldCom Techn |1u|'|.r\ suthi winng il 1o provide the full range of services that WorldCom
-"lﬂ'l‘tnlly 1= authonzed o pﬂl\l\k and thercafier cancel WorldCom™s Cerluficate of Authonty

*  See Altachmeni E




team of experienced telecommunications personnel, and day-to-day operations will continue
to function as they have in the past. Customer service functions will be provided by the
same team of qualified consumer representatives.  Affected customers will be given
appropnate and adequate notice of the change in the name of their telecommunications
service provider.'"" Moreover, other than the pro forma transfer of control of WorldCom
Technologies from MFS NT to MFSCC, there will be no change in the ownership or control
of WorldCom Technologies and its business plan and operations in South Dakota will not be
affected. Thus, service will continue to be provided using the same network, billing systems
and customer service operations as are used by MFS of South Dakota.

To the extent required, the Applicants respectfully request that the Commission
authorize them to merge MFS of South Dakota with and into WorldCom Technologies and 1o

transfer MFS of South Dakota's Certificate of Authority to WorldCom Technologies. "

VI.  Tawrirs

In order to complete the overall transition, WorldCom Technologies will file a new
tani ff that incorporates all of the services currently offered by both WorldCom and MFS of
South Dakota as well as the rates, terms and conditions that are currently available. Upon
approval of WorldCom Technologics's tariff, WorldCom and MFS of South Dakota will

withdraw their existing tariffs and will cease to offer service to customers in South Dakota.

=

A copy of the customer notice will be provided to the Commussion upon reguest

" 1f the Commussion determines that it is not appropriste to transfer MFS of South Dakaota’s Certificate of
Authonity o WorldCom Technologies, the Applicants respectfully request that the Commussion grant a new
Certificate of Authonty to WorldCom Technologies authorizing it to provide the full range of services that MFS

of South Dakota currently is authonzed 1o provide and thereafter cancel MFS of South Dakota's Certificate of
Authornty

o,
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VII. SUMMARY OF TRANSACTIONS

Pursuant to the proposed reorganization, the Applicants wili be engaging in a series of
transactions all of which are designed to consolidate operations in a way that simplifies
regulatory oversight and corporate administration. WorldCom Technologies will become one
of the WorldCoin companies’ primary Operating entities, and every iransaction proposed
herein is designed to set up WorldCom Technologies in that role with all of the necessary
operational assets as well as the state and federal authonty required to provide intrastate,
interstate and international telecommunications services nationwide.

The first aspect of the reorganization as described herein involves a pro forma
transfer of control of WorldCom Technologies from MFS NT to MESCC. MEFSCC will
become the direct parent company of WorldCom Technologies.

The second aspect involves the “roll down™ of WorldCom’s telecommunications
operations and assets, including relevant operating authority, to WorldCom Technologies.
Appropniate anff filings will be made and WorldCom will cease o provide
telecommunications services in South Dakota.

The third aspect of the reorganization involves the *roll up® of MFS of South Dakota
by merging MFS of South Dakota with and into WorldCom Technologies. WorldCom
Technologres will be the surviving entity, holding ail of MFS of South Dakota's assets and
Operating authonity. WorldCom Technologies will incorporate all of MFS of South Dakota's
Scrvices, rates, terms and conditions nto its new tariff and MFS of South Dakota will cease
o provide telecommunications services,

WorldCom and MFS of South Dakota will withdraw their existing tariffs upon

completion of the reorganization and approval of WorldCom T echnologies's tanff,




The corporate structure resulting from this series of transactions is depicted on

Attachment F hereto. The Applicants request that the Commission grant any and all

authority required to accomplish this reorganization.

Y. PuBLIC INTEREST ANALYSIS

WorldCom’s extraordinary growth has been fueled by the acquisition over time of
nearly 100 companies, including more than 75 telecommunications services providers. An
already complex corporate structure was further complicated by the azquisition of MFSCC
and its operating subsidiaries at the end of 1996, which added over 50 regulated corporations
to the WorldCom family of companies. This circumstance has created an unwieldy web of
intercorporate relationships, and a confusing patchwork of regulatory authority, The
resulting complexity has made administration unnecessarily burdensome for both WorldCom
and the regulatory agencies that regulate it. By reorganizing into a single holding company
with far fewer regulated subsidianes, WorldCom hopes to simplify its managenal tasks as
well as the burden on regulators.  The consolidation also wil' enable the WorldCom
companics 10 operate more efficiently and effectively by eliminating a number of redundant
admmistrative functions. By becoming more efficient, WorldCom will be positioned 10
become an even more effective competitor in the market for lelecosmmunications seTvices in

South Dakota

-g.



WHEREFORE, the Applicants respectfully request that the Commission grant them
authority 1o reorganize as described herein and any other authority that the Commission may
deem proper to grant,

Respectfully submitted,
WorLpCom, INC.,

MFS INTELENET OF SOUTH DAKOTA, INC,
and WoRrLDCOM TECHNOVOGIES, INC.

Brad E. Mutschelknaus
Maricann Z. Machida

KELLEY DRYE & WARREN LLP
1200 19th Street, N.W.

Suite SO0

Washington, D.C. 20036

(202) 955-9600

Their Attorneys

Dated: Junc 24, 1997

= (1




VERIFICATION

I am authorized to represent WorldCom, Inc. and each of its subsidiaries, and to
make this verification on their behalf. The statements in the foregoing document are true
of my own knowledge, except as to matters which are herein stated on information and
bellel, and as to those matters, I believe them to be true, 1 declare under penalty of
perjury that the foregoing is true and correct.

-~
B'l':rf_’/.

NAME:__Scott D, Sullivan

TITLE: _ Secretary

DATE: _ Junel 3, 1997

Sworn and subscribed to

before me this !3&

day of Jupe, 1997,

MNotary Public'

Wy Commission Expiree
v 16 1900
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South Dakoeta Corporate Structure
Pre-Reorganization

*Companies designated in “pink" will be affected by this application




ATTACHMENT B




South Dakota Corporate Structure
Post Pro Forma Transfer of Contro!
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South Dakota Corporate Structure
Post Reorganization
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renlipa TELECOMMUNICATIONS SERVICE FILINGS

Public Unlities Commussion
State CJPITHI 500 F L:;lpi‘lﬂl Thewe are the lelecomununic ations service Rilings that The Commission has received o the pedod of

Pierre, SD 575015070 06/20/97 through 06/26/97

Phone: (800) 332-1782 I you need & complete copy of a Ming fared, overnight srpresssd, of mailed 10 you, please contact Delsne Molbo sdhun five days of has Rling
Fax: (605) 773-1809
DOCKETY DATE INTERVENTION
NUMBER TITLE/STAFFISYNOPSIS FILED DEADLINE

REQUEST FOR CERTIFICATE OF AUTHORITY

Applicaton Ly Call Plus, Inc_for a Certificate of Authortty to operale as a lelecommunicatons company within the state of South

TCE7-106 | Dakota (Staft TS/CCH) “Applicant is a switchless reseller which intends to offer 1+ derect dabng. 800 toll free and travel card | 082097 07187
senace (nol prepad calling cards) through the resale of telephone services prowded by lacilibes-based inteiexchange carmers
Apphcaton by MFS Network Technologes, Inc. for a Certficate of Authorty to operate as a telecommunicabions cormpany within 0B25G7 071157

TCo7-110 the state of South Dakota. (Staft: DXTZ)

Apphcaton by Z-Tel, Inc. for a Certificale of Authomty to operate as a lelecommunicaions company within the stale of South
TCe7-111 | Dakota (Staft. TS/TZ) Applicant seeks authonty to provide MTS, oul-WATS, in-WATS, and caling card serices. Applicant | 08259 0
does not intend to provide operalor senices, B00 or 700 senices

Application by CapRock Communicabions Corp. for a Certificate of Authonty to operate as a lelecommunicabons company
TCH7-112 | wathin the stale of South Dakota, (Statt. TS/TZ) Applicant seeks authonty to prowde Message Toll Servce, incoming 800, | 082567 Q71147
Travel Card and Prepaxd Calling Card senvices

REQUEST FOR ELIGIBLE TELECOMMUNICATIONS COMPANY STATUS

Fath Municipal Telephone Company pursuantto 47 U S C 214{e) and 47 CFR 54 201 hereby seeks designabion as an ehbgbie
telecommunicabons carrier within the local exchange areas that constitute s service area in South Dakota Faith Muricipal
TC87.108 | Telephone Company is the faciities-based local exchange camer presently prowding local exchange lelecommunications | 082397 o7ne?
sendces in the following exchange: Fagh (967). Fath Murecipal Telephone Company, 1o its knowledge, is the only carner loday
prowvading local exchange telecommunications senaces in the above idenbfied rxchange areas (Staft HBXC)

Armour Independent Telephone Company pursuant to 47 US.C 214(e) and 47 CFR 54 201 hereby seeks desgnabon as an
ehgible telecommunications carrier within the local exchange areas thal constitute its senvice area in South Dakota  Armour
Independen! Telephone Company is the facites-based local exchange camer presently prowding local exchange 062697 B BT
lelacommurn«cations senices in the foliowing exchange: Armour (724). Armour independent Telephone Company, to s i ¥
knowledge. s the only carner today providing lecal exchange telecommumcations sefaces in the above dentfied exchange
areas (Statf HB/CH)

TC87-113

PAGE 1 OF 2




Bridgowater-Canistota Independent Telephone Company pursuant to 47 US C. 214(e) and 47 CFR 54 201 hereby seaks
designaton as an ebgible telecommunicabions carrier within the local exchange areas thal constiute s serace afea in South
Dakota. Bridgewater-Canistota Independent Telephone Company s the facilibes-based local exchange catner presenily 06
providing local exchange telecommunicabons semaces in the lollowing exchanges. Bndgewater (729) and Canstola (298) v
Bndgewalter-Canstota Independent Telephone Company, lo its knowledge, is the only carmer loday providing local exchange
lelecommunicabons senicos in the above entified exchange ateas (Slaft HB'CH)

07/11%

»d
]
“\

TCOT-114

Umian Telephone Company pursuant o 47 US C 214(e) and 47 CFR 54 201 hereby seeks dewqgnation as an algible
telecommunicabons camer within the local exchange areas tha! - msttute s serace area in South Dakota  Umon Telephone
TCE7-115 | Company b the facites-based local éxchange carer presently prowding local exchange islecommunicabons seraces in the | 082597
foliowang exchanges: Hartford (528) and South Hartford (526) Unson Telephone Company, to s knowledge, i the only carer
today prowiding local exchange telecommunicabons senaces in the above dentfied exchange areas (Statt HB/CH)

FORMAL COMPLAINT

Kathy Rottenbucher vs. Statelne Telecommunicabons, inc "l specfically requested and insisted on an unpublished address
Stateline furnished and prowded U S5 WEST thes information for [the] Northern Hills and Surrounding Areas | want proof ol
TCO7-107 | witten repnamands for all pares, | wan! proof they made changes to avoid future incidents, | want access to Board of Dwrectors 0672197 i
and | wan! one thousand dollars for violation of trust, confidence, . and for emobonal and mental angush and duress, and
inconvenence * (LHTZ)

FILING OF INFORMATIONAL INTRASTATE PAYPHONE TARIFFS

Na Enst Plnins Telecom, Inc_on June 131667 | b I NA
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By FEDERAL EXPRESS

Mr. Wil"am Bullard, Jr.

South Dakota Public Utilities Commission
State Capitol Building

500 East Capitol Avenue

Pierre, South Dakota 57501-5070

Re: Application of WorldCom Technologies, Inc.

Dear Mr. Bullard:

Enclosed for filing with the South Dakota Public Util. ies Commission please find an
original and 10 copies of the Application of WorldCom Technologies, Inc. for a Cerificate
of Authority to provide intrastate telecommunications services in the State of South Dakota.
Enclosed please also find a check in the amount of $250.00 for the filing fee, a duplicate of
this filing and a self-addressed stamped envelope. Please date-stamp the duplicate upon
receipt and return it in the envelope provided.

Please do not hesitate 1o contact me at (202) 955-9776 if you have any questions.

Vv ruly y

Rebekah J.

i DOOLKINNR AT 4]
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Before the
STATE OF SOUTH DAKOTA
PUBLIC UTILITIES COMMISSION

Application of )
)
WorLpCoM TECHNOLOGIES, INC. ) Docket No.
)
For a Certificate of Authority )
to Provide Inlrastate )
Telecommunications Services )
APPLICATION

WorldCom Technologies, Inc. (*"WorldCom Technologies® or “Applicant®), by its
attorneys, hereby respectfully requests that the South Dakota Public Utilities Commission
(*Commission™) grant it a Certificate of Authonity to provide facilities-based and resold
intrastate local exchange and interexchange telecommunications services in the state of South
Dakota. As described in detail below, WorldCom Technologies is requesting a Certificate of
Authority that will enable it 10 provide the exact same services as WorldCom, Inc.
(*WorldCom®) and MFS Intelenet of South Dakoia, Inc. (*MFS of South Dakota™) currently
provide, WorldCom Technologies is commencing to provide service in South Dakota and
elsewhere as a result of a corporate reorganization for which approval was requested from

the Commission by Application dated June 24, 1997 in Docket No. TC-97-110, whereby

DU DN T A







WorldCom Technologies will assume all of the regulated operations of both WorldCom and

MFS of South Dakota.'

In suppont of its Application, the Applicant provides the following information:

THE APPLICANT

WerldCom Technologies (formerly known as MFS Intelenet of South Dakota, Inc.),
15 a wholly owned subsidiary of MFSCC, which is, in turn, a wholly owned subsidiary of

WorldCom WorldCom Technologies is incorporated under the laws of the state of

Delaware and is headquartered at 515 East Amite Street, Jackson, Mississippi 39201.°

WorldCom Technologies currently functions as a holding company and does not directly

! Specifically, the proposed reorganization involves a series of transactions which are
designed 1o consolidate operations in a way that simplifies regulaiory oversight and corporate
administration. WorldCom Technologies will become one of the WorldCom companies’
primary operating entities, and every transaction proposed is designed to set up WorldCom
Technologies in that role with all of the necessary operational assets as well as the state and
federal authority required to provide intrastate, interstate and international
telecommunications services nationwide. The first aspect of the reorganization involves a
pro forma transfer of control of WorldCom Technologies from MFS Natwork Technologies,
Inc. 10 MFS Communications Company, Inc. (*"MFSCC*®). MFSCC will become the direct
parent company of WorldCom Technologies. The second aspect involves the “roll down® of
WorldCom's telecommunications operations and assets, including relevant operating
authonity, 1o WorldCom Technologies. WorldCom will cease to provide telecommunications
services in South Dakota. The third aspect of the reorganization involves the “roll up® of
MFS of South Dakota by merging MFS of South Dakota with and into WorldCom
Technologies. WorldCom Technologies will be the surviving entity, holding all of MFS of
South Dakota's assets and operating authority. WorldCom Technologies will incorporate all
of MFS of South Dakota’s services, rates, terms and conditions into its new tariff and MFS
of South Dakota will cease 0 provide telecommunications services.

! A copy of WorldCom Technologies' Amended Certificate of Incorporation is attached
hereto as Exhibit A. WorldCom Technologies is in the process of becoming qualified to
transact business in South Dakota as a foreign corporation. A copy of WorldCom
Technologies' Certificate of Authority to transact business in South Dakota will be forwarded
to the Commission as soon as it is available,

o DU CINNRA T 41 -2-




provide telecomm unications services in any state. However, WorldCom Technologies

provides interexchange service in 49 states through 49 separate operating subsidiaries, 31 of
which are also authorized to provide local exchange service. MFS of South Dakota is
currently one of those operating subsidiaries. WorldCom Technologies has applications o

provide telecommunications services pending in all 50 states.

1I. DESIGNATED CONTACTS

The designated contacts for purposes of this Application are:

Brad E. Mutschelknaus
Maricann Z. Machida

Rebekah J. Kinnett

KELLEY DRYE & WARREN LLP
1200 19th Strect, N.W.

Suite 500

Washington, D.C. 20036
(202) 955-9600

Copies of all correspondence, notices, inquiries and orders should also be sent to:
Lzigh Ann Cox

Manager, Regulatory Analysis
WorLpCom, INC,

515 East Amite Street
Jackson, Mississippi 39201

. ProPOSED SERVICES

As descnbed in detail in Docket No, TC-97-110, the operations of WorldCom and
MFS of South Dakota are being consolidated into WorldCom Technologies. Thus,
WorldCom Technologies will provide the same services that both WorldCom and MFS of

South Dakota currently provide, including MTS, WATS, 800, calling card and debit card
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services, all at the same rates, terms and conditions as are currently available, statewide, In

the near future, WorldCom Technologies will also begin providing local exchange and
exchange access services. WorldCom Technologies will provide service to WorldCom's and
MFS of South Dakota’s current customers using the same network, equipment, billing
systems, customer service operations, and the same qualified personnel. Accordingly,
construction, maintenance, engineering and financial plans, as well as descriptions of all
owned, leased, and optioned facilities within South Dakota pertaining to the services to be
provided, are the same as those previously submitted to the Commission by WorldCom and
MFS of South Dakota. WorldCom Technologies will acquire capacity as necessary from
other qualified carriers, including its affiliate WorldCom Network Services d/b/a WilTel
Network Services, to provide resold telecommunications services. WorldCom Technologies
will comp"+ with all rules and regulations promulgated by the Commission pertaining to the

provision of these services.
IV. DESCRIPTION AND FITNESS OF THE APPLICANT

As a wholly owned subsidiary of WorldCom, WorldCom Technologies is financially,
managerially and technically qualified 1o provide the services i' requests authority to provide
in this Application. WorldCom Technologies is managed by the same team of qualified

personnel as both WorldCom and MFS of South Dakota. Its officers and directors are:
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Ronald R. Beaumont
Director

WorLDCoMm, INC,

515 East Amite Street
Jackson, Mississippi 39201

Bernard J. Ebbers
President

WorLpCoM, INC,

515 East Amite Street
Jackson, Mississippi 39201

Ronald J. Beaumont
Chief Executive Officer
WorLpCoM, INc,

515 East Amile Street
Jackson, Mississippi 39201

Debra L. Keith

Vice President
WorLDCoM, INC.

515 East Amite Street
Jackson, Mississippi 39201

Paul W. McKnight

Chief Financial Officer
WorLDCoM, [INcC.

515 East Amite Street
Jackson, Mississippi 39201

John W. Sidgmore
Director

WorLbpCoM, INC.

515 East Amite Street
Jackson, Mississippi 39201

Scott D. Sullivan
Secretary

WorLDCoM, [Nc.

515 East Amite Street
Jackson, Mississippi 39201

Alex J. Hamis

Assistant Vice President
WorLDCom, INC.

515 East Amite Street
Jackson, Mississippi 39201

Robert J. Ludvik

Vice President
WorLDCOM, INC.

515 East Amite Street
Jackson, Mississippi 39201

Funher, WorldCom Technologies benefits from the financial strength of its ultimate
parent company, WorldCom. In 1996, WorldCom reported revenues of $5.6 billion (on a
pro forma bas:~ as if the MFS acquisition occurred on January 1, 1996) compared to $4.3
billion on the same basis for 1995." In the first quarter of 1997, WorldCom (including
MFS) reported revenues of $1.7 billion ($6.8 billion on an annualized basis) compared to

$1.2 billion on a pro forma basis ($4.8 billion on an annualized basis) for the same period of

' A copy of WorldCom's 1996 SEC Form 10-K is attached hereto as Exhibit B.
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1996. Similarly, earnings before depreciation and amortization totaled $266 million for the
first quarter ($1.1 billion on an annualized basis). On the basis of the foregoing, WorldCom

Technologies is qualified to provide telecommunications services in South Dakota.

V. TARIFFS

WorldCom Technologies proposes to provide service in South Dakota as set forth in
its proposed taniff, which is attached hereto as Exhibit C. WorldCom Technologies
respectfully requests that the Commission approve its tanff effective as of the date of the

order granting WorldCom Technologies a Certificate of Authonty.

YL BiLpineg AND CUSTOMER SERVICE

WorldCom Technologies has access to equipment and softy. wre which will distinguish
between intrastate and interstale traffic for billing purposes. Customer seivice will be
available 24 hours a day, seven days a week, and will be provided by the same team of
qualified consumer representatives as currently provide customer services for WorldCom and
MFS of South Dakota. Customers can contact WorldCom Technologies' cusiomer service by

calling, toll-frec, (B00) 821-2001.*

VII. PuUBLIC INTEREST ANALYSIS

Granting WorldCom Technologies a Certificate of Authority is in the public interest

because it will enable WorldCom Technologies to continue to provide high quality

* Copies of brochures used to assist in the sale of services are attached hereto as
Exhibit D,
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telecommunications services to the existing customers of WorldCom and MFS of South
Dakota, as well as to expand operations and offer new and improved products and services to
customers in South Dakota. WorldCom Technologies® participation in the South Dakota
telecommunications market will enhance competition, thereby improving the quality of
telecommunications services provided to customers in South Dakota and ultimately resulting
in lower prices.

WHEREFORE, WorldCom Technologies respectfully requests that the Commission
grant it a Centificate of Authority to provide local exchange and interexchange services and
approve its initial tanff effective as of the date of the order granting authonty.

Respectfully submitted,
WoRrRLDCOM TECHNOLOGIES, INC.

By:

Brad E. utschelknaus
Marncann 7. Machida

Rebekah J. Kinnett

KELLEY DRYE & WARREN LLP
1200 19th Street, N.W.

Suite 500

Washington, D.C. 20036

(202) 955-96(0

Its Attorneys

Dated: August 22, 1997
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VERIFICATION

[ am authorized to represent WorldCom, Inc. and each of its subsidiaries, and to
make this verification on their behalf., The statements in the foregoing document are true
of my own knowledge, except as to matters which are herein stated on information and
belief, and as to those matters, | believe them to be true. 1 declare under penalty of

perjury that the foregoing is true and correct.
/ i
BY: -4 A
7

NAME: __Scott D, Sullivan

TITLE: _ Secretary

DATE: 8/ M"{ 97

Sworn and subscribed to

before me this A0FA
day n@#ﬂﬁ 1997.
Notary Public 6

"ty Commission Expires
Wik 1R 1000




State a}_’ﬂ_:l;:wm
Office of the Secretary of State ™+ *

I. EDWARD J. TREXL, SICRETARY OF STATE Or THE STATE OF
SIZAMARE, DO EZRXBY CIRZIFY THE ATTACEED IS A TRUE AWD CORRECT
COFY OF TEE CIRIIFICATE OF AMINTOZINT OF *MFS INTEZLINET, INC.S,
CIANCING ITS MAMZ FROM XIS INTEZLIXET, INC.' YO *NORLDCM
TICINCLOGIZS. INC.“, TILED IN THIS OPPICE oNf THE SWENTY-=IND
DAY OF JUNEZ, A.D. 1997, AT 1: O'CLOCK A.N.

A CERTIFIED COPY OF THIS CERTIFICASE EAS SEEN FORWARDED ¢0
TEE EN CASTLZ COONTY RECOROER OF DREDS POR RECARDTNG.

Emward [. Freel, Secretary of Stata

22831058 @si00 AUTHENTICATION: 8524848
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DATE:
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

|¥ ] Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the MNscal yvear ended December 11, 1996
OR
[ 1 Transition Report Pursuant 1o Section 13 or §%(d) of the Securities Exchange Act of 1934
For the transition period from _ 1o

Commission File Number 0-11258

WorldCom, Inc.

(Exact name of registrant as specified in its chaner)

Georgia 58-1521612
(St or other risdiction of ICorporation of organization) (LS. Employer Identiricaton No. )

515 East Amite Street, Jackson, Mississippi 39201-2702
(Address of principal esscutive offices) Zip Coxde)

Registrant's telephone numbe  including arca code: (601) 360-8600
JSecurities registered pursuant to Section 12(b) of the Act. None

Securitied registered pursuant to Section 12{g) of the Act

Common Stock, 5.01 Par Value
Scries A 8% Cumulative Convertible Preferred Stock, $.01 Par Value
Series B Convertible Preferred Stock, 5.01 Par Value
Depositary Shares (each representing 1/100th interest in a share of
Series A 8% Cumulative Convertible Preferre? Stock)

Indicase by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchamge Act of
1934 during the preceding 12 months (or for such shorer period that the registrant was required 1o file such repois), and (2) has been subject to such
filing requirements for the past 50 days

Yoo & No__

Indicats by check mark if disclosure of delinquent filers pursuant to liem 403 of Regulation 5-K is not contained herein, and will not be contained,
1ot best of the registrant's knowledge, in definitive proxy of information staternents incorporsted by referes < i Past 111 of this Form 10K or any
amendment to this Form 10-K. | |

The aggregate market value of the voting stock held by non-afTilistes of the registrant as of March 3, 1997 was
Common Stock, § 01 par value: 521 804 K86 176
Series A 8% Cumulative Convertible Preferred Stock (repwesented by Depositary Shares) $863,219,500
Senes B Convertible Prefemed Stock: 327,192,508

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Section 12, 13 or | 5(d) of the Securities

Eldungr Act of 1934 subsequent to the distribution of securities under a plan confirmed by a court
Yeu o No___

There were 891,860,640 shares of the registrant’s common stock outstanding & of March 3, 1997




GLOSSARY

ATAT — ATAT Corp. — An IXC which provides interexchanpe services and facilities on 3 nationwide and international basis

ATET Divestiture Decree - Entered on August 24, 1982, by the United States District Court for the District of Columbia. The
AT&T Divestiture Decree, among other things, ordered AT&T 10 divest its wholly owned BOTs from its Long Lines Division and
manufacturing operations snd generally prohibated BOCs from providing long dntance telephone service between LATAs,

ATM - Asynchronous Transler Mode ~ An miormation tranfer wandard that s ooe of 3 general class of packet wechnologies that
relay traffic by way of an address contamned within the firut five bytes of a standard 33-byte long packei or cell. The ATM format
can he wed by many different information systems, including LANs. to deliver traffic af varying rates, permuiimg a mix of data, voice
and video

Access charges ~ Expenses incurred by an IXC and pasd 1o LECs for accessing the local net orks of the LECs in order 1o onginate
and termunate long distanc: calls and provide the customer connection for privale line services.

BOCC - Bell Sysiem Operating Company ~ A local exchange carner owned by any of the seven Regioral Bell Operating Companscs,
which are holding companics established following the ATAT Divestture Decree 10 serve as parent companies for the BOCs

Backbone - A centralized high-speed network that imterconnects smaller, independent networks
Bandwidth —- The number of bits of information which can move through 3 communicabons medium n 4 grven amount of Lime

CAPF - Competitive Access Provider -- A company that provides ity customers 'with #n & srmative o the LEC for local tramsport
of private line and special access telecommunicalions services

Central (fTices —~ The switching centers or central swaching facilities of the LECs

Co-carrier status — A regulatory scheme under which the incumbent LEC 15 requared 10 integrale new, competing providers of local
eachange service, mio the sysiems of traffic exchange, inter-carmer compensation, and other inter-carrier relationships that already
exit among LECs in moat jurisdictions.

Collocation - The atwlaty of a CAF 1o connect its actwork to the LEC s central offices.  Physical eollocation occurs when a CAP
places ity network connection equipment inside the LECs central offices.  Virtual collocatnn 1 an alternative to physical collocation
pursuant io which the LEC permits 3 CAP 1o connect us network 1o the LEC"s central offices on comparable terms, even though the
CAP’s network connection equipment is not physically located inside the central offices

DS-3 - A data commumications circun capable of tramemitting data ar 45 megabits per second (sometimes called a T-3)

Dedicated -- Telecommumcations lines dedscated or reserved for uie by pariicular customen

Digital -- A method of sonng, processing and tramsmitting mformation through the use of distiinct cloctronc or optical pulses tha
represent the bunary digits O and |, Digital tramsmusseon and switching lechnologies employ a sequence of these pulies 10 represent
information as opposed o the continuously varable analog signal.  The precise digital numbers mensmize distiortion (sach as gramnines
of snovw in the case of viden ransmnsion, of stat of other Back ground distortion m the case of sudw tranumission)

Equal access -~ Connection provided by a LEC permutting a customet 10 be astomatically connected to the IXC of the customer’s
choe when the customer duals *1°

Ethernet — A local anca petwork technology used for connecting computers, printens, workstathons, terminals. eic., within the same
Eshernet rypacally operates over twisted wire or coavial cable at speeds up to 10 megabits per second. Ethernet is the most

popular LAN technology

FCC -- Federal Communications Commission

FDDI - Fiber Distributed Data Interface - Based on fiber optics, FDDI is a 100 megabit per second Local Area Network

technalogy used o connect compters, printers, and workatations at very high wpeeds.  FDDI s also used as hackbone techaology o

interconnect other LANs

IXC -- Interenchange Carrier — A long distance carner providing services between local exchasges

Inbound “B00™ service -« A service that assesses long distance telephone charges 1o the called parry

Interconnection Decislons ~ Rulings by the FCC announced in Sepiember 1992 and August 1993, which require the BOCs and most

other large LECs to provide interconnection in LEC central offices 1o amy CAP, long ditance carmier of end user secking such

interconnection for the provinion of interstate special access and switched acoess transport services

Internet --A global collection of interconnecied compater networks which use TCP/IP, 4 common communscations protocol




LANs — Local Ares Networks - The interconnection of computers for the purpose of shaning files, programs and various devices
such as prim=rs and high-speed moderns.  LANs may include dedicated computers or file servers that provide a centralized source
of shared (s and programs

LATAs — Local Access and Transport Areas — The approuimately 200 geographic areas defined pursuant 1o the ATAT Divestiture
Decree. The BOCs are genenally prohubited from providing long distance service between the LATA in which they provide local
exchange services, and any other LATA

LEC -- Local Exchange Carrier -- A company providing local iclephone services. Each BOC s a LEC
Line costs - Primarily includes the sum of access charges and transport charges

Local exchange — A geographic area generally det=rmined by a PUC, in which calls generally sre tramumanted without toll charges
to the calling or called party

f acal Number Portability - The chility of an end user to change Local Exchange Carmers while retaining the same iclephone
numsher

MC1 - MCI Communications Corporation -- An IXC which provides intereachange services and facilities on 3 nationwide and
indernational basis

Network switching center — A location where installed ywitching equspment routes long distance calls and records mformation with
respect to calls such as the length of the call and the telephone numbers of the calling and called parties

Network systems integration -- Involves the creanon of turnkey telecommunications networks and systems including: (i) route and
site selection; (u} rghts of way and legal authorizations and'or acquution, (i) design and engmncering of the system, including
technology and vendor asscssment and selection, determining fiber optic circunt capacity, and establishing reliabiliry/flexibilicy
standards; and (iv) project and construction management, including contract megotutions, purchating and logistics, installation as well
as testing

FUC — Public Utility Commission — A state regulatory body empowered (o establish and enforce rules and regulations governing
public utility companses and others, such s the Company, within the state (sometimes referred 10 a3 Public Service Commussions,
of PSCh).

Public switched network - That portion of 2 LEC"s network available to all users generally on a shared basis (1.e_, not dedicated
o a particular vser). Traffic along the public switched network s generally switched at the LEC's central offices,

RBOC - Region:  Bell Operating Company - Any of seven regional Bell holding companies which the AT&T Divestiture Decree

established 10 serve as pareni companies for the BOCs

Reciprocal Compensation - The same compensation of a new competitive local exchange carrier for termination of a local call by
the BOC on ity network, 2 the new competuos pays the BOC for termination of local calls on the BOC network

Settlernent Rates — The rates paid 1o foreign carmiers by United States international carriers 1o terminate owtbound (from the United
States) swatched traffic and by foreign carrers 1o Unsied Sttes international carriers 1o terminate inbound (1o the Unised States)
switched traffic

Sprint - Sprint Corporation - An IXC which provides mterenchange services and facilities on & naionwide and international basis.

TCP/IP - Transmission Control Protocol/Internet Protocel —~ A suite of network protocols that allows computers with different
architectures and operating system swoftware (o communicate with other computers on £ Internet

T-1 - A data communscations circuit capable of transmitting data a2 1.5 megabits per second

Tarill — The schodule of rates and regulations set by communications. common carricrs and filed with the appropriate federal and rate
regulatory agences; the publuhed official list of charges, 1erms and conditions governing provision of a specific communications
service or faciliry, which fanctions in licu of a contract between the Subscriber or user and the supplier or carrier,

Token Ring —~ A local area network technology used to interconnect personal computers, file servers, printers, and other devices.
Token Ring LANs typically operate af either 4 megabits per second or 16 megabits per second

Transport Charges - Expenses paid 1o facilities-based carriers for transmission between or within LATAs

World Wide Web or Web — A collection of computer systems supporting a ¢ d>mmunications protocol that permits multi-media
presentation of informanon over the Infernet
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ITEM 1. BUSINESS

General

WorldCom. Inc.. a Georgia corporation (" WorldCom® of the “Comparmy”), s one of the four largest long ditance telecommunications
companies in the United States based on 1999 revenues. The Company provides telecommunications sery ices te buiiness. government,
telecomimuracatiom companes and conurner customers, through its network of fiber opisc cables, dignal microwave, and fized and
transportable witellite canth stabons. with Servile o points fhnru‘hnu,l the ratwm and the world

WorldCom is one of the first mapor faciliies- hased telecommunications companies with the capability to arovide businesses with high
quality local. long ditance, Internet, dats and international commumcations services over ity global networks. With service 1o poants
throughout the ration and the world, WorldCom provides iclecommunications products and services including: switched and dedicated
long distance and local products, 800 services, calling cards. domestic and international private lines, brosdnand data services, debit
cards, conference calling, advanced billing sysems, enhanced fan and data connections. high speed data commenications. facilities
manugement, local access 1n long dustance companies, local access 1o A TM-based backbone service and mterconnection via Network
Access Poamts (*NAP: ) o Interner service providers

WorldCom was organized in 1981, On Septernber 15, 1993, a thiee- way merper occurred whereby (i) Metromedia Communications
Corporation, & Delaware comporation { *MOC*) merged with and into Rewrgem Communications Grow. [nc. . 3 Gourgia corporation
("Resurgens™), and (i) LDDS Communicarions. Inc._ 3 Tennessee corporanion (" LDDS-TN®). merged with and into Resurgens (the
“Pri Mergpen”)

Al the time of the Price Mergers, the name of Resurgem, the legal survivor, was ¢ hanged to LDDS Communications, Ine. and the
Scparate corporate exivtences of LDDS TN and MCC terminated. For ascoounting purposes, however, LDDS-TN was the survivor
because the former sharcholders of LDDS-TN diquited majorty ownershap of the Company Accordingly, unless otersne indicased,
all historical informanon presented heremn reflects the operatioms of LDDS. TN At the snnual meeting of sharcholders heid May 25,
1995, sharchiolders of LDDS Commumications, [nc voted 10 change the name of the Company to WorldCorm, Inc., effective
inmediately. Information in thiy document has 3l been revised to reflect the stock splits . the Company ‘s common stock

Business Combinations

On December 31, |99, WorldCain tirough 3 wholly owned subsidiary, merged with MFS Communcations Company, Inc. "MFS7)
MFES provides telecommunications services and systems for butiness and government customers. MES 4 2 leading provider of
alternatrve local network access facilines via digstal fiber optic cable netsorks that it has instatied and around spproximately 4]
United Suates cities, and in weveral major European cities.  MFS alwo provides domestic and international long distance
telecormmumcal iar ervices vig ity network platform, which conuts of MFS cramed tramumisaeon and wanrching facilmies. and network
capacaty leased from othes carners primarily in the United States and Western Europe

As 2 result of the merger (the *MFS Merger®), each share of MFS common stock was converted into the right o receive 21 shares
of WorldCom commaon stock fthe *Common Stxck®) o approvmately 471 0 million WarldCom common shares in the aggregate.
Each share of MFS Series A B% Cumulstive Converuble Preferred Stock ("MFS Series A Preferred Siock®) was coaverted mto the
right to receive one share of Series A B% Cumulative Convertible Preferred Stock of WorldCom (*WorldCom Series A Preferrsd
Stck”) or 54,992 shares of WorldCom Series A Preferred Stock in the aggregate. Fach share of MFS Series B Comveruble Preferred
Sinck wan converted into the fight to receive one share of Series B Convertible Preferred Stock of WaorldCom *WorldCom Series
B Preferred Stock™) or approsumately 12.7 million dures of WorldCom Series B Preferred Stock in the aggregate. In addition, each
depositary shaie representing /100w of 2 share of MIS Scries A Preferred Stock was enchanged for 3 depositary share representing
1/100xh of 3 share of WorldCom Series A Preferred Stock

Upon effectiveness of the MFS Merger, the then ocutstanding and unenercised optons and warrants exercisable for shares of MES
common sock were comverted irda opdsons and warranis, respectively, exercrable for shares of Common Siock having substantially
the same terms and conditions as the MES options and warrants, except that (i) the exerc ne price and the number of shares issuable
Lpon excroie were divided and multuplied. respectively, by 2.1 and (i) the holders of each then outstanding and cnevercised MFS
“Shareworks Plus Award” granted under the MFS 1993 Stock Plan instead received the cash value of such award in accordance with
the terms of such plan




On August 12, 1996, MFS scquired UUNET Technologees, Inc. ("UUNET) through & merges of & subsidiary of MFS with and mio
UUNET (the "UUNET Acguiiasn®). UUNET i a leading worldwide provider of 2 comprehenuve range of lrsrnet sccess options,
applcations, and comulting services 10 buvmnesses, profesionals and on-line services providers. UUNET provides hoth dedacated
and dial-up Internet access, and other applications and services which mnclude Web server hosting and inlegration services, clienl
software and securdy products, tramng, and netwirk itegration std consullimg wervices

On Jarary 5, 1993, WorldCom completed the acguisition of the network services operations of Willama Telecomenumcation Group,
Inc. (*WilTel"), a whidary of The Willms Companies, Inc. (*Willams®), for approvimately $2.9 billion i cash (the “WilTel
Acguisition”) Through thi purchase, the Company squired 2 natwnwde (ransmission petwork of appravmately 11,000 miles of
fiber optic Cable and dignal microwave facilities

On December M, 1954, WoildCom, through & wholly owned subuduary, merged with DB Communications Group, Inc. ("IDB")
IDB operates a domestic and international commumications network providing private line and public switched long distance
telecommunications wrviced, lacumile and dats connections, telewion and radw ramsmisson services, and mobsde watellne
communicalioni capabilities. A 8 result of ths merger (the “IDB Merger” ), each share of common sock of [DB was convensd inlo
the nght 10 receive 0953758 shares of Common Siock resulting in the nauance of approximately 71 8 mallon shares of Comenon
Suxch  In addition. WorldCom avumed, on a whordmated basn, pointly and severally with IDB, the obligausons of [DB to pay the
principal of and interest on 31955 mullion 3% convertible subordinated notes due 2000, rawed by TDB. On July 15, 1996, WorldCom
announced fhat o had evercoed its option to redeem on August 16, 1996 all of the outstanding [DB notes. Prior to such redemption
date, a majoriy of the holders of the [DB notes elected to convent their notes o Common Stock, resulting in the suance of
approvmmately 103 millon shares of Common Stock. The 108 Merger was accounted for under the pooling-of-mterests method

In 199), wpon effectiveness of the Prior Mergers, each whare of the outstanding common stock of LDDS-TN was converted into the
right 1o receive 3 K38 shares of Common Stock. The 500,000 shares of LDDS-TN Senes B 6 3% Cumulative Senior Perpetual
Comvertuble Preferred Stock oututanding were converted into 2,000,000 shares of WorldCom Senes 2 6 3% Cumulalive Semsor
Perpetual Convertible Preferred Stock (the “Serses 2 Preferred Stock™).  As a result of the comummation of the Prior Mergens,
Mearomedia Company (“Metromedia®), the sole stockholder of MOC, received 5,517,240 shares of the Common Siock, 10,896,783
shares of WorldCom Semes | §2 235 Cumulative Semor Perpetual Comvertible Preferred Stock (the “Serwes | Preferred Siock ™),
warrants to purchase 10,000,800 shares of the Common Stock at an average price of 3418 per share, and $150 0 million in cash

The common sock of Resurpens was unchanged in the Prior Mergen

In August 1999, Metromedu convenied i Seres | Preferrad Seock into Common Siock and exercned ifts warrants 10 acquire Common
Sech andd immrediately wild wu poration of 61,699,094 dhares of Common Stock i a publc offermg . [n connecton with the preferned
sock converaon, WorldCom made 2 no-recurning payment of $15.0 milhon to Metromeda, representing 2 discount o the munmsm
nominal dividends that wou' | have been payable on the Senes | Preferred Stock priot to the September 15, 1996 optonal call datse
of spprovmatety $26 6 milhion (which amount includes an annual dividend requirement of 3245 mullon plus accrued dividends 5o
such call date). The Company dd not receive any proceeds from the sale of the shares, but did receive approumately $33.7 millon
in proceeds from the evercose of the warrants, whach were used 10 repay certan eunting bank dei

In connection with the announcement in May 1996, that the Company would redeem ity Series 1 Preferred Stock on June 3, 1996,
all of the remaming outsarding Seres 2 Preferred Stock was coovented o 5,266, 160 dares of Common Saock in the second quarner
of |7

On December 4, 1992, LDDS-TN, through & wholly owned ssbudiary, merged with Advanced Telecommunications Corporation
("ATC"). Asa result of gus merger (the "ATC Merger”), each share of common stock of ATC was converted ino the nght to recerve
4. 778 shares of common wock of LDDS-TN. The ATC Merger was sccounted for under the pooling -of -interests method

The follrwing table wis forth cern data concermany the Company s acquinions, duning the past five yean, of companses with annual
revenues exceeding $100.0 million, other than the IDB Merger and the ATC Merger

Revenwes for Flacal Year
Preceding Acquisition
Name Acquisition Date Alo theusanda)

Metromnedia Communications Corpotation September 199) 368,532

Resurgens Commumications Group, Inc September 1991 131,963




Revenues for Flacal Year
Preceding Acquisition
Name Acquisition Date Aln thousands)

TRT Communicatmms, Inc. (*TRT ") Sepiember 1991 175.057
Williama Telecommunications Group, Inc Jamary 1993 921,81}

MFSUUNET December 1996 1,238,513

In adddiion to the acquisitions reflecied in the shove whle, WorldCom and ity predecessors have completed other acquisitions mvolving
companies each with annual revenues of less than $100.0 millon

Lumpany Stralegy

The Company s strategy n 1o become the prermuer provider of business communications services in the world, The enactment of the
Telecommunications Act of 1996 (the “Telecom Act”) in February 1996 and the FCC's release of its Firet Report and Order in the
Matter of Implementaison of the Local Competition Proviuons in the Telecom Act (the *FCC Interconnect Order™) in August 1996,
have made it possible for WorldCom 10 compete in both the local and long distance marketi. The MFS Merger has allowed the
Company 10 Lake advantage of the Congressional intent behind the Telecom Act and the FCC Interconnect Order by bringing together
the leading prowth companics from four key telecom industry sepments:  long ditance, local, laternet and international. Consistent
with this strasegy . the Company believes that the MFS Merger enhances the combined entity”s opportunities for fiture growth, creates
a stronger competitor in the changing iclecommunications industry, allows proviuon of end-to-end bundied service over 2 global
metwork, and provides the opportunity for significant cost wvings for the combined organization

Services
General. The Company is one of the four largeut United States based long dntance telecommumications companiss m the industry,

based on 1995 revenues, and serves s customens domesticaliy and imtermationally. The products and services provided by the
Company include swilched and dedicated long distance and local products, 800 services, calling cards, domestic and international

private lines, broadhand dats services, debat cands, conference calling, advanced billing systems, enhanced fax and data connections,
high speed duta communications, facilines management, local access 10 long distance companies, local access 1o ATM-based backbone
service and intercon i via NAPs o Infernet service providers.  Based on FCC statntics as of December 31, 1995 (e most recen
statistics available), WorldCom's share of total toll service revenues for 1995 was 4.1%

Domestic Lomg [istance and Local Service. A predomenant share of the Company s sl revenues i derived from commercial
custamers. Commercial customers typically use higher volumes of telecommunications services than residential customers amnd
concentrate thesr uiage on weekdays duning business hours when rates are highey. Comequently, commercial cuslomers, on average,
generaie higher revenoes per sccound than residentul customers.  The Company has alw become o sipificant participant in the long
distance wholesale markel and intends 1o pursue opportunities, if any, for continued expaniion in this area. While total revenues b
the wholesale market are less than from commercial customers, expenies are generally lower n servicmg these custome© s as the result
of fewer invoices, fewer customer service personncl and a smaller saley force.

Thiough the MF5 Merger, the Company will be able to provide & sngle source o iniegraied local and long ditance
telecommunications services and facilines management serTvices 1o business, government, other telecommunications companies and
COMMIMET CUMOIMErs

There are several ways in whach a customer can access the Company s network for domestic long distance services. [n areas where
equal access has been made available, 2 customer whe kay selected the Company as its IXC can utiluze the Company’s network for
inter-LATA long dustance calls through *one plus” dualing of the desired call destination, Equal sccess customers can access the
Company's long distance network only for inter-LATA long ditance calls, because under equal sccess, all ntra-LATA calls are routed
through the LEC

Customers in areas withoul equal access of customen in equal access areas who do not welect the Company as their IXC can atiliae
the Company s network for all thew long dntance calls through three methods of “dal-up accesa ® They can dial a local ielephone
number o access the Company's computerized switching equipment and then enter a personal authorizaton code and the ares code
and telephone number of the devired call dewination Altermatively, customen can scoess the Company’s network by wing m
sutomaiic dulery, which elemmnate the need lTor the customer 10 dial the local access number and persomal suthorizahon code,




effectively grving the customer “one plus” duling. Customers may also acoess the Company”s network by dialing 10 plus the three
digit Carnier Identification Number belonging to the Company and the area code and ielephone number of the dewired call locatica
Regardiess of the method uwsed, dual-up customers can acoeis the Company ‘s network for all of their long distance calls, both intra-
LATA and inter-LATA. High volume customers can access the WorldCom network through the wie of high-capacicy dedcated
circusts

Customer billing o generated internally and through a faciliey management agresment ur der which Electronc Data Systems
Carporation ("EDS") performs significant data procesung functions. See Note T of Noies 10 Consolidated Financial Statements.

The market for local exchange services consists of a number of distinct service components.  These wervice components are defined
by specific regulatory Lnff classaficatiom chuding: (1) local network tervices, which penerally include b dual tone charges and
prvate line services, (n) network access services, which consist of access charges recerved by LECs from long distance carners for
the local portion of long distance telephone calls; (in) long distance nefwork services, which inchude the varuble portion of charges
recerved by LECs for mira LATA long detunce calls, and (nv) addmonal value sdded services vuch as caller identification, voice madl
and call wastimg

Unlike the RBOCs arsd other large LECs whach were organred peographscally in response 1o the regulslory environment that existed
before the ATET Dwvesture Decree, the Company , through the MFS Merger, o organized around iy customers to ke advantage
of ongomg technological, competitive and regulatory changes

International Servicer. The Company offers mternational public ywitched voice, private line and data services 1o other carriers and
I commercial. government and consumer cusomers.  The Company has over 200 operatag agreements with foreagn camens o
provide ywinched vose and/or private line services, therehy making the Company a ..ading participant i the international
telecommunications marot

The Company offers public switched intcrnational telecommunications wivices worldwide and provades direct services o
approvimately 35 foreign countries.  The Company sells public ywitched ielecommunications services 1o corporate and residentul
customery, and to domestic long distance carners that Iack trammission facilities (0 locations served by the Company or need more
tramsmussion capacity. Customens can acoews the Company s internationa! swsching centers 0 make mternational telephone calls via
dedicated connections of via dal-up sccew

The Company hoth delivers and recerves mtermational traffic purvuant 1o its operating sgreements.  The terms of mos ywatched vowce:
opcrating agreements, as well &y established FCC policy, require that nhound switched vouce traffic from the forsign carmer 1o the
United States be rouiod o Unded States imternational carrsers, Like WorldCom, i proporton 1o the peroentage of Unned States
outhound traffic routed by that Unned Staies international carrier to the foreign carnier.  The Company s revenues and costs of sales
are senaitive 10 changes i snternanonal settlement rates and international tralf routing patterms

The Company als provades permanent and temporary international private ling services 10 customen for a number of applications
These applications generally involve establishing private, inlernational pount-to- pont communications links for cusomens with high
traffic volumes or special noeds, such as greater secunity of foude divenly.  The Company has privaie line operaling agreements with
approximasely 160 foresgn correspondents. The Company is the carrier for some of the world's most critical communications links
including the Washinglon Moswcow hotline, the Nuclear Risk Reduction Commutiee and the NASA Space Program. The Company
provades internatsonal private line services for & range of financial, airline, commercial and governmental communications networks.

WorldCom also provides switched voice and private ling communications services ovel its own facilities and leased facilities in the
United Kingdom and Sweden. In the fourth quarter of 1996, the Company received a license to provide faciliies-based international
services o and from the ! “sited Kingdom, Germany and France. The Company has also received authority 10 construct and operate
a high capacwty degial fiber optic submarine cable between the United Staes and the United Kingdom. The Company provides private
line amad cloded user group voice and data services over its own [acilities and leased faciluies i Germany and France. The Company
is buslding Jocal faciltes in Belgum and the Netherlands, and already provides services through affiliates in those countries, as well
as in lreland. The Company offers certain international services over leased facilities in Switzerland and other European countries,
and in certain Asuan markets including Japan and Hong Kong. Such operations are subject to certain risks including licensing
requirements, changes in foreign government regulations and telecommumcations standards, interconnectson and leased line charpes,
taxes, Muctusting exchange rates, vanous trade barviens, and politscal and economsc instability

Intermer. As a result of the MFS Merger, the Company now provides through ity subsiduary, UUNET, a comprehensive range of
Internet access options, applications and consulting services talored 1o meet the needs of businewses and professionals. UUNET s
solution has been designed 1o addrews many of the needs of businewses and professionals relating w Internet wse.  The UUNET solution




is based upon UUNET s high performance, domests and internabional network infrastructure designed specifically to provide reliable
Inter=1 connectivity to buiineises with demanding throughput requirements

UUNET makes available to customers a variety of products and services, including dedicated and dial-up Internet access, Web server
hosting and content development services, chent software and secunity products and training, all of which can be integrated by UUNET
through ity network megration and consulung services.  UTUNET enables Internet users 1o purchase scoess, applications and services,
including int=gration services, through a single source. UUNET s producis and services are supported by a technical stafl that is
highly eapenenced @ Internet operations and services.  UUNET s network operations center monitors traffic scrows UUNET s
network 24 hours per day, seven days per week

UUNET s primary Internet acoess options include (1) dedicated Internet access, with service ranging from high speed services (T-1
and above) for very large busmesses with demanding throughput requirements to medium speed service via dedicated lines or frame-
relay for smuall 10 mid-sure businetses, and (i) dial-up Internet access.  These Internet access optioas are sold in the United States and
in many foreigu countnies, and are alw offered under varying names and different prices

Other Services. The Company offers a broad range of related services which enhance customer convensence, add value and provide
addmonal revenue sources. Advanced "EDIDT service offers features for caller and customer convenience, including & vanety of call
routing and call blocking options, customer reconfliguration, termenation overflow to switched or dedicated lines, Dialed Number
Idemification Servioe (DN1S), real-ume Automat Number Identification (ANT), and flexible afier-hours call nandling services. The
Compary ‘1 travel cards offer worldwade calling services, caller-friendly voce mail with message waiting signal, message storage and
delivery, conference ca™ing, perwmal grectings, wpeed duling, cudomer deactivation and reactivation of cards, customer card, and
private-label card opti a. The Company 18 also 3 market lcader for the prepasd calling card whach allows a purchaser 1o pay in
advance for a specific number of long distance mirutes.  The prepasd calling card 15 succesafful in the colleciors’ market and continues
10 be a growing source of revenues for the Company

The Company outsources the management of s broadcas operations, which provides satellite transmiison and distribution of radio
and television programming for magor network, cable, syndication, pay-per-view, sports and specul event programmers.

The Company also designs, nstalls, and micgrates “turnkey ™ tramumessscn faculities and commumications networks prumanty for
internutional customers.  Services provided include fived customer premine carth stabions, network management systems, sysiem
integration comuluing and propect management

As a reswslt of the MFS Merger, the Compuny alwo provides development, devign and enginter ag, project management, constraction
and support of nerworks and systems 10 3 range of third-party customens. It is an indus. ¥ leader m the creation of advanced
cormumuErCaton and trampertation vy stems, through the imegranon of advanced techanlogres for telecommumscations, (ranspOrtation
and security applcations

Transmlsslon Facilities

Domestically, the Company owns one of four nationwide fiber optic networks in the country, cons'ng of more than 22,000 miles
of fiber opiic cable, Miber optic hackbone and distribution nngs, and mcrowave egupment with access 10 over 50,000 miles of
additional fiber optxc network through lease agreements with other carmens. The Company acguired the magorty of this network
through the purchase of WilTel, which owned 2 network of approxemately |1 000 miles of fiber opiic cable and digital microwave
facilities with accesa to approumately 30 000 miles of addiional fiber optic network through lease agreements with other carmien

For local service, the Company serves over 13,200 buildings mn the United States and 928 buildings in sin foreign countries are
currently serviced erther directly of INough interconnection

Deployed in approvemately 41 business centers throughout the Unmted Sutes, Exrope and the United Kingdom, the Company s local
networks are constructed using ning topology.  Transmission networks are based on either conventional asyachronous multiplening
of SONET (*Syrchronous Optical Network®) equipment. European networks are hased on Synchronous Dagital Hierarchy ("SDH™)
technology. Network hackbones are installed in conduits owned by the Company or leased from third paries such as utilities,
raifroads, bong ditance carmers, state highway authorities, kocal povernments and transit authorities. Lease armangements are generally
executed wnder multi-year terms with repewal opbions and are non-ewdluuve




Buildings are connected 1o the Company’s network wnng extenssoms (known as “laterals”) which are then connected o 2 local
destribution loop and ultsmately 10 2 high speed fiber backbone which originates and terminates ot one of the Company's central nodes.
To serve customers in buildings thai are not located on the network, the Company wtilizes leased T-1s or unbundied local loops
obtained from the LECy. Trammnsion signals are generally sert through the nctwork sumultancously on both primary and secondary
paths thereby providing route diverssty and disaster protection

Mot busldings served have a docrete Company presence (referred to as a “remaote bub®) located within the building. Company-owned
intermal building wiring connects the remote hub to the customer premises. Customer terminal equipment is connected to Company-
provided electronic equipment generally located n the remote hub where ongoing customer tramsmuision signaly are digitized,
combined and comverted into optical sigrals for tramport 1o the central node. Signals are then tn:nnﬁlul'td and routed to their fnal
destiration

Imernationally, the Company owns fiber opric facilities on most mapor inecrmational undersea cable syssems in the Pacific and Atlantic
Ceean regions, providing (iber optic cable connections between the United States and the Pacific Rim and the United States and
Europe. WorldCom also owm liber optic cable for services to the Commonwealth of Independent States, Central America, South
America and the Canbbean.  The Company also owns and operates |3 micrnational gateway satcllite canth statons, which enable it
to provade publc switched and private line voxce and data communications o and from locatsons throughout the World. Through the
MFS Merger, the Company alw provides miermabonal service by leasing submarine cable capacity from international carriers as well
a1 taking cwnerdup mictous and obleimng indefeavble rghts of we capacity on other submanne cables. The Company will contmue
to comider whether 1o purchase or lease swubmarnne cable capacity on a case-by-case, site specilic basis. In 1996, the Company
recerved authonity to construct and operate a high capacity digital Giber optic submarine cable between the United States and the United
Kmngdom and has begun construchon

The Company’s abulity to generate profits n lirgely dependent upon s ability 1o optimite the different types of transmission facifities
wsed 10 proceis and complete calls.  These facilities are complemented by a least cost routing plan which is accomplished through
digital switching technology and network routing software.  Calls can be routed over fined cost transmission facilities or variable cout
transmisiion facilstres. Fiaed cout facilities, including the Company ‘s owned networks, are fypically most cost effective for routes
that carry high volumes of traffic. The Company s evpansion has generally been 1o contiguous geographic areas which has enabled
the Company to concentrate & significant portion of its traffic over flined cost tramsmission facilities and thereby achieve an overall
bower network cost. |n addaon, 3 vanety of lease agreements for fived and varable cost (usage sensitive) services ensure diversity
i processing calls

Network Switching

The Company cwms of leases computerized network ywitching oquipment that routes its customers” long drdance calls. The Company
presently maintams approxvim . ely 50 digital switching centers. The Company ‘s digital twitching equipment i inferconnecied with
digital trammistion lines, The Company’s entirte vwiiching network utilazes 557 common channel signaling, which mcreases
efficiencies by climmating connect time delays and provades “look ahead™ routing.  In addition 1o networking, the Company's
switching cquipment wvenifies customers’ pre-assigned suthodzanon codes, fecords billing data and mondors sysiem qualicy and
performance

The Company currently has |4 domestic switches and 4 intermational local switches.  The Jocal switches are capable of providing both
local and long detance call funciions while the gateway swtches have the specific purpose of transferring domestically onginated calls
to the rext of the world. It is the intention of the Company to deploy a number of additional ywitches in 1997 both i existing CAP
service areas and in new markets not currently providing facilines-hased switched local service

In addmion 10 the switching centers, the Company has 3 pumber of other network facility locations known a3 points of presence
"POPs"). These POPs allow the Company 10 concentrate customers’ traflic at locations where the Company has not installed
swilching equipment.  The tralfic i carned to swriching centers from POPs over the Company's digital transmission nefwork.

The Company ‘s ATM network ulilazes the Company 'y intracity fiber connectons 1o customers, Company-owned ATM switches and
high capacity intercity fiber connections generally leased from other carniers. ATM is a recently commercialized switching and
trassmingion echnology bawed on encapaulaton of informatson m shor (53-byte) fiscd-length packets or "cells * ATM switching was
specifically developed to allow switching and trammussion of mined voice, data and video (sometimes referred (o as “mullimedia®
taformatson). [n addition, certam characteristics of ATM switching allow vwiching information to be durectly encoded in integrated
curcuitry rather than in wltware




Internet Network Infrastructure

UUNET"s Intcrnet infrastiucture is based on s own 45 Mbpa, D5-) leased line, frame relay-hased metwork. Thos neiwork
mfrastroctore erables cusomens 1o acoess the Indernet through dedscated hines of by placing a local telephone call (dual ) through
a modem 1o the nearest UUNET POP. Once connected, the customner s traflic s routed through ULUINET s petwork 1o the desired
Internet location, whether on UUNET's petwork of clicwhere on the Internet.  As of December 1996, UUNET s network
infrastructure allowed local access 1 users af B43 U'UNET POPs. 516 of them outide of the Unsted States

In February 1997, WorldCom announced a $300 million expansion and upgrade plan for the UUNET network *afragtructure. The
plan involves migrating network hackbone segments 1o support OC1 2 [P transmissson, the highest speed currently available, and will
more than quadruple the available capaciry m terms of both hackbone handwudth and dul-up capacity

Rates and Charges

Long [xstance and Local Service. The Company charges swiiched customers on the basis of minutes or partial minutes of usage &t
rites that vary with the distance, duration and tme of day of the call. For local service, customers are billed a fixed charge plus
wmage. The rates charged are rot affected by the partcular tramemmnon facilities selected by the Company o network switching conters
for trammiiason of the call, Addtonal ducounts are avadable to customern who generate higher volumes of monthly wage

Domestic and imtcrnatonal buseness services are promaridy bidled m sin-second mncrements, others are billed i partial memses rounded
1o the next minute. Swiiched long dntance and Jocal services are balled i arrears, with monthly bdlng staternents semaring date,
time, duratk.n and charges, private line services are bulled monthly in advance, with the invoice indicating the number of circuits and
applicahle ratev

The Company ‘s rates are generally devgned to be competitive with those charged by other long ditance and local carmers. The rates
offered by the Company may be adjusted in the future of other IXCs, LECy and CAP: continue to adjust ther rates. Continued
improvement in the domeutic and mternatonal cod! wructures allows the Company to offer competitive rates whule mamtaming
acceplable margins

Internet Accenn ane Servicer. UUNET s Internet access optiom are sold wn the United States and i many foreign countries for
domestic Intermet access. Prces wary, Based on service type.  Due to vanows factors, such a3 available welecommunications
technology . foreign government regulation, and market demand, the service optom offered cutisde of the Unned States by UUNET
vary as to speed, price and sustability for varous purposes

Markrting and Sales

WorldCom markets s long destance services primaniy through a derect sales force Qogeted at specific peographic markets. With the
MFS Merger, the Company beleves that @ o posstaoned o offer a unsgoe combenation of local, long detance and imternational calling
and Internet-tased services wld by a combined wales force of over 2,500 people. WorldCom's wales force also provides advanced
sales specialuation for the dats and infernabional marketplaces, including domestsc and ini=rnatonal private lae services

In each of s geographic markets, the Company employs full service support teams that provide &3 customers with prompe and
pensonal atgention. With offices natonw de, WorldCom's localuned management, sales and customer support are designed 10 engender
2 high degree of customer loyalty and service gualiy

Competition

Virtually all markets for telecommumications services are eutremely Competitive, and the Company cxpects tha! competstion will
mtendify i the fuure. In cach of the markets m which o offers telecommunications services, the Company faces u‘mﬁ:ﬂ
competition from carriers sith greater market share and financial resources.  The Company competes Somestically with incumbent
providers which have hegorcally domnaied their local telecommunicatons markets, and loag dntance carmers, for the provison of
long distance services  In certan markets, the incumbent provader offers both local and long dstance servicer.  The incumbent LECs
presently have numerous advantages as a result of therr histore monopoly control of the local exchange market. A confimung trend
toward business combinations and allunces i the telecommunicabons mdusiry may create ugmfiicant pew competiton (o the
Company. Many of the Company’s existing and potential competston have fimancul, personnel and other resources significantly
greater than those of the Company. The Company also faces competition from one of more compelitons in most markets in which
it operates, including other CAPy operating fiber optad networks, in some cases 0 conpunction with the local cable television operaior
Each of ATAT, MCT and Spring han indicated its ingention to offer local ielecommunications services m mujor Unmted States markets




using ity own Tac “iwies or by resale of the LEC' of other providers’ services. Other potential competitors include foreign telephone
compamcs, cable ieleviuon companes, wirelow iclephone companes, electng utilitses, microwave carmners and private networks of

large end users. In addstion, the Company competes with equipment wendors and inatallers amd telecommumications management
compamics with respect 1o certan porions of its buniness

In uverseas markets, the Company competes with incumbent providers, many of which sull have specual regulatory status and the
exclunive nghts o provide certam services, and virtually all of which have historically dominated their local, domestic I.:m‘ distance
and internatioral services markets. These incumbent providers have numerous advantages including exnting faciltie, cusiomer
loyalty, and wbstantial financul resources. The Company aluo competes with other service providers m overseas markets, many of
which are affiliated with incumbent providers in other countnes.  Typacally, the Company must devole eLiemuve resources o obtaining
regulatory appron als pecevaary 1o operate m overseas markets, and then 1o oblaimng access 10 and mterconnection with the ncumbent”s
npetwork on & on-discrominatory basis

For most of the Company s communicalions services, the factor® critical 1o a customer”s chowce of a service provider are cosl, case
of use, spesd of maallation, quality, reputation and, in some cases, geography, and network uze. WorldCom's obyective i to be one
of the most responsive service providers, particularly when providing customized communications services. ' WorldCom's afray of
commurcations faciliey and iiderrabonal relationsheps, together with ity engincening and operations capabality, provide WorldCom
with comaderable Nexibility m tadoring cost-effective communications services o meet iy customens” requirements.  Ownership off
this network allows WorldCom o implement complex permanent and femporary commar Cabions circus (o and from virtually any
locaton in the world. WorldCom relies on ols decentralized management structure and the local enemtation of is operations and
personnel to distingunsh iself from larger, less pensonalived operations.  In addstion. WorldCom's understanding of international
telecommunications technical and regulatory msues has often allowed WorldCom o provide prompt solutions to the diverse
commumications needs of multnatonal corporations, government entitics and other organizations. No aswarance can be given,
howewver, that the Company’s strategies will be successful

The Company may also be subpect to additonal competibon due 1o the development of new technologies and increased availability
of domestic and international transmission capacity. For example. even though fiber-optic networks, such as that of the Company,
are now widely used for long dotance transmassion, if s possible that the desarabality of such networks could be advernsely affected
by changing technology . The telecommumcations industry is in a penod of rapid technological evolution, marked by the introduction
of new product ard service offerngs and increavng satellne and fiber optic tramsmessson capacty for services simalar 1o those provided
by the Company . The Company canniot predict which of many posible future product and service offenags will be important o
mantan ity competitive postion of what expenditures will be required to develop and provide sch products and services

Under the Telecom Act and encuing federal and state regulaton metutves, barrers 10 local exchange competition are bemng removed
The troducteon of soch compettion, however, also establishes ihe predicale lor the BOCs 1o prowide in-region interexchange long
distance services. The BOCs are currently allowed to offer certam “incidental” long distance setvice in-region and 1o ofYer out-of-
repon bong detance services. Once the BOCs are allowed 10 offer in-region long distance services, they could be in a position 1o offer
single source locall and long destance service sumalar 1o thise beang offcred by the l.-m‘l'm The Compamy expeots that the incressed
competitun made possthle by regulatory reform could result in certun pocing and margin pressures in the domestic
telecommunicalions setv et business

The Company, through (UNET, alwo competes in the market for [nternet acoess and on- line services.  This market is also extremely
competitive.  The Company expects that competaion will mtensify in the future. The Company belisves that its ability (o compete
successfully wn this ma-het depends on a number of factors, including  market presence; the abiliy 0 cxecwe a rapsd expansson
strategy, the capacaty, recabilary and securmy of sty petwork mfrastructune, case of access 10 and navigation on the Internet; the pricing
policies of iy competitons and suppliers; the timing of the introduction of pew products and services by he C(‘l'nplny and s
competitors, UUNET s abwlay o ugpport induntsry standands; and induntry and gereral economic trends.  The swuccess of the Company
in this market will depend heavily upon UUNET s ability to provide high quality Internet connectivity and value-added Internet
ErVicey Al Compelilive prwes

The Company cupects that all of the mujor on-line services providers and te lecommunications companies will expand their current
scrvices 10 compene fully i the Internet access marker. The Company belicves that new competiton, including large computer
hardware, software, medu and other technology and iclccommunication compames could enter the Internet access market, resulting
in even greater comgetition for the Company.  Cerntain companies, including America Online, AT&ET, MCI, BEN Corpotation and
P5INet, Inc., have obtaimed of cxpanded their Intornet accews products and services an a2 resalt of acquistions and stralegic
imvestments.  Such scquanitsons may permit ULNET s competrtors (o devote grester resources (o the development and marketing of
new competitive products snd services and the marketng of exnting competitive producty and services.  The Company eapects these
Cguntions and Srateps mvestments 10 increase, thus creating significant new competron for UUUNET




As UUNET continues 1o expand [nternet operations outude of the United States, UUNET will be forced to compete with and buy
serviced from government-owned of subtidired telecommunscations providers, some of which may enjoy a muonopoly on
telecommumcations services cssental to ity business.  UUNET will also encounter competition from companses whose operating styles
wre subseantially different from those that it usually experences. For example, in the Unated Kingdom, the Compary competes directly
with: (1) elecommunications compamics, such as British Telecommunacations pic, Mercury Communications Limited and others;
(2) other Internet access providers, such as Demon Internet Limited and EUnet GH Limuted; and (3) on-line services providers, such
as CompuServe, America Online/Bertelsmann, Microsoft and ATAT. These foreign competitors may also possess a betier
understanding of their local markets and may have better working relatiomhips with local telecommumications compamies.  There can
be ro aswrance that UUNET can obtam suimilar levels of local knowledge, and failure to obtain that knowledge could place UUNET
at a competitive disadvantage

Regulation

Geaeral. The Company o subject to varying degrees of federal, state, local and overseas regulation. [n the United States, the
Company 15 most heavily regulated by the states, especially for the provision of local exchange services. The Company must be
scparately certified in cach state 1o offer Jocal exchange and intrastate long distance services. No stats, however, subjects the
Comparny to price cap of rate of return regulation, nor is the Company currently required 1o obtain FCC authorization for installation
or operation of ity fiker optic network facilawes and switches used for domestic services. FCC approval i required, however, for the
inseallation and operation of us miernations facilities and services. The Company s wbject to varying degrees of regulation in the
foresgn jursdictions in which it conducts business including suthorzation for the installation and operation of its network facilities
Although the trend in federal, state and overseas regulation appears o favor increased competition, no assurance can be given that
changes m current or futs e regulations adopied by the FCC, state cr foreign regulators or legislative initistives in the United States
or shroad would not have a material adverse effect on the Company

On February B, 1996, Presdent Clinton signed the Telecom Act which: permats, without limitation, the BOCs to provide domestic
and intermational long ¢ fance services to customers located outiide of the BOCs" home regions; permits a petitoning BOC 1o provide
domestic and international long distance service 1o Sustomen within ity home region upon a finding by the FCC that a petitioning BOC
has satrsfied certain crstera for opening up ©s local exchange network to competition and that is provision of long distance services
would further the public interest; and removes exsting barriers 1o entry ingo local service markets.  Addawonally, there are uignificant
changes in the mannes in which carrier-to-carrier arrangements are regulated at the federal and state levels; procedures 1o revise
universal service stndards; and penalties for enauthorized switching of customers. The FCC has instituted proceedings addressing
the implementation of this legnlabon

On August 8, 1596, the FCC released its FCC Interconnect Order which establivhed nationwide rules designed 1o encourage new
entrants (o participate in the local service markets through interconnechon with the incumbernt local exchange carrers ("ILECS™), resale
of the [LEC"s retail services and unbundled network elements. Theses rules set the groundwork for the statutory critera governing
BOC entry into the long distance market. WorldCom cannot predsct the effect such legislatic~ or the implementing regulations will
have on it or the industry.  Motions to stay implementation of the FCC Interconnect Order were filed with the FCC and federal courts
of appeal. Appeals challenging, among other thingy, the validity of the FCC Interconnect Order were fled in several federal courts
of appeal and assigned to the Eighth Circuit Court of Appeals for duposition. The Eighth Circust Court of Appeals has stayed the
pricing provisions of the FCC Interconnect Order. WorldCom cannot predict either the outcome of these challenges and appeals or
the eventual effect on s business or the indusiry in general

On December 24, 1996, the FCC releasad a Notice of Proposed Rulemaking (*NPRM®) seeking to » orm the FOC's current access
charge policies and practices to comport with a competitive of polentally competitive local access service market. The NPRM seeks
comment on a number of propodals for a senes of reforms to the exsiting switched access charge rate sructure rules that are designed
to elimirate economic inefliciencies. [n addition, the FCC proposes 10 uie, cither altermatively or in combmation, two approaches
for addreing: claims that access charges are excessive: 3 transition 1o economic based pricing of access charges; and, deregulation
of incumbent local exchange carriers as competition develops. The FCC is evaluating the use of either a market-based approach. a
prescriplive approach o a combination of both.  Such charges are a principal component of the Company s line cost expense, The
Company cannot predict whether or not the result of this proceeding will have 3 material impact upon its financial position or results
of operations.

In the NPRM., the FCC tentatively concluded that information services providers (including among others Internet service providers)
should not be subject to existing interstate acoess charges. However, the FCC recognized that these services and recent technological
advances may be constramed by cutrend regulatory practices that have their foundations i traditional services and technologres. The
FCC issued on December 24, 1996, 3 Notice of Inquiry to seek comment on whether it should, in addition to access charge reform,
consader actions relating to interstate information services and the Internet. Changes in the reguistory environment relating 10 the
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legunlation, regulatica or regulatory changes muy have on its business.

International. ln December 1996, the FCC adopied 2 new policy that will make of caver for United States internatsonal carniers 1o
obtam suthority 10 route mtermatonal public switched voice traffic 10 and from the Unsted States outside of the wraditional settiement
rate and proportanate return regEmes. lnFtB'ur}l'ﬁ“l_ll:Uﬁmm-mawwt‘r“m'm,nnmtu
*WTO Agroement”) that should kave the effect of libcraluing the provisson of swiltched vouce ickephone and othe welecommunications
services in many foreign couniries over the next several years. As a result of the WTO Agreement, WorldCom expects the FCC,
among other things, 1o reexamune i3 policwes regarding (1) the services that may be provided by foreign cwned Unsted States
international common carmiery, including carmers owned or contro'led by foreign carners that have market power in their home
markets, and (n) the provison of mternatsonal swrched vouce services outude of the iradstional settiement rate and proportionale Femum
regimes.  Although the FOC's new Mexible setilement rate policy, and the WTO Agreement and any ensuing FCC policy changes,
may resalt in lower cous o the Company © terminate isernational traffic, there 1 a rk that the revenues (hat the Compary receives
from whownd weerratonal tralfx may decrease 10 an ¢ven greater degree. The implementation of the WTO Agreemens may abio make
it caseer for foreign carmers with market power in thewr home markets 1o offer Unsted States s ‘oreign curtomens end-o-end services
o the dsachantage of WorldCom, whach may [ate subutantal obatacles in obtamung from foreign povernments and forergn carmen
the authorsty and facilities 10 provide such end to-end services

The Companmy 1 of will be subject 1o the applicable lawy and has obtiined of will need o obtain the approval of the regulatory
suthority of each overseas country i which it provides or proposes to provide telecommunications services.  The laows and regulatory
reguiremnents vary from country 0 country. Some countnes have sabntantally deregulated vanous commumcations services, whale
other countries have maintained strict regulatory regimes.  The applscanon procedure 1o enter new markets can be Lime -Consuming
and costly, and terms of lcenses vary for different countries. There can be no aswurance that the Company will recetve all
suthorizatons or hoemes necessary for new commumcsbons services of that delays in the Iumung process will not adversely affect
s butiness

Alien Ownership. The Communications Act of 193, as amended (the "Communcations Act”) probubaty any entity in which more
than 20% of e capstal stock s owned of record or voted by noncatizens or 2 foreign government or s representative from receiving
or holdng a common carmer radso transmission heemse (including microwave). The Communications Act alwo probibits subudancs
of any entity of which more than 29% of the capital sock 1 owned of record or voted by noncitirens from receiving or holding
Commos carre? radio tramaminon licenaes (including microwave), if the FOC finds that the public mterest would be served by the
refusal or rewocation of the licenses under thoswe circumstances. The Company s charter restrcty aggregate beneficial ownerihip of
the Common Stack by cortam foregn sharcholders 10 20% of the tofal outitarchng stock, and subpecty eacess shares (o redemptaon.

Risk Factors

Prospective imvestons should carefully condader the following ruk factors. together with the other mformation contained  thys Form
10-K. m evalusting the Company and ity buunew before purchasing sts securtees.  [n partcular, prospective imveston should note
that thes Form 10-K contains, forward-looking statements within the meaming of the Private Secunites Ligation Reform Acy of 1993
and that sctual resulny could ¢ Ter maserally from those consemplased by such watemnents.  The factors Inted below represens ceram
important facton the Company believes could caane such results 1o differ.  These factors are not intended 10 represent 2 complete last
of the general or specific naks that may affect the Company . U should be recognured that other raks may be ugnificant, presently
or m the futere, and the ks set forth below may affect the Company 10 4 greater extent than mdscated

Risks of [screased Financial Leverage, Debt Service, Inieress Rate Flacrsanons, Pousie Kedaction in Liguidity, Dividend
Restrictions and Other Restrictive Covenants Al December 31, 1996, the Company had $4 80 iilion of long-term debt (including
capstal leases and eschading Currend maturites) and 3 long-term deld 10 equity rato of 0.37 10 1.0. On jene 23, 1996, the Company
replaced us then eunting 33 41 billwa credat facilmes with & new 53,73 ballion five-year revolving oreddl facilry (the “Credst
Facality™). The Credst Facility has a five-year term and bears mierest, payable in varying perods, depending on the interest perwd.,
not 10 eaceed wit monthi, o rates selected by the Company wnder e termn of the Crodat Facility inchudeng 3 Buse Rate or the LIBOR,
plus applicable margin.  The applicable masgin for a LIBOR rate borrowing vanes from 0.35% 10 0 8755 bhased upon 3 specified
financial test. The Credat Faciliy i smsecured and requares compliance with certun financial and other operating covenants whach
limn, among other thungs, the mcurrence of additonal indebtedness by WorldCom and restrcts the payment of cash drvadends o
WorldCom's sharcholders. The Creda Facilery o adwo subypect 10 38 anral commument fee not 0 exceed 0 13% of any unborrowed
porton of the Creda Facilay




TIncreases in interest rates, economic downturns and other adverse developments, including factors beyond the Company s control,
could impair its ability 10 service its indebtedness under the Credit Facility.  In adduion, the cash flow required 1o service the
Company's debt may reduce its abdlity to fund internal growth, additional scquisitions and capital improvements. In addition, the
Credit Facility restricts the payment of rash dividends and ctherwise limits the Company’s financial flexibility. See Item 7,
*Management's Discussion and Aralysis of Financial Condition and Results of Operations

The Company has historically utilieed cash flow from operations w firance capital expenditures and a misiure of cash flow, debt and
stock 10 finance acquisitions. The Company expects 1o experience increased capital intemsity due to network expansions and believes
that funding needs in excess of internatly gencrated cash flow will be met by accessing the debt markets. The Company has filed a
shell Registration Statement on Form §-3 with the Sccurities and Exchange Commission (the “51C7) for the sale, from time to time,
of one or mote seties of unsecuted deld securities having an aggregate value of up to $3.0 billion. The Company expects 1o draw
down a portion of the shelfl registration in the first haif of 1997 to pay down commercial bank debt but maintain increased credit
availability and flexibility for capital spending. No assurance can be given that any public financing will be available on terms
accepuable o0 WorldCom

Acquisition Integration. A major portion of the Company’s growth in recent years has resulted from scquusitions, which mvolve
Cerain "pe[nmruj and financeal ruks G’Jpeulnxul raks include the possibality that an acguisition does not ultimately p‘ﬂ'.l'\‘lik the
benefits originally anticipated by management of the acquiror, while the acguitor contimues 10 inCur operating expenses (o provide the
services formerly provaded by the acquited company.  Fimancial risks involve the incurrence of indebtedness by the acquiror in order
to effect the acquisition and the consequent need to service that indebtedness. [n addition, the nsuance of stock in connection with
acquisitions dilutes the voting power and may dilute certam other interests of existing shareholders. In carrying out its acquisition
strategy, the Company atiempts to minimize the risk of unexpected labilities and contingencies associaled with acquifed busineises
through planming, mvestigation and negotiation. but such unexpected liabilities may nevertheless accompany scquisitions.  There can
be no assurance that the Company will be successful in sdentifymng attractive acqunvition candidates or completing additional
acguisitions on favorable terms

Additionally, achieving the expected benefits of the MFS Merger will depend m part upon the mtegration of the buninesses of
WorldCom and MFS, together with UUNET, in an efficient manner, and there can be no assurance that this will occer.  The transton
in a combined company will reguire subiantal attention lrom managemend. The diversion of management atiention and any
difficultres encountered in the transition process could have an adverse effect on the revosues and operating results of the combined
company. In addition, the process of combining the three organizations could cause the interruption of, or 3 disrupton in, the
activitics of any of all of the companies” businesses, which could have 3 material adverse effect on their combined operations.  There
can be no assurance that the Company will realize any of the amicipated benefits of the MFS Merger

Contingent Liabilities. WorldCom ts subject to a number of legal and regulatory proceedings. While WorldCom believes that the
probable outcomie of these matters. of all of them combined, will not have a material adverse effect on WorldCom’s consolidated
results of operations of Ninancial position, no assurance can be given that a contrary result wall not be obtaned. See llem 3 - “Legal
Proceedings.*

Riks nf International Hevness. The l.'*mn‘un} derives substaninl revenues by providing intermational communications services 1o
United States commercial and carriet cusomners. Such operations are subject to certain risks such as changes in Umited States or
fareign government regulatory policies, disruption, suspension of termination of operating agreements, and currency fluctuations,
1n particular, the Company s revenues and costs of sales are sensitive 1o changes in international settlement rates and international
traffic routing patterns.  The -ates. that the Company can charge its customens for iternational services may decrease in the future
due 10 the entry of new carners with substantial resources, aggressiveness on the part of new of existing carners, the widespread resale
of international private lines, the provision of international services v non-traditional means ncluding the Iraermet, the consummation
of mergers and joint ventures among large international carriers that facilitate targeted priceng and cost reductiond, and the rapid
growth of international circuit capacity due to the deployment of new undersea fiber optic cables and new high capacury sacellite
systemns in the Atlantic, Pacific and Indian Ocean Regions

Risks of Overseas Buniness Operations. The Company derrves substantial revenues from prov iding services 10 Cuslome s in DVeTieas
locations, particulasly the United Kingdom and Germany, Such operations are subject lo certian risks such as changes in the legal
and regulatory policies of the foreign jurisdiction, local political and economic developments, currency Muctuations, exchange controls,

. royalty and tax increases, retroactive tax claims, expropriation, and import and export regulations and other laws and policies of the
United States affecting foreign trade, investment and taxation. In addition, in the event of sy dispute amsing (rom foreign operations,
the Company may be subject to the exclusive jurisdiction of foteign couns and may not be successful in subjecting foreign perions
or entities to the juridiction of the courts in the United States. WorldCom may also be hindered of prevented from enforcing its rights
with respect to foreign governments because of the docinine of sovereign immumnity




There can be no assurance that the laws, regulaiions or adminsstrative practices of foreign countries relating 1o WorldCom's ability
to do business in that country will not change. Any such change could have a material adverse effect on the business and Mnancial
condition of WorldCom

Dependence en Availabduy of Tranimisuon Facilines. The futare profitabslity of the Company wili be dependent in pant on its ability
1o wtilire transmusson facilines beased from others on a cou<ffective basis.  The acquisitions of MFS, WilTel and IDB have reduced
the leasing risk through the ownership of significant domestic and iternational facilines, however, due 1o the possibility of unforeseen
changes in mdustry condiions, the continued availabadity of leased trasumituon facilitees ot hastorcal rates cannot be assured. Sex
“ltem | - Businesa - Traramuuon Facilities*

Rapid Technological Change; Dependence Upon Product Developmens. The itlecommumcations industry is subject 1o rapid and
ugmficant chacges in technology. While WorldCom does not believe that, for the foreseeable future, these changes will exther
materally or adversely affect the contimued wse of fiber optec cable or materially hinder its ability 1o acquire necessary technologies,
the effect of echnological changes, including changes relating 10 emerging wireline and wireless transmission and switching
technologies. on the businesses of WorldCom cannot be predicied

The market for the UUNET s Internet -related products and services i charactenzed by rapadly changing technology, evolving industry
standards, emerging competition and frequent new product and service introductions.  There can be no assurance that UUNET will
successfully identify new product and service opp ctunities and develop and bring new products and services to market in a timely
manner, UUNET n also af rk from fundamental changes in the way Internet acoesd services are marketed and delivered. UUNET s
Internet service wralegy asuames that the Trassmesuon Control Protocol Taternet Protocol “TCP/TP), wtilizing fiber optic or copper-
based telecommunications infrastructures, will continue to be the primary protocol and transport infrastructure for Internet-related
services. Emerging transport aliermatives include cable modems and wtelliie delivery of Internet information:; alierative open protocol
and proprietary protocol standards have been or are being developed. UUNET s pursunt of necessary technological advances may
require substantial Lime and expense, and there can be no assurance that UUNET will succeed in sdapting ity [nternet services business
o alternate access devices, conduts and protocols

Regulation Riks. The Company is subject to extensive regulation at the federal and state levels, as well as in various foreign
countrics in connection with certan overseas business activities.  The regulatory environment varies substantially by jurisdiction.

The Company it sshject 1o varying degrees of federal, state, local and international regulation. [n the United States, the Company
is most heavily regulated by the states, especially for the provision of local exchange services. The Company meet be separately
certified in each state 10 offer local exchunge and intrastaie long datance services. No state, however, subjects the Company to price
cap or rate of returm regulation, nor i the Company currently required 1o obtain FCC authorzats | for installation or operation of
ity network facilives used for domestic services.  FCC approval v required, however, for the nstallation and operation of its
international facilities and services. The Company 13 subject (o varying degrees of regulation in the foreign jurisdictions in which it
conducts business including authorization for the installation and operabon of s network facilities. Although the trend in Federal,
staee, bocal and international regulation appeart 1o favor increased competition, no suurance can be given that changes in current of
future regulations adopeed by the FCC, state or foreign regulstons or legivdative initistives in the United States and abroad would not
have & matenal adverse effect on the Company

On February 8, 1996, Pressdent Clinton vigned the Telecom Act which: permits, without Limitaticn, the BOCs 1o provide domestic
and mierrutonal fong ditance services 1o cusdomers located outsade of the BOC" home regions; permuts a pettiocung BOC 1o provide
domestic and international jong distance service 10 customens within ity home region upon a finding by the FCC thal a petitioning BOC
has satisfied certain crieria for opening up s local exchange network 1o competition and that its provision of long distance services
would further the public interest; and removes eunsting barmens to entry mto local service markets.  Addutionally, there are significan
changes in the manner in which carnerdo-carmer arrangements are regulated st the federal and state levels; procedures 10 revise
univeral service sandards, and penalnes lor unauthotized switching of customers The FCC has instatuted proceedings addressing
the implementation of this legilation

On Auguat B, 1996, the FCC released its FOC Interconnect Order whch established nationwide rules designed 1o encourage new
entrants o parncipate in the local service markets through interconnection with the [LECh, resale of the [LLEC"s rewail services and
unbundled network elements.  Theses rules set the groundwork for the satutory criteria governing BOC entry into the long distance
market. WorldCom cannot predict the effect such legislation or the implemnenting regulations will have on it or the industry. Motions
1o sty implementation of the FCC Interconnect Order were filed with the FCC and federal courts of appeal. Appeals challenging,
among other things, the valudity dmrcchmmmom-mrmﬂmm“ﬂwmmmmw
Circuit Court of Appeals for disposition.  The Eighth Circuit Court of Appeals has stayed the pricing provisions of the FCC




Interconnect Order. WorkdCom cannot predict esther the outcome of these challenges and appeals or the eventual effect on its business
or the indus. v in general

On December 24, 1996, the FCC released the NPRM seeking to reform the FCC's current acces charge policies and practices b
comport with 3 competitive or potentially competitive local access service muriet.  The NPRM seeits comment on 8 number of
proposals for 3 series of reforma to the existing switched access charge rate structure rules thal are designed 1o eliminate economic
inefTiciencies. In addation, the FCC proposes to use, cither aliernatively or in combination, two spproaches for addressing: claims
that acceds charges are excesiive, a transibion to economic bawed pricing of access charges; and, for deregulation of incumbent local
exchange carriers 43 competition develops. The FOCC is evahuating the use of either a market-based approach, a prescriptive approach
of a combiation of hoth. Such charges are 2 principul component of the Company's line cost expense.  The Company cannot predict
whether of not the result of this proceeding will have a material impact upon its financial position or results of operations

1a the NPRM, the FCC tentatively concluded that information services providers (including among others Internet service providers)
should oot be subject 1o exnting interstae access chatpes. However, the FOC recognured that these services and recent iechnological
advances may be comtrained by current regulatory practices that have their foundations in traditional services and technologies. The
FCC insued on Decernber 24, 1996, 5 Notice of Inquiry to seek comment on whether it ihould, in addition to access charge reform,
ronvider actions relating 1o interstate informanion services and the Internet.  Changes in the regulatory environment relating 1o the
telecommunications or Internet-related services industry could have an adverse effect on the Company*s Internet-related services
business. The Telecom Act may permil lelecommunications companies, BOCs or others 1o increase the scope or reduce the cost of
their Internet access services. The Company cannot predict the effect that the Notice of Inquiry, the Telecom Act or any future
legnlation, regulation or regulatory changes may have on ity butiness

In December 1996, the FCC adopted a new policy that will make i easier for United States intermational carrbers to obtain authority
to route international public switched voice traffic 10 and from the United States outside of the traditional semtlement rate and
proportionate return regimes. In February 1997, the Unned States entered into 3 WTO Agreement that should have the effect of
liberalizing the provision of switched voice telephone and other telecommunications services in scores of foreign countries over the
pext several years. As a result of the WTO Agreement, WorldCom expects the FCC, among other things, 1o reexamine its policies
regarding (1) the services that rmay be provided by foreign cwned United States imernational common carniers, including carriers
owned of controlled by foreign carviers that have market power i their home markets, and (1) the provision of international ywitched
voice services outiide of the traditional settlement raie and proportionate return regimes. Although the FCC™s new fexible settlement
rate policy, and the WTO Agreement and any ensuing FCC policy changes, may result in lower costs to the Company to lerminate
international traffic, there is a risk that the revenues that the Company receives from inbound international traffic may decrease to
an even greater degre- . The implementation of the WTO Agreement may also make o easier for foreign carriers with market power
ins thewr homne market 1o offer Umied States and foreign customerns end-to-end services (o the disadvantage of WorldCom, which may
face subwantual obstacles in obdaning from forergn governmnents and foreign carmers the suthorty and facilsties 10 provide such end-to-
end services

The Company s or will be swhject 1o the applicable laws and has chtained or will need to obtain the approval of the regulatory
authority of each overseas country i whach it provides of proposes o provide telecommunacations services.  The Laws and regulatory
requirements vary from country to country. Some countnes have substantially deregulated vanous communications services, while
other couninies have maintained strict regulaiory regimes.  The application procedure (o enter new markets can be time-consuming
and coitly, and terms af licemses vary for different countries. There can be no assurance that the Company will receive all
suthorizations of liKemes peceuiary for pew commumcations services of that delays m the licemsing process will not advenely affect
i3 business

Competition. Virtually all markets for telecommunications services are extremely competitive, and the Company expects that
campetition will intepaifly in the future. In each of the markets in which it offers iclecommunications services, the Company faces
sigruficant competition from carniers with greater market share and financul resources. The Company competes domestically with
incumbent providers, which have historically dominated their local telecommunications markets, and long distance carriers, for the
provision of long distance services. [In certain markets the incumbent provider offers both local and long distance services. The
incumbent LECs presently have numerous advantages as a result of their histonc monopoly contre! of the local eschange market.
A continuing trend toward business combinations and allances in the telecommunications indusiry may create significant new
competitors to the Company. Many of the Company s existing and potential competitors have financial, persoanel and other resources
significantly greater than those of the Company. The Company also faces competition from one of more competitnrn in most markets
in which it operates, incClading CAP: operating fiber optic networks, in some cases in conjunction with the local cable televinion
operastor. Each of ATAT, MCI and Sprint has indicated its intention 1o offer local telecommunications services in major United States
markets using ity own facilities or by resale of the LECs® or other providers” services. Other potential competitors include foreign
telephone companses, cable televivion companses, wireless telephonc companies, electne wtilites, microwave carrien and private
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networks of larpe end users.  In addition, the Company compeles with equipment vendorn and installers and telecommunicalions
manmagement companies with respect to certain portions of ifs busincss

In cverseas markets, the Compamy competes with incumbent providers, many of which still have special regulatory status and the
exchusive rights 10 provide certan services, and virtually all of which have histoncally domnated their local, domestic long distance
and micrnational services markets. These incumbent providens have numerous advantages including existing facilities, customer
loyalty, and substantul financial resources. The Company also competes with other service prov.ders in overseas markets, masy of
which are affiliated with incumbent providers in other countries.  Typcally, the Company must deviote extensive resources to obtaining
fegulatory spprovaly necessary (o operate in overseas markets, and then 1o obtaiming access t and interconnection with the incumbent s
network on 8 non-dis nimanatory baus

For most of the Company *s communications services, the factors critical to a customer’s choice of a service provider are cout, ease
of use, speed of installation, quality, reputation and, in some cases, geography, and network se. WorldCom's objective is 10 be one
of the most respontive servic? providers, particularly when providing cutiomited communice om sefvices. WorldCom's array of
communications facilibes and imernanonal relatiomdups, (ogether with s engineering and operations capability, provide WorldCom
with comuiderable flenibility in taloring cost-effective communications services 10 meet ils customers’ 1equirements.  Ownership of
this network allows WorldCom 1o implement compler permanent and temporary commusacations Crrcusts (o and from virnually any
location in the world. WorldCom relies on it decentralized masagement structure and the local onentation of s operations and
personnel 1o distmguish stself from larger, bess personalized operations.  In addition, WorldCom's underctanding of international
telecommunications techmical and regulstory issues has ofien allowed WorldCom 10 provide prompt solutions 1o the diverse
communications needs of multinational corporations, government enfitics and other organizations. No assurarce can be given,
however, that the Company”s strateges will be succesaful

The Company may also be subject to additional competition due to the developenent of new technologies and increased availability
of domestic and international transmission capacity. For example, even though fiber-optic networis, such a3 that of the Company,
are novw widely used for long distance trarumission, i is possible that the deurabiley of such networks could be adversely affected
by changing technology. The telecommunications industry is in a peniod of rapad technological evolution, marked by the introduction
of new product and service offerings and increasing satellite and fiber opiic trammission capaciry for services umilar o those provided
by the Compamy. The Company cannot predact which of many powuble future product and service offerings wall be imporant 1o
muaintan its competitive poastion of what eaxpenditures will be required to develop and provide such products and services

Under the Telecom Act and encuing federal and state regulatory inttiatives, barmers 1o local exchange competition are being removed
The ntroduction of such competition, however, alswo cstablishes the predicate for the BOCy o provide in-region irtereachange long
distance services. The BOCs are currently allowed 1o offer ceruain “incidental” long distance service in-region ard to offer out-of-
regwon long distance services. Once the BOCs are allowed 10 offer in-regon long distance services, they could be in a position 1o offer
single source local and long distance servaCe wmilar to that being olfered by the Company. The Company cxpects that the increased
competition made posibie by regulasory reform will result in certam prcing and marg:n pressures in te domeuic telecommunications
services butiness

The Company, trough UUNET, alw competes in the market for data communications scrvices, including Internet access and on-line
services, This murket i also extremely competitive, The Company expects that competition will intensify in the future. The
Company believes that its x'wlity 1o compete successfully in s market depends on s sumber of facton, including: market presence;
the ability 1o execute a rapsd expansion strategy: the capaciry, reliability and scourity of its network infrastructure; ease of access to
and ravigation on the [nternet; the pricing policies of i competiton and sappliens; the timing of the mEroduction of new products and
services by the Company and its competitors; UUNET s ability 1o support industry standards; and industry and general economic
trends. The success of the Company in this market will depend heavily upon UUNET's ability to provide high quality Internet
conneciivity and value-ad :d Internet services st competitive prices

The Company expects that all of the major on-line services providers and lelecommunications companies will expand their current
services 1o compete fully in the Internet access market. The Company believes that pew competitors, including large computer
hardware, software, media and other technology and iclecommunications companies will enter the Internet access muarket, resulting
in even greater competition for UUNET. Certam companies, including America Online, ATAT, MCI, BEN Corporation and PSINet,
Inc., have obtamed or expanded their Internet access products and services a3 a result of acquinitions and sirategic inwesiments. Such
acquititions may permit UUNET s competitors 1o devoie greater resources 10 the development and marketing of new competitive
products and services and the marketing of existing competitive products and services.  UUNET expects these scquisitions and
stralegic investments (o increase, thus creating significant new competitors to UUNET
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As UUNET continues 1o expand Internet operations outisde of the United States, ULNET will be forced o corapete with and buy
services from government-owned or subsidured telecommumications providers, some of which may enjoy an absolute monopoly on
telecommunications services evsential (o iy business.  UUNET wall also encounter competition from companies whone operating styles
are substantially &ifferent from those that it usually experiences. For exampile, in the Unted Kingdom, the Comparny competes directly
with: (1) telecommunications companies, such as Britnh Telecommunications plc, Mercury Communications Limited and othern;
{2} other Internet access providers, such as Demon Internet Limited and EUnet GB Limued; and (1) on-line services providers, such
as CompuServe, America Online/Bertelsmann, Microsoft and ATET. These foreign competitors may also possess a betier
underitanding of their local markets and may have better working relstiombips with local ielecommunications companses. There can
be ro assurance that UUNET can obtain similar levels of focal knowledge, and fadure to obaan that knowledpe could place UUNET

a1 a serious competitive disadvantage.

Poteatial Liabdity of On-line Service Providers. The liw in the Unsind Sutes relating to the lability of on-line service providers and
Internet sccess provadens for mformation carmed on, dissemunated through or hosted on their systems is currently unsettled. Several
private Lawsuits seeking 10 impose such lability are currently pending. In cne case brought against an Internet access provider,
Relipious Technology Center v. Netcom On-Line Communication Services, Inc., the United States Dustrict Count for the Northern
Distract of California ruled mn a preliminary phase that under certain Cutcumtances Internet access providers could Be held lable for
copyright infringement.  The case has been settled oy the parties.  The Telecom Act prohibety and imposes crimenal peraltes and cvil
labdlity for using an interactive computer service for trammmng certun rypes of information and contert, such as indecent or obicene
communmications. On Ji e 12, 1996, however, a pancl of three federal judges granted a preliminary injunction barring enforcement
of this portion of the Telecom At to the extent that enforcement i3 bised upon allegations other than obscenity of child pornography
a3 an impermissible restriction on the First Amendment ‘s night of free speech. In addition, the United States Congress in consultation
with the United States Patent and Trademark Office and the Administratson’s Natonal Information Infrastructure Task Force, s
currenily consdering begnlaton 1o address the lubdity of on-line service provaders and Internet access providers, and pumerous stated
have sdopted or are currently considening similar types of legudation. The impotition upon [nternet accews providers of potential
liability for materals carried on or disseminated through their systems could require UUNET to implement measures to reduce its
exposure to such labdity, which may require the expendsiure of substantial resources or the discontimuation of certan product or
service offerings. The Company believes that it is currently unsettled whether the Telecom Act prohibits and unposes Liability lor
any services provided by UUNET should the content or information tramsmitied be subject 1o the statute.

The law relating to the lability of on-line service providers and Internet access provider: in relation to information carried,
disseminated or hosled also i bemng dincussed by the World Intellecual Property Organization in the coatext of ongoing contideration
of updating existing, and adopting new, interrational copyright treaties. Similar developments are onguing in the United Kingdom
and other jurtsdictions. The scope of authonty of vanous regulstory bodes in relation to on-line services is af present uncertain. The
Office of Telecommumcations in the United Kingdom has recently published a consultative document setting oct a number of issues
for discussion, including e roles of traditional telecommunications and broadcasting regulators with respect 1o on-line services. The
Secunities Inventment Board in the United Kingdom iy investigating the wtatuy of on-line services and = transmission of investment
information over networks controlled by access provadens. Such tranamissions may make an access provader lable for anmy violation
of securities and other Ninancial services legilation and regulations. Decisions regarding regulation, enforcement, content lability
and the availability of [nternet access in other countrees may significandy affect the ability 10 offer certain services worldwide and the
development and profiability of companses offering Internet and on-line services in the future. For example, an Internet access
provider that competes with UUNET removed ceruin content from its services worldwide in reaction 1o law enforcement activities
in Germany, and it has been reported that an Internet access provider in Germany has been advised by prosecutors that it may have
liabiliry for dissermunating neo- Nazn writings by providing access 1o the [neernet where these materials are available,

The increased attention focused upon liabuliry sasues as & result of these lawsaits, legislanion and legislative proposals could affect the
growth of Internet use. Any costs incurred as a result of lubiliy or asenad labiliry for mformation carried on or disseminated
through its systems could have a material adverse effect on the business, financial condition and results of operations of UUNET.

Dependence spon Network Infrastructure; Risk of System Failure; Security Risks. The success of the Company in marketing its
services 10 buniness and povernsnent users requires that the Company provide superior reliabiliny. capacity and security wia its network
infrastructures. These networks are subgect to physical damage, power loss, capacity [mutations, soffware defects, breaches of securiy
(by computer virus, break-ins or otherwise) and other factors, certain of which have caused. and will continue to cause,, interruptions
in service or reduced capacity for the customers of such company. Similarly, UUNET s« business relies on the availability of its
petwock infrastructure for the proviuon of [nternet accew services.  Interruptions in scrvice, capacily limitations or securny breaches
could have a material advense effect on the Company s butiness, financial condition and results of operations.

Antl-Takeover Provivioar  The Second Amended and Restated Ancles of Incorporation of WorldCom contan provisions (a) requiring
4 % vote for approval of certam business combinations with certain 10% sharcholders unless approved by a majority of the
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contmueng Board of Directon o unless cerun munimum price, procedural and other requirements are met; (b) restricting aggregate
beneficial ownership of the capital stock of WorldCom by foreign sharcholders 1o 20% of the towl outstanding capital stock, and
subjecting excess shares to redemytion, and (c) authorizing the WorkdCom Board of Direviors (o issue preferred stock in one or more
classes without any action on the part of shareholders. [In addion, WoAdCom has adopted a rights plan (the *“WorldCom Rights Plan®)
and in connection therewith entered into the Rights Agreement between WorldCom and The Bank of New York, as Rights Agent,
dated as of August 15, 1996 (the *WorldCom Rights Agreement”), which will cause substantial dilution 10 a person or grovp that
anempes o acquire WorkdCom on icrms not approved by the WorldCom Board of Directors. Further, WorldCom's Bylaws (1) contain
requirements regarding advance notice of nomination of directors by sharcholders and (b) restrict the calling of special meetings by
sharcholders 1o those owning shares representing nol less than 40% of the votes o be cast. The: - provisions, inchuding the WorldCom
Rights Plan, may have an “anti-takeover” effect.

Employees

As of March 3, 1997, the Company employed approximately 13,000 fiull-tsme persons.  Substantially all of the Company’s employees
are not represented by any labor union.

ITEM 2. PROPERTIES

The tangible assets of the Company include 3 substantial mvestment in telecommunications equipment.  The aggregate value of the
Company's tranamission equipment and comemunications equipment was $2.37 billion and $1.30 billion, respectively, at December 31,
1996, Approvimately $2.5 ballion s currently anticipated for tramsmnuon and commumscations equipment purchases in 1997 withowt
regard 1o possible future acquisitions, if any.

The Cormpany s nghts-of-way for s fiber optxc cable and 172 lower microwave transmission network are typically held under leases,
easements, licenses or governmental permits.  All other major equipment and phrysscal facilites are owned in fee and are operated,
conitrected and maintained pursuant 10 nights-of - way, casements, permits, licenies of Consents on of aCross properties owned by
others.

WilTel has sold 1o independent entities and leased back its microwave system and its Kansas City 10 Los Angeles liber optic fystem
over primary lease lerms ranging from 15 to 20 years. The leases have renewal options permitting WilTel to exiend the leases for
terms expiring during the years 2012 to 2019 and purchase options based upon the fair market value at the time of purchase,

The Company leases space o sabes office and/or admimistrative facilines, collector node, collocation sies, general storage space,
and equipment rooms for switches and other peripheral equipment. Such leased properties do not lend themselves 1o description by
character or location, The Company's fiber optic petwork includes serial and underground cable and conduit which is located on
public streets and haghways or on privately owned land. The Company has permission o use these lands punuant to governmental
consent of lease, permit, easemment of other agreement.

The Company atiempis to structure its leases of space for s network venching centers and nghts-of-way for its fider optic petwork
with instial terms and renewal options o that the risk of relocation i3 minimized. The Company anticipates thal prior 10 termination
of any of the leases, it will be able o renew such leases or make other suitable arrangements

WorldCom beliewes that all of iy facilities and equipment are in good condition and are suitable for their intended purposes.
ITEM ). LEGAL PROCEEDINGS

IDB Related Investigations. On June 9, 1994, the SEC issued a furmal order of investigation concemning certain matters, including
IDB"s financial position, books and records and internal controls and trading in DB securitics on the basis of non-public information
The SEC has issued subpocnas o WorldCom, IDB and others, including certain former officens of 1DB, in connection with its
investigation. The National Association of Securitics Dezlers and other self-regulatory bodies have also made inquiries of IDB
concerning similar matiers

The United States Attorney’s Office for the Central District of California (the “United States Attorney’s Office™) issued grand jury
subpocnas o [DB and WaorldCom in 1594 and 1993 secking documents relating to IDEs first quarter of 1954 results, the resignation
of Deloine & Touche LLP as IDB"s suditors, trading in DB securitics and other matters. In October 1996, the United States Attlomey's
Office entered into an agreement with WorkdCom not 1o criminally prosecute 1B with respect to IDB’s financial reporting on or before
Tanuary 1, 1994 {including but not limited 1o the resignation of Deloitte & Touche LLP), trading in DB securitics, mizne of IDB"s
assels, allempts 1o obatruct the proceedings of the SEC and other maners. The agreement does not cover potential violations of the
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federal tax code and 18 exprevsly contingent upon the cooperation of |DB and WorldCom with the United States Attomey s Office, the
Federal Burcau of Inwestigation and any other federal law enforcement agency, including the SEC

Other. The Company 15 involved in other legal and regulatory proceedings generally incidental to its business.  [n some instances,
rulings by regulatory authoritics in some states may result in increased pperating costs 1o the Company. While the results of these various
legal and regulatory miatters contain an element of uncenainty, the Company belicves that the probable outcome of any of the legal or
regulatory matters, o all of them combined. should not have a material adverse effect on the Company's consolidated results of

operations ¢ financial position
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

On December 20, 1996, the Company held a Special Meeting of Sharcholders for the purpose of:

I. considering and voting upon a proposal to approve the isuance of WorldCom capital sock
to sharcholders of MFS in connection with the MFS Merger;

Fi comsdering and voung upon a proposal Lo amend WorldCom's Amended and Restaved Articles
of Incorporation, as amended, 10 increase the number of suthotized shares of WorldCom
Common Stock from 750 000,000 1o 2,500,000 000, and

3. viding upon a propasdl to adjourn the Special Meeting (0 allow for addational scheitation of
sharcholder proxies or voles in the event that the number of proxics or votes sufficient o
obstain & quorum or to approve Proposal | and Proposal 2 has not been received by the date
of the Special Meeting

The wabulation of the wishing 13 as follows

Abstentions and

Fer Against Eroker Nog-votes

Issuance of capial wtock 1o MFS shureholders 2TT.RS52.901 2416764 BOG, 100
Increase in Comman Stock 181,799,677 4,074 816 B3] 497
Additioral solicitatsen of shareholder provies 235,593,188 46,680,392 1,164, 801

PART I

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED
SHAREHOLDER MATTERS

The shares of Commaon Stock are quoted on the Nasdaq Nantonal Market. On May 23, 1995, the Company changed its name to
WorldCom, Inc. and the Common Steck trading symbol became WCOM. Prior o the name change, the Compary's Common Stock
was traded on the Nasdaq National Market under the trading symbol LDDS. The following table sets forth the high and low sales
prices per share of Commaon Stock as reported on the Nasdaq National Market based on published financial sources, for the periods
tndicated

High Low
1995
First Quarter §13.13 § 9.56
Second Quarter 13.6% 11.56
Thard Cuarter 17.06 13.38
Foarth Chaarter 17.94 1488




High Law

198
First Quaner 2331 $16.23
Second Quarner n.n 131
Third Quaner 888 1838
Fourth Quarier 26.13 21.00

As of March 3, 1597, there were §91 860,640 shares of Common Stock isued and outstanding held by 8,754 shareholders of record.

The Company has never pasd cah dividends on its Common Stock. The policy of the Company's Board of Direciory bhas been o retam
earnings Lo provade funds for the operation and expansion of ms buuinews.  Also, the Company's Credu Facility restncts the payment
of cash dividends on its Common Stock. See Note 4 of Notes o Consolidated Financial Statements.

Preferred Stock

In connection with the MFS Merger, the Company issued 9,499,200 deposatary shares (the "Deposstary Share1”). each representing
1/100chy imterest in a share of WorldCom Senes A Preferred Stock.  There is no establinhed public trading market for the WorldCom
Series A Preferred Stock. The Depositary Shares are traded on the Nasdag National Market vnder the trading symbol *“WCOMP.*
As of March 3, 1997, there <ere 9,499,200 Depouitary Skares saued and outstanding held by one shareholder of record.

Each Depositary Share is sandatorily converuble into 4.2 shares of Common Stock os May 31, 1999, The Depositary Shares are
also redeemabie ol the option of the Company in exchange for shares of Commen Stock on or after May 31, 1998 at a ratio that will
vary depending upon certain factors, including the date of redemption, the market price of the Common Stock al the lime of
redemption and the amount of sccrued arad unpad dividends. The Depountary Shures are also convertible a1 the opton of the holder
&t any tme mnto 344274 srares of Common Stock for each Depostary Share, plus unpaid dividends

The Deposstary Shares are entited 1o recerve dividends, when, a3 and if declared by the Box - 1 of Directors, accruing at the rate of
$2.68 per share per annum, payahle quanerly in arrears on each February 28, May 31, August 31 and November 30. Dividends are
payable in cash or in shares of Common Stock, af the clection of the Company. The Compiny paad the imatial dividend ea
February 28, 1597 in cash and expects to continue to pay cash dividends on the WorldCom Series A Preferred Siock.

The Depositary Shares are entithed 1o vode on the basis of 0.10 of 2 vote for each Depotitary Share held (equivalent 1o 10 votes for
each share of WorldCom Series A Preferred Siock). The Series A Preferred Stock has a hiquidation preference equal 1o the grestes
of (i} the sum of (a) $3.350 per share and (b) all accrued and unpasd dividends thereon 1o the date of liquidation and (i) the value of
the shared of Common Siock into which such Series A Preferred Stock are conveitible on the date of Liquidation.

The WorldCom Serics B Preferred Stock i convertible into shares of Common Stock at any time at a conversion rase of 0.0973912
shares of Common Stock for cach share of WorldCom Serics B Preferred Stock (an effective initial conversion price of $10.268 per
share of Commaon Stock ). Divadends on the WorldCom Series B Preferred Stock accrue at twe rate per share of 30,0773 per ansum
and are payable in cash. Dewadends will be paid only when, as and if declared by the Board of Direciors. The Company anticipates
that dividends on the WorldCom Serws B Preferred Stock will not be declared but will continue 1o accrue.  Upoa coavertion, accraed
but unpasd dividends are payable in cash or shares of Common Stock at the Company s election

The WorldCom Seres B Preferred Stock is also redecmable ot the opuon of the Company at any time afier Sepeernber 30, 2001 »

& redemption price of $1.00 per share, plus accrued and unpaid dividends. The redemption price will be payable in cash or shares
of the Commeon Stock at the Company’s election

The WorldCom Seres B Preferred Stock is entitled 10 one vote per share with respect to all maniers. The WorldCom Series B
Preferred Siock has a liquidagion preference of $1.00 per share plus 4l sccrued and unpaid dividends thereon 1o the date of liquidation.
As of March 3, 1997, there were 12,673,558 shares of WorldCom Seres B Preferred Siock outstanding held by |1 64 sharcholders
of record.

Recent Sales of Unregistered Securities

Oun July 10, 1996, 200,000 shares of Common Siock were hsued 10 Jump, Inc. upon exercise of an option 1o purchase an aggregaie
of 2,000 000 shares of Common Siock gramsed by the Company in July 1995, The exercise price under the option was $14.8123 per
share, which was the price per share of the Common Stock on the date of the gramt. Such option was gramed pursuant 10 an agreement




under which an affiluie of Jump, Inc. provided certain marker'ng and promotional services 1o the Company, The option has 8 term
of ten years with a veung schedule of 200,000 per year

On July 24, 1996, m connoction with it acquistion of Chosce Commumcations, Inc. ("Chosce”), the Company issued to certain former
shareholders and related entities of Chowce 1,123,935 shares of Common Stock.  The Company also issued to certaim of such
shyrcholders, in connection with this acquisibion, options (o purchase 30,916 shares of Common Stock, in exchange for certain
outstanding options to purchase common stock of Chosce.  The options sued in such exchange, which are currently exercisable,
permit the holders to purchase 30,91 6 shares of Common Stock 21 an exercise prce of 57 44 per shure and expire December |, 2004
Such options may be exercosed i whole or i part 3t any time dureng such perod

On August 23, 1996, in connecton with its scquisition of certain avacts of Target Telecom, Incorporated (*Target™), the Comparny
issued 0 Targer 934,050 shares of Common Stock.  Such shares were subsequently divtnibuted by Target to its sole sharcholder.

The above-referenced shares of Comemon stock and optrons 1o purchase Common Stock were insued and granted by WorldCom without
registration urder the Securities Act of 1933 in reliance upon the cxemphion provided by Section 4(2) thereof and Rule 506 thercunder
based on, among other factors, the lack of general solicitihon or gencral advertising in connection with the tisuance and grant, the
number of the recipients of the Common Stock and options, the level of sophisticanion and financul resowrces of these recipienis, and
the infarmation available to these recipients

ITEM 6. SELECTED FINANCIAL DATA

The following s 2 syt mary of selected financial data of the Company as of and for the five years ended December 31, 1996, The
historical financial dats as of December 31, 1996 and 1995 and for the years ended December 11, 1996, 1995, and 1994 have been
derived from the historical flinancial statements of the Company, which financial statements have been audited by Arthur Anderien
LLP, independent publec accountants, as indwcated n their report included elsewhere herein. This dats should be read in conjunction
with “Management's Discussion and Analysis of Financial Condition and Results of Operations” and the Company's Consolidsted
Financial Statements and the notes thereto appeanng elsewhere in this document

Years Ended December 1
199 1995 1994 19 1991
{In thousands, except ratios and per share data)

Operating Resulis

Revenues S 4485100 $3,696,343 $2.245.65) $1,474 257 548,060
Operating income {loas) (1,844, 054) 675,144 64,528 138,833 51,983
Income (loas) before
extraordinary item (2,188 944) 266,271 {124,013) 124,321 E 44
Extraordinary item (24 434) - - 7,949 (5. 800)
Net income (lows) (2.213,378) 166,271 (124.013) 1831 2,544
Preferred dividend
requitement Rl 13,19) 27,766 11,681 2,112
Earnings (loss) per common share
Income (loss)
before extraordinary iem -
Primary {5.50) 0.64 (0.48) 0.41 0.0
Fully diluted {5.50) 0.64 (0.15) 040 0.03
Net income (loss )--
Primary (5.56) 0.64 (0.48) 0.38 0.00
Fully diluted 5.56) 0.64 (0.48) 0.y 0.00
Weighted average shares -
Primary 397 890 186 898 315,510 175854 225306
Fully difuted 197,89 402,990 315,610 281,592 226,106
Financul position
Total assets $ 19.861,977 §$6,656629 $3 441 474 $3,136,718 $1,241.278
Long-term debt 4 B03, 581 3,19].558 ™00 1 730,023 448 4%
Sharcholders’ investment 12,959,976 2,187,681 1.BXT.419 1,911,800 478 113



Years Ended December 31,
1996 1995 194 . i,
{In thousands, except ratios and per share data)

Rato of carmings 1o combrined
fixed charges and preferred
stock drvidends NIA 2311 0.10.1 4.14:1 1.40:1

Deficiency of earnings 1o combined

fined charges and preferred
stock dividends § (2,067 851) $ - § (80363) 5 - b1

Notes to Selected Financial Duta:

Lt

rd]

o)

)

(6)

On December 31. 1996, WorldCom completed the MFS Merger. The MFS Merger is beung accounted for as a purchase;
accordingly, the opersting results for MFS are not reflected above and will be included from the date of acquisition.

Rewults for 1996 inchude 3 $2.14 billion charge for in-process research and development relazed 1o the MFS Merger. The
charge is based upon a valuation analysis of the technologies of MFS® worldwide information sysiem, the Internet netweark
expamsion sysem of UUNET, and cerain other identified research ind development projects purchased in the Merger. The
capenne includss §1.6 billion associated with UUNET and 50 %4 bllicn related 1o MFS.

Additionally, 1996 results include other afier-tax charges of $121.0 mullion for employee severance, employee compensation
charpes, alignmend charges, and costs 1o cxit unfavorable telecommunications contracts and $343.5 million after-tax write-

down of operating assets within the Company ‘s non-core businesses. On a pre-tax basis, these charges totaled $600.1
millon

In 1993, Metromedia converied its Senes | Preferred Siock into Common Stock, exercised warrants to acquire Common
Stock and immediately sold ity posstion of 61,699,096 shares of Common Stock in a public offering_ | connection with
the preferred sock conversion, WorldCom made a non-recurring payment of 5130 million 10 Metromedia, representing
a discount to the minimum nominal dividends that would have boen payable on the Senes | Preferred Siock pror o the
September 15, 1996 optional call dste of approtmately $26 6 milloa (whach amount includes an anmual dividend
requirement of 524 3 mulleon plut acorued dividends 1o such call date)

As 3 result of i IDB Merger and the ATC Merger. the Company inmiaied plans o reorganize and restructure its
management and operaiional of ganization and facilities 1o climinate duplicate personnel, physical facilitses and service
capacity, 1o aband-n cortain products and marketing activities, and to take further advantage of the synergics available o
the combuned enlatecs.  Also, dunng the fourth quaner of 199), plans were approved to reduce [DB's coit structure and 10
mmprove productivity . Accordingly, in 1994, 1993 and 1992, the Company charged o operations the estimaled cosls of such
reorganization and restructuring activitees, including employee severance, phyucal faciley sbandonment and duplicate
service capacity. These costs wtaled $43.7 million m 1954, 339 mllon m 1993 and $79.8 million in 1992

Also, during 1994 and 1992, the Company incurred direct merger costs of $13.0 mallion and §7.3 million, respectively,
related 1o the DB Merger (in 1954) and the ATC Merger (m 1992). These costs inchude profesuonal fees, proxy soliciation
costs, travel and related expenses and certan other direct costs attributable 1o these mergers

In connection with certan debt reflinancing, the Compasy recognized m 1596, 1997 and 1992 extraordinary items of
approumately $4.2 million, §7.9 million and $5.8 million, respectively, net of tases, comsisting of unamortized debi
dacount, unamortized muance cou and prepayment feen  Addaweally, n 1996 the Compasy recordad an

item of $20 2 million, net of xes, related 10 & wrine-off of deferred micrnational costs, See Nowe | and Note 4 of Notes
to Consolidated Financial Statements and “Mansgement's Discussion and Analysis of Financial Condition and Results of
Operations.*

Long-term debt as of December 31, 1993 mncludes §1. 1 billion related 1o the Company”s previous credit facilities which were
classfied as a current manunty on the December 31, 1999 balance sheet. In June |996, WorkdCom replaced its then existing
$3.4] billion creda facilities with a new $3.75 billion revolving creda facility with no reduction of principal for five years.




ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis relates 1o the financial condition and results of operations of the Company for the three years
ended December 31, 1996 after giving effect 1o the IDB Merger, which was accounted for as 2 pooling -of -interests, This information
should be read in conjunction with the *Selected Financial Data® and the Company’s Consolidated Financial Statements appearing
elsewhere in this documend

General

The Company's emphasis on acquasitions has taken the Company from a small regional long distance carmer to one of the Largest long
distance telecommunications companics in the industry, serving customers domestically and internationally. The Compamy s operations
have grown significantly in cach year of ity operatioms as a result of intermal growth, the selective acquisition of smaller long distance
companies with limited geographic service areas and market shares, the comsolidation of certain third ver long distance carriers with
larger market shares. and international expansion

As 3 result of the MIFS Merger on December 31, 1996, each share of MFS common stock was converted into the night to receive 2.1
shares of WorldCom Common Stack o approsimately 471.0 million WorkdCom common shares in the aggregate. Each share of MFS
Serien A Preferred © ock was converied inta the right t receive one share of WorldCom Senves A Preferred Stock or 94,912 shares
i the aggregate.  tach share of MFS Series B Coovernble Prefermed Stock was converted mto the right to receive one share of
WorldCom Series B Convertible Preferred Stock or approumately 12.7 million shares in the aggregate. In addition, each depositary
share representing 1/100th of a shure of MFS Senies A Preferred Siock was exchanged for a depositary share representing 1/100th
of a dare of WorldCom Series A Preferred Siock

Upon effectiveness of the MES Merger, the then outstanding and unerercised oplions and warrants exerciable for shares of MFS
common siock were converted into options and warrants, respectively, enercisable for shares of Common Stock having sehatantially
the same terms and condslions as the MFS options and warrants, except that (i) the encrcise price and the number of shares issuable
upon exercise were divided and multiplied, respectively, by 2.1 and (i1) the holders of each then outstanding and unexcrcised MFS
“Shareworks Plus Award” granted under the MIFS 1993 Stock Plan instead received the cash valae of such option in accordance with
the terms of such plan

MFS provides telecommunications services and systems for busimess and government Customers MFS s a leading provider of
alternative local network access facilities via digital fiber optic cable netwiorks that it has mstalled i and around approximately 41
United States cities, and in several major Furopean cties. MFS also provides domestic and intermational long distance
ielecommunicathons scrvices vid it netwotk platform, which consists of MFS-owned transmission and switching facilities, and netwurk
capacity beased from other carfiers primanily in the United States and Western Europe. The MFS Merger s being accounted fof ai
a purchase: accordingly, the operating tesulis of MFS are not reflected in the Company's resulis of operations and will be i luded
from the scquisition date

On August 12, 1906, MFS completed the UUNET Acquisition. UUNET is a leading worldwide provider of a comprehensive range
of Internet sccess options, anplications, and comsuliing services 10 businesses, professiomals and on-line services providers UUNET
provides both dedecated and dial-up Internet access, and other appliations and services which include Web server hosting and
integration services, client software and secunty products, traming, and network ategration and comsulling services

The MFS Merger has allowed the Company to take advantage of the comgressional intent behind the Telecom Act and the FCC
Interconnect Order by bringing together the leading growth companies from four key telecom industry segments: loag distance, local,
Internet and international.  The Company believes that the MFS Merger entunces the combined entity™s opportunities for future
growth, creates a stronger competitor in the changing telecommunications industry, allows provison of erd-10-end bundied services
over a global network, and provides the opportunity for significant cou savings for the combined organization

On January 5, 1999, the Company compieted the WilTel Acquuition for approximately $2.5 billion in cash.  Through this purchase,
the Company acquired & nationwide comnon carnier network of approtimately 11,000 miley of fiber optic cable and degital microwave

Lxilimes

The Company 's long distance revenues are derived principally from the number of minutes of use billed bry the Company. Minutes
hilled ate those conversation minutes duting which a call 18 actually connected at the Company's switch (except for minutes during
which the customer feceives a busy signal of the call is unanswered at its destination). The Company s profitability is dependent upon,
among other things., its ability 1o achieve line costs that are Jess than its revenues.  The principal components of line costs are access
charges and tramsport charges




L

The most significand portson of the Company s line costs s acoess charges which are hughly iegulated. Accordingly, the Company
cannot predact what effect continued regulation and increased competition between LECs and other IXCs will have on future sccess
charpes.  However, the Company belicves that it wall be able to continue 1o reduce transport costs through effective wtilization of it
network, favorable contracts with carners and network efficiencies made poutible 23 2 result of expamion of the Company s customer
haie by acguinitions and internal growth

On February 8, 1996, Presdent Clintoa signed the Telecom Act which permuts, without limatations, the BOCs 1o provide domestic
and msermational long ditance services 0 customen locaied outade of the BOC"s home fegions, permits a petitioning BOC 10 provide
domestic and international long distance service 1o customers within s home region upon a frling by the FCC that a patitioning BOC
has watnfied certien crtena for opereng up 1 Iocal enchange network 1o competiiinn and that its proviven of long distance services
would further the public interew; and removes eanding barriers 1o entry into local service markets.  Addwsonally, there are significant
changes in°  the manner in which carmer4o-Carner arrangements are regulated at the federal and state level, procedures 10 revise
unrversal service standards, and penalties for unauthorired switching of customens. The FCC has instituted proceedings addressing
the implementation of this legulaton

In the FCC Interconnect Owder, which was released on August 8, 1996, the FOCC evablished nationwide rules designed 1o encourage
Bew entrants o participate in the local service markets through interconnection with the [LEC, resale of the [LEC"s rewil services
and unbundied network elernents.  These rules set the groundwork for the statutory criteria povermng BOC entry into the long distance
market.  The Company cannod predict the effect such legislation or the implementing regulations will have on the Company or the
iy . Moo 1o day implementation of the FOC Interconnect Order have been filed with the FCC and federal courts of appeal.
Appeals challenging. among other things, the validity of the FCC Interconnect Order were filed in several federal courns of appeal
and assigned 1o the Eghth Circut Coun of Appeals for disposition. The Esghth Circust Count of Appeals has stayed the pricing
provisions of the FCC Interconnect Order.  The Circunt Justice of the Supreme Court has declined o review the propriety of the stay.
The Company cansd predact ether the outcome of these challenges and appeals or the eventual effect on it business or the industry
in general.

On December 24, 1996, the FOU released the NPRM secling to reform the FCC s current acoess charge policies and practices to
comport wilh a competitive of potentially competitive local access service market. The NPRM secks comment on a number of
proposals for a seres of reforma o the evisting vwirched access charge rate structure rubes that are devigned 10 eliminale economc
irefficiencies. In addition, the FCC proposes 1o use, cither ahernatively or in combination, two approaches for sddressing: claims
that access charges are excessive: 3 Iransition to economic based pricing of access charges: and, for deregulation of incumbent local
eachange carriers a8 competation develops.  The FCC o evalusting the use of ether a murket-based approach, 8 prescriptive approach
or a combination of both. Such charges are & pnncipal component of the Compamy s line cost expense. The Company cannot predict
whether or not the result { this proceeding will have a material impact upon its financul position or resulis of operations.

In the NPRM. the FCC rentatively concluded that information services providen (including among others Internet service providen)
should not be subsect 10 exsting interstate access charges. However, the FCC recognuzed thad these services and recent technological
advances may be conitrained by current regulatory practices that have their foundations in traditional services and technologies. The
FCC insued on Decemnber 24, 1996, 3 Notice of Inguary to seek comment on shether it thould, m addition 10 access charge reform,
consider actions relating 1o interstate information services and the Internet.  Changes in the regulatory environment relating to the
telecommunications of Internet-related services industry could have an adverse effect on the Company’s Internet-related services
business.  The Telecom At may permat telecommunications companies, BOCy or others to increase the scope of reduce the cost of
their Internet access services. The Company cannot predict the effect that the Notice of Inquiry, the Telecom At or any future
leguslation, regulation or regulicory changes may have on its business

la December | 994, the FCC adoptad & new policy that will make i easser for Unnted States international carmiers 1o obtain suhonty
10 route international public yenched voice traffic 10 and from the United States outside of the tradiional settlement rate and
proportionate return regimes. In February 1997, the United Siates entered into a WTO Agreement that should have the effect of
liberalizing the provisson of switched vosce ielephone and other telecommunications services in many foreign countries over the next
several years. As a result of the WTO Agreement, WorldCom expects the FCC, among other things, 1o recxamine its policies
regarding (1) the services that may be provided by foreign owned United States international common carriers, including carmien
ownnd of comrolled by foregn carnens that have market power in thetr home markets, and (n) the provision of internalional ywitched
voice services outside of the tradstional settlement rate and proportionate refurn regimes.  Although the FCC's new Nexible seadement
raee policy, and the WTO Agreement and amy ensung FCC policy changes. may result in lower costs 1o the Company to terminale
international traffic, there 15 @ risk that the revenues that the Company recerves from inbound international traffic may decrease o
an even greater degree. The implementation of the WTO Agreement may 3lwo make o eaveer for foreign carriers with markel power
in thew home markets o offer United States and foreign customen end-to-end services 1o the diadvantage of WorldCom, which may
face substantial obatacles in oblaming from foregn governments and foreign carrien the authonity and faCilites 10 provade such end-Wo-
end servicey
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Results of Operations

The following table sets forth for the periods indicated the Company’s statement of operations as a percentage of its operating

FeEvenues.
—For the Year Ended December 31,
199¢ 1993 1994

AR R e M sk aea e A el 100.0% 100.0% 100.0%
Linccosts ..... P AP Y R T o et L v sl © b M9 653
Selling. general I.nd.ldmmmr;hﬂ .................... P | K. 18.3 19.7
Depreciation and amortization . . e con s BT 5.5 13
Direct merger couts, rwmumuarﬂnth:rﬂur;ﬂ P ——— . T | - 47
Charge for in-process ::ﬂ:r.hudd-:vﬂapm:m ......... i S S A 417 S L
Operating income (loss): ... ... .. Wik n e e ann AL 18.3 30
Other income (expeme):

Interest expente . . A ' LR i6.7) (2.1)

Sharcholder litigat nu:frlt!l'-ml . : . - (3.4)

Miscellaneous . . i Ol 03 03
Income (Toss) before income taxes :nd flllautdln.lﬂ- iem 2 . (45.9) 11.9 1.2)
Provision for income taxes . . . . . . : 29 46 a3
Net income (loss) before curmrdnuly o M e e oaeee (48.8) 7.3 (5.5)
Extraordinary item . ... .... e s A . 06 U s
Net income (loss) ... .... O P TS o e ci e s (49.4) 13 (5.9
Fr:ferreddmdmd:tqmmu o S e e R e R st e 1.0 J3
Net income (loss) applicable to commin ihirr!wldﬂi e . (43.4)% 51% [(XIL

Year Ended December 31, 1996 va.
Year Ended December 3, 1995:

Revenues for 1996 increased 21'% to 34,49 billion on 24,51 billion revenue mmuates a3 compared 1o $3.70 billioa on 19.57 billion
revenue minutes for 1995, The increase in total revenues and minutes is primarily atiributable to internal growth of the Company.

Revenues for 1996 include the acquisitions of Choice and BLT Technologies which were accounted for a3 poolings of interests.
Revenues from these businesses increased 97'% over the prior year

Internally, private line and frame relsy revenues increased 28% over the prior year while switched commercial and wholesale revenues
increased 23% to $3.31 billion on 3 26'% increase in traffic.

Line conts as a percentape of revenues decreased 0 M4.8'% of revenues a3 compared to 44 9% for 1993 These changes are stribeatable
10 changes in the product mix, and synergies and cconomes of scale resulting from network efficencies schueved from the assimilation
of recent acquusitions ingo the Company’s operations

Selting, general and administrative expenses for 1996 increased 1o 38287 mullion or 18 3% of revenues as compared 10 $677.9 million
or 18.3% of revenues for 1995, The increase in seiling, general and adminisirative expenses results from the Company’s expanding
operations, primanly through stronger internal growth, offset by changes in the product mix.

Depreciation and amortization expense for 1996 decreased 1o $303.3 million or 6.7% of revenues from $312.7 million or §.5% of
revenues for 1995, This decrease reflects the reduction in depreciation and amortization associated with the second quarier 1996 wrise-
down in the carrying valoe of cerain asiets offset by additional depreciation related 1o capital expenditures. The reduction in
percentage i due 1o 2 relatively stable amount of amontization on 2 higher revenue base. In 1997, the Company expects depreciation
and amorization expense &5 a percentage of revenues (o increase as a result of the MI'S Merger.

I the second quaner of 1996, the Company meurred non-cash charges related 10 a wiste-down in the carrying value of certain assets,
including goodwill and equipment.  Because of events resulting from the passage of the Telecom Act, and changes in circumstances
impacting Certain non-core operations, management estimates of the Company s fair value of operating assets within ity core and non-
core businesses resulied im a non-cash charge of $343.5 million after tax. On a pre-tax basis, the write-down was $402.0 million and
included $139.1 miflion for network facilities and $262.9 million for non-core businesses, primarily operator services goodwill.




In the fourth quaner of 1996, the Company recorded other after-tax charges of $121.0 million for employee severance. employee
compensation charges, alignment charges and costs 1o et unfavorable telecommunications contracts. On a pre-tax basis, this charge
was $198.1 million and s reflected in operating loss for the 1996 period.

The results for 1996 include a $2.14 billion, fourth quarter charge for in-process research and development related 1o the MFS Merger.
The charge is based upon a valuation analysis of the technologies of MFS’ worldwide infermation system, the Internet network
expansion system of UUNET, and certain other identified research and development projects ps chased in the merger. The Company
believes that the efforts to complete thess projects will consist of internally-staffed engineering costs and further development and
construction of the nerwork. These costs are estimated to be approumately $1.0 billion and will be incurred over the next five years.

Interest expense in 1996 was $221 8 mullion or 4.9% of revenues, as compared to $249.2 million or 6.7% of revenues in 1993, The
decrease in interest expense is attributable to lower interest rates in effect on the Company’s long-term debt.  For the twelve months
ended December 31, 1996 and 1995, weighted average annual interest rates on the Company's long-term debst was 6.2% and 7.2%,
respeciively, while weighted average annual levels of borrowing were $3.49 billion and $3.45 billion, respectively.

The Company reconded a tax provision of $129.5 million on a pretax loss of $2.1 billion in 1996. Although the Company gencrated
3 consolidated pre-tan Joss in 1996, permanend items aggregating approximately 32 4 billion resulied in the recognition of taxable
income. Included in the permanent items was the $2.14 billion charge for in-process research and development related to the MFS
Merger.

In the second quarter of 1996, the Company recorded extraordimary items totaling $24 4 mallion, net of income tax benefit of $15.6
million. The iems included $4 2 million in connection with the Company’s debt refinancing, and $20.2 million related 1o a write-of
of deferred internatioral couts, Previously, a portion of the outbound call fee due the foreign carrier was deferred and accounted fiou
a8 & cost attributable to the revenue associated with the inbound call. Currently, the outbound call fee due the foreign carrier is
expensed as incusred

For the year ended December 31, 1996, net income, before non-recurning charges, increased 67% 10 $414.9 millon compared with
$248.1 million for the 1993 period. Fully diluted eamings per common share, before the non-recurring charges increased 49% 1o
$1.01 per share versus 50,68 per share for the comparable 1995 period

Year Ended Decembeer !, 1995 vs.
Year Ended December 31, 1994

Revenues for 1995 increased 65% 10 $3.70 billion on 19.57 billion revenue minutes as compared to $2.25 billion on 11.06 hillion
revenue minutes for | 9594

On a pro forma hasis, as though the acquisition of WilTel occurred at the beginning of 1994, revenues and traffic for 1995 increased
0% and 30%, respectively, compared with pro forma revenues of 33.09 billion oa 15,03 billion revenue minutes for 1994, Revenue
growth for 1565 was Sriven by strong performance from the Company's retail and wholesale switched services offset insignificantly
by declines in operator services revenue. Switched retail and wholesale revenues and traffic rose 22% and 31%, respectively.
Operator services revenues and traffic decreased 6% and 13, respectively, yet represented less than 5% of toul Company revenues
for 1995

Private line revenuss for 1993 also reflected positive growth, increasing 21% over 1994 pro forma results due o growth in commercial
Internet business and other frame relay applications.

Line costs as & percemtage of revenues decreased 10 34.9% in 1998 compared 10 65.3% for 1994, These decreases are anributable
to changes in product mix, rate reductions resulting from favorable contract negotiations and synergies and economies of scale resulting
from network efficiencies achicved from the assimilation of the IDB Merger and the WilTel Acquisition into the Company s
operations, Addionally, through the WilTel Acquisition, the Company has been able to achieve further network efficiencies
associated with owning the WilTel nationwide fiber optic cable network rather than leasing similar capacity from other providers at
a higher cost

Selling, general and adminiurative expenses for 1995 increased 1o $677.9 million or 18.3% of revenues &5 compared o $441.9 mllion
or 19.7% of revenues for 1994, The increase in selling, general and administrative expenses results from the Company s expanding
operations. primanly through the WilTel Acquisition and internal growth, The decrease in expense as a percentage of revenues
reflects the assimilation of recent scquisitions into the Company™s strategy of cost control.

Depreciation and amontization expeme for 1993 increased 1o $312.7 million or §.5% of revenues from 3164 4 million or 7.3% of

revenues for 1994, This increase reflects depreciation and amortization of the additional property and equipment and goodwill from
the WilTel Acquiiition

4




Interest experse in 1995 was $249.2 million or 6 7% of revenues, as compared to $47.3 million or 2.1% of revenues in 1954, The
increase in interest experse was due primanly 10 an increase in the average debt outstanding by the Company to finance the WilTel
Acquisition. Also, higher interest rates were in effect on the Company”s long-term debt. reflecung higher prevailing interest rates
in the market generally

The effective income tax rate for 1995 was 39% of income before tres versus a 1994 rate in excess of 100%. The 1995 effective
rate of 39% includes the effect of 3 57.0 million decrease i the Company's valuation allowance. The valuation allowance decreased
due 10 the Company ‘s ability to utilize net operating losses that management had previously determined would nof be utilized under
a “inore likely than nit® scenario. This s mainly attributable to the profiability of individual operating unids in 1993, The unusually
high income tax rate in 1994 wis due to permanent items nod deductible for tan purposes as well as 2 $90.0 midlon valuaton allowance
placed on the deferred tay asset in connection with [DB net operating losses.

In the third quarer of 1995, Metromedia converted its Series | Preferred Stock into Common Stock and exercised ity warrants to
acquire Common Stock and immediately sold its position of 61,7 million shares of Common Stock in a public offering. In connection
with the preferred stock conversion, WorldCom made a non-recurring payment of $15.0 million to Metromedia, representing &
discount to the minimum nominal dividends that would have been payable on the Series | Preferred Stock prior to the September 15,
1996 optional call dute of approaumately $26.6 million (which amount includes an annual dividend requirement of $24.5 million plas
accrued dividends to such call date),

Net income applicable 1o common whareholders was $233 1 million for 1995 versus a 5151.8 million liss in the comparable 1994
period. Operating results for 1995 include the non-recurring payment of $15.0 millon to Metromedu.  Excluding this payment,
earnings for 1995 woold have been 5248.1 mithon or $0.68 per common share

Liquidity and Capital Resources

On June 18, 1996, WorldCom replaced its then existing £3 4] billaon credit facilities (the "Previous Facilities™) with & new §3.73
billion revolving cr b faciliiy (the *Credit Facility™). Borrowings under the Cradit Facility were used 1o refinance the Previous
Facilities and have been and will be used to finance capital expendriures and provide additional working capical. As a result of the
refinancing, WorldCom recorded an extraordinary charge of $4.2 million, net of $2.7 mullion in taxes, related to the charge-off of
the unamortized portion of costs associated with the refinanced debx.

The Credit Facility has a five-year tzrm and beary mterest, payable in varying peniods, depending on the interest periods, not (o exceed
six months, 8t rates selected by the Company under the terms of the Credin Facility including a Base Rate or the LIBOR, plus
applicable margin. The applicable masgin for 3 LIBOR rate borrowing varies from 0.35% to 0.875% based upon 3 specified financial
tess. The Credit Facility is unsecured and requires complance with certain financal and other operatmg coverants which limit, among
other things, the incurrence of additional indebtedness by WorldCom and restricts the payment of cash dividends to WorldCom's
shareholders. The Credit Facility is also subject 10 an snnual commatment fee not to exceed 0,23'% of any unborrowed portion of the
Credit Facilny

Borrowings under the Credit Facility bear interest ot rates that fluctuste with prevailing shon-term interest rates.  Under the provisions
of the Credit Facility, the Company is required to hedge 23% of its debt against adverse interest movements in short-term rates. The
Company believes that it can adequately address this requirement through financial hedging measures or increasing the amount of fized
rate debt outstanding .

The Company has historscally utilized cash flow from operations to finance capital expenditures an' 3 misture of cash flow, debt and
stock to finance srquisitiorns.  The Company expects 10 experience increased capital intensity due to petwork expansions and belicves
that funding needs in excess of internally generated cash Mlow will be met by accessing the debt markets. The Company has filed 2
shell Registration Staternent on Form 5-3 with the SEC for the sale, from time o time, of one or more series of unsecured debt
securities having an aggregate value of $3.0 billion. The Company expects to draw down 2 portion of the shelf registration in the first
half of 1997 to pay down the Credit Facility but maintain increased credit availability for capital spending. No assurance can be given
that any public Ninancing will be available on terms accepable to the Compamy

In connection with the MIS Merger and pursuant 1o a change of control provision, WorldCom offered to repurchase the MFS §924.0
million 8 T/8% Semor Dhscount Notes due 2006 and the MFS $788.3 million § ¥8% Senior Discount Notes due 2004 {collectively
the “MFS Notes™) at 101 % of the accreted value a3 of February 27, 1997, which was $670.0 million and $666.1 million, respectively.
The affer to repurchase began Jancary 28, 1997 and ended February 27, 1997, As of the expiration approximately $14.3 million of
the MF5 Notes were repurchased, The MFS Notes contain certam coverunts which, among other things, restict MFS' abality to incur
additional debt, create liens, enter into sale-leaschack transactions, pay dividends, make certain restricied payments, enler into
transactions with affiliates and sell assets or merge with anather company
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For the twelve mo ths ended December 31, 1996, the Company s cash flow from operations was $798.1 mullion, increasing from
$616.7 million in the comparable penod for 1995, Excluding the change in deferred tares, cash flow increased by approximately $300
million or 64% over the comparable period for 1995, The increase in cash Mow from operations was prumanly astributable to internal
growth

During 1996, the Company's existing receivables purchase agreement generated additionsl proceeds of $79.8 mullion, bringing the
total amount outstanding 1o $375.0 milion. The Company wsed these procoeds 1o roduce outstanding deix under the Company s Credit
Facility. As of December 31, 1996, the purchaser owned an undivided interes! in & $821.7 million pool of recsivables which inclades
the $375.0 mullion sold

Cash used in investing activ “ies in the twelve months ended December 31, 1996 iotaled $73.2.8 mullion and included $427.6 million
for normal capital expenditures and an addrional $219.5 million for additional city pair petwork construction. Primary capital
expenditures include purchases of switching, tramimission, communication and other equipment. Approtimately $2.5 billion is
currently anticipated for rammiasion and communications. equipmert purchases in 1997 without regard 1o posaible future acquisitions,
if any. This amount includes additional ety pair network construction opportunities which could approximate 3500 million 1o $700
million,

Cash Morws from investing activities for 1996 also includes net cash received from scquinitsons of $116 1 million. The net cash inflow
from scquinitions i due to $209.) mullion of cash and cash equivalents received in the MF - Merger,

Included in cash Mlows from financing activities are payments of $0.5 mullion for preferred dividend requirements. In coanection with
the announcemend in May 1996, that the Company would redeem its Senes 2 Preferred Stock on June 5, 1996, all of the

outstandmg Series 1 Preferred Siock was converted into 5.3 millon shares of Common Stock in the second quarter of 1996. The fully
diluted common shares oulstanding were unaffected by the comversion and the Company has no further dividend requirements with

respect thereto

On July 15, 1996, WoridCom announced that &t had exercised ms opteon (o redeem on Augast 16, 1996, all of the outstanding TDB
WorldCom, Inc. 3% Convertible Subordinated Notes due 2001 (the *Notex™).  Prior 1o the redemption date, substantially all of the
holders of the Notes elected 1o convert their Notes into Common Stock, resulting in the msmnce of approximately 10.3 million shares
of Common Siock.  The fully difuted commen whares outstanding were unaffected by the conversion, and the Company has no further
cash interesd requiremnent related to the Notes.

The Company has never pasd cash dividends on iis Common Stock. WorldCom's Cradit Facility restricts the payment of cash
dividends on WorldCom capital stock withaut poor consent of the lenders. The Depositary Shares are entitled to receive dividerads,
when, a3, and if they are declared by the Board of Directors, accruing at the rate of $2.68 per share per annum, payable guanerty
in arreans on each Febriary 28, May 31, August 31 and November X).  Dividerds are payable in cash or in shares of Commaon Stock,
sl the election of the Company. The Company paid the initial dividend on February 28, 1997 in cash and expects 1o continue o pay
cash divadends on the WorldCom Serwes A Preferred Siock. Divadends on the WorldCom Senes B Preferred Siock accrue at the raie
per share of 30,0773 pes snnum and are payable in cash, Dividends will be paid only wher, as and if declared by the Board of
Directors of the Company. The Company anticipates that dividends on the WorldCom Senes B Preferred Stock will not be declared
but will continue 10 accrue.  Upon conversion. accrecd but unpasd dividends are payabie i cash or shares of Common Siock al the
Company s election

Abscra sigruficant capetal | squirements for other acquisions, the Company believes that cash flow from operations, funds available
under the Credut Facility and funds anticipated 10 be received lrom deldt 1o be niusd under the ihelf Registrabon Statement will be
adequate 10 meet the Company s capaal needs for the remainder of 1997

Recently lssued Accounmting Standards

In June 1996, the FASB maucd SFAS No. 129, "Accounting for Transfers and Servicing of Financial Assets and Exnnguashment of
Liabilies.” This Statement establihes accounting and reportng standards for transfers and servicing of financial astets and
extinguithment of lubadsties. Thes Statement prowides standards for distingunhing tramsfers of fimancul awsets that sre sales from
tranafens that are secured borrowings. This Statemnent s effective for transfers and servicing of financial assets and extinguishments
of labilities occurring after December 31, 1996, and is 10 be applied prospectively. WorldCom believes that the adoption of this
standard will not have 3 material effect on the Company s comolidated results of operations or fMinancial poviton




ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The Company s consolidated financial staternents and notes thereto are mcluded elsewhere in this report on Form 10-K as follows:

Eagz
Report of independent public accountarss F-2
Consolidated linancial statements-
Consolidated balance sheets - December 31, 1996
and |99 F
Consolidated statemends of operations for the three
years ended December 31, 1996 F4
Coosolwdated statements of sharcholden’ investment
for the three years nded December 31, 1996 F-3
Consolidated statements of cash Nows for the
three years ended December 31, 1996 F6
Motes o consolidated Nnancial staements F-7
Financial statement wchedule F-23
Pro forma finarcial ststemenis (uraodited) F-24
ITEM 5. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS
ON ACCOUNTING AND FINANCIAL DISCLOSURE
None
FART Il
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The following states each director and each executive officer’s age. principal ocoupation, present poiition with the Company
and the year in which each director first was elecied a director (each serving continuously since first elected except as set forth
otherwise). Unless indicated otherwise, each individual has held his present position for at least five yeart,

Carl J. Aycock. 47, has been a director of the Company since 1983, Mr. Aycock served as Secretary of the Company from
1947 10 1999 and was the Secretary and Chiel Firancial Offacer of Master Corporation, 8 molel masagermnent and ownership company,
from 1989 until 1992. Subsequent 10 1992, Mr. Aycock has been self employed as a fnancial sdministrator.

Max E. Bobbitt, 52, has been a director of the Company since 1992, Mr. Bobbint was a director of ATC until the ATC
Merger. Mr. Bobbim is currently President and Chief Executive OffTicer of Metromedia Asia Corporation, a telecommunications
company. From 1996 until February 1957, Mr. Bobbitt was President and Chie” Executive Officer of Asisn American
Telecommunications Corporation. Prior 1o 1996, Mr. Bobbim held various positions includ'ng President and Chief Operating Officer
and director of ALLTEL Corporation, a telecommunications company, from 1970 until January 1993,

R. Douglas Bradbury, 46, has been a director of the Company snce the MFS Merger. Mr. Bradbury served as Chief
Finsneial Officer of MFS from Jasary 1992 until February 1997, Executive Vice President of MFS from August 1995 o February
1997, Senior Vice President of MFS from September 1992 10 August 1955 and a direcior of MFS from August 1954 10 February 1997,
From 1990 1o 1992, Mr. Bradbury was Senior Vice Prevident - Corporate Affairs for MFS Telecom, Inc. ("MFS Telecom®)




James Q. Crowe, 47, serves as Chairman of the Board of the Company. Mr. Crowe has served as & director of the
Company since the MFS Merger. Mr. Crowe has served as Chairman of the Board of MFS since 1988 and Chief Executive Officer
since November 1991 and was President of MFS (January 1988 - June 1989 and April 1990 - January 1992).

Bernard J. Ebbers, 35, has been President and Chief Executive Officer of the Company since April 1985, Mr. Ebbens
has served as a director of the Company since 1983,

Francesco Galesl, 66, has been a director of the Company sisce 1992, Mr. Galesi wai a director of ATC until the ATC
Merger. Mr. Gales: is the Chairman and Chief Executive Officer of the Galesi Group, which mcludes companies engaged in
distribution, manufacturing, real cutate and telecommunications. Mr. Galesi serves as a dwecior ol Amaex, Inc., and Walden
Reudential Properties, Inc

Richard R. Jaros, 45, has been 3 director of the Company since the MF5 Merger and has served as a direcior of MFS since
1992, Mr. Jaros has been President of Kiewit Diversified Group, Inc. ("KDG"), a coal mining and ielecommunications company,
since July 1996, Executive Vice President and Chuefl Financial Officer of Peter Kiewit Sons’ ("FKS™), a comstruction and mining
company since April 1993, and was a Vice President of PKS from 1990 until 1992. Mr. Jaros was the Chairman of the Board of
CalEnergy Company, Inc. ("CEC"), a geothermal energy producer, from January 1994 until May 1995 and the Presadent and Chief
Operating Officer of CEC from 1992 until Apnil 1993, Mr, Jaros is a director of PKS, CEC and C-TEC Corporation (“C-TEC™),
8 telecommunications company .

Stiles A. Kellett, Jr.. 3, has served as a director of the Company since 1981, Mr. Kellett has been Chawrman of Kellet:
Investment Corp. since 1995, From 1978 10 1995, Mr. Kellett served as Chairman of the Board of Duwrectors of Convalescent
Services, Inc., a long-term health care company in Atlanta, Georgia. Mr. Kellett serves as a direcior of Frederica Bank & Trust
Company, S5t Simoms luland, Georgia, and Mariner Health Groop, Inc., New London, Connecticut.

David C, McCourt_ 40, has been a director of the Company since the MPFS Merger and has served as a direcior of MFS
since Jamuary 1992. Mr. McCourt has served as Chairman of the Board and Chief Executive Officer of C-TEC since October 1993,
Mr. McCourt s also the President, as well as a director of Kiewit Telecom Holdings, Inc, Mr, McCount has served as President of
Metropolitan Fiber Systema/McCourt, Inc., a subsidiary of MFS Telecom, since 1988, Mr, McCourt is a director of C-TEC and
Mercom, Inc.

John A. Porter, 53, hus been a direcior of the Company since 988, Mr. Porter served as Vice Chairman of the Board
of the Company from Sepiernber 199 until the MFS Merger and served as Chairman of the Board of Directors of the Company from
1588 uanil September 199} From May 1993 to the present, Mr Porter has served s Chusrman of the Board of Direciors and Choef
Executive Officer of Industnal Electnc Manufacturing, Inc., a manafacturer of cloctrical power distribution products. Mr. Porter
also serves a3 Chalrman of the Board of Directors of Phillips & Brooks/Gladwin, Inc.. 3 manufacturer of pay iclkephone enclosures
and equipment. Mr. Porter was previously President and sole sharcholder of P.M. Restaurant Group, Inc. which filed For protection
under Chapeer 11 of the Unaed States Bankrupicy Code in March 1995, Subsequent to March 1993, Mr. Porier sold all of kis shares
in P.M. Restaurant Growp, Inc. He is also a director of Uniroyal Techaology Corporation, Imtelligent Electronics, Inc. snd XL
Connect, Inc.

Walter Scott, Jr., 63, has heen a durector of the Comparry since the MFS Merger and has served a3 a director of MFS since
Janwary 1992, M. Scott has been the Chairman of the Board and President of PKS for more than the Last five years. He alwo is a
director of Berkshire Hathaway, Inc., Burlington Resources, Inc., CEC, ConAgra. Inc., First Bank System, Inc.. Valmont Industries,
Inc., KDG, RCN Corpovaton, and C-TEC

John W. Sidgmore, 45, serves a3 Vice Chairman of the Board and Chicf Operatioms Officer of the Company. Mr.
Sidgmaore has been a director of the Company unce the MFS Merger and has served as 3 direcior of MFS unce August 1996, Mr.
Sudgmore was Prevident and Cluef Operating Officer of MFS from August 1996 until the MFS Merger and has been Cluef Exccutive
Officer and a director of UUNET from June 1994 to the present, and also beld the position of President of UUNET from June 1954
10 August 1996 and from lanuary 1997 to the present. From 1989 1o 1994, he was Prevident and Chiefl Executive Officer of CSC
Intelicom, a telecommunicaions software company. Mr. Sidgmore i a director of Saville Systerms PLC, and Earthlink Network, Inc.

Scott D, Sallivan, 335, serves as Chuef Financial Officer and Secretary of the Company. From the ATC Merger until
December |994, Mr. Sullivan served as Vice President and Avustant Treasurer of the Company. From 1589 until 1992, Mr. Sullivan
served as an executive officer of two long-distance companies, including ATC. From 1981 o 15989, Mr. Sullivan served in vanous
capacitres with KPMG Peat Marwock LLP. Mr, Sullivan has served as a director of the Company wince March 1996,




Lawrence C. Tucker, %4, is a genenal partner of Brown Brothers Harriman & Co. ("Brown Brothen®), which is the general
and managing pariner of The 1818 Fund, L P. and The 1818 Fund II, L P. (collectively, “The 1818 Funds®). He is also a director
of The WellCare Management Group, Inc. and Riverwood International Cosporation. Mr. Tucker has served as a director of the
Company since May 1995, and previously served as director of the Company from May 28, 1992 until the ATC Merger.

Michael B. Yanney, 63, has been a director of the Company since the MFS Merger and has served as a direcior of MFS
since March 1993. Mr. Yanney has been the President, Chairman and Chief Executive Officer of Amenica First Companies L.L.C.,
2 hank holding company in Omaha, Nebraska, since 1984, He also serves as a director of Burlington Northern Santa Fe Corporation,
C-TEC, Forest Oil Corporation and Mid-Amernica Apartment Communities, Inc

Compliance with Sectlon 16 of the Securities Exchange Act of 1934

Section 16{a) of the Securitics Exchange Act of 1934 requires directors, executive officers and 10% or greater shareholders
of the Company (*Reporting Persors”) o file with the SEC mitial reports of ownership and reports of changes in ownership of equity
securities of the Company. To the Company’s knowledge, based solely on its review of the copies of such reports furnished to the
Company and written representations that certamn reports were not required, during the year ended December 31, 1996, all Section
164a) filing requirements applicable to Reporting Persons were complied with, except that Mr. Galesi filed one late report covering
four transactions

Item 11. EXECUTIVE COMPENSATION
Summuary Compensation Table
The following tahble sets forth the compernsation of the ramed executive oflicers of the Company for the three years ended

December 31, 1990, The table also sets forth, for informational purpases. the Compensation pasd by MFS and/or UUNET during
1996 to Messrs, Crowe and Sidgmore, who became executive officers of the Company upon completion of the MFS Merger.

Long Term
Crompensad on
Annual Compentation Awards
Securities
Underlying
Options/ All Onher
Bernard J. Ebbers 1956 938,000 2.337 500" 1,200,000/0 4,500
President and 1993 EA0,000 2,125,000 900,000:0 4,500
Chief Executive Officer 1994 711,000 750,000 200,000:0 4,500
James Q. Crowe 1994 496,923 § 00, O {)- 149 692
Chief Executive Officer,
MFS
John W. Sidgmore 15946 183,57 4054 443 - 1,182 654
President and Chael
Operating Officer,
MFS
Scott D. Sullivan 1956 375,000 500,000 100,000/0 4 500m
Chief Financial (MTicer 199% 254 000 225,000 24000000 4,500
and Secretary 1994 147,584 240,000 210,000/ 4,500
Roy A. Wilkens 1% 430,000 430,000 10,000/ 1,004, 300
President and Chief 1995 427,500 300, 000 400, 000/0 1,00 500
Executive Officer, WilTel 1534 ] 1] (151} (1]

s Includes §1,687, 506 paid under the Company”s Annual Performance Bornus Plan and 5630 000 paid under the Company's
Special Performance Bonus Plan.  The Compensation and Stock Option Commitice awarded 1o Mr. Ebbers the

o)




$1,000, 000 mavimem smount sikreed ender the Company's Special Performance Borus Plan for 1996, but Mr. Ebbeny
accepted only $650,000 of such sward

- Matching contributions to the Company's 401(k) Plan

- Repreients compensation paid 1o these individualy as evecutive officers of MFS and/or UUNET

- Matching contributions 1o MFS' Shareworks Mach Plan.

o Pursuant to option and stock purchase agreements between Mr. Sudgmore and UUNET, upoo comsummation of the
UUNET Acquisition, the lapse of repurchase rights accelerated with respect 1o 30% of outstanding shares issued upon
option exercise subject to 8 right of repurchase as of the effective date of the UUNET Acquisition. As a result of such
acceleration, Mr. Sidgmore incurred an excise tan pursuant to Section 4999 of the !iernal Revenoe Code of 1585 and
cotresponading provisons of applcable wate law. UUNET paid an amount (the *Tramfer”) sufficient 1o pay (1) the excise
tax and (i) amy and all federal, state and local wees payable with respect w0 the receipt of the Transfer. The amount that
UUNET paid 1o Mr. Sidgmore in this connection was 52,182,684

b Includes $1,000,000 received by Mr, Wilkens in connection with the sermination of certain contract rights with Williams
Telecommunications Group, Inc. and $4,500 in matching contributions 1o the Company's 401(k) Plan. In connection
with the WilTel Acquinition, the Company nuumed the employment agreement among Mr. 'Wilkens, Willuams and
Willams Telecommuncations Growp, Inc. (the "Agreement™) Mr. Wilkens resigned from the Company in January
1997, &t which ume the Agreement was terminated

Option Grants in Last Fiscal Year
The following table sets forth informatnon concerming stock option grants made in the fiscal year ended December 31,

1996, 10 the individualy named in the Summary Compensation Table. There were no grants of SARs to waid individuals during
the year

Indswdisal Girants Podential Realizable Valoe at
Aswumed Annuz! Rates of
Number of Sk Price A.ppruil.:uuhr
Securiiey % of Total mm Term
Urslerlying Options Granted
O sons to Employees Esercine or Have  Expiration
Bernard J. Ebbers 1,200 000 201% I7.573 01701 18 11, 489 790 108,776
Jamey ). Crowe
John W. Sidgmaore
Scott D. Sullivan 100 000 1.7% 17875 010106 1,124,149 1. M8 RS
Roy A Wilkems 100, 00 1.7% 17.875 0140 06 1,124,149 2,848 B1S

b The optiona ter unate on the carler of thew expiration dale of ten yeans alter grant or, generally, immedistely on
termination for feasons other than retirement, diability, death or withoul cause; three months after termination of
employment on retrement; 12 months siher termusaton for dnabality, death or without Cause;, or upon the CoORMUMmENON
of a specified change of control ranucton

Mr. Ebbens” option becomes exercisable in three equal annual mstaliments beginning January [, 1997 through January |,
1999. Mr. Sullivan's option becomes exercisable beginming Jasuary 1, 1999, Punuant 1o Mr. ‘Wilkens' scparation
agreement with (he Company, and assuming hn complance with the term thereof, 30,000 shares under such option will
veul and become exercisable on January 31, 1998 Addionally, Mr. Wilkems' options may be exercised through
February 10, 1998

The excrcise poce may be pasd i cash or, m the ducreton of the Compamy’s Compenation and Siock Ophon
Commutice, by shares of Common Stock already owned or to be isued pursuant 1o the exercine, valued st the closing
quoted selling price on the date of exercise. or & combination of cash and Common Stock.

- 1]

- The indicated 5% and 10'% rates of apprecuation are provided 1o comply with SEC regulations and do mot necesaarily
reflect the veews of the Company as 10 the hikely temd in the wock price.  Actual gans, if any, on stock option exercisey
and the wle of Common Stock holdings will be dependent on, among other things, the future performance of the Common




Siock and overall stock market conditions. There can be po assurance that the amounts reflected in this table will be
achieved.

Aggregated Option Exercises In Last Fiscal Year and FY-End Option Values

The following table sets forth information concerning the number and value realized i 1o options exercised during 1996 and options
held st December 31, 1996, by the individuals named in the Summary Compensation Table and the value of thosz options held u
such date. The options cxercised were not exercned as SARs and no SARs were held at year end.  All options had exercise prices
lower than the fair market valoe of the Common Stock on December 11, 1996 ("in-the-money” options),

Number of Secunties Underlying Value of Unexercised
Unexercised Options st FY-End In-The- Money Options at
Shares (U] FY-End (5
Acguired on Vilue 2
Nime Fxercise (F) Realized (31" Exercraable Unexerciuable Exercisable Unexercisable
Bernatd J. Ebbers . . 1,075,656 1,800,000 18,172,348 17,362,500
James (). Crowe 1,680 000 M 280 400 917,701™ §T2.362 21,748 568 20,237,767
John W, Sidgmare . . 5.7 - TM,TT4
Scot1 D. Sullivan - . 21,008 300,000 4.497.392 3.331.2%
Roy A. Wilkens™ . . 400,000 50,000 6,287,000 409,373

o Based upon the difference between (he closing price on the date of exerciie and the oplion exerciie price.

o Based upon a price of $26 0625 per share, which was the closing price of Common Stock on December 31, 1996,

i Subsequent 1o December 31, 1996, Mr, Crowe exercised his then exercisable options and sold the underlying shares of
Common Stock .

s, Subsequent to December 31, 1996, Mr. Sallivan exercsed his then exercisable options and sold the underlying shares
of Common Stock

o Giving effect o the provisions of Mr. Wilkens” separation agreement

Compensation of Directors, WocldCom's direciors are pasd fees of 522,500 per year and 51,000 per meeting stiended of the Board
plus certain expenses. Commitise members are paid a fee of $750 for any comminee meeting attended on the same day as a Boand
meeting 2nd $1.000 for any other commutice meeting attended, plus certain expenses. T3¢ chairman of each commitiee receives
an additional $3,000 per year,

Pursuant 1o WorldCom's Third Amended and Restated 1990 Stock Option Plan, each non-employee direcior receives annually a
non-duscretionary gramt of optsons to purchase 5,000 shares of Common Siock at the fair market value of such stock on the date
of gram_ Soch options are immedustely exerciiable and expire on the earliest to oocur of (a) ten years following the date of grant,
(b) three months following retirement, (c) 12 months following termination of service due to diuability or death, () upoa cessation
of service for reasons other than retirement, death or disability, or (¢) the date of consummation of a specified change in control
transaction defined generally 1o include the dissolution or liquidation of the Company, a reorganization, merger or consolidation
of the Company in whech the Company is not the surviving corporation, or a sale of substantially all of the assets or BO'% or more
of the outstanding stock of the Company 1o another entity. The exercise price may be paid in cash or, in the discretion of the
Compersation Commitiee and Stock Option Commitiee, the Common Stock. In the discretion of the Compensation and Siock
Option Commutice, shares receivable on exercise may be withheld 1o pay applicable taxis on the exercise.

Emplaymsni Agreements and Termination of Employment Arrangemants. Pursuant to an employment armngement, Mr. Crowe
will not have any derect operating responsibility but will continue to serve as a director and Chairman of the Board of the Company
for the tarm of his employment, subject o his nomination and election as such by the Company’s sharcholders. The term of Mr.
Crowe's employment continues until November 23, 1997 and may be extended by mutual agreement. In connection with this
armangement, Mr. Crowe will receive a base salary of $120,000 per year for certain services provided 1o and as directed &) the
Company. In addition, Mr. Crowe’s options 10 purchase an aggregate of 872,562 shares of Common Stock af an exercise price of
$2 849 per share will become fully exercrmable ot any time afier November 24, 1957 and all shares granted under the WorldCom/MFS
Employee Stock Boous Plan and the WorldCom/MFS 1993 Deferred Stock Purchase Plen will vest immediately.

n




Pursuant 1o the employment agreement of Mr. Sudgmore with UUNET, approvmately 420,000 restncted shares of Common Swock
vested as a result of the MFS Merger. Pursuant 1o the terms of Mr Sudgmore’s employrent agreement with UUNET, Mr.
Sdgmore’s mitial base salary was $220 000 per year, plus a bomus trgeiad a1 §130,000 per yes. Mr. Sidgmore received a bonus
of $400,000 for 1996 under his employment agreement. If Mr. Sidgmore’s employment is terminated without cause, he will
recerve severance payments totaling $300 000 Under the employment agreemens, Mr. Suigmore alio recerved options o purchase
a1 30.04 per share 4,644,613 whares of Common Stock (which opuons were exercised and certain of the shares rsswed remain subsect
10 a night of repurchase, which right lapses over time). In the event of a change in conirol of WorldCom or an involuntary
termination other than for cause of Mr. Sidgmore’s employment, WorldCom's right of repurchase lapses with respect 10 30 percent
of any of the shares subpect to 3 night of repurchase af the lime and such right alvo lapses over time

Compeniation Commigee Interiocks and Insider Participation. Prior 1o the MFS Merger, the Company s Compensation and Siock
Opuion Commmee was composed of Sules A Kellen, Jr. (Chawrman), Silvia Kessel and Lawrence C. Tucker. Subsequent 1o the
MFS Merger, the members of the Company s Compensation and Stock Option Commitice have been Stiles A. Kellenz, Jr.
{Chatrman) Walter Scon, Jr . Lawrence C Tucher and Michael B. Yanncy

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
Principal Holders af Votlng Securinies. As of March 3, 1997, the following persons, individually or as a group, were known 1o

the Company to be deemed o be the beneficial ownery of more than live percent of the swed and oututanding Common Stock,
each of whach persons han sole voting and investmend power over such Common Stock, except as set forth in the footnotes bereto:

Amount and
Mame and Address of Nature of Existing Percent
Beneficial Owner Beoeficial Ownership ' Of Claas™
PMR Corp. 70,566,001 7 7.9%

82 Devomhire Streci
Boston, Massachusetts O, (09

" Based upon 850 R0, 640 thares of Common Stock nued and outstanding plus. as o the holder thereof only, exercne or
comveriaon of all derwatnve sevuries thal are evercnable of convertible currenily or withe 60 daya after March 3, 1997

- Based wpon shares owned as of March 6. 1997, as provided by FMR Corp. . including 60,322 566 whares beneficially owned
by Fideliy Maragement & Rescarch Company (“"Fideliy ™), as & result of ity serving oy investment adwiser 10 various
mvestment companses regitered under Section B of the loveument Company Act of 1540 and serving a3 investmernt adviser
0 certamn other funds which are generally offered to limied groups of investors; 9,390,383 shares beneficially owned by
Fudelity Managerment Trust Compamy , & 3 resylt of s serving e trustee or managing agent for vanogs private imvestment
accounts, primmardy employee benefit plans, and serving as investment adviser (o certain other funds which are genenally
offered to limited groups of investors; and 853 070 shares beneficially owned by Fidelity International Limited, as o result
of 13 serving &1 investment adviser ro vanous pon-Ulnited States investment (ompanses

The number of shares beneficually owned by Fidelay includes 4,301,357 shares isuable upon conversion of the WorldCom
Series A Preferred Siock  The sumber of shures Sereficully owned by Fdelity Management Truw Company iachades
267,839 shares nsuable upon conversion of WorldCom Series A Preferred Stock

FMR Corp has sole voting poswer with respect o 5,617 96) whares and sale dispositive power with respect 1o 69,712,951
shares. Fudeluy Intermational Limited bus wle voting and dispotitive power with respect to all the shares it beneficially

orwms.

To the knowledge of the Company, 7,791 shares, or approximately 8.2'% of the 4,992 outsanding shares of WorldCom Senes
A Preferred Stock are beneficially owned by Salomon Brothers Inc (*SBI”), » wholly owned whsidary of Salomon Brothers
Holding Company ("SBHC™) which is in turn a wholly owned subsidiary of Salomon Inc. The princepal address of SBI is Seven
World Trade Center, New York, New York 10048, As of March 3, 1997, the 7,791 outstanding shares of WorldCom Series A
Preferred Stock owned by SBI were converuble o 2,682 218 ghares of Comeon Stock, representing less than one percent of the
outstanding Common Stock

Security Ownerihip of Managemeni. The following table sets forth the beneficial ownership of Common Stock, as of March 3,
1997, by cach director, the named executive officers and by all persons, as a group, who are currently direciors and executive
officers of the Company. Each director or executive officer has sole voting and investment power over the shares listed opposite
his name except as st forth in the faotnoies herelo




ik

MNumber of Shares Percem
Name of Brocficial Owner Beneficially Cwnped™" of Class™
Carl ). Ayoock 721,706 .
Max E. Bobbin 151,297 .
R. Douglss Bradbury 4H.007 .
James ). Crowe 1.007 417" .
Bernard J. Ebbers 14 564 672 1L.7%
Francesco Galesi 3.517.108™ "
Richard R, Jaros T84, 93T .
Stiles A. Kellen, Ir. 3,102,175™ .
David C. McCoun 7.115™ .
John A. Porer 4,736,392 .
Walter Scoty, Jr 1983302910 1%
John W. Sidgmore 3,530 0457 .
Scont D, Sullivan 3765717 *
Lawrence £ Tucker 3,165,096 *
Roy A. W thens 456 974 .
Michael B. Yanncy 30,759 .
All Direciors and Current Eaccutive
CMficers as & Group (13 persons ) 55,947 972" 6.8

Less than one percent

Based upon 891 860,640 shares of Common Siock issued and outstanding plus, as 1o the holder thereof only, exercise or
conversion of 2l derivative securitics that are excrcisable or convertible currently or within 60 days after March 3, 1997,

Includes 5,576 shares owned by Mr. Aycock’s spouse; 85,316 whares purchasabl - upon exercise of options: and 3,312
shares held as custodian for children

Includes 33,512 shares purchasable upon exercise of options, and 117,78 shares as 1o which Mr. Bobbite shares voting
and invesiment power with his spouse

Includes 344 shares issuable upon conversion of WorldCom Series B Preferred Stock: and 7.744 shures isusble pursuan
to the WorldCom/MFS 1995 Deferred Stock Purchase Plin. Al of the shares beneficially wned by Mr, Bradbury were
obtained upon consummation of the MFS Merger

Includes 8,511 skares mauable upon conversion of WorldCom Series B Preferred Stock; 16,971 shares issushie pursuant
1o the WorldCom/MFS 1995 Deferred Stock Purchase Plan; and 349 shares held as custodian for children. All of the
shares beneficully owned by Mr. Crowe were obtained upon consummation of the MFS Merger

Includes 36,432 shares held as custoduan for children; 1,775,696 shares purchauble upon exercise of options; and 835, 448
shares owned by Mr. Ebbers” spouse, as to which Mr, Ebbers shares voting and investment power

Consists of 3,483,596 shares owned by Rotterdam Ventures, Inc., of which Mr. Galesi is wle sharcholder; and 13,512
shares purchaable upon exercise of options

Includes 6,449 shares rsuable upon conversion of WorldCom Series B Prefermed Stock; 8,400 shares beld jointly with Mr.

Jaros” spouse; mnd 15,930 thares held as custodian for Mr. Jaros' children as to which Mr. Jaros disclaims beneficial
ownership. All of the shares beneficially owned by Mr. Jaros were obtained wpon consummation of the MFS Merger.

Iachudes 8,000 sharcs owned by Mr. Kellett's spouse; 860 shares held as custo'tan for minor daughter; and 85,318 shares
purchasable upon exercise of options

Includes 95 shares isuable upon conversion of WorldCom Series B Preferred Stock. Al of the shares beneficually owned
by Mr. McCourt were obtined upon consummation of the MFS Merger,

L1




0 Includes 165,560 shaies beld as custodian of trustee for minor children; 68,048 shares purchasable upon exercise of
optioms; 218,000 shares owned by spouse, as to which beneficial ownership is disclaimed: and 85 812 thares held in trust
for son of majority age, as 1o which beneficial ownership 13 also disclaimed.

o Includes 172.3%4 shares isuable upon conversion of WorldCom Series B Preferred Stock; 72,916 shares owned by Mr,
Scon’s ypouse; and 631 shares insable upon conversion of WorldCom Series B Preferred Stock also owned by Mr, Scont's
spouse. Al of the shares beneficially owned by Mr. Scott were obtained upon consummation of the MFS Merger.

N Includes 35,371 shares purchasable upon exercise of options. Al of the shares benefic 2lly owned by Mr, Sidgmore were
obtained! upon consummation of the MFS Merger.

it Includes 373,028 shares purchasable upon exercise of options

U8 A wtal of 3,131,828 of these shares are beneficially owned by The 1818 Funds. Brown Brothers is the general and
managing partner of The 1818 Funds and Mr. Tucker, as a general partner of Brown Brothers, shares voting and
investment power with respect (o such securities.  Also includes 33,268 shares purchasable upon exercise of options.

o Includes 200,000 shares purchasable upon exercise of options

an Includes 1,556 shares owned by Mr. Yarney's spouse; and 21,000 shares benefically owned by America First Companies
LLC. Mr. Yanney is President, Charrman and Chiel Executive Officer of America First Companies, L. L.C. All of the
shares beneficially owned by Mr. Yanney were obtained upon consummation of the MFS Merger,

% Includes 2,736,408 shares purchasable upon exercise of options or conversion of WorldCom Series B Preferred Stock.

ITEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.

As of December 31, 1996, Messrs. Bradbury, Crowe and Sidgmore held 52,500, 200,000 and 25,000 MFS Shareworks Plus
Awards, respectavely. Such awards were paid out on January 9, 1997 in connection with the MFS Merger, The value received
from such awards was $6 £ million, $20.3 million and $1.0 million, respectively.

Additionally, in accordance with the WorldCom/MFS 1992 Stock Option Plan, upon the termination of Mr, Bradhury as Chief
Financial Officer of MFL on February 28, 1997, all of Mr. Bradbury’s options to purchase an aggregate of 749,725 shares of
Common Stock at an exercise price of $2.869 per share were immediately vested. Mr. Bradbury subsequently exercised all such
options and sold the underlying shares of Common Siock.

Prior to the MFS Merger, WorldCom and MFS were partics to certain interconnection of other service agreements entered into
with each other and certain of their affilistes in the ordinary course of their businesses. In fiscal 1996, WorldCom received
reveriues from MFS and/or UUNET of $88 4 million. Each of WorldCom, MFS and UUNET believe that e terms and conditions

of such interconnection of other services agreements were no less favorable w0 WorkdCom, MFS or UUNET than those that would
have been available 1o WorldCom, MFS or UUNET in comparable, arm’s-length transaction at the date of such agreements.

PART IV

ITEM 14, EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON
FORM 8-K

(a) | and 2
Einaocial statements, (inancial statement schedule and unaudited peo forma financial statements

See Index 1o Consolidated Financial Statements and Financial Statement Schedule

{a)3




See Exhibit Index for the exhibits filed as pan of or incorporated by reference into this Report. There are omitied from the exhibits
filed with or incorporated by reference into this Annual Report on Form 10-K certain promissory notes and other imstruments and
agrecments with respect 1o long-term debt of the Company, none of which suthorizes securities in a total amound that exceeds 10%
of the total asiels of the Company of & consolidated basis, Pursuant 1o tem 601 ()4 )(iii) of Regulation 5-K, the Company hereby
agrees 1o furnish 1o the Secwrities and Exchange Commission copies of any such omitted promissory noles or other instruments of
agreements a3 the Commission requests.

(b) Reports on Form B-K

Current Report on Form 8K dated August 25, 1996 (filed November 4, 1996), reporting information required 1o be
reported under Iiem 7(a) Frnancial Statements of Business Acquired and ltem 7(b) Pro Forma Financial [nformation,, the following
financial satements:

MFS Commurications Company, Inc. as of December 31, 1995 and 1994 and for the three years ended
December 31, 1995:
Repornt of [ndependent Accnuniants
Consolidated Statements of Operations
Consolidated Balance Sheets
Consolidated Statements of Changes in Stockholders” Equity
Consolidated Statements of Cash Flows
Notes 1o Consolidated Financial Statements

MFS Communicatsons Company, Inc. for the six month periods ended June 30, 1996 and 1995 {urandited):
Consolidated Statements of Operations
Consolidated Balance Sheets
Conmsolidsted Staterments of Cash Flows
Notes 10 Consolidated Financial Satements

UUNET Tet nologies, Inc. as of December 31, 1995 and 1994 and for the three years ended December 31, 1993:
Repont of [ndependent Public Accountants
Consolidated Balance Sheets
Consolidated Sustements of Operations
Consolidated Saiements of Stockholders” Equity
Comsolidated Swiements of Cash Flows
Notes to Consolidated Financial Statements

UUNET Technologics, Inc. for the six month periods ended June 30, 1996 and 1993 (unaudited):
Comsolidated Staternents of Operations
Consolidated Balance Sheets

WorldCom, Iac.:
Pro Forma Condensed Combined Financial Statements
Pro Forma Condensed Combined Balance Sheet as of June 30, 1996
Pro Forma Condensed Combined Income Statement for the six moaths ended June 30, 1996
Pro Forma Condensed Combined Income Statement for the fiscal year ended December 31, 1995
Notes to the Pro Forma Condensed Combined Financial Statements
MFS Adjusted Hivtorical Financial Statements
MFS Adjusted Historical Balance Sheets as of June 30, 1996
MFS Adjusted Historical Income Statement for the six months ended June 30, 1996
MFS Adjusted Historical Income Statement for the year ended December 31, 1995
Notes 1o MFS Adjused Historical Financial Statements
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Current Report on Form B-K dated August 25, 1996 (filed November 20, 1996), reporting information required
10 be reported under ltem T(a) Financial Statements of business acquired and ltem 7(b) Pro Forma Financial Information, the

following financial 3 sements:

MFS Commumications Company, Inc. for the nine month period ended September 30, 1996 and 1995 (unaudited):
Consolidated Statements of Operations
Con#ol idated Balance Sheets
Conmsal idated Statements of Cash Flows
Notes to Consolidated Financial Statements

WorldCom, Inc.:
Pro Forma Condensed Combined Financial Statements
Pro Forma C ondensed Combined Balance Sheet as of September 30, 1996
Pro Forma Condensed Combined Income Statement for the nine months ended September 30, 1996
Pro Forma Condensed Combined Income Statement for the liscal year ended December 31, | 993
Notes 1o Pro Forma Condensed Combined Financial Statements
MFS Adjusted Historical Financial Statements
MFS Adjusted Historical Income Statement for the nine months ended September 30, 1996
MFS Adjusted Historical Income Statement for the year ended December 31, 1995
Notes to MFS Adjusted Historical Financial Statements
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SIGNATURES

Pursuant to the requiremnents of Section 13 of the Securities Exchange Act of 1934, the Registrant has duly caused this report to
be signed on its behalfl by the undersigned, thereunto duly authorized.

WorldCom, Inc.

By: _is/ Scon D, Sullivan
Date:  March 17, 1997 Scott D. Sullivan,
Chief Firancial Officer

Pursuant 1o the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons
on behalfl of the Registrant and in the capacities and on the dates indicated.

Name Titks Dax
(e Carl), Avoock Director March 17, 1597
Carl J. Aycock
[ Max E. Bobbitt Director March 17, 1997
Maz E. Bobbitt
I3 James Q. Crowe Director March 17, 1997
James Q. Crowe
Director, President
U/Bermard ) Ebbers and Chief Executive March 17, 1997
Bernard J. Ebbers Officer
{8/ Francesco Galesi Director March 17, 1997
Francesco Gales:
{3/ Richard B Jaros Director March 17, 1997
Richard R. Jaros
Director March 17, 1997

Stiles A Kellett, Jr.
(8! David C. McCourt Director Miarch 17, 1997
David C. McCourt
(s John A, Porier Director Muarch 17, 1997
John A. Porter
[ Walter Scott, Ir Director March 17, 1997
Walter Scott, Ir,

i Durector March 17, 1997

John W. Sidgmore
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To WorldCom, Inc
and Subsidianies

We have audited the accompanying consolidated balance sheets of WorldCom, Inc (s Georgia corporation) and Subsidiaries as
of December 31, 1996 and 1993, and the related consolidated statements of operations, archolders’ investment and cash flows
for each of the years in the three-year period ended December 31, 1996 These financial statements are the responsibility of the
Company’s management. Our respansibility is to express an opinion on these financual staterments based on our sudits

We conducted our audiss in accordance with generally accepted auditing standards. Those standards require that we plan and
perform the audit 1o oblain reasonable assurance about whether the financial statements are free of materis’ musstutement.  An audit
includes examining. on a test basis, evidence supporting the amounts and disclosures in the financial statements.  An sudit slio
includes assensing the accounting principles uied and significant estimates made by management, as wel! as evaluating the overall
financial statement presentation. We believe tut our audits provide a reasonable bagis for our opinion

In our opinion, the financial statements referred o above present fairly, n all materral respects, the financial position of
WorldCom, Inc. and Subsidaries as of December 31, 1996 and 1995, and the results of their operations and their cash fows for
cach of the years in the three-year period ended December 31, 1996, in conformity with generally accepted accounting principles

Our audit was made for the purpose of forming an opinion on the basic financial statements taken a5 a whole. The schedule listed
in the Index 1o Financial Statements and Financial Statement Schedule is presented for purposes of complying with the Securities
and Exchange Commrssion’s rules and s not a required part of the basic financial statements.  This schedule has been subjected
1o the suditing procedures applied in our audit of the basic financial viatements and. in our opinion, fairly states in all material
respects the fimancal data required 1o be set forth therem in relation 10 the hasic financial watements taken ay 2. whole,

ARTHUR ANDERSEN LLP

Jackson, Mustisapp,
rebruary 26, 1997




WORLDCOM, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
{In Thousands of Dollars, Except Per Share Data)

December 11,
1996 1595
ASSETS
Cusrent assels
Cas*, and cash equivalents 3 min i 42244
Marketable securitics s .
Accounts receivable, net of allowance for bad debts of $110,041 and $59,185 st
Drecember 31, 1996 and 1993, respectively 999 962 538442
Income taxes receivable 12301 17499
Deferred tax asset 206 1743
Other current assets 28/ 52,620
Total current asscts 2296092 668,252
Property and equipment
Transmission equipmern! 2371376 1,376 242
Communications equipment 120673 40044
Fumniture, fi-tures and other B14.476 287 158
4 282 575 2065812
Less - accumaulated depreciation 451 488
SETIN i
Excess of cost over net Langible asscts acquired, net of sccumulsted amortization 12,547 432 4292752
Deferred income Laxes 3928604 -
Othier sscts 128 655 117,763
3 19861977 § 6656629
LIABILITIES AND & [ARFHOLDERS INVESTMENT
Current Liabilities
Short-term debt and current maturities of long-term debt s 24n 8 113816
Accounts payable E-L ] 146,455
Accrued line costs 645324 391,604
Income taxes payable 1481 1,245
Other curment liabilities £ 48,070 45,681
Total current liabilitics ] 1910037 1,958 805
Long-term liabilities, less current portion T
Long-term debt 4803581 2,280,098
Deferred income taxes payable - 26,172
Other liabilities = 188 383 183873
Total long-term liabilities 4 9915964 2470,143
Commitments and contingencies
Sharchaolders’ investment
Senes A preferred stock, par value 301 per share, suthorized, issued and
outstanding. 94,992 shares in 1996 and none in 1995 (vanable liquidation preference) 1
Series B preferred stock, par value $.01 per share, suthorized, issued and
outstanding: 12,699,948 shares in 1996 and none in 1995 (liquidation
preference of $1.00 per share plus unpaid dividends) 121
Series 2 preferred stock, par value 301 per share, authorized, issued and
none in 1996 and 1,244 048 shares in 1995 (Lquidation
preference of $31,101 in 1995) 12
Preferred stock, par value $.01 per shase, suthorized: 37,203,060 shares in
1996 and 48,755,952 shares in 1995, none issued
Common stock, par value $.01 per share, suthorized: 2.500,000,000 ghares, rssued
and outstanding’ §85,080.264 shares in 1996 and 386,485,278 shares in 1995 8851 3885
Additional paid-in capital 14 BSS 881 1903282
Unrealized holding gain on marketable equity securities 282 -
Retained camings (deficit) _ hsone _Msn
Total shareholdery investment 158918 I A1)
A —

The accompanying notes are an integral pan of these statements
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WORLDCOM, [NC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
{In Thousands, Except Per Share Data)

Revenues

Operating expenses
Line costs
Seiling, general and sdministrative
Depreciation and smortization
Provision to reduce carrying value of certain assets
Dhrect merger costs
Restructuring and other charges
Charge for in-process research and development
Total
Operating income (loss)
Other income (expense)
Interest expense
Sharcholder hugation scitlement
Miscellaneous
Income (loss) before income taxes and extraordinary item
Provision for income taxes
Net income (loss) before extraordinary item
Extraordinary item (net of income taxes of $15.621 in 1996)
Net income (loas)
Preferred dividend requirement
Special dividend paymen: to Senes | preferred sharcholder
Net income (loss) appl. zable to conunon shareholders

Eamings (loss) per comumon share -
Net income (loss) before extracrdinary item

Primary
Fully diluted

Extrasordinary item
Net income (loss)
Primary
Fully diluted

mummmmmmmuydmn{mmﬂm

F4

For the Year Ended December 31,

S L2128 3

1996 1995 1994
S 4410 5 IGHIS § 22588
2457102 2030635 1465674
828673 677,95 441883
303,01 2671 164,362
402,000 - 43500
- i 15,002
108,148 < 0704
—— 1 R : -
639224 3om201 21791
(1,844 064) 675,144 66528
(221.801) (249.216) (47,303)
- . (76.000)
—sesel L el )V Ceg L T T
(2.055.4185) Q178 (50,697)
s 129528 171453 73318
(2,188 544) 2621 (124,013}
__[44) L Py -
(2213378) 26271 (124013
860 18,191 2175

15,000

2080 3 (15.779)

T ey

$ (550) § 064 3 (0.45)
{550) 04 {o4s)
(0.08) - :
(556) 064 048)
(556) 064 (0.48)
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WORLDCOM, [NC. AND SUBSIDIARIES I
CONSOLIDATED STATEMENTS OF CASH FLOWS {

(In Thousands)
For the Year Ended December 31,
1994 1995 1994
Cash flows from operating activities i
Net income (loss) 3 (2213378) s %6271 % (124 013) |
Adjustments to reconcile net income (loss) to net cash
provided by operating sctivities
Extraoedinary item 2444 - -
Provision to reduce casrying value of certain assets 402,00 - 48,500
Restructuning and other charges 158,148 -
Charge for in-process research and development 2,140 000 - -
Depreciation and amortization 303,301 312671 164,362
Provision for losses on: accounts receivable STET8 40,250 50.202
Provision for shareholder litigation . - 76,000
Provision for deferred income taxes 58449 171425 24 481
Change in assels and liabilities, net of effect of
business combinations:
Accounts recetvable (206,507) (83,808) (150,817)
Income Laxes, net 408 (6,351) 21505
Orther current assets {76,568) 1,003 (15,143)
Accrued line costs (570) 81830 1862
i Sharcholder litigation reserve - {75.000) .
Accounts payable and other curtent liabilitics 79,567 {63,165) 105,188
Other e fmpen) (10,465) 17 602
Net cash provided by operating activities ISR i 616,657 M5476
Cash flows from investing activitics
Capital expendinzres (657 ,061) (358.281) (194.340)
Sale of short-term investments, net - 1,000 11672
Acquisitions and related costs 115,053 (2,765 355) (§1,750) |
Increase in intangible assets (60,056) {46,062) (14.87T) =
Proceeds from disposition of long-term assets 21,962 570 3,080
Increase in other assets {131,450 (8.171) (8,585)
Decrease in other liabilities o= (2284 (e3ssy) (42,018)
Net cash used in investing sctivities ___ (1s2p36) (3,227 452) (335.816)
Cash flows from financing activities
Borrowings 113,000 2712159 78599
Principal payments on debt (16,696) (138,276) (41,643
Common stock issuance 9% 80,532 B
Dwvidends paid on preferred stock (850) {33.181) (27,766)
Other - 1828 869
Net cash provided by financing activities === 135200 — T R 48,590
Het increase (decrease) in cash and cash equivalents 180 485 2757 (42.752)
Cash and cash equivalents at beginning of period S0k A £ 19,987 6279
Cash and cash equivalents at end of period S OMPe Y M 18,987

The accompanying notes are an integral part of these statements
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WORLDCOM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 199

i1 Ihe Company and Significant Accounting Policies -
Description of Business apd Organization

WorldCom, Inc., a Georgia corporatson ("WorldCom™ or the “Company®), s one of the four lirgest long d-stance telecommunications
companics in the Unied States, serving customens domestically and internatiorally. The Company provides long distance iclecommunicatons
services 10 bunncss, comumer and other carner customers, through s actwork of fiber optic cables, digital microwave, and fized and
transportable satellite canh stations, with service to pomnts throughout the aation and the world. The products and services provided by
WorlkdCom include vwnched and dedicated long distance and local peoducts, 800 services, calling cards, domestic and internationa! private
lines, broadband data service:  debnt cards, conference calling, sdvanced bulling systems, enhanced fax and data connections, high speed
data communications, facilitics management, local access 10 long distance compames, local access ATM -based hackbone service and
interconnection via network access poants ("NAPY) 1o Internet Service Providens

Ihe Mergers

On Decernber 30, 199, World om, theough a aholly owned swbadory, mefged with MFS Commumcatbions Company, Inc. ("MF5S" @
2 transaction accounted for as 3 purchase. The excess purchuse price over net tangible ety scquired has been allocated o mn-process
rescarch and development progects (See Note ), goodwill, developed techmology and assembled workforce. MFS provades
telecommunications services and systems for business and government customers.  MFS is a leading provider of alierrative local network
access facilmees via digatal Niber optac cable networks that o has matalled in and around approvimately 41 U'nited States citees, and in sevenal
mapy European ctey. MF® 2o provades domestic and interrational long distance ielecommumcaiions services via its network platform,
which comuits of MFS-0wned trammcuvisn and ywdching Lacilites, and nciwork capacity beased fror other carnen primandy m the Unitad
States and Western Eurtope

As 3 result of the merger (the "MFS Merger™), each share of MFS common stock was converted weo the right to recerve 2. ibaved of
WorldCom common sock (the "Comanon Stock™) or spprotvimately 471 0 millon WorldCom common shares in the aggregate  Each whare
of MFS Serms A 8% Cumulative Conrvertible Preferred Stock ("MES Seres A Preferred Such™) was converted into the right 1o recerve one
shure of Series A 8T Cumulanive Comvertible Preferred Stoch of WorldCom “WorldCom Sermes A Preferred Siock®) or 94, 922 shares of
WorldCom Serey A Preferred Stoch on the agpregate Fach dare of MFS Seres B Convertible Preferred §ock was convened o the ngh
o receive one dare of Senes B Convertible Preferred Stock of WorldCom (*WorldCom Senes B Preferred Sewk®) or approumately 12 7
milhon shares of WorldCom Senes B Preferred Sush in the aggregate. o addition, each depositary ahate representing 1/100eh of & dare
of MFS Senes A Preferred Suck was enchanged for a deporitary share representing 1/100th of a share of WorldCom Serses A Preferred
Siock

Upon effectiveness of the MES Merger, the then outstanding and unenercred optom and sarrants evercisable for shares of MFS common
sock were converied wto optom and wairants, frespectively, exercrable for shares of Common Stock having substantially the same terms
and conditions as the MFS options and warrants, except that (i) the cxercise price and the pumber of shares issuable upon exercise were
divided and mulnplicd, respectively, by 2.1 and () the holders of each then outstanding and uncsercned MFS Shareworks Plus Award
granted under the MFS 1993 Stock Plan instead recenved the cash valoe of such optaon in sccordance with the terms of such plan

On Aogust 12, 1996, MFS scquired UUSET Techaologies, Inc. ("UUNETT) through 3 merger of a subsidary of MFS with and into UUNET
{the "UUNET Acgunition”). UUNET 1 a keading worldwide provader of a comprehensive range of Internet access options, applications,
and consulting services 1o businesses, professonals and on-line services providers.  UUNET provides both dedicated and dial-up Internet
oo, and other applcanons amd services which mclude Web server hirding and integralion services, chient software and secunty products,
trainmg, and nctwork integration and consuling services

On December 30, 19, WorldCom, through a wholly owned subsdiary, merged with IDB Communications Growp, Inc., a Delaware
eorporabion (“IDA"), and in connection therewith isued approtimately 71 8§ million shares of Common Siock, for all of the outstanding shares
of IDB common wock, (the "IDB Merger”). In sddition, WorldCom assumed, on 4 subordinated basis, jointly and severally with IDB, the
oblgatons of [DB to pay the principal of and mterest on $19% 5 million 3% convertible subordinated notes due 2000, issoed by IDB. On
July 15, 1996, WorkdCom announced that ot had exercied ots ophion 1o redeem on August 16, 1996 all of the outstanding [IDB notes.  Prior
0 sach redemption date. a majority of the holdens of the IDB notes elected 1o convert their noled into WorldCom common stocl, resaling
i the pwuance of sppronimately 103 million shares of WorldCom Common Stock, The IDB Merger was accounted for as a pooling-of-
tsrests and, sccondingly, the Company's linancal sitements for periods prior to the [DB Merger have been restated to mnclode the results
of IDB for all petiads presented
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On September 13, 1993, a three-way merger occurred whereby (i) Metromedia Communications Corporation, a Delaware corporation
("MCC"), merged with and into Resurgens Communications Group, Inc., a Georgia corporation ("Resurgens®), and (i) LDDS
Communications, Inc., 3 Tennewsee corporation ("LDDS-TN"), merged with and into Resurgens (the *Prior Metgers™y. The Prior Mergers
were accounted for as a purchase

At the ume of the Prior Mergens. the name of Resurgens, the legal survivor, was changed 1o LDDS Communications, Inc., and the separate
corporate exitences of LDDS-TN and MCC terminated.  For accounting purposes, however, LDDS-TN was the survivor because the former
sharcholders of LDDS-TN acquired majority ownership of the Company. Accordmgly, unless otherwise indicated, all historical information
presented herein reflects the operations of LDDS-TN. At the annual meeting of shareholders held May 25, 1995, sharcholders of LDDS
Communications, Inc. voted 1o change the name of the Company 1o WorldCom, Inc., effective immediately. Information in this document
has also been revised to reflect the stock splits of the Company”s Common Stock

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its subsidiaries. All significant intercompany Lransactions
and balances have been eliminased in comsolidation. Investments in joint ventures and other equity investments in which the Company owns
2 20% 10 50% vwnership interest, are accounted for by the equity method  Investments of less than 20% ownership are recorded at cost.

Eair Yalue of Financial Instruments
The carrying amounts for cash, marketable secufities, accounts receivable, notes receivable, accounts payable and accrued liabilities
appraxsmaie their fair value. The fair value of the long-term debd 13 determined based on the cash flows from such financial instrumesis

discounted at the Company s estimated current interesd rate o enter into similar financial instruments. The recorded amounts for all oter
long-term debt of the Company approximate fair valoes.

Cash and Cash Equivalents and Marketable Securities:

The Company condiders cash i banks and shori-term investments with original maturities of three months or less as cath and cash
equivalents. The Company has classified all marketable securitees other than cash equivalents as available-for-sale. At December 31, 1996,
the amortized cost of the Compny's marketable securities equals the estimated fair value. Fair values are estimated based on quoted market
prices

Marketable securtiey at December 31, 1994 are as follows

Estimated

Eair ¥Yalug
United States Treasury and other United States government corporations and agencies debt securines 443,178
Corporate debt sccurities 219318

The estimated fair value of marketable securities a1 December 31, 1996, by contractual maturity are as follows

Estimated

Fair Yalue
Due within | year 5567082
Drwe aftes | year through § years 200,380
Due after § years through 10 years 1.012
Due after 10 years — L
2210

These securntics were included in the net assels acquired 1n connection with the MFS Merger. Accordingly, there was no sales activity
available-for-sale securities for the twelve months ended December 31, 1596
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Fregeriy and Equipment

Property and equipment are stated a1 cont.  Depreciation i provided for linancial reponing purposes using the straight-line method over the
following estimaied useful lives:

Tranumussion equipment 5 to 45 years
Communacalions equipment 51025 yaan
Furniure,, fixtures and other 5 to 3 yean

Mainterance and repairs are expensed as incurred.  Replacements and betterments are capralized. The cost amed related reserves of assets
sold or retired are removed from the accounts, and any resulting gan or losi is reflected in resulis of operations.

The Compary constructs certain of its own transmission systems and related facilities.  All intermal costs directly related 1o the construction

of such facilities, incluchng interest and salanes of cerain employees, are capitalized.  Soch costs were 328.7 million ($7.6 million in
interest), $14.7 million ($4.9 million in interewt), and $6.8 million (31.2 million in interest), in 1996, 1995, and 1994, respectively.

Excess of Conl over Net Tangible Asyets Acquired

The major classes of mtany Hle assets are summanzed below (in thousands)

December 31,
Amaontizaiion Period 1995 1993

Goodwill 5 10 40 years S12.464 556  $4.417.964
Software development 5 yeans 112,702 59,478

Developed technobogy 5 yeany 400,000 -
Other intangibles 5 10 10 years _3E6  _ 89208
13,305,104 4 596,650
Less accumutated amortization U 1 LN |
AN  H2IN

Intangible assets are amonired using the straight-line method for the periods noted above

Goodwill 15 recognized for the excess of the purchase price of the various business combinations over the value of the identifiable net tangib'e
and mtangible assets acguired. See Note 2. Realization of acquisition-related intangibles, including goodwill, is periodically assessed by
the management of the Company hased on the current and expected future profitability and cash flows of acguired companies and their
contribution (o the overall operations of WorldCom

Corits incurred 10 develop woftware for mternal use are capitalized as incurred.  Developed techaology represents the allocation of purchase
price in the MFS Merger

Ling Installation Coaty

The Company defers the costs associated with the installation of local access lines and other network facilities, Amortization of these costs
is provided over five yeans using the straight-line method.  Accumulated amortization on line installation costs was $55.1 million and $41.0
million as of December 31, 1996 and 1995, respectively

Linrealized Holding Gain eo Marketable Equity Securities:

In the second quarter of 1996, one of the Company’s equity invesiments became publicly traded. This investment, previously recorded at
cost, has been classified as an available-for-sale security under Statement of Financial Accounting Standards ("SFAS") No. 115, *Accounting
for Certain lavestments in Debt and Equity Secunities® ("SFAS 1157). Accordingly, this investment is recorded at its fair value of
appronsmately $29.7 million a1 December 31, 1996, and is included in other assets in the a companying consolidated financial statements.
The unrealized holding gain on this marketable equity security, net of taxes, is included 1 a component of sharcholders’ investment s
December 31, 1996,
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Other Loog-torm Liabilitie

At December 31, 1996 and 1995, other long-term liabilities includes $137.2 million and $149 3 million, respectively, related 10 estimated
costs of cloung duplicate facilities of scquired entities, and other non-recurring costs arising from vanows scquivitions and mergers. See
Note 2.

Recognition of Revenues:

The Company records revenues for long distance iclecommunications sales at the time of custom-* mage. The Company also performs
systems integration services consisting of devign and installation of transmission equipment and sysems for s customers.  Revenues and
related costs for thess servicey are recorded under the percentage of completion method

Ascounting for loternational Long Distance Traflls:

The Compary enters 1o operating agreements with telecommunications carnmers i foreign countries under which meernational long distance
traffic s both delivered and received.  The terms of most switched voice operating agreements, as well as established Federal
Communications Commissacn ("FCCT) policy. require that inbound switched vosce traffic from the foreign carrier 1o the United States be
routed 1o United States internatonal carners, like WorldCom, i proportion to the percentage of Urited States outhound traffic rooted by
that United States international carrier to foreign carmer. Mutually exchanged trafTic between the Company and foreign carmers i settied
in cash through a formal settlement policy that generally extends over a six-month period al an agreed upon settlement rate.  Although the
Compatry can estimate the amount of inbound traffic i will receive, under the FCC's proportional share policy. #t generally must wait up
1o six months before ot actually receives the inbound wraffic

Extraordinary Items:

In the second quaner of 1996, the Company recorded charges for extrasedinary itema lotaling $24 4 million, net of income tax benefit of $15 6
million. The iterns consisted of 34 2 million in connection with the Company s debt refinancing. as discussed in Note 4 and $20.2 millon
related 1o a write-off of deferred international costs. Previously, a portion of the outbound call fee due the foreign carmier was deferred and
accoynted for as a cost amtributable to the revenue associsted with the mbound call Currently, the outbound call fee due the forcign carmier is
expensed as incurred  This change in sccounting for international line costs was immatenal 1o the resultd of operahion

Line Costs

Line costs promatily include all payments to local eachange carnen ("LECY”), interexchange carners and post telephone and telegraph
administratsons (TFTTy") primanly for acoess and tramsport charges

Income Taxes

The Company accounts for mcome taxes m accordance with SFAS No. 109, “Accounting for Income Tazes ® SFAS 109 has as its basic
objective the recogniiion of current and deferred income tax assets and lubdities based upon all events that huve been recognured m the
comolidated financial statements as measured by the provisions of the enacted tax laws. See Note 10

Eaming Per Share

For the year ended December 31, 1799, earrungs per whare was caloulated baed on the werghied average number of shares outitanding dusing
the period plus the ddutive effect of sock opioms and warrants determmned uiing the treasuty slock method. For the years ended
Decomber 31, 1996 and 1954, carmangs per share were calculated baied on the weightad average number of shares outstanding during the
pered. The effect of common wock eguevalents was mol conuedered i |99 and [P because the effect of wch options and warrants would
have been ant-dilutive

Average common dhares and common equavalent shares ublized were 397 890,000, 385 898 000, and 313,610,000, respectively, for prmary
carmings per share and 197 §90 000, 402,990,000, and 315,610 000, respectrvely, for fully diluted earnings per share, for the years ended
December 31, 1950, |955 and 1994

Stock Splits

On May 23, 1996, the Board of Directors authonized a 2-for-1 stock aplit mn the form of 2 100% wock dividend whnch was distributed on
July 3, 1996 1o shareholdens of record on June 6, 1996 On November 1K, 199), the Board of Directors suthonized a 2-for-1 stock split in
the form of a 100% stock dividend which was distributed on January 6, 1994, 1o sharcholders of record on December 7, 1991, All per share
dats and numbery of common whares have been retroactively restated to reflect these stock splits
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Concentration of Credit Risk:

A portion of the Company ‘s revenues 1 derived from services provided o others in the telecommunications industry, muainly resellers of long
distance iclecommumications service. As a result, the Compasy has some concentration of credit risk among its cusiomer base. The Compamy
performs ongoing credit evaluations of its larger customens” financial condition and, at times, requires collateral 1iom its customers 1o suppon
its receivables, usually in the form of assignment of ity customen’ receivables to the Company i the event of nonpayment. Additionally,
marketal e securities potentially swbject the Company to concentration of credst nisks, but is limited due 10 investments in shor-term,
imvestment grade securiies

Recenily Issusd Accounting Standards:

In June 1996, the FASB nswed SFAS No. 123, "Accounting For Tramfers and Servicing of Financial Assets and Extinguishment of
Liakalities ® This Statement establishes accounting amd reporting standards for tramafers and servicing of Mlinancial assets and extinguishment
of labilities.  This Statement provides stansdards for diinguishing transfers of financial assets that are sales from tramafers that are secured
borrowings. This Statement is effective for transfers and servicing of fimancial assets and extinguishments of liabilities occurring after
December 31, 199, and is to be applied prospectively. WorldCom beheves that the adoption of this standard will not kave & material effect
on the Company s comalidated rewlts of operations of firancal poition

Use of Estimates:

The preparation of fnancwl Watements in conformey with generally sccepted accounting principles requires management to make cstimates
and svaamptions thut effect the reported amounts of assets and labilmes and disclosure of contingent assets and labilates st the date of the
firancial siatements and revenues and expenses duning the period reported.  Actual results could differ from those estimates. Estimates are
used when accounting for long-term contracts, allowance for doubtfsl accounts, deprecistion and amortization, taxes, restructuring reserves
and contingencies

Reclawifications

Ceruain consolidated financial statement amounts have been reclassified for conustent presentation

& Business Combinations -

On December 31, 1996, WorldCom completed the MFS Merger. The MFS Merger is being accounted for as a purchase; accordingly, the
operating results are not reflected in the consolidated results of operations. On January 3, 1993, WorldCom completed the acquisition of
Williams Telecommunications Group, Inc. ("WilTel"). a subsidary of The Willams Companies, Inc., for approximaiely 52.5 billion in cash
(e “WilTel Acquetion™). Theough this purchase, the Company acquired 3 nationwide common Carmer network of approvimately 11,000
miles of fiber optic cable and dugial microaave (acilities

The Company has acquired other ilecommunications companies offering similar or complementary services i those offered by the Company
Such acquiitioms have been accomplinhed through the purchase of the outstanding sock or assety of the acquired entity for cash, notes, shares
of the Company's common stock, or a combination thereof. The cash portion of acquisition costs has generally been financed through the
Company ‘s bank loan agreemenits. See Note 4

Most of the acquisitions have been accounted for as purchases and resultsd in an excess of the purchase .osts over the net tngible assets
acquired. These costs, composed primanly of goodwill, are amortized over § 1o 40 years uiing the sraight-lne method. The results of thoss
parchased businesses huvs been ancluded sunce the dates of acquinition.  Baune s combenations which have been accounted for as poolmgs-ol -
interests have been included in all periods presented.  The wble below sets forth information concerning certain other recent acquisitions
which were accounted for as purchases

Purchase Price
Shares lusued
Acquired Entity Asquuien Dag Cash Number  Malue | Coodwill
(In thousands)
WilTel Jangary 1993 $2,500,000 - - 52,216,909
MFS December [ 9656 - & 5 8,113,659

— — - ———

« Scc the third paragraph of Note | for a descniption of the commaon and preferred shares
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In addstron to those scquistions listed above, the Company or it predecessors completed several smaller acquusitions during 1994 through
1996

The initial purchase price allocations for the MFS Merger is based on current estimates and the Company will make= the final purchase price
allocation based wpon final values for cenain assets and liabilities. As a result, the final purchase price aliocations may differ from he

presenced estimate

The following unaudited pro forma combined results of operations for the Company assume that the MFS Merger and the UUNET
Acquisition were compleied on January 1, 1995

ot the Year Ended Decomber 31,
.. 1953
(In thousands, excepd per share data)

Revenues $5.635.2) 4.3,
Laows before entraordmary nem (2,767 .906) (272,665)
Loss applicable 10 common shareholders 2,792, 340) (272,665)
Lioss per common share
Loss before extraordinary iem ($3.18) (%0.37)
Net lows ($3.21) (30.37)

These pro forma amounts represent the historical operating results of these acquired entities combined with those of the Company with
appropriaie adjustments which give effect 1o interest expense, amortization and the common shares issued. These pro forma amounts are
not necesaarily indicative of operating results which would have occurred of MFS and UUNET had been operated by current management
during the penods presented because thewe amounts Jo not reflect full network optimazation and the synergtic ¢fTect on operanng. selling,
geoeral and admimdratne eapenses

al) Direct Merger Costs, Restructurine and Other Charges -
Bostruciuring and Other Charges

In the fourth quarter of |99, the Company recorded charges for employee severance, employee compensation charges, slignment charges
and costs 1o exd unfavorable telecommunications contracts

Adduionaily, during the fourth quarter of 1994, as a result of the IDB Merger, the Company intated plans to reorganite and restructure
s managemnent and operational organczation and facilities 1o climirate duplicate personnel, physical facilities and serwice capacity, 1o abandon
certain products and marketing sctivities, and 1o take further advantage of the synergics available to the combined entities. Accordingly, the
Company charged o operations, the estimated costs of such reorganization and restructuring activities, including employee severance,
phyvical facility abandonmer and duplicate service capacity

The following table reflects the components of the significant items thown as restructuning and other charges in 1996 and 1994 (in thousands):

_For the Year Ended Decenber 31,

1% =l
Severance and other employce related costs § 57,918 518,702
Duplicate facilities and other restructuring . 13,990
Provision for settlement of certain legal ssues . 8,000
Reduction n carmying amownt of ceram asets . 241
Coasts 1o exit unfavorable telecommunications contracts 134 866 .
Oher

Bl T
1. NU' S W

As of December 31, 1996 and 1993, the accompanying comoldated financial stasements reflect §166.4 mallion and 333 million, respectively,

in other current lbdiiies and $2.5 million and $3.6 million. respectively, in other long-term liabilimes, in connectson with the restructuring
and other charges
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Direct Merger Costs:

During 19594, the Company recorded direct merger costs of $15.0 million related to the [DB Merger. These costs included! professional fees,
proxy solicitation costs, travel and related expenses and certan other direct costs attributable to this merger

bsion 1o R Carrving Vahs of Certal "

In the second quarter of 1996, the Company ircurred non-cash charges related 1o a write-down in the carrying value of certain assets, including
goodwill and equipment. Because of events resulting from the passage of the Telecommunications Act of 1996 (the “Telecom Act”), and
changes in Circumstances Impacting cenain non-cofe operations, management estimates of the Company s fair value of operating assets within
its cors and non-core businesses resulied in a non-cash charge of $344 million after-tax. On a pre-tax basis, the write-down was $402 million
and included $139 million for network facilities and 5263 million for non-core businesses, primarily operator services goodwill Fair value
of the non-core business was determined by estimating the present value of future cash flows 1o be generated from those operations while the
majority of the network facilities were recorded af net salvage value due 10 anticipated early disposal

In connection with the ugning of agreements to provide long dritance telecommunications services to certain local exc hange carners, and after
the successful asumilation of recent faclities-based acquisitions, WorldCom evaluated the impact that the incressed traflic volumes would have
on the Company's network  This review resulted in the Company s current plans to expand and upgrade its existing network switching,
transmission and other communications equipment. Ths capatal project directly affected the estimated useful lives of centain network facilities
which will result in replacement off these facilities prios to June 30, 1997

Additionally, due 1o the decreasing emphasis on operator services, including non-renewal of exis*ing long-term contracts, management adjusted
the fair value of this non-core business based upon its projections of future cash flow  Operator services now comprises less than 3% of
WorldCom’s consolidated revenues

During 1994 several events occurred which caused the Company to evaluate the realization of its investment in the assets of IDB Broadcast,
These events included a proposed bul never consummated sale of IDB Broadcast at amounts significantly below book value, and the continued
emergence of telecommur ations & the core business of IDB (making IDB Broadcast a non-core operation). These factors, combined with
broad economic factors adversely impacting broadcast assets in general, have caused a decline in the value of the Company s investment in
these assets. Broadeast services comprise leis than |5 of WatldCom's consolidited revenues,

The Company assessed the impact of these factors relative to its ability o recover the recorded values of these broadcast assets, and
determined that such values should be reduced. Accordingly, the Company recorded adjustments of $48.5 million, to reduce the carrying
value of these broadcast assets (primanly intangible assets and property and equipment) to the Company’s best estimate of the net realizable
value. During 1993, the Company sold ity simulcasting operations and entered into an agreement 10 outsource the management of the
remainung IDB Broadcast operations

Charge (or In-process Research and Developmens:

In the fourth quarier of 1996, the Company recorded a $2.14 billion charge for in-process ret. «rch and Gevelopment rellated to the MFS
Merger. The charge is based upon a valuation analysis of the technologies of MFS® worldwide information system, the Internet network
expansion system of UUNET, and certain other identified research and development projects purchased in the merger. At the date of the
MFS Merger, the technological feasibility of the acquired technology had not yet been established and the tecknology has no future alternative
uses. The expenie includes $1.6 ballion associated with UUNET and $0.54 billion related 1o MFS.

4 Long-term Debt -

Long-term debt outstanding consists of the following (in thousands)

—Dccember 31 __

- L T
Revolving creda agreements $3,284 500 $3.171,500
Senior Discount Notes due 20064 674,520 E
Senior Discount Notes due 2004 685,838 -
Convertible subordinated notes - 195,500
Onher debu {maturing through 2001) —18L147 — 20914

4,526 005 3,393 914
Lesws: Short-term debt and current mmaturities — 2428 L1y 816

HEQSL  R2R0.0%




On lune 28, 1996, WorldCom replaced ity then existing $3 41 billion credat facilities (the “Previous Facilities™) with & new $3.75 billion
revolving crodit facility (the “Credit Facility™) Borrowings under the Credit Facility were used to refinance the Previous Facilities and will
be used 1o finance capital expenditures and provide additional working capital  As a result of the refinancing. WorldCom recorded an
extraordinary charge of $4 2 million, net of $2.7 mullion in taxes, related to the charge-ofT of the unamontized portion of costs associated with
the Previous Facilibies

The Credit Facility has a five-year term and bears inferest, payable in varying periods, depending on the interest periods, not 1o exceod six
mantha, al rates selected by the Company under the terms of the Credit Facility including a Base Rate or the Loadon Interbank Offering Rate
(LIBOR™), plus spplicable margm.  The applicable margin for LIBOR rate borrowings varies from 0.3 5% 10 0.87%% based upon a specified
fnanciad st The Credit Facility |4 unsecured and requines compliance with certain financial and othe ¢ operating covenants which limit, smong
other things, the incurrence of additional indebtedness by WorldCom and restricts the payment of cash dividends 1o WorldCom's sharcholders.
The Credit Facility is also subject to an annual commitment fee not 1o exceed 0 25% of any unborrowed portion of the Credit Facility. For the
year ended December 31, 1996, the weighted average inlerest rale under the Credit Facility wes 6.1%

Borrowings under the Crodit Facility bear interest at rates that Muctuate with prevailing shor-lerm interest rates. Under the provisions of the
Credit Facility, the Company is required to hedge 25% of its debt against adverse interest movemnents in short-term rates. The Company belicves
that it can adequately address this requirement through financial hedging measures or increasing the amount of fined rate debt outstanding.

In connection with the MFS Merger, the Company acquired the MFS Senior Discount Notes due Ja wary 15, 2004 (the "1994 Nolex™) and the
MFS Sersor Discount Noten due January 15, 2006 (the = 1996 Notes™) (collectively, the “MFS Notes™)

MFS is accruing o the pnincipal amount of the | 994 Notes of $788,320,000 through January 1999, Cash interest will not accrue on the 1994
Notes priod 1o January 13, 1999, however, MES may elect wo commence the accrual of cash interest ot any time prios 1o that dale. Commencing
July 15, 1999 cash interest will be payable gma—mnual[}

On of after January 13, 1979, the 1994 Notes will be redesmable at the ophon of MFS, in whole or in part from time: to ume, ot the following
prices {expressed in percentages of the principal amount al the stated matunity ), if redeemed during the twelve months beginning January 13
of the years indicated below, in cach case together with interest accrued to the redemption date

Yeour Percentage
15 103 52%
20N} 102 34%
2001 1011
2007 and hereafter 100 M

MFS is accruing to the principal amount of the | 79 Notes of $924,000,000 through January 2001 Cash interest will not accruc on the 1996
Nofes priof 1o January 15, 2001 bowever, MFS may elect to commence the accrual of cash interest at any time prior to that date. Commencing
January 13, 2001, cash interest will be payable serni-annually

On or after lanuary 15, 2001, tie 1996 Notes will be redecmable at the option of MFS, in whole or in part from time to time, a1 the followsng
prices (expressed in percentages of the principal amount at the stated maturity ), if redeemed during the twelve months beginning January 15
of the year indicated below, +  each case together with interest accrued to the redemption dale

Ycour Percentage
2001 103.32%
2002 102.21%
2003 100.11%
2004 and thereafter 1040 0%

In connection with the MI'S Merger, WorldCom offercd 10 repurchase the MFS Notes a1 101% of the accreted value as of February 27, 1997,
The offer to repurchase ended February 27, 1997, As of the expiration of the offer, approximately $14.3 million of the MFS Notes were
repurchased  The MFS Notes are senior unsecured obligations of MFS and are subordinated to all cumrent and futuee indebtedness of MFS'
subudianies, including trade accounts payable

The MF5 Notes contain cenain covenants which, among other things, restrct MFS' ablity 1o incur additional deby, create liens, enter ino sale-

leaseback transactions, pay dividends, make certan restricted payments, enter into transactions with affiliates and 2¢ll assets o merge with
another company
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During 1996, WorldCom enercised its option to redeem on August 16, 1996, all of the outstanding IDB WorldCom, Inc. 3% Coavertible
Subordinated Notes due 2007 (the “Notes™), at 2 price oqual to 103 5% of the principal emount, plus accrued and unpaid interest. Prior to such
redemption date, substantially all of the bolders of the Notes elected 1o convert therr notes imto Common Stock, resulting in the issuance of
spprovimately 103 million shares of Common Stock

The apgregate prncipal repayments and reductions required in each of the years ending December 31, 1997 through December 31, 2001 and
thereafter for the Company”s long-term debt including capital leases is as follows (in thousands):

1997 $12.44
1998 45,521
1999 43,680
2000 49 608
2001 3.291.031
Thereafter LA73.744

HA26.0038

(9  Ereferred Stock -

In conmection with the MFS Merger, the Company issucd 9,499,200 depositary shares (the “Depositary Shares®), each representing /100t
interest in a share of WorldCom Series A Preferred Siock. There is an established public trading market for the WorldCom Series A
Prefesmed Siock. The Depositary Shares are traded on the Nasdaq National Market under the trading symbol *“WCOMP.*

Each Depositary Share 15 mandatorily convertible into 4.2 shares of Common Siock on May 31, 1999. The Depositary Shares are also
redeemable at the option of the Company in exchange for shares of Common Stock on or after May 31, 1998 at a ratio that will vary
depending upon cerain facton, mcluding the date of redemption, the market price of the Co mmon Stock 2t the time of redempiion and the
amount of accrued and unpasd dividends. The Depoitary Shares are also convertible at the option of the holder st any time into 3 44274
shares of Common Stock for each Depositary Share, plus unpaid dividends.

The Depositary Shares are entitled 10 receive dividends, when, as and if declared by the Board of Directors, accruing at the rate of 32.68
per share per shnum, pavable quarterly i arrears on each February 28, May 31, August 31 and November 30. Dividends are payable in
cash or in shares of Comr son Siock, &t the election of the Compeny. The Company paid the initial dividend on February 28, 1997 in cash.

The Depositary Shares aie entitled o vote on the basn of 0,10 of 2 vote for each Depositary Share held (oquivalent to 10 votes for each share
of WorldCom Series A Preferred Stock). The Series A Preferred Stock has a liquidation preference equal to the greater of (i) the sum of
(%) $3.350 per share and (b} all accrued and unpaid dividends thereon to the dute of liquidation and (ii) the value or the shares of Common
Swck mto which such Series A Preferred Sinck are convertible on the date of liquidation.

The WorldCom Series B Preferred Stock 18 convertible into shares of Common Stock at any time at 8 conversion rate of 0.0973912 shares
of Common Stock for each share of WorldCom Series B Preferred Siock (an effective initaal conversion price of $10.268 per share of
Common Stock), Dividends on the WorldCom Senes B Preferred Stock accrue st the rate per share of $0.0775 per annum and are payable
in cash. Dividends will be pasd only when, as and if declared by the Board of Directors. The Company anticipates that dividends on the
WorldCom Scries B Preferred Stock will not be declared but will continue t0 accrue. Upon ¢ aversion, sccrued but unpaid dividends are
payable in cash or shares of Common Stock at the Company's election

The WorldCom Series B Preferred Stock i alo redeemable at the option of the Company st any lime sfier September 30, 2001 a &
redernpuion price of $1.00 per share, plus acorued and unpaid dividends.  The redemption price will be payable in cash or shares of Comiaon
Siock ai the Company”s election

The WorldCom Series B Preferred Stock is entitled 1o one vote per share with respect to all matters.  The WorldCom Series B Preferred
Stock has a liquidation preference of §1.00 per share plus all accrued and unpaid dividends thereon 1o the date of Diquidation.

A » result of the Prior Mergers, 10,896,785 shares of the Seres | Preferred Stock were issucd 1o Metromedia, the sole stockholder of MCC.
Also in 199), the [DB comveruble preferred stock msued in connection with the acquisition of World Communications, Inc. was convenied
Into common siock of IDB

In connection with the announcement in May 1996, that the Company would redeem its Series 2 Preferred Stock on June 5, 1996, all of the
remaining outstanding Series 2 Preferred Stock was converted ingo 5,268,160 shares of Common Siock in the second quarter of 1996,
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In Augunt 1999, Metromedsa converted its Seres | Preferred Stock o 61 7 mallion shares of WorldCom Common Siock. In coanection
with the preferred stock comverson, WorldCom made a non-recurming payment of $15.0 million 10 Metromedia, representing a discount 1o
the mnimum noeminal divedends that would have been payable on the Series | Preferred Siock prior 1o the September 15, 1996 optional call
date of approximately $26.6 millon (which amount includes an snmul dividend requirement of $24.5 million plus accrued dividends 1o such
call date)

(6  Sharcholder Rights Flag -

On August 25, 1996, the Board of Directon of WorldCom declared 2 dividend of one preferred share purchase right (a *Right™) for each
cutsanding share of Commaon Stck. Each Right entities the registered holder 1o purchase from the Company one ome-thousandth of a share
of Senes 3 Junior Parucipating Preferred Siock, par value §.01 per share (the “Junior Preferred Siock®) of the Company at a price of $160.00
per one onc-thousandth of a share of Jumor Preferred Siock (the “Purchase Price™), subject to adjustment

The Righis generally will be excrcisabic only after the close of business on the tenth business day followsng the date of public announcement
or the date on which the Company first has notice or determines that & person or group of affiliated or associsted persons (an “Acquiring
Pervon®) has acquired, of obtained the right 1o acquire, 15% or more of the outstanding shares of voting stock of the Company without the
priot express writen comsend of the Company, by a person which, upon consummation, would result in such party’s control of 13% or more
of the Company s votmg stock. The Rights will expire, of not previously exercised, exchanged or redeemed, on September 6, 2006

If any person or group acgusres 3% or more of the Company’s outstanding voling stock withoul prior writien consent of the Board of
Direcion, cach Right, except those held by such pervons, would entitle each holder of a Right 1o acquire such mumber of shares of the
Company ‘s Common Stock as shall equal the result obtained by multuplying the then current | .rchase Price by the number of one one-
thouandths of a share of Jumor Preferred Stock for whach a Right o then exerciable and dividing that product by 50% of the then currens
per-share market price of Common Stock

If any person or group scquires more than [3% of the outtanding Commeon Stock without prior writien consent of the Baard of Directors,
each Right, cxcept those held by such persons. may be exchanged by the Board of Directors for one share of Common Stock.

I the Company wete acquired in a merger of other businesd combination transaction where the Company is not the surviving corporation
of where Commaon Stock v exchanged or changed or 0% or more of the Company ‘s asscts of carnings power is sold in one or several
tranactions without the prior written coment of the Baard of Directors, each Right would entitle the holders thereol (except for the Acquiring
Perwon) 1o receive such number of shares of the acquirmg company s common siock as shall be equal 10 the result obtained by multiplying
the then curtent Purchase Price by the number one one thouwandths of 3 share of Tumior Preferred Siock for which a Right is then exercitable
and dividing that product by 50% of the then current market price per share of the common stock of the acquiring company on the date of
such merper of other busineas combanaton (ranuchon

At sy tiene praoe to the ime an Acguinng Perwon becomes such, the Board of Directors of the Company may redeem the Rights in whole,
but not in part, at a price of .01 per Right (the *Red smption Prace™).  The redemption of the Rights may be made effective at such time,
on wch bavs and with weh conditions as the Board of Directors in its sole discretion may establish.  Immediately upon any redemption of
the Rights, the nght to exercise the Rights will termemnate and the only right of the holders of the Rights will be to receive the Redempuon
Pree

M Lo and Other Commitments -

The Company leases office Tacilties and certan equipment under noncancellable operating leases having initial or remaining lerms of more
than one year. In addition, the Company leases a right-of -way from a railroad company under a fificen-year lease with three fifieen-year
rencwal optioms.  The Compas s w alio obligated under nights-of-way and franchine sgreements with vanous entities for the use of their rights-
of -way for the mstalilation of ity iclecommunications systerms. Rental expemse under these operating beases was $36 7 mallion, $45.1 milbon,
and $30.9 mallion, in 1994, 1995 and 190, reypectively

In prooe years, WilTel sold to independent entities and leased back ity mucrowave dystem and s Kansas City 0 Los Angeles fiber optic sysiem
ower prumary kease terma rang ing from 15 © 20 years. The leases have renewal options permutting the Company 1o extend the leases for terms
capuning during the years 20012 wo 2019 and purchuse options hased upon the fair market value. The snnual lease commutments pursuant o
the sale-leaichack are included below ender the beading Telecommumication Facilities




Al the end of 1996, minimum lease payments under noncancellable operating leases and commitments were a3 follows (in thousands):

Minimum Lease Payments
Office
Facilities
and Telecommunication
Xear Equipment Encilities Total
1997 50817 $185.5%9 $246,376
1998 54,929 &4 521 149 430
1999 44,291 85,115 130,406
2000 34,189 85,3135 120,520
2000 15,094 £2.742 108,836

Certan of the Company’s facility leases include rencwal options, and mant leases inclode provisions for rent cacalation to reflect increased
operating costs and'or require the Company o pay certain maimtenance and wtility costs.

Pursuand o an agreement with a joint venture, the Company is obligated o invest up to $75 million over the next two years in the form of
caprtal contributions and *  pay 340 million over the next four years 1o purchase an indefeasible right of use for certain undersea capacity
that 1 being constructed L, the point venture between the United States and Europe. WorldCom also has agreements with 3 company that
inatalls, operates and mamtains certain WorldCom data processing. telecommunications and billing systems. The agreements expire in 2000
and are rencwable on an annual b thereafier. The agreements require manimum annual payments of arprozimately $17.3 million.

During 1996, the Company’s existing receivables purchase agreement generated additional proceeds of §79.6 million, bringing the total
amourd outstanding to $375.0 million. The Company used thete proceeds o reduce outstanding debt under the Company’s Credit Facility.
As of December 11, 1996, the purchaser owned an undivided interest in o $821.7 millioa paol of recervibles which includes the $373.0
mullion sold.

™  Contingencies -

IDB Related Invertipations. Or June 9, 1994, the SEC issued a formal order of investigation ¢ - cerning certain maners, including DB’
financial position, books and records and internal controls and trading in IDB securities on the basis of noa-public information. The SEC
has issved subpoenas 1o WorldCom, IDB and others, including certain former officers of [DB, in connection with its investigation. The
National Associstion of Secunitses Dealers and other self-regulatory bodses have also made inquiries of [DB concerning similar maners.

The United States Anorney s Office for the Central District of Califorma (the "United States Aorney's Office”™) issued grand jury subpocnas
1o IDB and WorldCom in 1994 and 1993 seeking documents relating to TDB's firss quarter of 1994 ressles, the resignation of Deloite &
Touche LLP as IDB"s auditors, trading in IDB securities and other matters. In October 1996, the United States Attormey’s Office entered
into an agreement with #orldCom not 1o criminally prosecute [DB with respect to [DB"s financial reporting on or before January 1, 1993
{inchading but pot limited to the resignation of Deloitte & Touche LLP), trading in [D8 socurities, misuse of [DB's assets, atiempts o obstruct
the proceedings of the SEC and other maners. The agreement docs not cover potential violations of the federal tax code and is expresly
contingent upon the cooperation of [DB and WorldCom with the Unated States Anorney’s Office, the Federal Buresu of Investigation and
any other federal law enforcement agency, including the SEC.

Federal Regulation. On February 8, 1996, President Clinton signed the Telecom Act, which permits, without limitation, the Bell Operating
Companies (the *BOCs") 1o provide domestic and international long distance services 1o customers located outside of the BiOC s home regions;
permits a petitioming BOC 10 provide domestic and internatsonal bong distance service to customers within its home region upon a finding
by the Federal Communscanons Commission (the “FCCT) that a pettionsng BOC has satisfied certain criteria for opening up i local exchange
network k0 competinon and it s provision of long dntance services would further the public interest; and removes existing barmien © entry
indo local service markets. Additionally, there are ugnificant changes - the manner in which carrier {o-Carrier armangements are regulated
il the federal and state level; procedures o revise universal service standards; and, penalties for unauthorized switching of customers. The
FCC has instituted proceedings addressing the implernentation of this legislation.

On August 8, 1996 the FCC released s First Report and Order in the Matter of Implementstion of the Local Competition Provisions in the

Telecom Act (the “FCC Imerconnect Order”). In the FOC Interconnect Order, the FOC esta blished nationwide rules designed 1o encourage
new cntrants 1o participate in the local service markess through interconnection with the incumbent local exchange carriers ("ILECT), resale

F-17




of the [LEC’s retal services and unbundled network clements. These rules set the groundwork for the statstocy ¢reria governing BOC entry
mito the long ditance market. The Company cannot predict the effect such legislation or the implementing regulations will have on the
Company of the industry. Maotions 1o sty implementation of the FCC Interconnect Order have been filed with the FCC and federal courts
of appeal  Appeals challengn ;. among other things, the validity of the FCC Interconnect Order have been filed in aeveral federal courts
of appeal and sssigned 1o the Eighth Carcunt Court of Appeals for duposstion.  The Eighth Circust Court of Appeals has #iyed the pricing
provisions of the FCC Interconnect Order. The Circuit Justice of the Supreme Court has declined 10 review the propriety of the stay. The
Company cannao predict either the outcome of these challenges and appeals or the eventual effect on its business or the industry in general

On December 24, 1996, the FCC released a Notice of Proposed Rulemaking ("NPRM”) secking to reform the FCC's current access charge
policies and practices to comport with a competitive or potentially competitive local access servace market. The NPRM seeks comment on
a number of proposals for a senes of reform o the exnting switched access charge rale structure rules that are designed o climinate economic
incfficiencies. In addimon, the FCC proposes 1o use, either aliernatively or in combination, two #-proaches for addressing: claims that access
charges are excessive; a transition 1o economic based pricing of access charges; and, for deregulation of incumbent local exchange carrien
as competition develops. The FCC s evalusting the wse of either a markei-based approach, a prescriptive approach or a combination of both.
Such charges are a principal component of the Company s line cost expense. The Company cannot predict whether or not the result of this
proceeding will have a material impact upon its financial position or results of operations

In the NPRM, the FCC 1entatively concluded that information services providers {including among others Internet service providen) shoald
not be subject 10 existing interstate access charges. However, the FCC recognized thai these services and recent technological advances may
be constrained by current regulatory practices that have their foundations in traditional services and technologies. The FCC issoed on
December 24, 1996, a Notice of lnguiry to seek comment on whether it should, in addition 10 sccess charge reform, consider actions relating
to interstate information services and the Internet.  Changes in the regulatory environment relanng o the telecommunications or Internet-
related services industry could have an adverse effect on the Company s Internet-related services business. The Telecom Act may permit
tedex aAtions comy 1, BOCs or others 10 increass the scope or reduce the cost of their Internet access services. The Company
cannot predict the effect that the Notice of Inguiry, the Telecom Act or any future legulation, regulation or regulatory changes may have
on its busincis

International. In December 1996, the FCC adoped a new policy that will make it easier for United States internanonal carrers 1o obain
authority 10 route nicrnational public switched vowe (1allic 1 ind from the United States owmsade of the tradmonal settlement raie and
proportionate return regimes.  In February 1997, the United States entered into 3 World Trade Organization Agreement (the “WTO
Agreement”) that will have the effect of liberalizing the provision of switched voue telephone and ofher telecommuniCalions SETVICES i soones
of foreign countries over the next several years. As 2 resull of the Agreement, WorldCom eapects the FCC, among other things, 1o
recaarmine s policses reganding (1) the services that may be provided by foreign owned Unsted States international common carners, includiag
carnicrs owned o controlled by foreign carmers that have market power in thewr home markets, and (i) the provivon of internsional ywitched
voe wervices outuide of the taditional settiement rate and proportionate return repimes.  Although the FOC's new flenible settlement raie
polcy, and the WTO Agreement and any emsuing FCC policy changes. may result in lower coats to the Company 1o terminate international
traffic, there is a risk that the revenues that the Company receives from inbound intermational traffic may decrease (o an even greater degree.
The implementation of the WTO Agreement may also make ot easier for foreign carniers with market power in thewr home markets to offer
Unuted States and foresgn custorners end-to-end services 1o the doadvantage of WorldCom, which may face substantial obstacles in obtaining
from foreign governments and foreign carners the authorty and facilities to provide such end-to-end services

The Compasy is involved in other legal and regulatory proceedings generally ancadental 1o its business. [n some instances, rulings by
regulatory authorities in some states may result in increased operating costs to the Company. While the results of these vanious legal and
regulatory matters contain an element of uncertainty, the Company believes that the probable owtcome of any of the legal or regulatory
matiers, of all of them combned. should not have a madenal adverse effect on the Company’s consolidated results of operations or financial
position

™  Employee Benelil Plags -

Heck Option Flam

The Company has several wock option plans under which oplions 10 acquire up 1o 164, million shares may be granted to directors, officen
and certan employees of the Company (including the stock option plans scquired through the MFS Merger). The Company accounts for
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these plans under APB Opanson No. 13, under which e compensation cost o recognized. Terms and conditions of the Company”s options,
including exercine price and the period in which options are exercimble, generally are o the dincretion of t Compensation and Stock Option
Commmiee of the Board of Directors; however, no options are exercisable for more than 10 years after date of grant. As of December 31,
1994 130.0 million options had been granted under these plans, and 25.2 million options were fully exercisable.

Addationally, there are outstanding warrants 1o acquire shares of Common Stock a1 $6 29 per thare whuch were gianted by MFS prior 1o the
MFS Merger

Additional information regarding options and warrants granted and outstanding is summarized below:

Number of Excrcne
—Ootions —ri
Balance, December 31, 1993 31,922,850 5 030 - 15.07
Granted 10 employees/direcion 3,501,420 K- 968
Granted in connectron with acguisition 123,100 11.01- 11.5%
Exercised (6,418 458) 03- A%
Expired or canceled — 1M BM) 088- 400
Balance, December 11, 1994 28,794,110 030- 1507
Gramted 10 employees/direcions 12,862 576 10,35 - 1654
Granted in connectson with acquisition 2,304 1004 920- 1096
Ezercised (18,965.004) 03- 1507
Expired or ca eled —LLI9L780) 1.59 - 15.07
Balance, December 11, 1993 13,204,176 0.3 - 1654
Granted to employeev/directons 7.963.412 1481 - 7.5
Granied in connection with acgquiiition 52930212 625- 1L13
Exercised (6,215,165) 1.38- 15.07
Expired or canceled —(B64.993) 034- 2750
Balance, December 3], 1996 —2LO11.663 5 0M- 1%

In October 1993, the FASB tssued SFAS No. 123, *Accounting for Stock-Based Compensation®, SFAS No, 123 requires disclosure of the
compensation cost for stock-based incentives granted after January |, 1993 based on the fair va oe &t grant date for awards. Applying SFAS
No. 123 would result in pro forma net income (loss) and earnings (loss) per share ("EPS™) amounts as follows:

Xear Endedd December 31,
1994 1993
Net income (loss) As reported 52214208  § 231,080
Pro forma (2.219.841) 226,954
Primary EPS As reporied (3.58) 0.64
Pro forma {5.60) 0.63
Fully diluted EPS As reporied (5.56) 0.64
Pro forma (5.60) 0.8

The fair value of each option or restricted stock grant is estimated on the date of gram using an option-pricing model with the following
weighted-average assumptions used for grant
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Additionally, for all options, a 15% forfeiture rate was assumed with an expected life of 3 years with no dividend yield.

Because the SFAS No. 12} method of accounting has been applied oaly 1o grants after December 31, 1994, the resulting pro forma
compensation cos! may nod be representative of that to be ¢ wpecied in future perods.

o]
.

Through the MFS Merger, the Company offers MFS employees a grant plan and a maich plan jomntly known as Shareworks. The plan s
made available 1o certain MFS employees that choose 10 be meligible for future grants under MFS® Siock Option Plans. The grani plan
enables the Compamy 10 gram shares of Common Swock 10 eligible MTS employees based upon a percentage of that employee’s eligible pay,
up o 5%. The original grants vest afier three years with any additional grants vesting immedrately once the initial three year period has been
mei

The masch plan allows eligible employees 10 defer between | % and 10% of eligible pay 10 purchase Common Siock s the stock price on each
pay period date. The Company will maich the shares purchased by the employee on 2 one-for-one basis. The stock which b credited 1o each

employee’s account 10 match the employee s purchase Juring any calendar quarter, vests three years afier the end of that quarter.
4011k} Flans:
The Company and it subsidiaries offer ity qualified employees the opportunity 1o parncipate in one of its defined contrisation retiremesd plans
qualifying under ihe provisions of Section 401(k) of the Internal Revenue Code. Each employee may contribute on a tax deferred basis a
portion of anmual earnings not 10 exceed §9.500. The Compary matches individual employee contributions in certain plans, op 10 8 masTmum
level which in no case exceeds 6% of the employee’s compensation.
Expenses recorded by the Company relating 10 its 401(k) plans were $3.7 million, §3.6 million and 53.1 million for the years ended
December 11, 1996, 1997 and 1954, respectively.
(%  Iocoms Taxes -
The Company accounts for income axes in accordance with SFAS No. 108 rﬂﬂléqﬂgqﬂﬂ. When SFAS No. 109 was
adopted, the cumulative effect of this change in accounting principle was not material to the Company.
The provision for income taxes is composed of the following (in thousands

1996 1993 1994
Current $71,0Mm 5 n $40,855
Deferred 849 170423 24461
Toul provision for income taxes $122.8 izl 28




The following is a reconciliation of the provisions for income taxes 1o the expecied amounts using the stafutory rate:

1996 1993 1994

Expected statutory amount A5.0% 5.0% 05.0/%
Nondeductible amoriization of excess of

cost over net tangible assets acquired 1.0 45 .1
Stte income tates 04 2.9 L )
Effect of company owned life insurance {0.1) {0.4) 3.4)
Diirect merger, restructuring and other charges - - 20.7
Charge for in-process research and development 6.4 ; :
Write-down of assets 4.2 . 26.1
Valuation allowance LT (1.6) 96.6
Other L1 w2 02
Actual tax provision 6% Ba% JME%

Deferred income txes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for Mnancial
reporting purposes and amounts used for income L purposes and the impact of available net operating loss carryforwards.

At December 31, 1996, the Company had unused net operating loss (*NOL”) carryforwards for federal income tax purposes of approximaiely
$1.2 bullion which expire in warious amounts during the years 2002 through 2010. These NOL carryforwards together with state and other
NOL carryforwards result in a deferred tax asset of approximately $488.9 miilion at December 11, 1996. A vuluation allowance of §109.9
million has been established related to deferred tax assets due 1o the uncertzinty of realizing the full benefit of the NOL carryforwards. In
evahating the smount of valustion allowance needed, the Company considers the acquired companies’ prior operating results and future plans
and expectations. The 1 ilization period of the NOL carryforwards and the turnaround period of other temporary differences are also
considered.

Approximately 5391.4 mallion of the Company s deferred tax asscis are relaied to preacquisition NOL carryforwards attributable 10 entilies
acquired in transactions accounted for as purchases. Accordingly, any future reductions in the valuation allowance related to such deferred
tax assets will result in & corresponding reduction in goodwill, If, however, subsequent events or conditions dictale an increase in the
valuation allowance attributable 1o such deferred it assets, income tx expense for the period of the increase will be increased accordingly.

The following i a summary of the significant components of the Company's deferred tax assets and [abilsties as of December 31, 1996 and
1595 (in thousands):

December 30
| 9946 1995
Liabil \ Liabil

Allowance for had debts $10.644 5 . § 1276 ] .
Fized assets . (50,728) . (56,129)
Goodwill g (58,906) . (30,777}
Software and other intangibles - (267,392) - .
[nvestments - (17.376) -
Line installation costs . (23,427 . (13,303
Accrued labilities 102,685 . 10,585 -
NOL carryforwards 488 93] - 168,057
Siock options 297,135 - . -
ther .3 —LL5) —pfil —(1LEE

933,933 (431,104) 205,041 (112.097)
Valustion allowance L100.924) = {10LE7T9) :

LRA0M Ll R0 00 HUARD

The increase in the valuation allowance duning 1996 results from the placement of a valuation allowance on cerain NOL carryforwards
acquined in the acquisition of MFS. Under a "more likely than not” scenario, management determined thal siatulory restriclions on certain
preacguasition NOL carryforwards impair their realizability .




(1)  Supplemental Disclosure of Cash Flow Information -
Interest paid by the Compamy during the years ended December 31, 1596, 1993 and 1554 amounted 10 $234.7 mullion, 3224.3 million, and
$48.5 million, respectively. [ncome taxes paid, net of refunds, during the years ended December 31, 1996, 1999 and 1954 were 36.0 million,
$7.1 million &nd $12.8 million, respectively.
In congunction with butiness. combenations during the years ended Docember 11, 1996, 1993, and | 994 (sex Note ), assets aoquired, lasbilmies
assumed and common stock issued were as follows (in thousands):
December 31,
199 1983 1994
Fair value of assets acquired §3.319.514 § 805402 $13.502
Excess of cost over net
tangible assets acquired 9,013,060 1,301,567 157,942
Lisbilities assumed (1.894.614) (327, 844) (62,312)
Common uock issued (10554 01 ~ 12830 ~12.392)
Net cash paxd (acquired) PIRTTTAGAY 82266053 &2L14
(1) Unaudited Ouarterly Finuncial Data -
Ouarter Ended
1994 1993 1996 1993 1996 1993 1996 1993
(in thousands, except per share data)
levenues $1.0M.060 S875.286 5107050 $906.729 51,143,428 040540 51,204,104 §564,790
Iperating income (loss) 195057 149,933 (183,749) 162,166 132,43 1T7.592 (2,088.545) 185,453
et income (loss) 86,307 53,397 {267,602) 61,204 109.235 72,119 (2,141,330 79.567
‘referred dividend
requirement 505 6,919 L) 6,936 . 3811 - 05
pecial dividend
payment to Sered |
preferred thareholder . - . . . 15,000
‘arnings (loss) per
common share:
Primary $0.21 $0.14 $0.69) .16 $0.27 $0.14 %5.22) $0.20
Fully diuted 0.2l 014 (0 69) 0.16 027 0.14 (5.22) 0.20

Results for 1996 include a $2.14 billion, fourth quarter charge for in-process research and development related to the MFS Merger. The
charge 18 based upon & valuation analysis of the lechnologies of MFS® worldwide information system, the Internet network expansion system
of UUNET, and certain other identified research and development projects purchased in the Merger. The eapense includes $1.6 billion
associated with UUNET and 50.54 billion related 10 MFS.

Additionally, fourth quarter 1996 results inctude other after-tax charges of $121 million for employee severance, employet compensation
charges, aligranest charges, and costs o exit unfavorable ielecommunications contracts and 3344 million after-tan write-down of operating
assets within its pon-core businesses, On a pre-tax basis, these charges totaled $500.1 million.

In 1993, Metromedu converted its Senes | Preferred Stock into Common Stock, exerciied warrantu 1o scquire Common Stock and
immedistely sold ms positson of 61,699,096 shares of Common Siock in a public offering. [n comnection with the preferred stock conversion,
WorldCom made a non-recurming payment of $15.0 million 10 Metromedia, representing a discount to the mimmum noménal dividends that
would have been payable on the Series | Preferred Siock priot 1o the September 15, 1996 optional call date of approximately 526.6 milkion
{which amount includes an annual dividend requirement of $24.5 million plus scorued dividends 1o such call date)

In connection with certain debx refinancing. the Company recognured i 1996, extrsordmary semas of approumately $4.2 million, oot of
ncome e, conseding of unamonued debl discount, unamonized suance cosl and prepayment fees.  Additonally, in 1996 the Company
recorded an extraordinary item of $20.2 million, net of income taxes, related 10 a write-off of deferred international costs. See Note 4.




Allowance for doubiful sccounts:
Accounts Receivable

1995
1954

Balance st

WORLDCOM, INC,

SCHEDULE 1
YALUATION AND QUALIFYING ACCOUNTS
(In Thousands)
Additlons
Charged 1o From
Costs and Purchase

559,188
53,19
26,611

157.6m 38 094
40,250 22,042
59,202 1,090
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and Accounts

44,916
33,706

$110,041
59,185
33,159




WORLDCOM PRO FORMA
CONDENSED COMBINED FINANCIAL STATEMENT

The followsng unaudited Pro Forma Condensed Combined Income Statement for the y. ir ended Decernber 3, 1996
lusurates the effect of the MFS Merger as if the MFS Merger had occurred on January 1, 1996

On December 31, 1996, WorldCom through a wholly owned subsidiary merged with MFS. As a result of the MFS
Merger, each share of MFS common stock was converied into the right 1o receive 2.1 shares of WorldCom common
sock or approximately 471.0 million WorldCom common shares in the aggregate. Each share of MFS Series AES
Cumulative Convertible Preferred Stock was converted into the right to receive one share of Series A §% Cumulative
Convenuble Preferred Stock of WorldCom or 94,992 shares of WorldCom Series A Preferred Siock. Each share of
MFS Series B Converntible Prefetred Stock was converted inta the right 1o receive one share of Series B Convertible
Preferred Stock of WorldCom ur approximaizly 12.7 million shares of WorldCom Se.ies B Preferred Suxk, In
addition, each depositary share representing |/100th of a share of MFS Series A Preferred Stock was exchanged for a
depositary share representing 1/100th of a share of WorldCom Series A Preferred Stock

The Pro Forma Condensed Combined Income Statement should be read in conjunction with the histos wal fimancial
statements of WorldCom, MFS and UUNET and the MF5S Adjusied Historical Financial Statement which is set forth
elsewhere herein

The Pro Forma Condensed Combined Income Staternent 15 presented for comparative purposes only and is not
intended (o be indicative of actual results had the ranwactions occurred as of the dates indicated abave nor do they
purpar to indicate results which may be attained in the future




WORLDCOM PRO FORMA CONDENSED COMBINED INCOME STATEMENT (1)
For the Year Ended December 31, 1996

{In thousands, except per share data)
MFs WorldCorn
WorldCom Adjusted Pro Forma Pro Forma
Historical (2) Historical (3) A lustments Combiped
Revenues $ 4485130 $ 1,23850 5 (B8440) (4) § 563520
Operating expenses
Cost of sales 2,457,102 752619 (B8 4400 (4) 3121281
Selling, general
and administrative 828,673 558,661 . 138734
Depreciation and
amortization 303,301 390,856 144207 (5) £33, 344
Other charges 600,148 . . 600,148
Operating income (loas) 295,906 (463,600) (144,207 (311,504)
Other income (expense)
Interest expense (221.801) (63,081) . (284.882)
Other 6AT9 (2.310) B 4169
Income (loss) before tax 80,584 (528.994) (144.207) (592.617)
Provision for income taxes 129528 5 (125122) (&) 5.000
Net income (loss) from
continuing operations (48.944) (529,588) (19,085) {597 .617)
Preferred dividend requirement B&0 29429 - 30,289
Net income (loss) applicable to
common shareholders % (49.B04) 5 (559.017) < {19,045) L (627.906)
Mumber of shares issued
and outstanding
Primary 357 890 471,500 B&9 390
Fully diluted 37 B0 471 HBE
§ e e TS TR
Earnings (loss) per share (7}
Primary s 0.13) s (0.72)
Fully diluted S (013} $ (]
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SOTES TO WORLDCOM PRO FORMA
CONDENSED COMBINED FINANCIAL STATEMET

The pro forma finencial data &0 not grve effect o any potental oot LVings &l syneres that could rewsds from
the MES Merger The effect of the write-off of intangible assets consasiing of @ process research and
development (" RED™) progects of $2. 14 billon related to the MFS Merger has not been reflected i the
accompanying Pro Forma Condensed Combened Income Statement a3 i 1 & non recurming charge.  Add:toally,
the Pro Forma Condersed Combined Income Statement does not e effect 0 WorldCom's offer to repurchase
the MFS Notes for cash a1 1015 of the accreted value as of February 17, 1997, The offer & repurchase ended
February 27, 1997, An immaterial amount of the MFS Notes were repurchased  Charges related 1o
extraordinary Mems of $24 4 million, net of tares, have also pot been mcluded m she sccomparying Pro Forma
Condensed Combuned Income Statement. Thmhmdnmumnﬁumufthm
results or financial position that would have occurred had the Merger been consummaied at the dates indicated,
nor necessarily indicative of future operating results or financial position

This column nepresents WorldCom's historical results of operaions

The MFS Adpusted Historical Financial Statements for the year ended December 31, 1996 include the effect of
MFS"s acquisehion of UUNET on August 12, 1996, See “MFS Adjusted Histoncal Financial Statement™ which
15 sct forth sluewhere herein

These adjustments eliminale the revenues and corresponding line costs attnbutable to the intercompay traffic
among WorldCom, MFS and UUNET.

This entry reflects the adjustment 1o amortization for the effect of the mtangible susery acquired in the MFS
Merger. For purposes of allocating the acquisition costs among the vanous assety acquired, WorldCom has
tentatively considered the carrying value of the acquired assets to approximate their fair value, with all of the
excess of such acquisition costs being attributed 1o RAD in-process (network devign and development projects
n-process), goodwill, network technology and assembled workforce, It is WorldCom's intention to continue (o
evaluate the acsjuired assens and, as a result, the allocation of the Acquinbion costs among the angible and
intangible asscts acquired may change. Goodwill is being amantized over 40 years while network technology
and assembled work farce are being amortized aver 3 years and 10 years, respectively

These entries represent the tax effect of adjustments due to inclusion of the acquired operations

Pro forma per share data is based on the number of WorldCom common shares that would have been
outstanding had the MFS Merger occurred on the earliest date presenied
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MFS ADJUSTED HISTORICAL FINANCIAL ST/ TEMENT

The followsng unasdted adpusted hatoncal financul statement for the year ended December 31, 1996 gives pro
forma effect 10 the merger of MFS with UUNET. The sdjusted historical statement of operasions assumes that the
UUNET Acquisition occurred as of January 1, 1996 The adjusied historical financial statement is not necessarily
indicative of the results that actually would kave been arained if the UUNET Acguisition had been in effect on the
dates mndicated or which may be attamed in the future. Such statements should be read in conjunction with the MFS
and UUNET historical consolsdated financial statements and notes thereto.




MFS ADJUSTED HISTORICAL INCOME STATEMENT (1)

For the Year Ended December 31, 1996

(In thousands)
UUNET MFS
MFS January 1, 1996 - Pro Forma Adjusted
Revenues 5 L115006 5 129,047 ] G520) 5§ 12850
Operating expenses.
Cost of sales 687,00 71,105 55200 (3) 752619
Selling, general
and administrative 514,558 4,103 - 558,661
Depreciation and
amortization 286,10 11511 92914 (4) 390856
Operating income (loss) P72717) 2028 291) (#63,600)
Other income (expense):
Interest expense, net (62.161) (920) (63,081)
Other (2.652) M2 - (2310
Income (loss) before tax (437.530) 1450 (92.914) (528,94)
Provision for income taxes S00 M B 594
Net income (loss) from |
continuing operations (438,030 135 (92.914) (529,588)
Freferred dividend requirement 29429 AL
Net income (loss) applicable to
¢common shareholders ] (467 459 5 1356 5 (92.914) (559,017)
Number of shares issued
and outstanding
Primary M NM M
Fully diluted N NM M
Earnings (loss) per share (5)
Primary WM NM NM
Fully diluted NM NM M

(N/M - Not Meaningful)
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NOTES TO MFS AIJUSTED HISTORICAL FINANCIAL STATEMENT

The unaudited adjusted histotical financial datas do not give effect to any potential cost savings and synergics that
could result from the UUNET Acguinition. The cffect of the write-of! of intangible assets consisting of in-
process rescarch and development {"R&D”) projecis of §1.4 billion related 1o the UUNET Acquisition has not
been reflected in the accompanying MFS Adjusted Historical Financial Statement. The adjusted histoncal data
are not necevarily indicative of the operating results that would have occurred had the UUNET Acquasition
been consummated on the date indicated nor necessanly indacative of future operating resulis

This column represents historical results of operations.  The UUNET hatorscal column for the year ended

"December 31, 1996 imcludes results through the date of acquisition, August 12, 996, One-time merger related

costs of $15.7 million have not been included in UUNET's results of operabions for this period.  The results of
operations for UUNET since August 12, 1996 are included in the MFS hissorical column

This adjustment reflects the climinabion of inlgrosmpany revenues and cxpenses

This adjustment reflects the amortization of the eacess of the purchase pre over the net book value (which
approvimates fair value) of the net ungible assers acquired which was recorded as R&D i process (network
design and ¢ velopment projects m-process), goodwill, & custorner contract and customer fist. The pro forma
adjustenent w depreciation and amortizstion represents the amortization of the goodwill and other intangibles: and
wan calculated using the straght-hire method over a five year life for goodwill and three o four year lives for
other intangibies

Number of shares iaesd and outstanding and per share data have not been presented as o B not m:anulgful. At
December 31, 1996, there was one share of MFS common stock outstanding which was owned by WorldCom.
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EXHIBIT INDEX
Descpption

Amended and Restated Agreement and Plan of Merger by and among WorldCom. Inc. ("WorldCom™), HU
Corp. and MF5 Communications Company, Inc. ("MFS”) dated 25 of August 15, 1996 (filed a3

I 10 the Joint Proxy Statement/Prospectus on Form S-4 filed by WorldCom (Registration No. 313-16013)
and incorpatated herein by reference) ®

Second Amended and Restated Asticles of locorporation of WorldCom (including preferred siock
designations) as of December 31, 1996 (incorporated herein by reference 1o Exhibn 3.1 1o the Current
Repon on Form B-K dated December 31, 1996)

Restated Bylaws of WorldCom, Inc.

Form of Deposit Agreement between WorldCom, The Hank of New York and the holders from ime 10 me
of the Depositary Shares representing 1/100 of a share of WorldCom Series A Preferred Swock (the
'wmucomncpmmym')tummnnfmmmhhﬁljwhmﬁunum
Form 5-4 filed by WorldCom (Registration No. 333-16015))

Form of certificate representing WorldCom Depositary Shares (incorporated by reference to Exhibat A 1o
the Deposit Agreement filed as Exhibit 4.5 to Registration Statemnent on Form 54 filed by WorldCom
{Registration No. 333-16015))

Rights Agreement dated a3 of August 15, 1996 between WorldCom and The Bank of New York, which
includes the form of Certificate of Desigrations, semng forth the terms of the Senes 3 Junior Participating
Preferred Stock, par value $.01 per share, as Exhibiz A, the form of Rights Certificate as Exhibic B and the
Surnmary of Preferred Stock Purchase Rights as Exhibit € (incorporated herein by reference to Exhibit 4
10 the Current Report on Form 8K dated August 26, 1996 (as amended) filed by WorkiCom on Augus 26,
1996 (File No. D-11258))

Indenture for the Company's @ V8% Semior Discount Notes due 2004, between MFS and [H) Schroeder
Bark & Trust Company. as the Trustee (incorporated herein by reference to MFS' Current Report on Form
8-K dated January 31. 1994 (File No. 0-21394))

First Spplemental Indenture, dated as of March 31, 1995, amendmg the Indenture for the Company’s 9
/8% Sentor Duscount Notes doe 2004 (incorposazed by reference to Edhibit No. 10.3 1o MF5® Current
Report on Form 8-K dated April 27, 1995 (File No. 0-215%))

Indenture for the Company’s 8 7/8% Senior Discount Notes due 2006, between MFS and [BJ Schroeder
Ban wnd Trust Comgarny, as trustee (incorporated herein by reference to Exhibit No. 4.1 10 MFS's Currens
Report on Form B-K dated January 23, 1996 (File No, 0-21394))

First Supplemental Indenture, dated as January 15, 1996, between MFS and [BJ Schroeder Bank and Trust
Company, as Lrestee, relating 1o the Company™s B 7/8'% Semior Discount Notes due 2006 (

herein by reference w Exhibst No. 4.2 to MFS™ Cutrent Report on Form B-K dated January 23, 1996 (File
No. 0-215%))

Amended and Restated Credit Agreement among WorkdCom, NatwonsBank of Texas, N.A. (Managing
Agent and Administrative Agent), Bank of Amenica [llinois, The Bank of New York, The Bank of Nova
Scotia, Canadian Imperial Bank of Commerce, Chemical Bank, Credat Lyonnais New York Branch, Firn
Union National Bask of Norh Carolina, The Industrial Bank of Japan, Limited, Atlanta Agency, The First
National Bank of Chicago, The Long-Term Credit Bank of Japan, Limuned, New York Branch, Toronto
Domimion (Texas), Inc., and Wachovia Bank of Georgia N A. (Agents) and the Lenders named therein
{Lenders) dated as of June 28, 1996, (incorporated herein by reference to Exhibat 10.1 to the Chanerly
Report on Form 10-Q filed by WorldCom (File No 0-11258) for the quarter ended June 30, |596)

First Amendment to Amended and Restated Credit Agreement and Comsent to MFS Acquisition

Ajgreement between LDDS-TN and MCI Telecommunications Corporation, effective as of Seprember 13,
1991 (incorporased herein by reference to the exhibits to LDDS-TN's Quarterly Report on Form 10-Q for
the quarier ended Sepiember M), 1991, as amended under cover of Form 8 on February 3, 1992 (File No.
0-7116})

Amendment dated July 29, 1994, 1o the Agreement between the Company and MC1 Telecommumnications

Corparation (ncorporated herem by reference 1o Exbubit 10.2 10 the Quarterly Repont on Form 10-Q filed
by the Company (File No. 1-10415) for the quarter ended June 30, 1994)

E-1




Exhibit No. Destriptiog Bagz

10.5 Amended and Restated Agreement for Information Technology Services between ihe Company and
Electronic Data Systems Corporation ("FDS”). dated December 8, 1993 {"EDS Agreement”) (incorporated
herein by reference o Exhibit 10 $ of the Compary’s Transition Report on Form 10-K for e period ended
June 10, 1993 1o December 31, 1993 (File No 1-10415) (the *Transition Report [17*

10.6 Amendment No. 1 to the EDS Agreement dated December §, 1993 {incorporated herein by reference o
Exhibit 1006 of the Transition Report [1)

10.7 Amended and Restated Tramfer and Adminntration Agreement between Enterprise Funding Corporation,
WorkdCom Funding Corporation as Transferor, WorldCom, indvadually and as Collectuion Agend, Shelfield
Recevables Corporation and NationsBank, N.A. as Agent and [nvestor dated as of December 31, 1996 *

10.8 Amendment Number | 1o Amended and Restated Tramifer and Administration Agreement

109 WorldCom. Inc. Third Amended and Restated 1990 Stock Option Plan (i, corporated herein by reference
to Exhibit A 10 WorldCom's Proxy Statemnent dated April 22, 1996 used in connection with WorldCom's
1996 Annual Meeting of Shareholders) (compensatory plan)

10.10 LDDS Communications, Inc. 1988 Nonqualified Stock Option Plan {incorporated herein by reference to the
exhibits to LDDS-TN's Registration Staiement on Form 5-4 (File No 13-29051)) (compensatory plan)

10,41 LDDS Ammal Performance Bonus Plan (incorporated by reference 1o the Company's Proxy Staternent used
i connection with the Company’s 1998 Annual Mecting of Sharcholdery (File No. [-10415)) {compensatory
plan

10.12 WorldCom, Inc. Specual Performance Bonus Plan (incorporated herein by reference o Exhubit B w the

Company’s Proxy Statement dated April 27,1996 wsed in connection with the Company’s 1996 Annual
Mecting of Sharcholders) (compensatory plan)

10.13 WorldCom/MES 1995 Deferred Stock Purchase Plan (compentatory plan) o
10.14 WorldCom/MFS Employee Stock Bonus Plan (compensatory plan) =
10.15 WorldCam/MFS 1992 Stock Plan (compensatory plan) —
10.16 WorldCom/MFS 1993 Sick Plan (compensatory plan) R
10.17 WorldCom/MESUUNET 1998 Performance Option Plan (compensatory _lan} e
10,18 WorldCom/MES/UUNET Equity Incentive Plan (compensatory plan) a2t
10,19 WorldCom/MES/UUNET Incentive Stork Plan (compensatory plan) L
10.20 WorldCom/MFS Employee Stock Purchase Plan (compensatory plan) Al
10.21 Employment Agreemend belween UUNET and John W. Sidgmore dated May 13, 1994 (incorporated herein

by reference to UUNET s Registration Statement on Form §-1 (Registration No, 33-91028)) (compensatory

plan)
0.2 Ongoing Relabonship Memorandum between the Company and James Q. Crowe dated February 11, 1997 iy

{compenaatory plan)
111 Computation of Fer Share Earnings e
12.1 Siatement regarding computation of ratio of carmings 10 combined fixed charges and preferred stock

dividends P At
211 Subsidinries ol the Company =k
pa | Consent of Athiur Andersen LLP g
i Financial Data Schedule e

e The Registrant bereby agrees to furnish supplementally a copy of any omitied schedules to thiy Agreement o the Securitics and

Exchange Commusaion upon its request,




Exhibia 11.1

WORLDCOM, INC. AND SUBSIDIARIES
COMPUTATION OF PER SHARE EARNINGS

(I thousands, cxcept per share data)
For the Twelve Months Ende! December 31,
1996 1998 1994
Primary
Weightad iverige sharet oulitsnding 397,090 34,666 313,610
Common stock equivalents 9824 .
C stock equival msuabie upen converiion of
Series | preferred nock I51TR =
Series 2 preferred siock - 1130 -
4% conventible notes i I S | ] T
N 7 RO T~ ST 1T}
et income (lons ) applicable o common tharcholden
before extraordinary ema 5 2,119304) 3 213080 5 (15,79
Extraordinary items {14,434) . .
Add back
Dividend paid on series | preferred stock conversions - 15312 .
Mvidend paid on serics 2 prefermed stock converiions . 11 ] .
Intereat paidd on 5% coavertible notes conveniond, netoftomes . - -
Net income (lows) applicable 1o common tharcholden 5 (I.le.nlj 3 4"2% 3 (1517
One-time dividend payment on Series | prefemed aock conversion . 2SO0l bl
Net income (lows) spplicable o common tharcholden before
oac.vime dovidend Q4N 5364250 5 (151.779)
Primary camnings {losa) per share
Before one-time dividend peyment to Serics | prefemred sharcholder ! {_},’F"ﬁ] !___' -..-.1—_?.!-'.’ 1“_.1[9_15
Applicable o common sharcholders before extracedinary items 5 _(5.30) .’.L..-\..-..ﬂ.;':". b ST )]
By e S
Applicable to commen sharcholders § 1238 3B § 1880
Fully dilisted
Weighted average thares ~utslanding 197,890 b bty 5410
Common siock equivalents - 10,380 -
Common mock inusble upon conversion of
5% convertible notes . 10270 -
Series | preferred sock . 178 -
Series 2 preferred stock e 149 o
L7 Y . TT V1T
Fully diluted earnings (ot ) per vhare
Net income (Lra ) applicablie to common shareholden
before extraordinary ema 3 (IR0 3§ 13080 3 (151,TTH)
Extracrdinary itema (24.434) - -
Add back
Imterest on 5% convertible notes, net of taxes - 5,941 -
Sevies | preferred div idend requirement 151
Series 2 prefercd dividend requirement hao Al e
Nei income {loss) applicablie 1o common sharcholders $ (221424 % 5724 3 (15,7
One-time dividend payment on Series | preferred siock conversion == b TR (St
Mt income (b ) spplicablie o common tharchaldens before
one-limeé dividend (e 3 .3’1.114 §__ (131,71%)
Fully diluted ewrnings (loss ) per share
Before one-time dividend payment 1o Senes | preferred sharcholder 3 ) B S— 1 T T— L
Applicable 10 common shareholders before ealraovdinary itema 5 . ,;!-_!'Q} !-'_u 59_4  T— L)
Extraordimary dems . (0,06} =R -
Applicable to common tharcholders § (336 % 064 § AL
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i)

3

(4)

%)

Notes to Computation of Ratio of Earnings to
Combined Fixed Charges and Preferred Stock Dividends

O December 11, 1996, WorldCom completad the MFS Merger.  The MFS Merger b being accounted for as a purchase;
asccordingly . the operating resalts for MFS are not reflecied in the historical amounts above and will be included from
the date of scgquisdion

Rewuln for 1996 mnclude 1 §2 14 ballon crarge for in-process resenich and dévelopenend related o the MFS Merger. The
charge i baved vpon a valuation analywis of the techonlogies of MFS" worldwi e information system, the Internet
netwirk expansion sysiem of UUNET, and certain other identsficd rescarch and development projects purchased in the
Merger. The expense includes $1.6 billion associated with UUNET and $0 54 billion related 1o MFS,

Addawnally, 1996 results include other afier-tax charges of 5121 million for employee severance, employee
compensation charges, alignment charges, and costs 1o eait unfavorable telecommunications contracts and $344 millioa
afier-ta wrane-down of operanng assets within its non-core bussnesses. On & pre-tax basis, these charges totaled 3600, 1
millon

In 1993, Mewromedia convenad its Senes | Preferred Stock into Common Stock, e.srcised warrants 1o acquire Common
Stock and immeduately wild s pounon of 61,699,096 wdares of Common Siock m a publc offening. In connection with
the preferred sock converuon, WorldCom made 2 non-recurring payment of 5150 million 1o Metromedua, representing
a ducount 1o the minamem nominal dividends that would have been payable on the Series | Preferred Stock prior 1o the
Septernber 15, 1996 optional call date of approximately $26.6 million (which amount includes an anmual dividend
requirement of $24 .5 million plus accrued dividends to such call daie)

As a rewult of the IDB Merger and the ATC Merger, the Company nitiated plans 1o reorganize and restructure its
management arad operational ofganczation and [aciltees 1o elirminate duplicate perwonnel, phyucal facilties and service
capacly, to abandon certain products and marketing activiies, and 1o Lake further advantage of the synergies available
to the combined entities.  Also, during the founth guaner of 199, plans were approved 1o reduce IDB's cost sructure
and w improve productivity.  Accordingly, in |994, 1993 and (991, the Company charged to operations the estimated
comts of wch reorgantzation and redructuning achivities, including employee severance, physical facility abandonment
and duplicate seevice capacity. These costs totaled 3437 mullion in 1994, $5.9 million in 1993 and $79.8 million in
1992

Also, duning 1994 and 1992, the Compuny wcurred dirvect merger conts of $15.0 mallion and $7.3 mullion, respectively.
related to the IDB Merger (in 1994) and the ATC Merger (im 1992). These conts include professional fees, proxy
solicitation Costs, travel and related experies and certain other ditect coats atttidutable 10 these mergers

In connection with cerain debd refinancing, the Company recognured i 1996, 199) and | 992 extraordinary ems of
approumately $4.2 mullon, 379 million and 35 8 million, respectively. net of income tanes, consmsting of unamortzed
deb ducoumn, srammortized suance cost and prepayment fees.  Adduwonally, m |996 the Company recorded an
eatraordnary wem of 120 2 millwon, net of income taaes, related 10 3 wiie-ofT of deferred imernatonal costs



Exhiblt 23.1

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby consent to the incorporation of our report included in the Form 10-K,
into the Company’s previously filed Registration Statements on Form S-8 (File Nos. 33-52168, 33-69322, 33-
71450, 33-89072, 333-02115, 333-10349, 333-16015 and 333-16531) and Form 5-3 (File Nos. 33-63810, 33-
B7514, 33-77964, 33-87516, 33-58719, 333-10455, 333-10459 and 333-20911)

ARTHUR ANDERSEN LLP

Jackion, Missnssippi
March 14, 1997




TECENOLOGIRS, INC, SOUTE DAKOTA TARIFP

515 East Amits Street ORICIMNAL TITLE PAGE
Jackson, NS 39301-2702

TARIFF APFLICARLE TO
SPECIALISED BWITCHINO SERVICES
or

WORLDCOM TECHNOLOOIES, INC.

lasued: Effective:
Issued by: Charles J. Gardalla, Vice President-Genaral Hanager

Legislative and Regulatory Affaire




WORLDCONM TECHENOLOGIES, INC. SOUTE DAEOTA TARIFF
515 East Amite Streat ORIGINMAYI. CEECK SEEET
Jackson, M8 19201-2702

Original and revised pages, as indicated below, comprise all effective pages of
this tariff.

BAGE BEVISiON
TITLE SHEET ORIGIMAL®
CHECK SHEET ORIGINAL®
CHECK SHEET-2 ORICINAL®
CHECK SHEET-) ORIGINAL®
1 ORIGINAL®
2 CRIGINAL®
3 ORIGINAL®
4 CRIGINAL®
5 ORIGINAL®
& ORIGINAL®
7 CORIGINAL®
8 ORIGIMAL®
9 ORIGINAL®
10 ORIGINAL®
11 ORIGINAL®
12 CRICINAL®
13 QRIGIMAL®
14 OGRIGIMNAL®
15 ORIGIMAL®
16 ORICINAL®
7 ORIGIMAL®
i8 ORIGINAL®
19 ORIGINAL®
0 CRIGINAL®
21 CRIGINAL®
22 ORICINAL®
21 ORIGINAL®
14 ORIGINAL®
25 ORIGINAL®
16 ORIGINAL®
a7 CRIGINAL®
28 CRIGINAL®
29 ORIGINAL®
o ORIGINAL®
1l ORIGINAL®
32 ORIGINAL®
13 ORIGINAL®
34 ORIGINAL®
5 ORICINAL®
36 ORIGINAL®
17 ORIGINAL#
g ORIGINAL®
39 ORIGINAL®
40 ORIGINAL®

* These tariff pages are Included in this flling.

Issued: Effective:
Iasued by: Charles J. Gardella, Vice Presldent~GCenearal Manager
Legislative and Regulatory Affalire




WORLDCOM TRCENOLOOIES, INC. SOUTH DAXKOTA TARIFT
515 Ezst Amite Street ORIGINAL CHECE SEEET-2
Jackson, MS 39201-2702

CHECE SHEEET
{cont'd)

Original and revised pages, as indicated below, compris: all sffective pages of
this tariff.

BAGE EEVISION
41 ORIGIMNAL®*
42 ORIGINAL®
43 ORIGIMAL®
44 ORICINAL®
45 ORIGINAL®
46 ORIGIHAL®
47 ORIGIMAL®
48 ORIGIMAL®
49 ORIGIMAL®
50 ORIGIMAL®
51 ORIGINAL®
3 52 ORIGIMAL®
52 ORIGIMAL®
54 ORIGIMAL®
55 ORIGIRAL®
£1] ORIGINRL®
57 ORIGIMAL®
s8 ORIGIMAL®
59 ORIGINAL®
&0 ORICIMAL®
61 ORIGIMAL®
62 ORIGIMAL®
63 ORIGIMAL®
&4 CORIGIMNAL®
65 ORIGINAL®
(1 GRIGIMAL®
&7 ORIGINAL®*
&8 ORIGINAL®"
&9 ORIGINAL®
70 ORIGIMNAL®
71 ORIGINAL®
72 CRIGINAL®"
73 ORIGINAL®
T4 ORIGIRAL*
75 ORIGINAL®
76 ORIGINAL®
77 ORIGINAL®*
78 ORICINAL®
79 ORIGINAL*
80 ORIGINAL"
. Thesw tariff pages are included in this filing.
Iosued: Effactive:

Issued by: Charles J. Gardella, Vice President-Censral HKanager
Legislative and Regulatory Affaire




“ORLDCOM TECENOLOOIES, INC. SOUTH DAKOTA TARIFT
515 Bast Amits Strest ORIOINAL CHECK SEEET-)
Jackson, M8 19201-1702

CHEECK SNEET
{cont’d)

Original and revised pages, as indicated below, comprise all effective pages of
this tariff.

EACE BEVISION
al ORIGINAL®
82 ORIGINAL®
a3 CORIGINAL®
a4 ORIGINAL®
8s ORIGINAL®"
86 ORIGINAL®
87 ORICINAL®
g8 ORIGINAL®
89 ORIGINAL®
30 ORIGIMAL®
91 CRIGINAL®
92 ORIGIMAL®
93 CRIGINAL®
94 ORIGINAL®
95 ORIGINAL®*
96 ORIGINAL®

* These tariff pages are included in this f£iling.

lssued: Effective:
Issued by: Charles J. Gardella, Vice President-Ceneral Manager
Legislative and Regulatory Affairs




WORLDOOM TSCENOLOGIES, INC. SOUTE DAKOTA TARIFF
5185 Bast Maite Btrest ORI INAL FAQE 1
Jackson, NS 39201-2703

Ssctlon EAGE

Titls Page

Chack Shaet

Check Shest=-2

Table of Contents 1

Explanation of Symbols 2

1. Application of Tarlff |

2. Dafinitions 4

3. Ganaral Rules and Regulatiocns 12
3.1 Undartaking of the Coapany 12
3.2 Usa of Sarvice 12
3.3 oObligations of the Company 13
3.4 Cbhligations of tha Customar 15
3.5 Paymant Regulations 17
J.6 Credit Allowances 19
3.7 Intarconnect lon a0
1.8 Eguipsant i1
3.9 Cancellation of Service as
3.10 Determination and Rendering of Charges 6
3J.11 Tiaing of Calls a7
3.12 8Speclal Sarvices a8
3.1) Fractional Charges i8
3.14 Teleccesunications Realay Sarvice (TRS) a9

4. Service Descriptions and Charges o
4.1 Message Telecomsunications Service 30
4.1 Oparator Barvices 32
4.3 Toll Free Sarvice 34
4.4 O her Service Arrangesants 9
4.5 Complementary Services 74
4.6 Fromotional offerings 75

5. Crandfathared Services 78

Issued; Effective:

Issued by: Charles J. Cardella, Vice President-Ceneral Manager
Legislative and Regulatory Affairs



WOL.DCOM TECENCOLOGIES, INC. SOUTE DAKOTA TARIFF
515 East Amite Strest ORTOIMAL PAOE 3
Jackson, MS 39201-2702

EIPLPHATION OF SYMBOLS

(<) Changed regulation

(D) Discontinued rate or regulation
(1) Increase in rate

(H) Hatarial moved without change
(M) New rate or regulation

(R) Reduction in rate

(5) Reissusd material

{T) Change in text only

CONCURRING CARRIERS
Hone
CONNECTING CARRIERS
None
OTHER PARTICIPATING CARRIERS

Hone

Issued: Effective:
lssued by: Charles J. Gardella, Vice President-General Manager

Legislative and Regulatory Affairs




WORLDCOM TECENOLOOIES, INC. SOUTE DAKOTA TARIFF
515 East Amite Streest ORICINAL PACE 3
Jackson, M8 39201-27012

1. APPLICATION OF TARIFF

1.1 This tariff applies to specialized switching services furnished by
WorldCom Technologies, Inc. hareinafter referred to as WorldCom, and/orc
the “Company”, with its principle address at 515 East Amite Street,
Jackson, Miesiseippl 39%201-2702, for communications within the State of
South Dakota. Tha local South Dakota office address e 2600 West 49th
Street, Sioux Falle, South Dakota 57105. Service is furnished by wire,
cable, radio and/or a combinatlion thersof.

1.2 From time to time, Company offers specia) prosotional offerings
allowing special discounts or modifications of its regular service
offerings to its Customers. Such offerings may be limited to certain
dates, times, and locatlons.

1. Whan services and facilities are provided in part by the Company and
in part by other companies, the regulations of the Company apply to that
portion of the service or facllities furnished by it.

1.4 Service/trademarks of the Company are indicated by ***, reglstered
service/trademark are indicated by *#*, and cofp rights ars indicated by
"8°. 1In additlon, the Company loge Lls a reglstered servicemark of the
Company .

Issued: Effective:
Issued by: Charles J. Cardella, Vice President-Gensral Manager
Legislative and Regulatory Affairs




TECENOLOGIES, INC. SOUTE DAKOTA TARIFF

WORLDCOM
515 East Amite Strest ORICINAL PROE 4
Jacksom, ME 1%301-2702

1.

The following definiticis apply for certaln terms used generally
throughout this tarlff:

AIEI: American Telephones and Telegraph Company.

: A sequence of numbers that, when dialed, connect the caller
to the Provider of Operator Services associated with that segquenca.

Accens Line: A comsunicatlions channel which is used for access to a
Company service polnt.

Access Line Groug: An access line or a number of access lines from a
single Customer or authorlzed user location which have the same
terzination characterietics and which are arranged in a hunting seguence.

t A esultl-diglt code which enables a Customer to allocate
leng distance charges to internal accountes.

g t The rate element used to bill for the chargeable time
when a call continues bayond the initial minute.

Advance Pavment: Part or all of a payment required before the start of
sarvice.

Ler=- t This feature enables the Toll
free service Customer to route toll free calls to the Cospany Mossage
Cant.» after-hours for either an announcement only, announcement and
message recording capability, or both with Message Centre outdial
notification.

1. pption A (Message Announcement only)

This option enables the toll free service Customer to play
prerecorded volice information referring callere to other numbars,
explaining service conditions, or other general information that a
Customer desires to provide to callers.

2. QOption B (Announcement with Message Recording)

This option enables the toll free service Customer to play

customized volce announcements and if the -aller desires, leave a

mEsnaAge. The Customer may call the Com, any Message Centre to

retrieve messages.

3. option C (Announcement. Message Capability & Message
bHetification)

This option consistes of both message anncuncement and Cassage

recording, plus the ablility for the Message Centre to outdial and

rnotlly the Company Toll Free Customer of mespagéy,

Aggregatoc: Any person that, in the ordinary course of ite operations,
makos telephones available to the public or to transient usars of its
premises, for Llntrastate telephone calls using a Provider of Operator
Services.

t Denotes informatlon transmitted in the form of
continuously varying slgnal current and/or voltaga.

* An electrical signal fed back up the line by the
local telco at the distant end of a long distance call to indicate
posltively the call has been answered by the called phone.

= A standard order form which includes all
pertinant blliing, technical, and other descriptive information which will
enable the carrier to provide the communication service as required.

losued: Effective:

lssued by: Charles J. Gardella, Vice President-General Mansger
Legislative and Regulatory Affairs




WORLDCOM TECENOLOGIES, INC. SOUTH DAKOTA TARIFTF
51% Bast Amits Btreest ORIGINAL FPAOE §
Jackson, ME 1319301-2702

DEFINITIONS (Cont’'d)

1 This feature allows the toll free service Customer to
block orlginating calls from cne or more specific area codes. Customers
can tallor their toll free service to their geographic service area and
block unwanted calle from out of thelr area.

Area Code Routing: This feature allows the toll fres service Customer to
route calls® to sultiple answering locations using cne toll free number.
The Customer can define two or more origlnating routing groups and to
arrange that calls to a single toll free service number placed from
different routing groups will terminate at different locaticns.

Authorization Codgr A multl-digit cods which snables a Customer to access
Company's network and enables the Company to identify the use for proper
billing.

: A person, flrm, corporation, or other legal entity which
is authorized by the Customer to be connected t- tha service of the
Customer. An authorized user(s) must be named in the application for
service.

i A device which allowa the Customer to dial pre-programmed
telephone numbers, such as the Cozpany access number or authorization
codes, by pushing one or two buttons. Dlalers can be bought as a separate
device and added to a phone.

Automatic Numbering Identification (ANI)+ A type of signalling provided
by a local exchange telephone Company which automatically identifies the
local exchange line from which a call originates.

Billed Party: The person or entity responsible for payment of the
Company ‘s service as follows:

For an Operator Aessisted Call:

a. in tha case of a Calling Card or Credit Card
call, tha holder of the calling card or credit
card used by the Consumar;

b. in the case of a Collect or Third Party call, the
person cesponsible for the local telephone
service at the telephons number that agreas to
accept charges for the call; and

- in the case of a Room Charge
call, the Subscriber.

For a Direct Dial Cell:

Direct dial calle are billed to the originating live numbar or
ths party asslgned the Cosmpany’s authorization code umed to
complete the call.

Billing Codg: Customer-defined, non-verified codes which can be used to
identify a project or an account for allocating the cost of the long
distance call.

Billing Pericd: The pericd of time betwesen Customer involce to Custcmer
invoice consisting of approximately 30 days.

t A call for which charges are billed, mot to the
eriginating telephone number, but to a telephone calling card Lssued
®ither by a local exchange or long distance telephcne Company for this
purpose.

lesued: Effective:

Issued by: Charles J. Gardella, Vice President-General Manager
Lagislative and Regulatory Affairs




WORLDCON TECEMNOLOGIES, INC. SOUTE DAKOTA TARIFF

515 Esut Amites Street ORIGIMAL PAGE &
Jackeses, M8 239201-2702

DEFINITIONE (Cont’d)

' A Customer Initlated request to discontinue
precessing a service ordar, elther In part or in lts entirety, prior to
its completion.

Chapnel: The path for electrical transmission between two or more points.

Collect Callt A bllling arrAngement which bllls ths charge for a long
distance call to the called station®s telesphone nusber. The person
agresing to accept the call, whether they are Company's Customar or not,
is responeible for all charges related to the call. Regardless of whether
the parscn is a-Customer of Company or not, he or she ils subject to the
provisions of this tariff which are applicable to the call accepted.

Command Routing: This feature allows the toll free service Customer to
have toll free calls rercuted by the Company’s network in the event of
access blockage to an ANI or Tl clrecult ID previously dafined by tha
Customer.

! ABbllling arrangement by which a call may
be charged to an authorized credit card number, such as MasterCard, VISA,
or American Express. Company accepts commercial credit cards and charges
cards (®.g., HasterCard, VISA, or Amarcian Expresa) for "0+" calls.
However, to the extent necessary to control fraud, Company may decline to
accept wuch cards froma certailn originating (e.g.., pay talephonas)
locaticns.

Commiseion: The South Dakota Public Utilities Commission.

Communications Secvices: The Cospany’'s intrastate telephons services
offered pursuant to this tarlff.

Comp A¥: WorldCom Technologies, Inc.

1 A telecommunications company, which may be either an
interexchange or a local exchange carrier, that supplies the Company with
facllities to originate or terminate the Company’s long distance services.

coneumer: The term consumer meAns a person initiasting any telephone call
using cperator services.

Credit Card:s A Credit Card ils an accepted credit card, which is
defined as a credit card that the cardholder has requested or applisd for
and received, or has signed, used or authorized anctier persom to uss to
cbtaln credit. Any credit card issued as a renewal or substitute in
accordance with this paragraph is an accepted crec t card when recelved by
thea cardholder.

it The Customer le the person, flrm, corporation or other entity
which uses, caused the use of, or allows the use of the Carrler's
communlcation network and/or services and Lls thereby responsible for the
paymant. of charges and for compllance with the CcCarrler's tariff
regulations.

Cuptomer Dialed Calling Card Call: A Calling Card Call which does not
require intervention by an attended cperator position to complete.

= i All facilitles, including chosa obtalned
from other communications common carrisrs, provided by the Customer and/or
authorized usaer, other than those provided by the Company.

¢ This feature allows the toll free service Customer
Lo arrange for calls to a single toll free service number to be routed to
different locations based on the particular day of the week.

Iasued: Effective:

Issued by: Charles J. Cardella, Vice President-Ceneral Manager
Legislative and Regulatory Affairwe
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DEPINITIONS (Cont'd)

Pedicated Asceps Service: The generic term for a Company service in which
tha Customer’s traffic passes over an access line, connecting the
Customar‘s premise to a Company switch, which is used sclely for that
Customar‘s trafflc.

Designated Service Dater: Denotes the Customer specified installation date
reguested at the time the order for service is initlated. If the Company
finde it cannot provide service by that date, the designated sarvice date
becoxes that date specilflied by the Company on which the installation of
service can be performed.

d _Service Point: The Customar designated point of termination
of a local distribution channel. The designated service point may be a
Customer or authorized user premise or a local exchange Company central
off ilce or centrax station.

Pedicated Termination Overflow: This feature enables the toll free
sarvice Customar to control potential congestion of toll frea calle by
sending the overflow calle from one dedlicated line to a switched line,
allowing for maximum completion of lncoming toll free callws.

] H “"his feature allows a
Customer with multiple tell free service numbers terminating in the same
location to ldentify the specific toll free service number which was
dialad by the calling party and to routa the call to the appropriate
location. ODNIS Lls only available with dedicated toll free service.

Disconnection: The disconnection of a circult, dedicated accase line or
port connection being used for existing service.

EAS: Extended Area Service.

End User: An Lndividual or entity deseignated by the consuser to be
responsible for the paymant of calle placed using the Company’'s Operateor
Services.

Egqual Access Code: An access code that allows the public te cbtain an
e«Jqual access connection to the Company associated with that code.

FCC: Feoderal Cosmmunications Coemission.
Hertz: I» & unit of frequency equal to one cycle per sescond.

Holiday: One of the following Company recognized Holidays: Independence
Day, Mezcrial Day, Labor Day, Thanksgiving Day, Christmas Day, New Year's
Day.

Hinuter The rate element used to bill for the first chargeable
minute, or fractlon thereof, of a call.

interexchange Servicer Any of tha Cospany's service offerings which
provide switched communications between Local Exchange Carrier defined
exchange eservice areas. Interexchange Services include, but ares not
limited to WNTS, Toll Free and Other Service Arrangosents.

JoLnt Vser: A person, firm or corporation which is designated by the
Customer As & user of services furnished to the Customer by the Company,
arnd to whom a portion of the charges for service will ba Billed undar a
joint user arrangement as specified hersln.

Isouad: Effective:

Issued by: Charles J. Cardella, Vice President-Ceneral Manager
Leglelative and Regulatory Affairas
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2.

PEFINITIONS (Cont®d)

LATA - (Local Accese and Traneport Areal: A geographical ares established
as regquired by the Modifisd FPinal Judgment in the governmant's antitrust
suit against the Besll Systea for the provision and administration of
comzunications services.

1 Danotes mileage distance between the Cospany Terminal
Office Cites.

i The facllity conaleting
cf tha necosaary equipment and local telephone company llines which are
required to interconnect the Customer’'s or authorized user’s premises to
a Company Service Polnt within the same local exchange area.

Lkocal Calling Arear Denotes a geographical ares in which & Local Exchange
Company end user may complete a call without Llncurring long distance
charges.

1 The term "Local Exchange Area" denotes a unit
established by the Company for the administration of comsunications
sarvices in a specifled area which usually embraces a clity, =own, or
village and Aite envircns. Spaclific definiticons of tne Company local
exchange areas ars avallable upon reguest.

Local Exchange Carcier (LEC)t A company which provides telecomsunications
service within a local exchange or LATA.

Locy . Service Management Svestems (LSMs)r An intermediate database systes
whica recelves downloads of Customer records from the SMS/800 and further
downloads them to the appropriate SCPs in its network.

t The tise cbserved, standard or daylight savings, at the polnt
where the call criglnates.

Heasyred Charge: A charge assessed on a per minute basis in calculating
a portion of the charges dus for a completed Operator Asslsted or Direct
bial Call.

Heasured Servicer! The provislion of intrastate long distance seasured time
communications telephone service to Customers who access the Company's
service at ilts switching and call processing squ -ment by means of access
facilities cbtained from a local exchange ca.rier. The Company is
responelible for arranging for the access lines.

Eapsager A telephone call.
Mileage Rate Band: Mileage interval used to establish rates for Company

Bervicem.

Higimum Average Time Regquirement (MATRIt A generic term Lndicating a
specified period of time, used in the determination of usage charges,
which represents the minimum average duration of calle completed during a
billing peried.

§ ¢ Is a service offering whereby a Customer may
order more than one leased channel where the line haul mileage of the
channels falle within the same mileage rate band.

Nerwork: Refers to the Company’s facllities, equipment, and services
provided under this Tarliff.

Hormal Business Hours: Normal business hours is the time between 8 a.m.

and 5 p.m., Honday through Friday, excluding holidays.

Issued: Effactiva:
Issued by: Charles J. Gardella, Vice Pres!|dent-General Manager
Legislative and Regulatory Affairms
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REFINITIONE (Cont'd)

11l An intrastate telephons connection completed
through the use of the Company‘'s Operator Services.

Operator Service Charge: A non-measured (fixed) charge which Ls added to
4 eeasured charge in calculating the total tariff charges dus for a
completed Operator Assisted Call.

t Any intrastate telecomsunications service iniciated
from an Aggregator locatlon that includes, as a component, any automatle
or live assistance to a Consumer to arrange for billing or completion, or
both, of an ilntrastate telephone call through a method other than

a. automatic cospletion with billing to the telephone from which
the call criginated; eor

b. completion through an access code used by the Consumer, with
billing to an account previously sstablished «ith the Cospany by the
Consumer.

1 A governmant regulated aentity offering
comsunicat.ions services to the public.

' This feature allows the Customar to route varlous
parcentage of calles to two or more answering locatlicnas. The Customar suat
establish a call allocation pattern where sach percentage is a whole
nuzbers and the total allocatlion equals 100 percent. The Customar must
have at least two different locations for thiv routing feature To ba
avallable.

Point of Pressnce: Locations whare the Company maintains an oparaticons
center for purposes of providing long dlatance services.

Eort: A comsunications interface provided by the Company through which
the Customer or authorlzed user cbtalne access to the Company network via
access lines.

t The interstate Provider of
Cperator Services to which the Consuser is connected when the Consumer
piaces &« call using a Provider of Oparator Services without dialing an
access code.

1t Real Ti=ze Automatic Mumber Identification (ANI) Service
identifies the calling partys telephons nusber to the toll free ssrvice
Customw s Lf the call originates from an squal access snd office. If the
call originates from a non-equal access end office, only the NPA wlll be
delivered to the toll free service Customer. Heal Time ANI Ls avallable
with or without DNIS and ls avallable only with dedicated toll freas
BRrViICE.

scurcling Chacgen: The monthly charges to the Customer for services,
facilities and equipment which continue for the agreed upon duration of
the service.

1 The carrier entity that has
responeibility for the management of toll free nuzbers in thes Service
Management Systea (SMS/B00) including malntalning Customer records in the
SHS/B00 eystem. Also, the entity which accesses the SH5/800 tor (a)
ssarch for and reserve toll free numbers; (b) create and maintain toll
{ree number Customer records, including call processing records; and (c)
provide a single point of contact for trouble reporting. The EZMS5/800
recognizes one Resp. Org. for sach toll free nusmber.

lasued; Effective:

lssued by: Charles J. Gardella, Vice President-Ceneral Hanager
Leglelative and Regulatory Affalirs
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DEPINITIONS (Cont‘d)

Ecos Charge Call: A call placed with the asslistance of an operater, for
which charges are collected by the Subscriber, normally a hotel or motel,
from tha guest or occupant of the room from which the call originated. A
call of this type requires that the Company communicate the call detall
and charges back to the orlgilnating Subscriber locatlon followling
completion of the call.

darvicet: Service means uny or all service(s) provided pursuant to this
tarliff.

Service Commencement Date: The firet date on which the Company notifies
the Customer that the requested service or facllity ie avallable for usa,
unless extended by the Customer's refusal to accept service which does not
conform to standards set forth in the Service Order or this tariff, in
which case the Service Commencement Date s the date of the Customer‘s
acceptance. The Company and the Customer may mutually agree on a
substitute Service Commancemeant Date.

t The real-time data base syste= in thes toll
fros Data Base Sarvice natwork that contalns Lnstructions on how Customars
wish thelr calls to be routed, terminated or otherwlse processed.

1 The maln adminlstrative suppert
syatem of Toll Free Data Base Ssrvice. It is used to creats and update
Custocmar Toll FPree Service records that are then down loaded to Service
Control Polnts (SCPe) for handling Customer’s Toll Service Bervice calls
and to Local Management Systems (LSMSs) for subsequent downloading to
SCPs. The system Ls alwo used by Resp. Orgs. to reserve and assign toll
froe numbera.

Service Order: The written regquest for cosmunications services sxscuted
by the Customer and the Company in tha format devised by the Company. The
8ig ing of a Service Order by the Customer and acceptance by the Vg
initiates the respective cobligations of the parties as set forth thersin
and pureuant to this tarlff, but the duraticon of the service is calculated
fros the Service Coomencemant Date.

v t Thoee cities from which the Company makes its services
available to its Customers.

Shared: A faclility or wquipment system or subsysteam that can be used
simultanscusly by several Custocmers.

t A Dedicated Analog DAL or Digital T-1 Access
Lines directly connecting Customers telephone equipsent to the Lo
Distance Provider without using the Local Exch nge Carrler’s switching
equipcent.

special Promotional Offering: Special discounts or modifications of its
regular service offerings which the Company may, from time to time, offer
to its Customers for a particular service. Such offerings may be limited
to certain dates, times, and locations.

speclel Services: Denctes service provided and perfurmed by the Company
involving special englneering, design, prograsmsing, developmant or
production activities to provide services requested by a Customar to meet
special needs not othervise provided under this tarciff.

gtationt' Any location from which a call can be originated or received.
~L0- t A call piaced to a telephone number, with the

understanding that the caller wlll speak to any perscon who answers the
called number.

Issued: Bffective:

Imsued by: Charles J. Gardella, Vice President-Ceneral Manager
Legislative and Regulatory Affalres
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REFINITIONE (Cont'd)

Subscriber: A person or other entity that selects a telecossunications
Company to be the Presubscribed Provider of Operator Services for one or
more locations within that parson or entity’s control.

cription Agregement: A standard fora which includes all pertinent
billing, technical and octher descriptive information which will snable the
Company to provide the long distance service required.

Switcht An slectronic device which Lie used to provide clrocult routing and
control.

Switched Accesm Servicer: The generic tera for a sorvice in which a call
is transmitted over facllities shared by other Customers befors Lt reaches
the Company mwitch.

1 The transmisslon of volce communications or, subject
to the transmission copacilitles cf the sarvice, the transmission
capabllicies of the service, ths transaissicn of data, facsimile,
signalling, metering, or any other form of intelligence.

Terminal Equipment - Devices, apparatus, and their assoclated wiring such
as teleprinters, telephone hand sets, or data sat-.

1 A call for which charges ara billed, mot to ths
crigirating telephone number, but to a third party telephone number which
is neither the orlginating nor the terminating telephone nuzber.

Iime of Dav PFouting: This feature allows the toll free service Customer
to arrange for calls to a single toll free service number to be routed to
different locations based on the time of day.

User or End Uper: Any person or entity that obtains the Company‘s service
provided under thie Tariff, regardless of whather such parscn or sntity is
gc authorized by the Customar.

= Services such as call validaticon, *Plain Old Telephone
Service® (POTS) number translation, and provision of wstatistical
information on the Customer’s toll free traffic, which may be obtained by
the Company from Local Exchange Company access tariffs on behalf of a
Company Toll Free Serv.ce Customer for which Company serves as Resp. Org.

Yolce Crade Channel: Denotes a cosmunicatlons channel with a nominal
bandwidth of 4,000 herts.

BATS: Wide Area Telecomsunications Service

lesued: Effactivae:

Insuad by: Charles J. Cardella, Vice President-General Hanager
Legislative and Regulatory Affaire
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3. GENEPAL RULES "ND REGULATIONS
3.1 UNDERTAKING OF THE COMPANY
3.1.1 Genezal

3.1.1.1 The wservices furnished harein are for thes
transmisslon and reception of volce, data and other types of
communications. Services provided pursuant to this tarciff say
be utilized only for the transzission of communications by
Customers consistent with the terms of this tarlff, the rules
and regulaticne of the State of Socuth Dakota.

3.1.1.2 The Company‘'s services and facilities are
avallable 24 hours a day, 7 days a week.

3.1.2 Avallabllity

J.1.2.1 Service is offered subject to the availability of
the necessary facilities and Jor eguipmsent. Tha Coapany
reserves the right to provide services to and fram locaticns
whare the necessary facllities and/or equipmant are available.

3.1.2.2 The Company reserves the right to suspand service
or delay wservice Linstallation until sufficlent network
facilities are avallable to mest the anticlpated traffic
demand or terminate a service request with a full refund of
any charges billed to the Customer Lf satisfactory
arrangements cannot be concluded within what the Company
determines to be a reasonable amount of time.

3.2 USE OF SERVICE

3.2.1 services furnished by the Cospany may not be used for any
unlawful purpome.

3.2.2 No restrictions apply on sharing or resale of services. The
Customer recainse liable for all obligations under this tariff
notwithatanding such sharing or resale and regardless of the
Cospany's knowledge of same.

d.2.1 Usa of the marvices herein Iin a manner that could interfere
with the services provided to other Custcmers, harm tha facilities
cf the Company or others is prohiblted.

J.2.4 In the event that the Company determines, based upon its sole
judgemant, that there 1is fraudulent use cf either ths services
furnished by the Company or the Company’'s network, the Company will
without liability to the Customer discovtinue service and/or seek
legal recourse to recover from the Cust ner all costs involved in
enforcemant of this provislon.

1.2.4.1 Service may be discontinued by the Company,
without notlce to the Customer, by blocking traffic to or froo
certaln cities, or NXX exchanges, or by blocking calls using
certaln Customer auvthorlzatlon codes, such as calling card
codes, when the Company deems, in it® sole judgement, It
necessary to take such action to preveqnt unlawful use of ite
service. The Company will restore service as scon as it can
be provided without undue risk.

Iasued: Effectivae:
lssued by: Charles J. Gardella, Vice President-General Manager
Leglelative and Regulatory Affairs
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3. QENERAL EUVLES AND EEGULATIONS (Cont’d)

1.2

1.3

USE OF SERVICE (Cont‘d)
31.2.4 (Cont'd)

3.2.4.2 Without incurring any llablility, the Company may
discontinue the furnishing of service(s) to a Customer
ismedliately and without notice iIf the Company deema, in its
scle judgemant, that such actlon I’ necessary to prevent or
protect against fraud or to otherwiss protect its parsonnel,
agents, facllities or services.

3.2.5 The Company may, but is not regquired to, advise the Customer
of abnorm=al calling patterns or other possible unauthorized use of
facilities or calling cards assigned to the Customer. Additionally,
the Company may, but is not reguired to, block calls on
authorization codes which the Company balleves to be unautheorized or
fraudulent. In the event the Customer advises the Company that the
traffic is nor=al ena there is no saterial unauthorized usage and/or
no regquest is sade by the Customer to the Cospany to sitigate tha
abnormal calling patterns or other posslble unauthorized use.

3.2.6 If a Customar utilizes a dedicated access lins batween tha
Customer’'s premises and the Company’s rervice offlce for the
origination or termination of calls, the Cuswcoser Ls responaible for
paymaent of all charges for usage over that access line, including
any usage which say be fraudulent or unauthorized.

3J.2.7 The use and restcration of service shall be Iln accordance with
Part 64, Subpart D of the Federal Communications Cosmission*s Rules.

J.2.8 With the use of the Company authorization codes, tha Custcser
agraas to pay ths Company all charges incurred as & result of any
delegation of authority whether authorized or unauthorized resulting
in the use of ilte Company authorization code.

QBLIGATIONS OF THE COMPANY
3.3.1 Liabilisy

Except as provided in this Sectlon, the Company's sole liabllity for
any claim, loss, expense or dazages of any kind, whether direct,
indirect, wspec.al or consegquential, arilesing from or in any way
attributable to acte or omissions of the Company relating to the
installatlion, provision, tarmination, esailntenance, repalr,
restoration, or billing of any service, feature or cption avallable
snder this tariff shall not exceed an amount equal to the monthly
recurring charge to the Customar for cone (1) =month, Lf any, or as
ctherwise set forth in the ocutage credit provisions of this tarciff
provided, howavar, that:

3.3.1.1 The Cospany’s liablility for ites willful misconduct
is not limited by this tariff.

3.3.1.2 The Cocapany ie not liable for any fallure of
facilictles or pearformance of services due to causes beyond ite
control, including, but not limited to, civil discrder, fire,
flood, estorm or other natural or ean-made disasters or
elesents, labor problems or regulations issued by or action
taken by any government agency having juriediction over the
Company or its services or egulpsent.

3.3.1.3 The Company shall have no liability to any person
or sntity other than its Custosar.

Iesued:

Effective:

Issued by: Charles J. Gardella, Vice President=Ceneral Manager

Legislative and Regulatory Affairs
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1. GENERAL RULES AND REGVIATIONS (Cont®d)

1.3

3.13.1

QELIGATIONS OF THE COMPANY (Cont'd)

Lisbility (Cont‘d)

3.3.1.4 The Compary shall not be liable for, and shall be
fully indemniflied and hald harmless by the Customer against
the following:

=3 Any claim, loss, expense or damage (including, but
not limited to, reascnable attorney*s fees and expenses)
for engaging Iin a erilminal enterprise, defamation,
liable, slander, invaslion of privacy, infringemant of
copyright or patent, arising from or in connecticon with
the material, data, information, or other content
transmitted over the services or facilities furnished by
the Company;

.2 Any claim, loss, expense or damage (including, but
not limlted to, reascnable attornaey's fess and expensaes)
for any act or cmission of the Customer or Lts agants
and contractore,; or due to the fallure of Customer=-
provided equipsent, facllitles, systems or services;

«d Any claim, loss, expense or damage (including, but
not limited to, reascnable attorney’s fees and expensos)
for personal injury or death of any perscn caused
directly or indirectly by the installation, maintenance,
location, condition, operation, fallure, presence, use
or removal of equipment or wiring provided by the
Company, Af not caused by negligance of the Company)
andfor

.4 Any use by the Customer . ths Company's products
or sarvices which use has been restricted or limited by
action of a government agency having juriediction over
the Customer, the Company cr ite producte or secvices;

3.3.1.5 All or a portion of the sarvice may ba provided
over facllities of third parties, and the Company shall not be
liable to the Customer or any other persc”, firm or entity in
any respect whatecever arising cut of detfects caused By such
third parties.

3.3.1.6 Where any claim arlses cut of the Company’s acting
as a Resp. Org. or where the Company‘s Tall Free Service ls
not bade avallable on the date committed to the Customer, or
cannot otherwise be made available after the Cozmpany’s
acceptance of the Custcamer’'s order, or is provided with a
number(e] other than the one(s) committed by tha Company to
the Custcmar, or the number(s) is not included in the Toll
Frea Service Directory Asslstance or is Aincluded in an
incorrect form, or Vertlcal Features are not cbtalned or are
obtained in error, and any such fallure(s) is due sclely to
the negligence of the Company, in such case the Cospany’s
liability, if any, is limited to the lesser of (a) the actual
monetary damages incurred and proved by the Customer as the
direct result of such fallure(s), or (b) the sum of $1,000.00.

Issued:

Iesued by:

Effective:
Charles J. Gardalla, Vice President-Ceneral Manager
Legislative and Ragulatory Affalirs
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3. OENERAL FULES AND REOULATIONS (Cont'd)
3.3 OBLICATIONS OF THE COMPANY (Cont®d)
3.3.1 Liability (Cont*d)

3:3:.1.7 The Ceespany ashall not ba lilable for the use,
misuse or abuse of a Customers Toll Free Service by third
parties, Including, without limitaticn, tha Customsar's
szployses or masbars of the public who dial tha Customer‘s
toll free number by mistake. Compensa.ion for any injury the
Customer may suffer dus to the fault of others must ba sought
from such othar partlies.

J.3.1.8 Iin the event that thes Cospany causes tLhs
mlsrouting of calls, the Cospany's sole lliability shall be to
provide a credit equal to the charges for the affected calls.

3.3.1.9 The Company reserves the right to immediately
suspend or cancel without advance written notice and without
any liabllity whatscever, the provision of Toll Free Service
to any Toll Free Service Customer Lf the Company detarmines in
ite sole discretion that the Customer is using the Toll Free
Service to make or permit any telephone facllity under such
Cyustomer's contrel to ba used for any purposs or activivy,
including, but not llmited to, any obacens, Lindecent or
harassing purpose or actlivity, prohlblted by Section 22) of
the Communications Act of 1934, as acended, and toll free
calle placed with the Lntent of galning access to a Customar's
outbound calling services without authorlization froa the
Customar.

3.3:1.190 The Company Le not llable for any dasmages,
including toll usage charges, the Custoser may incur as a
result of the unauthorlzed use of Lte telephons facilities.
This uvnauthorized use of the Customer‘s facllitlies includes,
but Ll not limited to, the placement of calls from the
Customer's premises, and the placement of calle through
Customer-provided egquipment which are transmitted or carried
on the Company network. Tha Company Corporate Security
Departoant may work with Customers to recommend possible
solutions to reduce unauthorized wuse of their facilities.
However, Company doess ROt wWArrant or guaranted that ite
recommendations will prevent all unauthorized use, and tha
Customar is responsible for controlling access to, and use of,
its own telephona facllitles.

3.4 QBLIGATIONS OF THE CUSTOMER

1.4.1 The Customar shall be responsible for damages to the Cospany‘s
favilities caused by the act or omission of the Customer, its
authorized wusers, officers, directors, esployees, agents,
contractors, licensees or Lnvitees.

J.4.2 Tha Custoser shall provide access to the Customer‘s or
authorized user’'s pre=ises by the Company personnel for inspection,
repair andfor removal of any facilitlies or equipment of the Company
on an unrestricted bases, 24 houre a day, 7 days a week.

J.4.3 The Customer will guarantee the performance by his authorized
usar(s) of all provislons of thie tariff and contractual cbligations
between the Customer and the Cospany. The Customer will be liable
for the actes or omiesicns of ite authorized user(s) relative to the
compliance with the provislon of this tariff.

lemued: Effective:
lssued by: Charles J. Cardella, Vice Fresident-Censral Manager

Legislative and Regulatory Affalre
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P GENERAL RUVLES AND REOULATIONE (Coat'd)

1.4

OBLIGATIONS OF THE CUITOMER (Cont‘d)

J.4.4 Tha Custcmer may not Aesign or tranefer to & thlrd party,
whether by operatlon of law or otherwise, the right to use the
seorvices provided under this tariff, provided however, that where
there is not interruption of use or relocation of the sarvices, such
asslgnment or transfer may be made to the following:

i) Another Customer of the Company, provided that the
assignee cor transferee assumes all accrued and wunpaid
cbligations of the transferring Customer including, but not
limited to, all indebtednsss for such services, and the
unexpired portion of the minlmum period and the terminaticn
liabillity applicable to such services Lf any, or

(b) A court-appointed recelver, trustee or other person
acting pursuant to the laws of bankruptcy, receivership,
reorganization, ALinsolveancy, liquldation or other similar
procesdings, provided that the assignee or transferee assumes
all accrued and unpaid obligations cf the transfercing
Customar including, but not limited to, all indebtedness for
such services, and the unexplired portion of the minimus period
and the tarmination liability applicable to such services, Lf
any.

If the Customer wishes to asslgn or transfer the right to use
sarvices provided under this tarlff, wrltten consent of the Coapany
is requlired prior to such assignment or transfer which consent may
be granted or withheld in the sole discretion 2! the Company. All
regulations and conditlons contained in this tariff shall apply to
such assignes or transferee.

The assignment or transfer of services does not relleve or discharge
the assignor or transferor from remaining jointly and severally
liable with the assignee or transferse for any obligaticns existling
at the time of the assignment or tranafer.

3.4.5 The Customer of the Company's 1+, O+ [ment pald) and/er Toll
Free Service is responsible for payment .sr all calls placed:

ja) via the Customer's local telephone sarvice nuszber(s);

{b) via dedicated access lines to the Company facllities
and/or natwork)

(e} via the Customer’s Toll Free Ser .ce nuzber(s) elther
intenticnally or mistakenly placed;

(d) originated at the Customer's nusbeér(m);

(w) accepted at the Customer’s nusber(s) (w.g. collect
calle); and

(£) billed to the Customers nusmber via third number billing.

This responsiblility is not changed by virtue of any use, misuse, or
abuse of the Custcmer's service, Custoser provided systess,
egquipment, facllities, services interconnected to the Customer’s
local telephone service, O+ (sent pald), dedicated lines or Toll
Free Service; which use, misuse or abuse may be occasicned by third
partles, including, without limitation, the Customer‘s esployees and
members of the public.

Isaued:;

Effective:

lssued by: Charles J. Gardella, Vice President-General Manager

Legislative and Regulatory Affairs
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3.  QENTEAL RULES AND BEGULATIONS (Conot'd)

3.4

OBLIGATIONS OF THE CUSTOMER (Cont'd)

3.4.6 The Customer sust obtain an adequate nusber of access lines
for Toll Pres Sarvice to handle its expected demand in order to
prevent Anterference or ismpalroent of the service or any othear
sscrvice provided by the Company. The Compary will have the right to
detersine such adequacy giving due consideration to (1) the total
call volumaj {2) average call duration; () tise-cf-day
characteristice; and (4) peak calling pericd.

The Company, without incurring any liability, may disconnect or
refuse to furnish Toll Free Service to any Customer that fails to
cbtain an adequate nuzber of lines. In tha case of discoanecticns,
the Customer will be notified in writing in advance of the
termination of sarvice.

1.4.7 Any mistakes, accidents, osleslons, interrupticne, delays,
errors or defects in transmisslion or service which are caused cor
contributed to, directly or indirectly, by an act or calasicn of the
Customer, by others, through the use of Customer-provided facilities
or equipment, or through the uase of facllities or equipment
furnished by any other perscn using the Custoser‘s facilities shall
not result in the lmposition of any liablility upon the Cosmpany. The
Customer shall pay to the Cospany any reascnable costs, expanees,
dazages, fees cr penalties incurred by the Company as a rasult
therecf, including the costs of any local exchange company labor and
materials. The Company whall be indemnified, defended and held
harmless by the Customer sgalnet any and all clalme, demands, causes
cof action and liability relating to services provided pursuant o
this agreemant, Iincluding payment to the Company ‘s reascnable
attorney's leda.

31.5.1 Service .s provided and billed on a monthly basmie. Service
continues to be provided until 130 days after the Company’'s recelp:
of a written request from the Custcmer for the disconnection of
sarvice, unless other restricticns apply. Payment is to be sade to
the address designated on the invoice or such other locaticn as the
Company may direct in writing from time to time. In addition te the
charges for the Company's services, the Custoser shall pay any
applicable federal, state or local use, sxcise, sales or privileges
taxes resulting from the services furnished by the Company. Such
taxes shall not be counted toward the attalnment of any volume or
revenue commitment and will not be discounted.

3.5.2 The Customer is responsible for payment of all charges for
service furnished by the Company. This includes payment for calls
©r services (a) originated at the Customar's nusber(s) whather
authorized or not; (b) accepted at the Customer‘s number(e) (e.g.
Toll Free Service and collect calls); (c) billed to the Customer's
nuzber via third pumber billing, a calling card, a company-assigned
authorization code, travel card nucber, or other special billing
numbier; and/or (d) lncurred at the specific request of the Custosar.

1.5.3 A Customer of Toll Free Service ia responsible for payment
for all calle placed to or via the Customer‘s Toll Free Service
number(®). This responsibllity is not changed by virtue of any use,
E.Sude, or abuse of the Customer‘s service or Customer provided
systems, equipsent, facilities or services interconnected to the
Custooer’'s Toll Free Service, which use, misuse or abuse say be
occasioned by third parties, including, without limitation, the
Custcmer‘s employees and pembers of the publlie who dial the
Custooer‘s toll free nuzber by mistake.

lssued:

Effective:

lepued by: Charles J. Gardella, Vice President-General Manager

Legislative and Regulatory Affairs




WORLDCOM TECEMOLOCIES, INC. SOUTE DAEKOTA TARIFF
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Jackson, ME

19201-2702

3. QENERAL RULES AND RECGULATIONS (Cont'd)

3.

5

EAYMENT REGULATIONS (Cont’d)

J.5.4 If notice of & dispute with respect to charge is not
recelved; in writing; within 30 days after an involce is rendered,
such lnvolce shall be deemed to be correct and binding upon the
Customar. In instances of a dispute, ths Customer is required to
pay the undisputed portion of the bill in ilte entirety. Accounts
not pald within 30 daye from the due date stated on the bBlll will be
conaidered dellinguant. Delinguent payments may result in the
imposition of a late fee at the rate of 1.5V of the unpald balance
por month or the maximum allowable rate under applicable state law.

1.5.5 If a Customar accumulates more than 51,000 of undisputed
delinquent Toll Free Service charges, the Cospany“s Resp Org
reserves the right not to honor that Customer’s request for a Resp
Org change and the Company reserves the right not to honor that
Custcmar‘s request for a carrier change until such undisputed
charges are pald in full.

3.5.5.1 In the case of & billing dlepute betwean the
Customer and the Company for service furnished to the
Customer, which cannct be settled to the mutual satisfacticn
to the Customer and the Company, the Customer has up to 10
days (commancing 5 days after such bills have been malled or
otherwise rendersed per the Company’'s normal course of
business) to take the following course of action:

.1 First, the Custoser may request and the Company
will provide an iln=depth review of the disputed amcunt.

o2 Second, Lf after investigation and review by the
Coepany, a disagresment remains as to the disputed
amount, the Customer may file an appropriate complaint
with the South Dakota Public Utllities Comsission.

3.5.6 The Company may requlre applicants o~ Customers to provide
informatlon pertaining te thelr financial ablilicy to pay for
servicae.

1.5.6.1 Applicants or Customers whose credit worthliness is
not acceptable to the Cosmpany orf Ls not a matter of genaral
knowledge, may be denied service or may be required to make,
at any timae, a deposit in an amcunt egqualing up to three
months, actual or estimated charges for the farvices provided.
The Company may increase the amsunt of any deposit previously
required Lif, in the Company‘s scle discretion, It is
reascnably necessary under the circumstances.

3.5.6.2 In the case of a cash deposit, interest will be paid
for the period during which the deposit is held by the
Company. If the Company, in its scle discraticn, determines
that the Custoser is not capable of satisfying Lts payment
cbligations, services may be cancelled by the Cosmpany upon
writien notice.

3.5.6.3 At the Company’s option, such deposit may be refundaed
or credited to the Customer at, or any time prior to,
termination of service. The Customer may slect to apply tha
deposlit to future ilnvolces or receive a payment of the deposit
amount. However, if any balance |s outstanding on the
Customer’s account at the time of cancellation, the Cocmpany
reserves the right to apply the Customer’s deposit and
accusulated interest against the Customer’s unpaid balance.

Insuad:

Effactiva:

Issued by: Charles J. Cardella, Vice President-Ceneral Manager

Lagislative and Regulatory Affaircs




WORLDCOM TECENOLOOIES, INC. SOUTH DAKOTA TARIFF
515 East Amits Btreat ORIGIMAL PAOE 19
Jackson, M8 219201-2702

3.  GENERAL EULES AND BEGULATIONS (Comt'd)
3.5 PAYMENT BECULATIONS (Cont°d)

3.5.7 1In the event tha Company incurs fees or sxpensas, including
attorney’s fees, court costs, costs of investigation and related
uxpenses in collecting, or attempting to collect, any charges owed
to the Company, the Customer will be liable to the Company for tha
payzment of all such fees and expenses reascnably incurred.

J.5.8 In the evant that a check or draft tendered by a Custosar is
returned, a fee of 515 will apply. The fee will be assessed whan a
check or instruzent issued by a Customer is ret rned without paymant
for any reasocn whatsoever, unlass the return is a bank error, in
which case documentary evidence le required to walve the fee.

3.5.9 All stated charges in this tarlff are computed by the Company
exclusive of any federal, estate, or local use, excise, groas
roceipts, wsales, or privilege taxes, dutles, fees, or esimilar
liabilitles (other than general income or property taxes) whether
charged to or agalnst the Company or its Customar. Such taxes,
fees, etc. shall be pald by the Custoser in additlon tec the charges
stated in this tariff. All such taxes, dutles and fees shall each
be shown as A& separate line iteam on the Customar's monthly lnvolce.

3.5.10 The Coopany will bill previously unbilled charges for
sarvice to the Custcomer, provided the assoclated service was
furnished not more than one hundred eighty (180) days preceding the
date of the Customer’s bill, including the following:

collect calls

credit card and calling card calls

third party calls

“arror file® calle {calls which can not be billed due to
the unavallabllity of complete billing Lnformation to
the Company)

| I I |

3.5.10.1 In cases involving toll fraud, the Company may
backbill for one and one-half (1 1/2) years.

2.6  CR/DIT ALLOWANCES
3.6.1 Interruption of Service

1.6.1.1 Ko credit will be allowed for relinguishing
facilities in order to perform routine maintenance.

1.6.1.2 Credit for fallure of service or equlpement will be
allowed only when such fallure le caused by or occurs in
facilitiss or squipment provided by the Company. Aa used in
this tarlff, all equipmant, facllities and/or services for
which the Company renders a bill for payment are considered
provided by ths Company whether or not the eguipment,
facllities and/or wmervices are cowned and operated by tha
Cosmpany .

J.6.1.3 No credit will be allowed for failures of service or
egquipment due to Customer user-provided faclilities or any act
er omission of the Customer or its authorized user(ms).

J.6.1.4 Credit allowance time for fallure of service or
equipment starts when the Customer notlfles the Cospany of the
failure or when the Company has actual knowledge of the
fallure, and ceases when the service has been restored and an
attempt has béen made to notify the Custosmer.

Issued: Effective:
lssued by: Charles J. Gardella, Vice PFresident-General Manager
Lagislative and Regulatory Affairas




WORLDCOM TECEWOLOOIES, INC. SOUTH DAKOTA TARIFF
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Jackson, M 393201-2702

3.  QENERAL RULES AND REQULATIONS (Cont’d)

3.6

3.7

CEEDIT ALLOWANCES (Cont-d)
3.6.1 Interruption of Service (Cont‘d)

3.£.1.5 The Customer shall notify the Cospany of failures of
sarvice or equipment and make reascnable attesmpts to ascertain
whether the fallure Ls caused by Customer-provided equipment.

3.6.1.6 Only those portilons of the service or equipment
cperation materially interfered with will be credited.

3.6.2 Qutage Credit

J.6.2.1 HNo credit shall be given for an interrupticn of less
than 2 hours.

3.6.2.2 The Customer shall be credited for an interrupticn of
2 hours or more at the rate of 1/360th of the momthly charge
for the facllitles affected for each pericd of 2 hours or
major fraction thereof that the interruption continues. ( A
billing pericd hae JO days and service ls provided 24 hours a
day, 7 days a week. Every month will have 720 hours.)

3.6.2.) Where a minimum usage charge is applicable and tha
Customer falls to meet a usage minimum, credit for the cutage
shall be applied agalnet that minimum equal to 1/360th of the
monthly minimum charges assoclated with the portion of service
disabled for each pericd of 2 hours or major fraction thereof
that the interruption continues.

IHTERCONNRCTION

3.7.1 When the wservices or equipment of the Company are
interconnected with and/or terminated in any service and/for
equipment of ancther communicatlions common carrier, the Customer
shalli comply with any applicable tariff regulations of and/or
contractual cbligations it has to the other coemunications common
carrier.

3J.7.2 The Cospany shall be appointed i jent of the Custcmer to
Arrange interconnection from the Company’s polnt of preasence (POP)
to the Customer’'s facilities unless otherwise specified. The
Customer shall be responsible for payment of local access line
charges for such interconnections secured on its behalf. The rates
charged for local acress service are subject to change by the local
telephone company or other third parties utilized by the Company in
arranging local access service. The Customer arknowledges that the
Company may rely on the telephone cospanies for installation and
testing of local access lines. The Company is not liable for
untimely lnestallation, facilities not operating or egulpment that is
not provided by the Company.

31.7.3 Interconnection of the Company's services or equipnent with
the services of cther coomunications commaon carriers is per=itted as
woell as Customer provided communications facilities so long as the
facilities and services provided by others do not interfaere with the
proper functioning of the facilities and services provided by the
Company .

1ssued:

Effective:

lsgsued by: Charles J. Gardella, Vice Pres.dent-General Hanager

Legislative and Regulatory Affairs




WORLDCOM TECENOLOOIES, INC. SOUTE DAKOTA TARIFF
5135 East Amite Btrest ORICIKAL PAGE 21
Jackson, 8.3 39301-2702

3. QEMERAL EVLES AND REQULATIONS (Coot'd)

3.8

3.8.1

EQUIPHENT

Customer Obligations

3.8.1.1 The Customer shall assume all responsibllity for
ocbtaining all necessary permits, authorization or conssnts for
interconnacting Customar-provided equl =ant or facilitlies with
the Company's services or facilitlies am well as ensuring that
the Customer-provided equipment or facilities are properly
intarfaced with the Company’s sa:vices or esguipmeant.

3.8.1.2 Access to and relesass of Company provided facllities
located on the Customar ‘s pre=ises for testing and repalr will
be required for fallures of equilpment or service and/or
routing maintenance. The Company will notify tha Customer in
advance of such neceesary accass or release and will attempt
to scheduls the access or release 4 & cutually convenlent
tizme. For charges contemplated in the tariff, such testing
and repalr and/or routline malntenance will be parformed during
regular business hours. When, at the specific regquast of tha
Customer, such routine maintenance, testing and/or repair is
performed outside of regular business houre, additional
speclial service charges may apply.

3.8.1.12 The Customer ahall operate its equipsment and
facilitles in such a manner that its use of the Company’s
facilities shall not interfere with any othar Customer’s use
cf the Company’'s services or eguipment.

3.8.1.4 The Customer shall provide adequate space, slectrical
powar, wiring, HVAC and slectrical ocutlets necessary for the
proper cperation of the Company's equipeent on the Customer’s
and/or authorlized user’'s preaises.

J.8.1.% The Customer shall be responsible for all loss
regardless of cause (other than directly resulting froa an act
or calsslon of the Company) tc the Company’s equipmant on the
Customer‘s or ite authorized user's promises.

J.8.1.6 The Customer is responsible for ensuring that, axcept
for Customer authorized and gqualified personnal, no one
attempt to adjust, sodlfy, move or otharvise Interfere ia any
way with the contlnuous operation of the Cospany‘s equipsment
located at the Customer’s or authorized user premisss.

1.8.1.7 Tha Customer shall comply with the minlmus protactive
criteria generally accepted in the telephons industry and
cther appropriate criteria as may be preacribed by the Company
to protect the integrity of service or for safety reasons.

J.8.1.8 The Customer wshall be responsible for the
installation, operation or maintenance of any Customer=
provided esquipmant. Where such eqQuipsent le connected to
sarvice furnished pursuant to this tariff, the responsibllity
of the Company shall be limited to the furnishing of services
under this tarlff and to the maintenance and cperation of such
services In the proper esanner. Subject to this
responsibllity, the Cosmpany shall not be responsible for the
following:

lssued:

Ismued by:

Effectiva:
Charles J. Gardella, Vice President-GCeneral Manager
Lagislative and Regulatory Affalrs




TECHENOLOGIES, INC- SOUTH DAXOTA TARIFT

WORLDCOM
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Jacksoa, M8 39201-27C2

3. OENERAL RULES AND EEUULATIONE (Cont‘d)

J.8

J.8.1

j.a.2

EQUIPHENT (Cont*d)

customer Obligasions (Cont°d)
3.8.1.8 (Cont‘d)

P 1 the through transmission of signals generated by
Customer-provided equipment or for the quality of, or
defects in, such transmission;

.2 the reception of signals by Customer-provided
equipsent; or

P | network control signalling where such signalling
is performad by Customar-provided network control
slgnalling equlpmant.

Isrminal Equioment

1.8.2.1 The Company's facllitles and service may be used with
or terminated in Customer=-providid terminal eguipment or
Customer-provided cosmunications systems. Such terminal
esquipsent shall be furnished and maintalned at the sxpense of
the Customer, except as otherwvise provided In this tarlff.
The Customer ls responeible for all coste at his premises,
including Customar persconnel, wiring, electrical power, and
the llke, incurred in the use of the Company‘s service.

3.8.2.2 Whan such terminal equipsmant is used, the equipsent
shall comply with the minimum protective criterias set forth
below and shall not interfere with service furnished to cther
Customers. Additicnal protective egquipment, if needad, shall
be employed at the Customer‘s expense.

l.g8.2.3 When weervice using volce grade facilities is
terminated in Customer-provided terminal equipmant, channel
derivation devices, or communications systems, the Customer
shall comply with the following minimuas protective criterla:

-1 When the facllities furniehed under this tariff
are used in common with local telephone company
services, it is necessary in order to prevent
excessive noise and cross talk, that the powar of
the slgnal applied to the local lines be limited.
A mingle valued limit f : all appllcaticon cannot
be specifled. Therefore, the power of the signal
in the band over JOQ hertz which may be appllied
by the Customer-provided egquipment at the point
of termination will be specified by the carrler
for each applicatlion, to be consistent with the
signal power allowed on the teleccmmunications
network.

=d To protect the telecommunications sesrvices from
interference at frequancies which are above tha
band of wservice provided, the carrier will
specify the acceptable signal power in the
following bands to be applied by the Customer
provided egquipment or coemunications system at
the polnt of termlnation to insure that the input
to Bell"s faclilities does nct exceed the limits
indicated.

Issued:

Issund by:

Effective:
Charles J. Cardalla, Vice President-Ceneral Manager
Legislative and Regulatory Affairse




WORLDCOM TECENOLOGIES, INC. SOUTE DAKOTA TARIFF
515 East Amite Streest ORIOINAL PAOE 13
Jackson, MS 39301-3702

3. CENSRAL KULES AND REQULATIONS (Cont‘d)
3.8 EOUIPMENT (Cont‘d)
3.8.2 Terminal Equipment (Cont*d)
3.8.2.1 ({Cont'd)
.2 (Cont‘d)

a. The power Ln the band from J),995 herts to
4,000 hartz shall be at lsast 18 48 below
thses power of tha signal as specifisd in
Subsectlon .1 preceing.

b. The power in the band from 4,000 hartz to
10,000 hartz shall not axceed 24 dB below
one mlllwatt.

[ The powar Ln the band from 10,000 hert:z to
25,000 heartz shall not sxceed J4dB below
one alliwate.

d. The power in the ba d from 15,000 hertz to
40,000 hart: shall not axcesd 16 48 balow
one =iliwvatt.

.. The power in the band above 40,000 herts
shall not sxcesd 50 dB below one miliwatt.

-3 Where there ls connection via Customer-provided
terminal squipment or communications systems to a
Massage Telecommunicatlions Service te prevant the
interruption or disconaection of calls or
interfersnce with network control signaling, it
is necessary that the weignal applied by the
Customer~-provided equipment to the Lnterface at
no cise has snergy esoclely in the 2450 to 2740
hartz band. If signal power is in the 2450 to
4750 hertz band, it sust not exceed the power
present at the sama time in the 800 to 2450 hert:z
band.

o Where wsuch Custoser-provided equipment or
communications system applies, signals having
components in the frequency spectrum below 300
hertz, excluding ringing esignals, the currents
and wvoltages |(including all harmonics and
spurious signals) at the Interface ashall not
axcesd the lisits indicated in a. through d.
following:

a. The maxisus rmes (root-mean-sguare) value,
including dc and ac componants of tha
current per conductor shall not sxcead 0.1%

ampare.
k. Tha magnituds of the peak of tha conducter
or ground wvoltage weshall not excesd 70
volte.
Inpued: Effective:

Issued bys Charles J. Cardella, Vice Fresldent-Censral Manager
Legislative and Regulatory Affalrs




WORLDCOM TECHNMOLOGIES, INC. SOUTE DAXOTA TARIFF
515 East Amite Btreet ORICINAL PACE 14
Jackson, ME 39301-2702

3. QENERAL RULES AND REQULATIONS (Comt‘d)
3.8 EQUIPMENT (Cont'‘d)
3.8.2 Terminal Equipment (Cont‘d)

3.8.2.3 {Cont“d)
.4 (Cont*d)

c. The conductor voltage shall be such that

the conductor-to-ground voltage limit in .2

. preceding is not sxcesded. If the signal

source is not groundad, the voltage limii

in «d preaceding appliens to the
conductor-to-conductor voltage.

d. The total welghted rme voltage within the
band from 50 hertzr shall not exceed 100
volts. The total weighted rms voltage is
the square root of the sum of the products
times the square of the rms voltage of tha
individual [requency components. The
welghting factors indicated.

For Fregquencies Between = Meighting Factor

50 Hertz and 100 Hertz 1104
100 Hertz and 300 Hertz £ /100

Where f is the numerical value of the freguency,
in hertz, of the ({reguency componant baeing
welghted.

3.8.2.4 1If the Customer faile to maintain and operate his
termlnal equipment properly, resulting in the occurrence or
possibility of harm to the Company’s equipment, personnel, or
the quality of service to other Customers, the Company may,
upon written notice, require repalr, maintenance or the use of
protective equipment at the Customer's expense. If such
repalr, malntenance or use of protective equipment failes to
produce satlsfactory results, the Corpany may, upon written
notice terminate the Customer’s servl e immediately.

3.8.2.5 The Customer shall aleo comply with the minimum
protective criteria generally accepted in the telephone
industry and other appropriate criteria as may be prescribed
by the Company. The Customer shall ensure that his terminal
facilities are of the proper mode, band-width, power, data,
spead, and signal level for the Lntended use of the Customer,
and that the signals do not damage the Coupany‘'s egqulpsent,
injure personnel or degrade service to other Customers.

Isoued: Effeactive:
issued by: Charles J. CGardella, Vice Presldent-Ceneral Hanager
Legislative and Regulatory Affairs




WORLOCOM TECENCOLOOIES, INC. SOUTE DAKOTA TARIFF
515 East Amite Street ORIOINAL PAOE 25
Jackson, M* 39201-2702

3.  QENERAL KULES AND REGULATIONS (Cont’d)

3.9

CANCELLATION OF SERVICE

1.9.1 For any of tha following reascns, tha Company say discontinue
sarvice upon at least 10 days' notice or cancel an appllication for
all services without incurring any llability. Separate accounts for
the same Customer are alesc subjasct to thie provision.

3.9.1.1 1In the svant that a Customar‘s bill re=ains unpaild
after more than thirty days following rendition of the bill.

3.9.1.2 In the esvert of a wioclatlion of any regulation
governing the service under this tarlff, wvhen nacessitatad by
conditions beyond the Cospany‘s control, a wiolation of any
law, rule, or regulation of any government authority having
jurisdiction over ths service.

3.9.1.2 Where the Cosmpany is prohloited fresm furnishing
sarvices by order of a court or other governsant authority
having jurisdiction.

J.9.2 The Company, by written notice to the Customer, may, without
fincurring any liablility, cancel or suspaend the provislon of service
or eguipsant for non-payment of any sum dus to the Company from the
Customer, whather pursuant to service offersd under thils tariff or
ctherwise, ©or as & result of actlons of a government agency which
forces discontinuance of the provislon of service or squlpsent, or
for wviolation or threatensd viclation of any of the terms or
condlitione of thie tarlff by the Custoser or authorized user, or Lf
the Customsr becomes Lnsolvent or bBankrupt, or makss a Sensral
asslgneent for the bensflit of creditors or as otherwise parmitted by
this tariff. Cancellation will be effective on the date specliflied
on the notice.

1.9.) If a Customer of Toll Free Service is found to be non-
compliant In passing back appropriate answer supervision, tha
Company resarves the right to suspend service tesporarily and/or
deny requests for additional service. In case of disconnection, ths
Customer will be notlified in writing by fax or U.S. Postal Service
in advance of the disconnect.

3.9.4 Service may be canceled by the Customer only on not less than
40 days written notlce to the Company. In the evant the Company L
unable to disconnect the Custoser’s access line by the regquested
cancellation date, the Custoser will be responsible for any usage
ovar the line.

2.9.5% Tha discontinuance of service by the Company pursuant to the
Section does not rellieve the Customer of any cobligatlons to pay the
Company for charges due and owed for service(s) furnished up to thes
time of discontinuance.

3.9.6 The remedies sat forth hereln shall not be exclusive and the
Company shall at all times be antitled to all rights avallable to it
under elther law or equity.

3.9.7 Except as otherwise provided in this tarlff or as speciflied
in writing by the party entitled to recelve service, notices may be
given orally or in writing to the personis) whose nase(s) and
business address(es) appear on the executed service corder.

Issued:

Effective:
issued by: Charles J. Gardella, Vice President-Gensral Manager
Laglslative and Regulatory Affalics




WORLDCOM TECENOLOGIES, INC. SOUTH DAXOTA TARIFF
515 East Asite Strest ORIGIMAL PACE 16
Jackson, MS 39201-2702

3.  GEMERAL RULES AND REQULATIONS (Cont'd)
3.9 CANCELLATION OF SERVICE (Cont‘d)

3.9.8 Where Company cancels a service and the final service pericd
is less than the monthly bliling period, & credit will be lesued for
any asounts billed in advance, prorated at 1/10th of the monthly
recurring charge for wach day after the service wam discontinued.
This credit will be iwsued to the Customer or applied against the
balance remaining on the Customer's account.

3.9.9 The Customer shall pay a cancellatlion charge for services
that require special facilities dedicated to ite use when the
Customer cancels the order before eecrvice begins or prior to the
expiration of the service term or Lf weervice Is cancelied for
nonpayment or fallure to make a reguested deposit. The charge will
be egual to the non-recoverable portlon of ewpenditures or
liabilities incurred expressly for the Customer and the sum of the
monthly recurring or minlesus usage amount remaining through the end
of the term. The Customer le lliable for avy charges assessed by the
interconnecting telephone company providing the dedicated local
access line.

3.10 iAT il Z

3J.10.1 For thas purposs of bllllng, service will ba deemed to be
aterted on the day the sorvice and its assoclated equipment, LI any,
is installed. Where bllling Le based upon Customer usage, Customerse
will be billed for all usage coemencing on the date usage beglne.

3.10.2 Subject to the Company's right to cancel or suspend servicas
as otherwise provided in thie tarlff, the minimum service parled for
services Lle 30 daye. Terminatlon by Customer ie effective 30 daye
after receipt by the Company of a written notlce of cancellation.
Termination by the Company is sffactive 30 days after dellvery of
wrltten notice or as otherwise set forth in thie tariff or other
agreasent of the Customer and the Coapany.

3.10.1 In situations where a Special Sercvice s requested, the
minizum service pericd and charges will be determined on & came-by-
case basis.

J.10.4 All monthly recurring charges &re billed ons month in
advance. Inltial and final month’s blllin:, when the service pariocd
i less than & month, will be prorated ot 1/30th of the month‘s
recurrcing charge for sach day the service was rendered or sgquipment
wan provided.

1.10.5 Usage chargea are billed monthly fcr the preceding bBllling
pericd. For periods less than the monthly billing pericd, minimum
usage charges are proratsd at 1/30th of the ponthly sinioum amount
for sach day the service was rendered.

J.10.6 The duration of a call is rated Ln intervale of thae billing
increments described for each service provided in this tariff. If
the final interval of a call Le less than the applicable billing
increment, it will be rounced up to & full lncrement for purposes of
bBilling.

3.10.7 Computed usage charges or credits for each call are rounded
to tha nearest cent.

lssuad: Effective:
lésued by: Charles J. Gardella, Vice President-Ceneral Manager
Legislative and Regulatory Affaire




WORLDCOM TECHMOLOGIES, INC.

SOUTH DAKOTA TARIFF

515 East Amite Etrest CRIGINAL PAGE 37

Jackeson, MS

39201-2702

3. GENERAL RULES AND REQULATIONS (Cont'd)
3.10 DETERMINATION AND RENDERING OF CHARGES (Cont‘d)

[ ]

(-

1.10.8 The applicable usage rates for the bllling of a distance
sgnsltive call will depend on the distance in alrline mileage
batween the originating and terminating points of the call. For the
purpose of determining the alrline milesge of a call. the Company
wWill utllize the vertical (*V") and horizontal ("H") coordinates of
the rates centers of the originating and terminating points of the
call. For purposes of billing, the Company references *V" and *"H"
cocrdinates provided by Bell Cossunications Aesearch.

Calle origlnated by dialing a local exchange number or a 950-type
nuzber using an authorlzation code, the criginating point will be
the rate center in which the switched access facllities are located.
For calls originated via egqual access connections, WATS access lines
or dedlicated access lines, the origlnating point will be the rate
center in which the Customer Ls located. The terminating point will
be determined by the rate center of the called nusber.

The formula ie as follows:

(V1-V2) 2« (HI-H2)*
10

3.10.9 Rate pericds apply, unless noted ctherwise, as indicated
below and are based on the time in which & call is established. 1In
cases whare a call begins in one rate puricd and continues into
ancther, tha rate in effect In each period will apply to the portion
of the call occurring within the applicable rate perlod.

Day rates apply from 8 a.m. to, but not including, 5 p.m. Monday
through Frlday

Evening rates apply froe 5 p.m. to, but not including, 11 p.m.
Sunday through Friday

Night rates apply from 11 p.m. to, but not including, B a.m. seven
days a week.

Waekend ratss apply from 8 a.m. to, but not Lncluding, 11 p.E.
Saturday and from 8 a.m. to, but not including, 5 p.m. @n Sunday.

Cn holidays, evening rates apply throughout the day on which the
holiday is cbeerved unless a lower rate would normally apply.

THING e

3.11.1 Billable time for wservice ils the duration of tice
between the called statlon answering and the called or calling
station disconnecting, provided duration may be rounded in
accordance with spaciflc descriptlions in this tariff.

Issued:

Effective:

Issuad by: Charles J. Cardella, Vice President-Ganeral Manager

Legislative and Regulatory Affairs




WORLDCOM TECEWNOLOOIES, INC. SOUTY DAROTA TARIFF
515 East Amite Strest ORIGIMAL PAGE 18
Jackson, M 39301-2702

3.  QENERAL RULES AND BEQULATIONSE (Cont'd)
3.12 SPECIAL SERVICES

For the purpose of this tariff, a Special Service le desmed to be
any service requested by the Customer for which there is no
prescribed rate in this tariff. Speclal Services charges will ba
developed on an individual case basie and filed in thiw tariff.

3.12.1 Special Service charges will be based on the estimated
cost of furnishing such services including the cost of operating and
maintalning such a service, ths cost of equipment and materials used
in providing such a service, the cost of installation including
engineering, labor supervision, transportation, and the cost of any
other specific item assoclated with the particular Special Service
reguent.

3.12.1.1 1f at the reguest of the Customer, Company cbtalns
facllities not normally used to provide service To ite
Customers, the cost Incurred will be billed as a Spacial
Service.

J.12.1.2 If at the reguest of the Customer, Company
provides technlical assistanca not norsmally requared Gto
provided weervice, the costs involved will be billed as a
Spacial Service.

3.12.1.3 Whare special signaling, conditioning, equipment,
or other features are required to make Customer-provided
equliprent compatible wlth Company service, the cost of
providing these features will be billed as & Special Service.

ERACTIONAL CHARCES

3.13.1 Charges for a fractional part of a month are calculated
by counting the number of days resmalning in the killing pericd
after service is furnleshed. ODlivide that nu=ber of days figure by
thirty days (billing pericd). The result is then multiplied by the
applicable monthly service charge to arcive at the approprliate
fractional monthly service charge.

3.13.2 For each call the minimum charge shall ba the applicable
charge for the inltial billing increment of use with use in excess
of the initial bllling increment durlng a call charged at the
applicable rate per minute with the fractlonal bllling lncrements,
if any, of sach call rounded up to the next highast whole bllling
incresent.

3.13.3 All per call charges of fractional cents shall be
rounded to the next full cent unless ctherwisa stated in the
specific product description (Sectlion d).

ingued: Effective:
Imaued by: Charles J. Gardella, Vice President-Ceneral Manager
Leglelative and Regulatcry Affaircs




WORLDCOM TECENOLOGIES, INC. SOUTH DAXOTA TARIFF
515 East Amite Strest ORIOINAL PACE 29
Jackson, MS 39201-2702

3. QENERAL RULES AND REGULATIONS (Coat‘d)
3.14 TELECOMMUNICATIONS RELAY SERVICE (TRS)

J.14.1 TRS is a wservice which permits hearing or speech
impalired Customers who have been certifled, In writing, by a
liransed physlcian, audiologist, speech pathologist, or appropriate
stata or federal agency, as having a hearing or speech impalrmant
which preludes cral communicatlions and who use a Telecommunications
Device for tha Deaf (TDD), to complets calls to Customers who do not
use TOD. Customers orlginating a call, either by woice or TDD,
reach the TRS center for thelr respective state via a toll free
telephone number.

3.14.2 Company 4is not lliable for errors in translation,
receiving or delivering messages by telephone, TDD, or any other
instrument over Cosmpany facllities, connec ing carriers or through
any of the TRS Centers operated by Company in absence of gross
negligence or willful misconduct.

3.14.3 The completed call iw rated as a call from the
originating telephone number to the terminating telephone number.
Thie msarvice will apply to intrastate calls that originate and
terminate in South Dakota. The usage rates for Dial USA listed in
Section 4.1.2.3.a. will apply to all intrastate TRS calls, except
that & discount of 50 percent will be credited to all intrastate TRS
calls. All TRS calls are confidential and =ay not ba placed to 900
or 376 numbers. All TRS calls are not eligible for any discounts
asscclated with any other Calling Plans.

lepued: Effective:
Issued by: Charles J. Gardella, Vice Presidert-General Hanager
Legislative and Regulatory Affairs
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WORLDCOM TECENOLOOIES, INC. SOUTE DAROTA TARIFF
515 East Amits Strest ORIOINAL FAGE 10
Jacksoa, M3 39201-2702

4.1 HESSACE TELECOMMUNICATIONS SERVICE

4.1.1 MIS - This service arrangement provided in conjunctlion with
the Company®s Lnterstate MHessage Telephone BService allows thae
Customar to origlrate calle in areas with eqgual access capabilities
by presubscriblng to thes service. Customars =AYy terminate calles at
any point Ln the state.

The applicable usage rate dJdepends upon tha distance beatween
ceriginating and terzinating rate centers and on the time of day the
call eoriginated. The minimum call length is one minute, with
additional call time being charged In increments of cne =ainute.
Discounts are given based on the Customer's usage volume.

4.1.2 product Tvpes
4.1.2.1 Basic MIS

Ray Eve MiH.E.
Mileaga lat Add*l ist Add’l ist Add'l
Bange Minute Minute Binute HMinute Minute Minute
0= 17 $.0537 §.05)7 $-0186 $.0386 £.0J10 5.0J10
18 - 22 0915 .091% .0678 0678 -.0543 .054)
21 - 18 «13%) 1391 -1045% .104% 0836 .0816
29 - M4 1791 .1791 1343 .134) 1075 . 1075
s - 41 2100 .2101 .1730 .1730 .1184 « 1384
41 - 81 2400 2400 .1940 .2940 L1582 .1552
52 - 66 2997 4897 .4019 . 964 « 1856 « 1856
&7 - Bl 1096 «-J096 «211) =113 1910 -1910
82 ~-105 .J0%6 3096 2113 «211) -1950 -1950
106 « 31585 «3295% .2337 -226) 1950 - 1950
b. Bate Perlcds - Refer Lo the Datarmination and

Rendering of Charges in Section J.10 for the Coampany's
standard rate pericd,

C. Usage VYolume Discountes = Discounts will be applled
to a Custcmer’s total Interstate, intrastate and
directory asslstance HTS usage charges for the account
for the bllling pericd. Discount parcentages Ancreass
as total usage charges increase, and wvary by rate
period. The discount percentage corresponding to a
given rate period and total usage level will be applied
to all usage ln that rate pericd. The discount schedulas
in effect on a Customer*s bill date will apply to all
usage appearing on that bill. Usage volume discounts
will not apply to usage bllled through a LEC.

—Ray Usage .  Day = Evenlng HIM
§ 0= 24.99 ] o on
45 = 45.99 1% os os
50 - 99.99% i in on
100 = 199.9% 4 is o
200 = £ 1Y os
losued: Elf{ective:

fssued byr Charles J. Cardella, Vice Fresident-General Manager
Laglelative and Regulatory Affalrs




WORLDCOM TECENGLOOIES,
515 East Amits Strest
Jackson, M3 39201-2702

INC. SOUTE DANOTA TARIFF
CRICIMAL PAGE 31

4.  SERVICE DESCRIPTIONS AND CHAROES (Cont‘d)

4.1 MESSAGE TELECOMMUNICATIONS SERVICE (Cont’d)
4.1.2 Eroduct Types (Cont'd)
4.1.2.1 Basic MTS (Cont'd)
.2 LEC Billed Meagured Service
LEC Bllled Mesasured Service calling includes calls made
by customaras without an established account dialed:
1) Ueing an accepted cospany access code (0.9.,
10XXX) from a line not presubscribed to the company; or
2) From a llne presubscribed toc the company (i.e.,
whean the customer does not have an establieshed account
and billing relaticnship with Company or another carrier
using the Company network.)
Such LEC Billed Measured Service calla may be routed to
the Company network when placed within the 48 contiguous
United States. LEC Billed MHeasured Secvice calls
acceaptead by the Company will be billed at tha baslc MTS
per minute rates listed above and will be billed a 50.80
surcharge on each call.
4.1.2.2 MIS - Dilal USA Service
1 Pepcriotion - Dlal USA Service is a one-way direct
dial service utilizing 1+ or disl-up accenss, making use
of common switched accens lines connecting the Customer
with Company faclilities. The current rates for MIS -
Dial USA Service are shown in Section 4.1.2.3.a.
following.

+ 2 Uspge Charges - Usage Charges are determined by
the time of day rate paricds and minutes of use within
each rate pericd. The rate perlcd is determined by the
timeé and day of call origination at the Custooar’s
locatlion.

a. Rates

Day * Evaning Night /Weekend

let Add-l lst Add*1 ist Ada‘l
Hileage Hinute Hinute Hinute Hinute dloute Hinute
0-10 $0.2925 $0.1765 $0.2340 50.1404 $0.1755 $0.1053
11-16 $0.3705 $0.1950 $0.2964 §0.1560 §0.222) $0.1170
17-22 50.3202 §0.2145 $0.3042 §0.1716 $0.2282 5$0.1287
43-10 50.419] §0.2340 $0.3354 $0.1872 $0.2516 $0.1404
31-40 50.4388 $0.2535 $0.3510 $0.2028 $0.263) $0.1521
41-5% 50.4680 $0.2828 $0.3744 §0.2262 §G.2808 §0.1657
LE=-85% 50.457]) $0.3120 50.J978 $50.24%6 $0.2984 $0.1872
86-124 50.51&8 $0.3115 $0.4134 §0.32652 §0.3101 $0.1989
25-244 50.5265 50.3510 50.4212 §0.2808 $0.3159 $0.2106
145-475% £0.5363 $0.3705 $0.4290 §0.2964 $0.3218 5§0.2223

* Evening rates include Sunday 5 p.m - 11 p.m.
isued:; Effectiva:
Issued by: Charles J. Gardella, Vice Fresident-Ceneral Manager

Lagislative and Regulatory Affairs




WORLDCOM TECENOLOOIES, INC. SOUTH DAKOTA TARIFF
515 East Amits Strest ORIGIMAL PASE 12

Jackson, MS

39201-2702

4.  SERVICE DESCRIPTIONS AND CHARJES (Cont’d)

4.1

MESSACE TELECOMMUNICATIONS SERVICE (Contd)
4.1.2 Product Tvpep (Cont’d)
4.1.2.2 MIS - Dial USA Service (Cont‘d)

.2 Usage Charges (Cont’d)

b. Billing Increments - Usage is billed in one
{1) minute lncrements.

C. Yoluyme Discounts - A volume discount is
applied to the Day usage based on the total usage
{all time fremes) of the monthly statemant.

Day
Total Monthly Usage Discount

$100.00 and Over 2N
OPERATOR SERVICES

4.2.1 Description - Operator Services will be offered to Cosmpany
Switched Access subscribers secved fros egqual access offlces, and to
users accessing the Company’'s wservices through pay phones or
Customar-provided statlons. Charges for Operator Services may be
billed to a Customar's coomercial credit card account or a LEC
calling card account, or to the calling staticn, called statlion or
&« designated third party station. Charges may not be billed to pay
phones or Customer-provided stations, or to stations cutealde the
United Stataes.

4.2.1.1 Operator Service rates will apply to the followling
types of calls.

-1 Custoger Dialed Callins Card Station - Calls
complated without the assistar ‘e of a Company operator
when the charges are billed to the LEC calling card
account entered by the calling party.

.2 Qperator Station - Calls cospleted with the

asalstance of a Company operator on a station-to-station
baslis. Charges may be billed te the Customer’s
commarcial credit card or LEC call ng card account, or
to the calling statlon, called station or a designated
third party statlon.

«3 Person-to-Perscn - Calls completed with the
assistance of a Company operator to a particular person,
station, department or PEX exteneion specified by the
calling party. Charges say be billed to the Customar's
cosmarcial credit card or LEC calling card account, or
to the calling station, called station or a designated
third pacty statlon.

Per call charges apply to all operator service calls. In
addition; an operator dialed surcharge will be applied to
Operator Station and Person-to-Person rated calle whan the
Customar has thes capabllity of dialing all the dlgits
necessary to complete a call, but elects to dial only the
appropriate operator code and regquests the oparator to dial
the called station. The surcharge does not apply to: 1) calls
where a Customer cannot ctherwise dlal the call due to

Issued:

Effective:

Issued by: Charles J. Gardella, Vice President-Ceneral Manager

Legislative and Regulatory Affairs




WORLDCOM TECENOLOGIES, INC, SOUTH DAKOTA TARIFF
515 East Amits Strast ORICINAL PAGE 31
Jackson, M5 39201-2702

4. SERYICE DESCRIFTIONS AND CHARQES (Cont'd)
4.2 OPEPATOR SERVICES (Cont'd)
4.2.1 pescription (Cont’d)
4.2.1.1 (Cont'd)

defective equipment or trouble on the Oslirie natwork; 1) calls
in which a Company operator places a call for a calling party
who Le ldentifled as being handicapped and unable to dial the
call because of his/her handicap; and J) calling card calls.

4.2.2 Upage Charges - The charges for Operator Services will be the
usage rates appearing in tha following secticn plus a per call
surcharge dependent upon the type of operator service provided aleng
with & property surcharge ranging from $0.00 to $1.75.

4.2.2.1 Per Minute Ratep

il Option A - These rates are applicable to calls
originating from presubscribed ("1+*) business and
residential locations, and are avallable to traffic
aggregator subscribers.

Day Evening Hight /Weekand
lat Add*l lat Add’] lat Add*l
Mileage Min.  _Min.  _Min. -Min. _Min. Min.
0~ 10 $.2000 $.1800 $.2400 $.1440 $.1B00 §.1080
11 = 16 - 1800 .2000 -3040 « 1660 2280 .1200
17 - 22 «3900 .2200 .3120 1760 «2340 «1320
2 - 30 .4300 .2400 .3440 1520 .2580 .1440
31 - 40 4500 - 4600 - 1600 «4080 - 2700 . 1560
41 - &5 . 4B00 . 2900 . 31840 + 2320 2880 -1740
56 - @5 - 5100 .3200 . 4080 » 2560 . J0E0D «1920
86 - 124 .5300 « 3400 4240 + 2720 .3180 2040
125 - 244 - 5400 . 3600 4320 -2880 - 3240 .2180
245 - 475 - 5500 .1800 -4400 . 3050 - 3300 .2280
8. 1 LE L
Customer Dialed Calling Card Statiom.....$1.0%
Operator StationN...civescnnasns srssemssssaBl.B8
Perecn-to-Perscn..... ssssnssnassnnsmnsssss$4.50
Operator Dialed Surcharge.....c... amnenesPhaOD
od option B - These rates are applicable only to
calle coriginating from traffic aggregator locaticoms.
Day Evening Night /Weakend
lst Add*l lst Addrl lat Add’l
Mileage Min.  _Min.  _Hin. -Kin, SHin. -Ein.
- 10 $.3000 $.3000 %.3J000 %-3000 §.3000 $.3000
11 - 16 3800 . JECO - 3800 .3800 - JB00 . JB800
11 = .33 . 3900 - 3900 - 3900 « 3500 - 1500 . 1900
23 - 130 4300 «4300 « 42300 4300 .4100 - 4300
i1 - 40 «4500 « 4500 .4500 4500 4500 4500
41 - 55 . 4800 - 4800 . 4800 4800 4800 - 4800
56 - B85 5100 .5100 «3100 «5100 .5100 -5100
B6 - 124 5200 «5300 . 5300 «5300 53100 -.5300
125 = 244 . 5400 . 5400 . 5400 - 5400 . 5400 - 5400
# 245 = 47§ . 5500 . 5500 « 5500 - 5500 « 5500 .5500
Ilosued: Effactive:

Issued by: Charles J. Cardella, Vice President-Cenaral Manager
Legislative and Regulatory Affairs
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WORLDCON TECEMOLOGIES, INC. BOUTE DAKOTA TARIFPF
S15 Bast Amites Strast ORIOINAL PAOE 34
Jacksoa, W8 39201-2702

4.  EEEVICE DESCRIPTIONS AND CHARQES (Coat’d)

4.2

QPERATOR SERVICES (Cont®d)
4.2.2 Jguage Charges (Cont’d)
4.2.2.1. Per Minute Fateg (Cont*d)
ed Option B (Cont’d)
a. Pax_Call Charges

Custosmer Dlialed Calling Card Station.....$1.20
[T 1T 131 37,7, T —
POrsOnN=CO=POrBON.cccssssssssssssssnssssssI8:65
Operator Dialed Surcharg®.........-::::.:51.00

3. The rates and service charges in Section 4.2.3.1.
Option B apply to =0+=, "0-" and *00" calls, including
calls dialed using a 10XXX or other access number,
routed to a Company operator or to an automated operator
or calling card interface from the premimes of:

1) rasidantial and business subscrlibercs; or
2) local exchange carrler customars not
presubscribed to the Carrlier
I0LL FREE SERVICES

4.3.1 Toll Free Services are inbound WATS sarvices which pearmit
calls to be completed at the Customer’s losatlon without charge to
the calling party. Access to the service is galned by dialing an
elaven dlgit telephons number (1-800-NX.-XXXX) provided by the
Company which will termlnate at the Custoser’'s locatlon.

4.31.2 The Cozpany reserves tha right to require an applicant for
Company Toll Free Service to supply the following information when
requesting service: an initial traffic forecast, ldentification of
anticipated busy hour, ldentification of Llts geographical marketing
target areas, and a eschedule of marketi’j and procoticonal
activitiaes. The Company may also require that a new traffic
forecast be submitted by the Customer quarterly after service is
initiated.

4.).) Company Toll Free Service Ls furnished upon condlticn that the
Customer contracts for adequate facllicies to permit the use of this
gsecvice without injurious effectes upon it or any service rendered by
the Company. Thae Company may terminate or refuse to furnish Company
Toll Fres Service to any applicant, without incurring any liabllity
and without notice to the Customar, If the use of the service would
interfere with or impair any ssrvice rendered by the Company.

4.1.4 The Customer must obtain an adeguate number of access linss
for Company Toll Free Services to handle the Customer‘’s axpectesd
demand in order to prevent interference cor impalrment of thils
service or any othar sarvice provided by the Company consldering:
{1) total call volume; (2) average call duration; (3) time-of-day
characteristice) and (4) peak calling period. The Company, without
incurring any liability and without notice to ths Customer, may
disconneact or refuse to furnleh Company Toll Free Sarvice to any
Customer that falles to comply with thess conditlions.

Issued:

Effective:

Issuad byt Charles J. Gardella, Vice Presldant-Canaral Manager

Leglelative and Regulatory Affalire



WORLDCOM TECENOLOGIES, INC. LOUTE DAXOTA TARIFY

515 East Amite §'rest ORICINAL FAOE 33
Jackson, NS 39101-2702

‘4. SERVICE DESCRIPTIONS AND CHAROES (Cont’d)

4.1

TOLL FREE SERVICES (Cont'd)

4.3.5 Usa of numbers: Each Cosmpany Toll Fres Service telephcne
nusbar must be placed in actual and substantial uss by the Customer.
“substantial use® shall mean a pattern of us: that demonstrates an
intent on the Customer’s part to s=ploy the number for the purpose
for which it was intended; nasely, to allow callers to reach the
Customar, as indicated, for example, by at least 30 average monthly
minutes of use or sore. Any toll free telephons number assoclated
with Company Tell Free Service that has not been placed in actual
and substantisl use during the first sixty (60) day period after
sarvice activation may be redesignated as a spare numbar in the SMS
800 database by Company upon written notice to the Customer.

4.3.6 If the Customer reguests assignment of! a spacific Toll Free
Sorvice telephone number, the Company may require the Custcoer to
subzlt a nuzber reservation agreement form to the Company. At no
time may a Customer have more than ten (10) numbars reserved. Any
resecvation ahall be for no more than wmixty (60) days and shall be
subject to a reservation fee which will be cradited to Custooer's
unpaid balance after Company Toll Frea Service has Deen in actual
and substantial use for a consecutlive slxty (60) day period.

Mothing in this Sectlon, or in any other provision of this tariff,
or in any marketing materials lssued by or on beanalf of the Company,
shall give any person, lncluding prospective Custozers who have
resarved toll free telephone nusbers hersunder or Custoners who
subacribe to and use Company Toll Free Service or their transferee
or asslgne, any ownership Llnterest or proprietary right In any
particular toll free number; however, upsn placing a number actually
and substantlally in use, as deflnod above, Company Toll Free
Service Customers do have a controlling interest in this toll free
t imber(s). Company Toll Free Service Customers say retain the use
of their toll free number assignments, even following changes 1in
their toll free carrier and/or Resp. Org.

4.3.7 1f a Customer places an corder for Company to carry Customer's
already exlsting toll free number service, the Customer shall
provide to Company the contact nases, telephone number and address
of the Customer‘s Responsible Organization (Rasp. ©Org.). Upan
subscription to Company Toll Free Service, the Customar cay asxacute
a Letter of Authorizaticn to tranafer Reesp. Ory. responaibility of
ites toll free number(s) to the Company Resp. Org. If the Customer
electe to retain a non=Company Resp. Org., the Customer must notify
Company ©f any changes in the Customer’s Resp. Org. im writing
within 48 hours of the change. The Customer is responmeible for all
gutstanding indebtedness for services provided by a previous Rasp.
Org. or toll free service carrler. Company assumas no
responsibility or llability with respect to any obligations of
Customer to such previous service providers existing at the time of
transfer to Company.

4.].8 Subject to execution of a Resp. Org. Service Agreomant betwean
Company and the Custoser, the Company Resp. Org. will perfor=z the
function of Resp. Org. for all Cospany Toll Free Service crders
unless the Customer reguests ancther Resp. Org. Company Resp. Org.
functione include 1) search for and resérvation &f tall free numbars
in the SMS/800; 2) creating and maintaining the toll free number
Customer record In the SMS/B00; and 3) provieicn of a single point
of contact for trouble reporting.

Insued:

Effective:

Issued by: Charles J. Gardella, Vice Presldent-General Hanager

Legislative and Regulatory Affalra




WORLDCOM TECHENOLOGIES, INC. SOUTH DANOTA TARIFF
515 East Amite Strest ORIOIMAL PAGE 16
Jackson, M8 39201-2702

4.  BERVICE DESCRIPTIONS AND CEANQEE (Cost’d)
4.3 TOLL FREE SERVICES (Cont‘d)

4.3.9 Where Cospany serves as the Resp. Org. for a Company Toll Free
Service Customer, Company will, at the Customer’s reguest, subscribe
to Toll Free Directory Listing for the toll free nusber(e] assigned
to the Cuutomer. A charge for Toll Free Dlrectory Listings will
apply as set forth in this Tarlff. 1In ths svent that a Custooer
ctraneafers ite toll free service to ancther Resp. Org., the Cocspany
shall ceass to subscribe to Toll FPree Directory Listing Service on
behalf of tha Customer and the Customer is responsible for assuring
that Toll:Free Directory Listing Service is maintained through the
rnew Rasp. Org. Customar s responsible for paysent of any
outstanding Toll Free Directory Listing charges, including any
unexplred porticn of any minizum pericd applicable to such sarvices,
and Company shall have no lliabllity for any lnterruption or other
delay, error, mistake, omlssicon cor other defect occurring in
connection with the transfer of Toll Free Directory Listing
cesponsibllity.

4.1.10 Whers Company serves as the Rasp. Org. for a Coopany Toll
Free Service Customer, 1t will, at the Customer’s request, subscribe
to Vertical Features cbtalned from Local Exchange Cospany access
tariffs. When a Company Toll Free Service Customer usas Vertical
Features cbtalined by Coopony from Local Exchange Cospany tariffe, a
charge will apply. This charge may not be counted toward the
attalnsent of any voluse or revenus commitement and will not be
discounted.

4.3.11 In the event that a Customer cancels its Company Toll Free
Service, tha Cuptomer =ay slect to retaln Cosmpany as its Resp. Org.
Whare Company serves as Resp. Org. for & non-Company Toll Fres
Berviee Customér, a chirge for Resp. Org. Servicd will apply as set
forth In this Tariff.

4.1.12 In the event that a Customer cancels its Company Resp. Org.
or Toll Free Service, the Custcoer shall be responsible for all
outstanding indebtedness to the Company and any outetanding charges
applicable to any services cbtalned by or on behalf of the Customer
by Company.

4.3.13 It is the Custcmer’s responelblility to provide answer
aupervision back to the Company point of onnectlion even when the
Company Toll Free Service is connected to switching equipsant or a
Customer-provided comsunications systen. Ir such cass;, the
eguipment or system =ust provide appropriate supervialon so that the
measure of chargeabie time begine upon dellvery of the call to the
Customer's switching equlpment or coemunications system and ands
upon termination of the call.

4.3.14 Rateon

4.3.14.1 Ioll Free Feature Charges - Feature Charges are
determined by the specific feature reguested by a Company Toll
Freea Customar. Thesse changes are in addition to toll free
usage charges and are not wsubject to discounting unless
specifically Lndicated.

Monthly
Sat-Up Recurring
Peature Charge
Toll Frea # Charge (per toll free /) K/C $§ 10.00
Roservation Cherge (per toll free #) $ 35.00 N/C
max. 10 numbers per Customer)
issuund: Effective:

Issued by: Charles J. Gardella, Vice Fres.dent-General Manager
Legislative and Regulatory Affairs




WORLDCOM TECENMOLOGIES, INC. SOUTE DAKOTA TARIFF
515 East Arite Strest ORIOIMAL PAGE 37
Jackson, ME 39201-2702
4. EERYICE DESCRIPTIONE AND CHARQES (Cont'd)
4.3 IOLL FREE SERVICES (Cont‘d)

4.3.14 Bateg (Cont'd)

4.3.14.1 Ioll Freo Feature Charges (cont.)

Monthly
Set-Up Recurring
Feature Charge Ehagge
After Hours Volca Messaglng (per
Toll Free /)
Option A = Announcement Only § 25.00 $§ 30.00
Option B - Announcesant w/Hassage § 25.00 § 40.00
Option € - Announcement w/Hesssage
and Outdial § 25.00 $ 50.00
Raal-Time ANI Dellivery (per Trunk group) §350.00 $200.00
Dedicated Terminatlon Overflow (per
Toll Frea F) N/C § 50.00
Polnt of Call Routing (per Toll Free #) $100.00 § 50.00
Time of Day Routing [(per Toll Free J) $100.00 $ S0.00
Command Routing (per Toll Fres #) $100.00 $ 50.00
Percent Allocatlion Routling (per
Toll Free #) $100.00 § 50.00
Dialed Number Identiflcaticn
? Service (DNIS) (per Tcll Free /) $100.00 $ 50.00
Day of Week Rouring (per Toll Free #) $100.00 § 50.00
Change Toll Free Destination Nusmber $ 15.00 N/C
(Via mervice order)
Expadite Toll Free Service Order
(per order) $100.00 NfC
Add/Change Area of Sarvice Screening § 25.00 MN/jC
vid/Change Canadian Toll Free
Crigination H/fC H/C
Add/Change Caribbesan (Puertc Rico and
U.S. Virgin Islands) N/C H/C
Toll Frea Raferral Recordinge § 25.00 § Jo.00
Hationwide Toll Free Directory Lietling
(par toll free numbaer) $ 15.00 § 12.50
Expedite Directory Listing § 25.00 N/C
- Major
Expadite Directory Listing
= Minor § 20.00 N/C
Issued: Effective:

Iasued byt Charles J. Gardella, Vice President-Ceansral Manager
Lagislative and Regulatory Affalirs




WORLDCOM TECENOLOGIES, INC. SOUTE DAXOTA TARIFF
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4.  BERVICE DESCRIPTIONS AND CHARGES (Cost‘d)
4.3 7TOLL FREE SERVICES (Cont'd)
4.3.14 Rateg (Cont'd)
4.3.14.2 Company Resp. Org. Charges - Where Company searves

as a Resp. Org. for a non-Company Toll Free Service Custooer,
Company will pass on the tariffed Local Exchange Carrier

Charges for SMS 800 Database and related services. In
addition, the following Company charges will apply:
Maonthly
Set-Up Recurring
Service charge charge
Set Up Toll Free # (per Toll Frea /) $ 50.00 $ 1.00
Modify Toll Free Record (Add/Change Toll
Free #, Vartical or Enhanced Features) $ 25.00 N/C
4.3.15 I ¥ -

4.3.15.1 bemebound €00 Service

5 | Pescripticn - Homebound BOO ie an inbound service
available to Cospany residential customers only. This
service enables the customer t¢ receive toll-free
service calls at thelr residence. The residential
customer will be assigned a2 toll free telephone number
to recalve calls that are paid for by the custooer
rather than tha calling party.

-2 Ugage Charges - Usage Charges are determined by
the tise of day, rate perlods ard slnutes of use within
each rate period.

s.  Bate Periode:

EEAK
All calls that occur between 8 A.M. and 4:59 P.M.
Monday through Friday.

QFF PEAE

All calls that occur betwera 5 P.M. and 7:59 A.M.
Monday through Thursday, and all calls betwean 5
P.M. Friday and 7:59 A.H. Monday.

—FPeak
$0.2000 §0.2000

c. 2illing Increments - Usage is billed in one
{1) minuts incromants.

d. Menthly PRecurring Chacges:

Monthly Service Fee:®® §1.50

ssjicter The monthly service fee will be walved
for sach month in which usage exceeds 510.00.

Also, the monthly service fee can be walved by
Affinity groups and alumni programs.

Issued: Effectiva:
Issued by: Charles J. Cardella, Vice President-Ceneral Manager
Legislative and Regulatcry Affalre




WORLDCOM TECENOLOOIES, INC. SOUTH DAEOTA TARIFPF
515 East Amite Strest ORIGINAL PAGE 3%
Jackson, MS 39201-2703

4.  SERVICE DESCRIPTIONS AND CHARQES (Cont’d)

4.4

4.4.1

QIHER SERVICE ARRANGEMENTS

ONLINE CARD SERVICE

4.4.1.1 OnLine calling card ls avallable to resldential
and cosmercial Company Customers. Non-Cospany Customers say
also subscribe to OnLine as a stand alone service. Customers
zay place domastic and international long distance calle using
this service. Enhanced services such as volice mailbox and
message delivery are avallable as a optlion of this service.

4.4.1.2 OnLine access can be from elther a tone generating
or rotary-dial telephone and ie galned by dialing the Company
toll free accenss numbar. Calle origlnating from rotary phonas
will be completed with the asslstance of operators at the
spacial rates found following. Calle will be billed at the
per minute usage rates as shown following. Total monthly
usage contributes to the volume discount. Tha volume discount
is applied retroactively to peak usage only.

4.4.1.1 As an introductory offer, new Customers of OnLine
card service may redeem a coupon for credit off their firet
full month's invoice. Coupons have no cash valus and cannot
be rolled over to the naxt smonth. Coupons must be redeemed
prior to ite expiration date.

4.4.1.4 The time of day rate porlods for OnLine Sarvice
will be Peak and Off-Peak. Peak rates apply to all calls that
occur between BAM and S5PM Monday through Friday, except on
Company=recognized holidays. QOff-Peak rates apply to all
othar calls.

.1 Residential OnLine Rate Schedule - This calling
card schedule applies to all Customers who subscribe to
one of Company's residential long distance services.

a. Per Minute Pates (§)

Iime of Day Eate Per Minute

Paak 50.30
off-Peak $0.30

b. Blllirg Increments - All residential callse
will be bllled in sixty (£0) second increments.

-2 Comrercial OnLine Rate Schedule - This calling
card schedule applies to all Cuctomers who subscribe to
cone of Company‘s commerclal long distance services.

a. Per Minute Fates (5)
Iime of Day Bate Per Minute

Feak 50. 15
off-Peak $0.25

b. Commercial Volume Discount
Usage level
§ 25.00 - § 245.99 B. 70

§ 250.00 - 52499.99 13.04&
$2500.C0 « il.74n

Issued:

Issued by:

Effactiva:
Charles J. Gardella, Vice President-General Manager
Legislative and Regulatory Affalrs



WORLDCOM TECHNOLOGIES, INC. SOUTH DAKOTA TARIFF
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Jackson, M3 39201-2702

L SEEVICE DESCRIFTIONS AND CHARQES (Cont®d)
4.4 QOTHER SERVICE ARBANGEMENTS (Cont'd)
4.4.1 ONLINE CARD SERVICE (Cont*d)
4.4.1.4 (Cont*d)
-2 Compercial OoLine Rate Scheduls (Cont*d)
c. Billing Increments = All commercial calls
will be billed in sixty (60) second inicial

incremants and additicnal increments of six (&)
8.

d. Bec Call Surcharge - A per call surcharge
of 50.65 apples to each call.

-3 Stand Alone OnLine Rate Schedule - This calling

card schadule applies to ccmmercial Customars that do
not have any other services with Company.

a.  Per Minute Rates (5)

Iime of Day Eate Per Hinute
Peak 50.25

of {-Peak $0.25

b. Stapd Alone Volume Discount

Usage Level Bercent Discount
§ 25.00 - § 249.99 8.70%

$ 250.00 - $2499.99 11,048
$2500.00 + 21.74%

Cs Billing Increments = All Stand Alons calls
will be billed in = =ty (60) wsecond initial
incremants and additicaal incresents of six (6)
seconds.

d. Per Call Surcharge - A per call surcharge
of 50.65 will apply to wach call.

-4 Eec Call Surchérge = The following surcharge is in

additlon to the per minute rates ound in .1, .2, or .J
above and will apply to calls which default to a live
oparator.

Per call Surcharge ........ « S50.65
«5 Suerator Aspisted OnLine Rate Schedule - If a
Customer choosss To access an Operator to place a call,

the call will be bllled at the Company‘s Dial USA ratas
as specified in Section 4.1.2.2.

a. Ber Call Surcharge

The followlng surcharges are in additicn to the
per minute rates found in Sectlon 4.1.2.3.a.

Statlon=to=-Station $1.50
FPerson-to-Parson $1.00
Issued: Effective:

Igsued by: Charles J. Gardella, Vice President-Ceneral Manager
Legislative and Regulatocy Affalrs




WORLDCON TECENOLOGIES, INC. S0UTH DAKOTA TARIFF
515 East Amite Street ORIGINMAL PAOE 41
Jackson, WS 3%201-2702
‘. SERVICE DESCRIPTIONS AND CHARCES (Cont'd)
4.4 OTHER SERVICE ARPANGEMENTS (Cont*d)
¢ 4.1 ONLINE CAFD SERVICE (Cont'd)
4.4.1.4 {Cont *d)
.6  SCHEDULE € OpLine Rate Schedyls
B. Per Minute Rates (3]

=== Time of Day ====

Usage Level Beak = Qff-Feak
$ 2,500 - $10,000.99 -250 -250
510,001 - $25,000.99 «-250 .250
§25,001 + « 250 . 250

b. Minimum Upage Per Month - There 1is a
sinimum usage per account of $2,.500 per month.
New accounts will be given a S0-day ramp up
pericd to reach this usage ainlmum.

€. Billing Increments - All SCHEDULE C calls
will be billed in eighteen (18) second initlial
incresents ard additional increments of eix (6)
saconds.

d. Per__Call Surcharge - The following
surcharge is in addition to the per minute rates
found above and will apply to all SCHEDULE C
Online ealla.

Par Call Surcharge® ......:-:- $0.6%

.. SCHEDULE C OnLine Service is mot avalilable
a9 a resale product.

Issued: Effective:
Issued by: Charles J. Gardella, Vice Presldent-Cenaral Manager
Legislative and Regulatory Affaire




WORLDCOM TECEMOLOGIES, INC- SOUTE DAKOTA TARIFF
515 East Asite Strest ORICIMAL PAOE 42
Jackson, MS 39201-2702

4.  SEEVICE DESCRIPTIONS AND CHARGES (Cont‘d)

4.4

4.4.2

OTHER SERVICE ARFANGEMENTS (Cont'd)

HoME ADYANTACE SERYICE

4.4.2.1 Degcription =- Home Advantage Sarvice offers
cutbound, direct dlal loag dlatance ssrvice for resldential
customers. Home Advantage is a flat-rated service offering
peak and of f~peak rates. Domestic, International and Calling
Card Services are avallable with Home Advantage.

4.4.2.2 Usage Charges
o1 Rate Periods

EEAK
All calls that cccur between 8 A.M. and 4159 P.N. Monday
through Friday.

QFF PEAK

All calle that occur between 5 P.H. and 7:59 A.M. Monday
through Thurseday, and all calls baetween 5 P.M. Friday
and 7:59 A.M. Monday.

| Billing Increments - Home Advantage Service is
billed in sixty (€0) second lncrements.

.3 Per Minute Rate Schedule

Peak Off-Peak
$0.2500 $0.1200

-4 Honthly Recurring Charges (MEC)
HRCpe» $31.50

ssjote: The HRAC will be w¢ ved for each menth in which
Home Advantage Peak and Off-Feak monthly usage sxceads
$9.00. Also, the MRC can be walved by Mfinity groups
and alumni programs.

o5 Per Minute Surchagge**
Surcharge: $§50.02

ssligta: The Per minute surcharge applles only when Home
Advantage monthly usage msets or exceeds 5500.00.

« 6 Home Advantage Calling Card Service = Online
Residential Calling Card Rates will apply as flled in
Section 4.4.1 of thie tariff.

4.4.2.3 Heme Advantage Organizational Program — The Home
Advantage program is a benefit package cffered in conjunction
with Home Advantage Service, which allows the individual users
who are members or employees of the participating
organizations to recelve additional product discounts, Lf
program paramsters are met. Discounts will be received off
the tarlff rates for Homa Advantage Sarvice. Hmzbers who
elect to participate in the Home Advantage Organizational
Pregram will receive Home Advantage products and the WorldCom
TalkAround Calling Card. Home Advantage rates are found above
and WorldCom Talkhround Calling Card rates are found in
Section 4.4.6.

Iesued:

lssued by:

Effective:
Charles J. Gardella, Vice Presldent-Censral Manager
Legislative and Regulatory Affairs




-
-

WORLDCOM TECEMOLOGIES, INC. SOUTE DAXOTA TARIFF
515 East Amits Strest ORIGINAL PAGE 43
Jackson, M8 39201-3702
4.  EERVICZ DESCRIPTIONS AND CHARGES (Cost’d)
4.4 OTHER SERVICE ARRANCEMENTS (Cont'd)
4.4.2 HOME ADVANTAGE SERVICE (Cont'd)

4.4.2.2 Home Advantage Organizational Program (Cont‘d)

To qualify for the Home Advantage Organizational Program an

organization generally must be a1 (1) Trade Assoclation

rapresenting businesses or indl* 'duals In an industry,
profession or business classification; (2) Business with
franchises, agents, distributors, or sultiple representatives;

{3) Non-profit organization; or, (4] Corporations. Tha

qualifylng organization agrees to meet the following set of

eriteria:

1 Trade Assoclations must have 5,000 members or more and
allow us to telemarket or direct mail their membership
roster for promotlonal reascns.

.2 Business with franchlses, agents, distributors, or
sultiple represaentatives, Mon-proflt organizaticns and
Corporaticns must have a minleum of 1,000 esmployees or
sezbers and allow us to direct mail their
smployees /mectore for prosotional reasons.

4.4.2.4 Home Advantage Easy Plan

Hooe Advantage Easy Plan ls a flat-rated service offering

customars one simple rate for intrastate calle.

.1 Bate Periods
All calls are bllled at the same rate regardless of
which rate perlod the call is completed.

-2 Billing Incresents
Home Advantage Easy Plan rates are billed in sixty (60)
second initial increments and rounded to the next higher
slx (6) wsecond increment. All fractional per call
charges will be rounded to the nearest whole cent.

-3 Ber Minute Rate*

§0.1390
* There is no monthly recurring charge

-4 €alling Card Service
The TalkAround Calling Card rates will apply as filad In
Sectlon 4.4.6 of thie tariff.

Iseuad: Effective:
Issued by: Charles J. Gardella, Vice Fresident-General Manager

Legielative and Regulatory Affalre




WORLDCOM TECHMOLOGIES, INC. SOUTH DANOTA TARIFF
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4.  SERVICE DESSRIPTIONS AND CHARGES (Cost’d)

4.4

4.4.3

OTHER SERVICE ARPANGEMENTS (Cont'd)

HORLDONE SERVICE
§.4.3.1 Rescription

Worldone Secvice offare & unifled service for single or sulti-
location customars using ewitched, dedicated, and OnLline
calling card originaticn and switched or dedicated toll free
{in Wats) terminatlon. The WorldOnas package Lncludes the
avallability of cutbound, inbound (toll free) and calling card
servicen, and offering a discount on outbound and toll free
service for customers wllling to sign a term commitment and/or
a willingness to commit to & specific dollar volume of monthly
minlmum usage.

There are wseven (7) eopticne of WorldOne avallable o
customars, each of which has & unique set of ratas for
outbound and toll! free service: Option A - Reguires no
sonthly minilmum bllling commitment for ®sonth-to-month
custosers; 5250 menthly minisum bllling commitment for ESP
customers; Option B - Requires a monthly minimum billing
commitment of $1,000; Option C - Regquires a monthly minimom
bllling commitment of $5,000; Option D =-Requires a monthly
einimum bllling commitment of 57,500; Option E - Requires a
sonthly minimum billing coemmitment of 515,000; Option F -
Requires a monthly minimum billing cosmitment of $25,000;
Option C - Reguires a monthly einimus billing commitsent of
$50,000.

If the minimum i’ not reached for Option A ESP and Options B
theough G, the customer will be charged for the difference.

Hultiple services andfor sultiple locations using WorldOne
service can contribute to the overall eonthly esinisum
comultment; however, the customer rast allocate the sinimua by
s@rvice and location. Domestic toll fres, Comestic and
Internaticonal cutbound calls contribute to determinling monthly
minimum usage. Online World Calling Card, Operator Services
and Directory Assistance usage is not included in determining
monthly minimum usage.

Customers must reach the minimum monthly usage reguirement
associated with their selected optlion 'y the fourth lnveice
pericd and monthly thereafter.

4.4.1.2 g . =

¥WorldOne is avalilable to customers through a ESP cpticn if the
customer agrees to commlit to such service for a term of twelve
(12) or tweanty-four (24) months. Customers who slect the ESP
will receive a discount off thelr selected cptlon"s domestic
interstate, and intrastate cutbound and toll free rates. This
dimcount will apply only to WorldOne's peak interatate rates
and all time perlods for intrastate rates. Customers who
elect the ESP are subject to the following conditions:

+1 Customere wm=ust indlicate what WorldOne wservice or
services are to be included in the ESP. The dlecounts
provided under this optlon become effective with the first
full month's usage.

Issued:

Isgued by:

Effective:
Charles J. Gardella, Vice President-General Manager
Leglslative and Regulatory Affalrs
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WORLDCOM TECHMOLOGIES, INC. SOUTH DAKOTA TARIFF
515 East Amite Street ORICINAL PAGE 45
Jackson, WS 239201-2702

. SERVICE DESCRIPTIONS AND CHAROES (Cont’d)
OTHER SERVICE ARBANGEMENTS (Cont’d)

WORLDONE SERVICE (Cont'd)
4.4.3.2 Worldone Extended Secvice Plan (*ESP®) (Cont'd)

.2 Upon executlon of this agrecnent, the customer has
ninety (50) days from the date mervice is =made available in
which to notify Company in writing. either by certified or
registered mail (retucn recelpt requested), of the customer's
desire to cancel this agreement without further cobligation or
penalty, except for charges incu *ed up to the date of
termination, in the event that guality deficlencies solely
caused by WorldCom in the provision of telecomsunications
service hereunder are demonstrated by Custosmer to affect
adversely and materially Customer’s telecommunications
applicaticns (such & ctermination wunder this clause
conatituting a Terminatlicn for Cause). A Termination for
Cause shall not be weffective unless Customer has reported
trouble on an ANI or circuit-specific basis to (and received
a corresponding trouble ticket from) the appropriate WorldConm
support Center and a periocd of not leeca than thirty (30) days
after receipt of Customer’s written notice of termination has
elapsed during which WorldCom falle to correct such quality
deficlencies. Preovided nothing contained herein shall ispose
any liabllity on WorldCom and Customer's sole remedy shall be
he terminaticon of the affected service as described.

| Crstozers who terminate service prior to the end of the
term of commitment in any manner other than stated In (.4)
following, will be liable for a cancellation penalty equal o
the menthly minimum billing commitment times the mnumber of
months remaining in the Customer commitment period through the
expiration of the first jyear. 1f applicable, twenty-five
percent c©f the balance remaining (monthly minimum billing
cormitment times the nusber of remaining months in the
contract beyond the filrst year) will also be included (per
service type). If the termination becomes effective after the
completion of the first year, then the charge shall be equal
to twenty-five percent of the balance remalning (monthly
minimum bllling commitment times the nusmber of months
remaining in the contract). The foregoing cancellation paenalty
will apply unless the Customer jmmediately converts £o ancther
Company service with egual or greater term and minloum usage
requirement commitments, and Customer continues to use such
Company Service for a period of months egqual to or greater
than the number of monthe remaining in the term during which
the conversion takes place.

.4 All custocmer requests to commence or terminate a WorldOne
ESP must be made in writing, either by certifled or registered
mall (petuyrn receipt reguested), to Coswpany and received no
later than thirty (J0) days prior to the then existing term
axplration date. If such notificaticn Lls not received by
Company within this tizeframe, the WorldOne ESP agreement will
be automatically renewed for a new term of commltment.

+5 A Customer who cancels thelr agreesent pricr to the
explraticn of the term will be required to repay any
promotional credits that were given in addition to other
termination chargee as noted above.

Isaued:

Inaued by:

Effectiva:r
Charles J. Gardalla, Vice Presldent-Ceneral Manager
Legleslative and Regulatory Affairas
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4. SEEVICE DESCRIPTIONS AND CHAROES (Cont'd)
4.4 OTHER SEFVICE ARPANGEMENTS (Cont‘d)
4.4.) WORLDONE SERVICE (Cont°d)
4.4.3.2 Horldone Extended Service Plap (“ESP°) (Cont°d)

.5 ©OnlLine World Calling Card usage is excluded from the
wWorldOne ESF discounts.

4.4.3.0 Usage Charges
-1 Rate Perinds

Psak - AllL calls that occur betwesn 7 A.N. through 7 P.M.
onday through Friday, esxcept on Cospany=-recognized holidays.

Off Peak - All calle that occur between 7:0]1 P.M. through 6:59
.M. Monday through Thureday, and all calle between 7:01 P.NM.
riday and 6:59 A.M. Monday and Company-recognlized hollidays.

-2 Billing Ing

Worldone Switched Access Service le bBllled in sightesn (18)
second initial incremante and are rounded to the next higher
six (6) second increment. WorldOns Dedicated Access Sarvice
is bllled in slx (&) second initial lncrements and is rounded
to the next higher eilx (6) weecond Increseant (except
Internaticnal, which le billed in thirty (JO) second initial
incremeants and Le rounded to the next higher eix (&) second
increméntj. Online World Calling Card is bllled at an Lnitlal
einty (€0) second increment and rounded to the rext higher esix
(&) mecond increment thersalter. All tractiomal per call
charges will be rounded to the nearest: whole cent.

-3 tn(_ﬂlﬂ%il_Elil_i;hiiill__-ﬂﬁflﬂ?ﬂt.ﬁltlln!]
Fer minute intrastate base rates for WwWorldOne
Searvice ie the saze for Options A-C and apply as
shown baelow:

i. §Svitcshed Per Minute PRates

Ecnthly 1l Year ESP 2 Year ESP
Cutbound $.1550 $.15%00 $.1450
Inbound $.1650 $.150 $.1450
Li. Pedicated Per Minute Fates

Kanshly 4 Year ESP 4 Xeac ESP
Outbound $.1100 £.1050 $.1000
Inbound . 1200 £.10%0 $-1000

?I.U.jl Effectiva:

Issued by: Charles J. Gardella, Vice President-Ceneral Manager
Legislative and Regulatory Affairs




WORLDCOM TECENOLOGIES, INC, SOUTH DAXOTA TARIFF
Jackson, M3 39201-2702

4.  SERVICE DESCRIPTIONS AND CHARGES (Cont'd)

4.4 OTHER SERVICE ARRANCEMENTS (Cont'd)
4.4.) HORLDONE SERVICE (Cont'd)
4.4.3.4 Online World Calling Card Jervice
-1 Rirect Dial Pate Schedule
a. Per Minute Rates applying to all tims parlocde:
§.2500
b. Billing Inccements - Usage ls blilled at an Lnitlial
elxty (&0) second increment and rourded to tha next
highor six (6) second lncrement thereafter.
c. Per Call Surchacge
For domaestic direct dial calle, & 50.65 surcharge will
Pply to each eall.
The following rates and surcharge will apply to calls
which default to a live operator.
Rate Per Minute:
PRBK sosssnrsnsnnsnsanas e £0.213
Off~POAK ::usssnssnnssnssss $U.16
Per call Surcharge ....... $0.65
.2 OnLine World Calling Card Service -
Online Operator Assisted Fate Scheduls
If & customer chooses to access aAn Operator to place a
call, the call will be billed at per minute rates (Dlal
USA) as provided Ln Sectlon 4.1.32.
a. Billing Increments - All OnLine World Calling Card
calls placed with the assistance of an operator will be
billed in one (1) minute Lncrements.
b. Per Call Surcharges - The following surcharge will
apply in addition to per minute rates.
Pesr _Call Charge
Station-to-Statlon ..... ssss 51,50
Person=to=Permon .....:cccexs $31.00
4.4.1.5 WorldOne Services for intrastate use are sold as
an add-on service to the Company's interstate WorldOne
Service. Accordingly, recurrlng and non-recurring charges are
found in the Company’s lnterstate tariff, FCC No. 2, Secticn
6.3.1..
4.4.3.56 Horldone Aseociation
The WorldOne Assoclation program is & benefit package offered
in conjunction with Baslic WorldOne Service, which allows the
individual wusers who are mexbers or employess of the
particlipating organlzation to receive additional product
discounta. Members who alect to participate in the WorldOne
Assoclation program will receive Basic WorldOns products and
OnLine World Calling Card Servica.
lgsued: Effective:
lssued by: Charles J. Gardalla, Vice Presldent-General Manager

Leginlative and Regulatory Affairs




WORLDCOM TECENOLCOIES, INC, SOUTH DAXOTA TARIFF
515 East Amite Strest ORIGINAL PAGE 48

Jackson, MS

39201-2702

‘. SERVICE PESCRIPTIONS AND CHAROES (Cont'd)

4.4

4.4.3

QTHER SERVICE ARPANGEMENTS (Cont'd)

WORLDONE SERVICE (Cont’d)
4.4.3.6 ¥orldone Assoclation (Cont'd)

To qualify for WorldOne Association an crganization generally
must be a (1) Trade asscociatlion representing businesses or
individuals in an Lndustry, profession or businesss
classlfication; {2} Business with franchises, agents
dist¥ibutors, or multiple representatives; (3) Non profit
organization, or; (4) Buying group not organi:ed mecely to
buy the Company's long distance for resale. The qualifying
erganization agrees to meet the following set of criteria
within (6) monthas of undertaking to gquallfy and thareafter
maintain them, and enters into a wrltten agressmant with the
Company for the marketing of the Company's services. 7Ths
group’s sembers who have subscribed to the Cospany’s services
throughout the group must have aggregate billlngs, net of
taxes; promoticnal credite and surcharges of at least 55,000
per month.

The Cosmpany will render monthly statements to the individual
members and the statement received will show all appropriate
discounts. All sums due from members are "he scle property of
the Company, and the Company shall have the sale right to
collect, enforce collection and settle asuch sums. The
Worldone Associatlion merber group shall recelive a monthly
report from the Cosmpany lieting membars of tha group who
subscribe to the Company service under this program.

Unless ctherwise specified in thie tarlff, mezber's usage of
Company service under this plan cannot ba used to gualify for
any other benefits under thie tariff or wnder other
arcangesents beatwesn Company and t' .rd partlies who undertake
to market the Company's services. Assoclation discounte for
WorldOne Services are cutlined below.

Hornth-to-Month assoclation customer on WorldOne Service will
receive the one (1) year term rates, no Extended Service Plan
("ESP") will be required; One (1) year term or two (1) year
term assocliation customers on WorldOne Service will receive
the two (2) year term rates, ESP for Assuclations is regquired.

The conditlons of the WorldOna Service Extonded Service Plan
(*E5P=) am filed in the Section above will apply for WorldOne
for Amsocclations ESP agresments.

OnLine World Callling Card Service is not avalilable for
Auwpociation discounte.

Monthly ESP
Switched Cutbound $0.1500 £0.1450
Switched Toll Free 50.1500 50.1450
Dedicated Cutbound £0.1050 $0.1000
Dedicated Toll Free 50.1050 50.1000

Issued:

Issued by:

Effective:
Charles J. Gardella, Vice President-General Mamager
Legislative and Regulatory Affairs




[ WORLDCOM TECHNOLOOIES,
51% East Amite Strest
Jackson, MS 39201-2702

INC.

4.  SERVICE DESCRIPTION AND CHARQES (Cont’d)

r 4.4

OTHER SERVICE ARPANGEMENTS

{Cont*d)

4.4.¢ WorldMark Service

b 4.4.4.1

"toll

avallabllity of outbound,

calling

Pescription

WorldMark Service offere a unified service for single or
multli-locatlion
WorldMark calling card origination a~d switched or dedicated
Tha WorldM.ck package includes the
inbound (toll free) products with
peak and off peak rates and a non time-of-day sensitive,
cffering tha most

customars wuslng wswitched,

free” termination.

card product, as well as,

comprehensive performance guarantees available.

WorldMark Service cffers cross-contributory product volume
discounts on swltched

{tall

WorldMark Sarvice products,
dadicated,

WorldMark Service offers an additional discount on switched
and dedicated cutbound and toll free products for customera
2 willing to sign a term commltment. Peak and of f peak rates,
rate periods and billing increments can be found in below.
Optional Ieatures can be found the Company domast ic tariff Fcc

and dedicated,
frae)

outbound and inbound

Mo, 4, Section C - Rates and Charges.

Multiple services and/or multiple custcmer locatlons using
WorldMark Service can contribute to individual product voluze
commitment.
WorldHark Operator Services and Directory Assistance usage is
included Iin determining product

discounta

not

and the overall monthly minimum

eonthly minleunm usage.

4.4.4.

L I R A B I O

Descriptions,
Taclff No. 2,

2 WorldMack “toll free~ Switched and Dedicated
secvice Options

Toll Free Dlrectocry Aosletance

Message Referral

Call Area Selection

Dialed Number Identificatlon Service (DNIS)

Call Dietributor

Exchange Routing

Hultl-Carrier Toll Free Service

Percentage Allocation Routing

Call Zone Routing

Real-Tima AMI (RTA)

Route Completion

Tiza of Day. Day of Week, Pay of Year routing

Rates and Charges:
Section C.

SOUTE DAKOTA TARIFF
ORIOIMAL PACE 49

dedicated,

outbound and inbound
products based on combined usage of multiple
including domeastic ewitched and
{roll freae) product usage,
calling card and switched and dedicated WorldMark data product
usage.

volume discounts and

Provided in our Domestic

Iesued:
Issued by:

Effactive:

Charles J. Gardella, Vice President-General Manager
Lagislative and Regulatory Affairs



WORLDCOM TECHNOLOGIES, INC. SOUTE DAXKOTA TARIFF
515 East Amite Etrest . ORIGINAL PACE 50
Jackson, MS 39201-2702

4.  SERVICE DESCRIPTION AND CRAROES (Cont'd)
4.4  OTHER SERVICE ARBANGEMENTS (Cont‘d)

4.4.4

WorldMark Service (Cont‘'d)
4.4.4.3 WorldMark Service Quarantees

The following is a list of guarantees for each product offered
under this service that will automatically compensate the
customer whan stated product performance levels are not met.
The customer‘s right to receive the WorldMark Guarantees as
set forth will depend upon the Company‘s recelpt of customer’s
full payment of each monthe’ Llnvuice. In the event thea
customer’'s account becomaes past due, the Cospany reserves the
right to vold all rights to WorldMark's Service Satiefaction
Guarantees ande Service Restoratlon Guarantees as defined

hereln. -

-1 WorldMark 1+ Switched/ Dedicated Service

a. < v = WorldMark
customers of wswitched outbound service will be
installed within five (5} full business days from
the date the customer signed the service order.
WorldHark customers of dedicated outbound service
(limited to WorldCom Tler One citles) will be
installed within eighteen (18) full business days
from the date the customer wsigned the service
order.

i. Customer Compensation - For each day the
WorldMark sewitched or dedicated outbaund
installation interval is exceeded, a credit
for esach day’'s usage for the affectad
service will be issued. The average dally
usage amount is carlculated from the first
complete billing peried. In addition,

=~ customers wlll receive credit for their
®  inestallation and first esnth’'s access line
chargas.

. secrvice Satiefaction Guarantee - Company will pay
the local access and interaxchange carrier
sarvice installation charg's to return the
customer to thelr previous carrier and ecircult
configuration Lf they are not satisfled after one
hundred twenty (120) daye with ocur wservice.
Relmbursement will be limited to the levels of
service in the previcus configuration.

1 = Company
guarantees that it will restore ocutbound service
interruptions within thirty (30) minutes from the
time the customer inltiates the trouble call.

i. Customer Companpaticon - If the restoratlon
interval is excesded, Company will
automatically lessue a credit equal to one

= (1) day's average usags chargas. The
averags dally usage amount Llw calculaced
from the first complete billing period.
Limited to one (1) credit per day, not to
exceed thirty (30) credits in one (1)
month.

Issued:
lssued by:

Effective:
Charles J. Gardella, Vice President-Ceneral Manager
Legislative and Regulatory Affairs




WORLDCOM IIEIIUIDGIII, INC.
515 East Aaite Btrest
Jacksom, MS 39201-2702

SOUTH DAKOTA TARIFF
ORIOINAL PAOE 51

4. SERVICE DESCRIPTION AND CHARCES (Cont'd)

&

-4 QTWER SERVICE ARPANGEMENTS (Cont‘d)

4.4.4 worldMark Service (Cont‘d)
4.4.4.]

|

WorldMack Service Cuarantees (Cont‘'d)

HorldMark Toll-Free Service

= WorldMark
customera of wswitched inbound service will be
installed within five (5) full business days from
the date the customar signed the service order.
WorldHark customers of dedicated inbound service
(limited to WorldCom Tier Cne cities) will be
installed within eightesn (18) full business days
from the date the customer signed tha sarvice
ordar.

L. Customer Compenesation - For esach day the
WorldMark weswitched or dedicated inbound
installation interval ile exceaded, a creditc
for each day's usage for tha affected
service will be lesued. The average daily
usage amount is calculated from tha first
completes billing pericd. Limited to one
(1) credit per day, not to exceed thirty
{30} credits in one (1) month. In
addition, the monthly WorldMark tocll-free
sarvice fee will be credited and dedicated
customers will receive credit for thelr
installation and first month's access line
charges.

(] fz) -

Additional toll=free numbers will be added to
existing WorldMark switched or dedicated inbound
service within one (1) full busineas day. This
guarantes is not applicable if the additional
number requires the inestallation of additional
dedicated access lines or Lf the FCC-imposed
restrictions on the availabllity of toll-free
nuzbers necessitates a delay beyond Cosmpany’s
control. In addition, Company makes no warranty
on ocur abillity to overcome delays caused by
competitors when porting existing nuzbars.

L. Cuatomer Compengation = For each day the
additional number installation interval is
exceeded, a credit for each day's usage
will be lssued for the affected service.
In additlion, the monthly WorldMark toll-
free service fee will be credited for the
affected mervice.

= HNew
WorldMark toll-free service feature
configurations will be installed in one hundred
twenty (120) minutes or less from ths ti=s &
request ie recelved by our WorldMark Custoser
Service Support Center. Toll-free feature change
requests are limited to three (3) per hour,
limited to ten (10) changes par featuras.

Isoued:

Issued by:

Effective:

Charles J. Cardella, Vice President-General Hansger

Legislative and Regulatory Affairs



WORLDCOM TECENOLOGIES, INC. BOUTR DAKOTA TARIFF
515 East Amite Btreest ORIGIMAL FAOE 53
Jackson, M8 392101-2702

4. SERYICE DESCRIPTION AMD CHARGES (Cont‘d)
4.4 OTHER SERVICE ARPANGEMENTS (Cont’d)
4.4.4 WorldHdark Service (Cont'd)
4.4.4.3 WorldMark Service Quarantees (Cont'd)
.2 WorldMack Toll-Free Service (Cont’'d)

d. Feature Feconfiguration Guarantee - Predetermined
WorldHark toll=free sarvica feature
configurations will ba implemented in aixty (60)
minutes cor less from the time & reguest is
recelved by our WorldHark Customar Support
canter. Toll=free feature change regquaests are
limited to three (J) per hour, limited to ten
(10) changes per featura.

u. gervice PReconfiguration <duarantes = Company
guarantess that it will implement any predefined
alternative routing schemes ior WorldHark toll-
free wservice and/or (features Ln thirty (30)
minutas or less from the time & request ie
received by our WorldMark Customar Support
Center. Toll-free feature change requests are
limited to three (J) per hour, limited to ten
{10) changes per feature.

1. Cupterer Compeneaticn - I1f the service or
feature Lnetallation and/or reconfiguration
interval (s exceeded, the customer will
automatically receive a credit equal to cne
day‘s average usage charges for WorldMark
toll-free service and WorldMark toll-free
monthly recurring soervice and feature
charges for the affected service.

£. Service Satisfacticn Guarsntee = Company will pay
the local access and Interexchanges carrier
service installation charges to return the
customer to their pr.vious carrier and circuit
configuration Lif they are not satiaflied aftaer one
hundred twenty (120} days with our wservice.
Reisbursement will be limited to the levels of
mervice in the previous configuration.

g- Service Restoration <Cuarantee o3 Cospany
guarantees that it will rostore inbound service
interruptiona within thirty (10) minutes from the
time the customer initiates tha trouble call.

L. Customar Compengatizn - If the restoration
interval is exceoded, Company will
automatically Lesue & credit esgual to one
(1) day's average usage charges. Thae
average dally usage amount is calculated
from the first complete billing perlod.
Limited to one (1) credit per day, not to
exceed thirty (J0) credits in one (1)
month.

lanued: Effective:
lssued by: Charles J. Gardella, Vice Fresident-General Manager
Legislative and Regulatory Affalre




WORLDCOM IECENOLOGIES, INC. SOUTH DAKOTA TARIFTF
515 East Amite Strest ORIGINMAL PAGCE 5]
Jackson, MS§ J%101-32702

4. SERVICE DESCRIPTION AND CHARQES (Cont'd)
4.4 OTHER SERVICE ARRANCEMENTS (Cont’'d)
4.4.4 WorldMark Secvice (Cont‘d)
4.4.4.3 ¥orldMark Service Guaran'ses (Cont'd)
-3 HorldMark Calling Card Service

a. Installasion Interval Cuarantes - Cosmpany will
deliver WorldMark calling carde within five (5)
business days from the date the service order is
signed. Upon wigning a wsarvice order for
WorldMark Calling Cards, & complimentary twenty
(20) minute PhonePase prepalid card will be issued
for sach calling card o iared.

i. Cuptomer Compensation - If the installation
interval is exceeded, & $15.00 credit will
be Lissved for each distinct WorldMark
Calling Card number.

b. Service Festoration Guarantee - Coepany
guarantees that it will restore WorldMark Calling
Card service interruptions within thirty (30)
minutes or less, upcn notification to the
WorldMark Customer Support Center.

L. Customer Compenpation - Company will
automatically Llssue & $15.00 credit LI
WorldMark Calling Card Service is not
restored within thirty (30) minutes. Limit
ona (1) cradlt per acoount par day, not ts
exceed thirty (30) credits in one (1)
ecnth.

€. Card Security Quaraniee - If the customer'as
WorldMark Calling Card Le deactivated due to toll
fraud, they may call our WorldMark Customer
Support Center and receive a free twenty (20)
minute PhonePase prepald card numbaer to uss untlil
we lssue another calling card.

4.4.4.4 WorldMark Secrvice Liability

i | With thirty (30) days prior written notice, the Cosmpany
reserves the right to discontinue providing WorldMark Service
to a customer if the Company issues {ive (5) or more
rastoratlon credite in 8 thirty (30) calendar period.

a. In the event the Company cancels WorldMarck
Service In accordance with Sectlon 4.5.10.4
above, the Ceompany wlll relzburse the custoner
tha charges directly related to thes switch back
{the *Qualifying Charges”™ ) based on the
customer‘s prior network configuratlion, not to
exceed the amount pald for Linstallation of
WorldMark Service.

b. Any WorldMark Switched Back Reilmbursement due
hereundar as described above, shall be due and
payable to customer on or before wesixty (60)
calendar days from the time the Company notifies
the customer of the cancellation of WorldHark
Services.

lasuad: Effectivae:
lssued by: Charles J. Gardella, Vice President-Ceneral Manager
Legislative and Regulatory Affalrce




SOUTH DANKOTA TARIFF

TECHENOLOOIES, INC.
ORIGIMAL PAGE 54&

WORLDCOM
€15 East Amites Strest
Jackson, MS 39201-2702

4.  SERVICE DESCRIPTION AND CHAROES (Cont'd)

4.4 OTHER SERVICE ARPANGEMENTS
4.4.4 WorldMark Segrvice (Cont'd)

¢.4.4.¢  Horlddark Service Liabllity (Cont’d)

c. Paymant cf the WorldMark Switch back
Relmbursesent may at the customer‘s optlon, be
made by welther (L) & credit against the
custcomer’s than-current charges for services

. provided by the Company, Lf any; or, (ii) a check
drawn on a Unlted States bank and payabls in
United States dollarwe. S5ald paysment =ay be
withheld if custcmer is in past dues mstatues with
the Company.

{Cont'd)

-] In addition to the liabllity provielons specifically
provided in this wection, all other Rules and
Regulations for liability as filed in Section 3 -
General Rules and Regulations will also apply to
WorldMark Services.

Usage Charges
.1 Eate Periode

4.4.4.5

Benk

All calle that occur betwean 7 A.M. through 63159 P.M.,
Monday through Friday, except on Cospany-recognized
holidays.

¥
All calls that cccur between 7 P.M. through 6159 A.M.,
Monday through Friday, and all calls betwesn 7 P.M.
Friday and 6159 A.M. Monday and Company-recognized

holidays.

ad Ellling Increments
Domastic switched and dedicated access, outbound and
inbound (toll frewe) product calls are billed in sightesan
{18) mecond initlal increment: and additional lncrements
of six (6) seconds. WorldMark Calling Card Le billed at
an inltial eixty (60) msecond incroement and rounded to
the naxt higher elx (6) second incremant thoreafter.
All fracticnal per call chargoes will be rounded to the
noarest whole cent.

-3 Worlddark Pate Schedules
a. WorldMark Switched Rate Plans
L. Base Rotes - Switched

~Eeak_ Qff Peak

Switched Outbound $0.1150 £2.1150
Switched Tall Free £0.1200 $0.1200

lssued:
Ispued by:

Effective:
Charles J. Gardella, Vice Prealdent-Ceneral Manager
Legislative and Regulatory Affalrs



WORLDCOM TECHNOLOGIES, INC. SOUTH DAKOTA TARIFT
515 East Amita Strest ORIGIMAL PAGE 55

Jackson, M’ 39201-2702
‘4. BERVICE DESCRIPTION AND CEAROE§ (Cont‘d)
4.4 OTHER SERVICE ARRANGEMENTS (Cont“d)
4.4.4 WorldMark Service (Cont'd)
4.4.4.5 Usage Charges (Cont‘d)
-3 HorldMark Rate Schedules (Cont'd)

a. WorldMark Switched Rate Plans (Cont'd)
ii. Term Disccunte
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5 11L. Switched Volume Discounts = This discount will

apply if the customer's monthly veluse of traffic
exceeds their committed voluse significantly.
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i— [TLT- - ] s | SSE- b aw [ 5= [ el ] 0
e & 11 500 G axe (51 (% ) ans 1= B-1 ]
Oy B A ZT30000 (T s (et ens L [E-11 [E
Copem | AL e L] (T4 1 LT L] (& 1 (B
g £ TN sxs [ [r 1% e [T [Fe (8.1
b. WorldMark Dedicated Rate Plans
L. Base Rates - Dedicated
—FPeak Qif Peak
Dedicated Outbound 50.0900 $0.0900
Dedicated Toll Free $0.0950 $0.0950
ii. Term Discounts
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L] AT i Fomi o Fena LY T Pt Feia o P
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i1i. Ppedicated Volume Discounts = This discount will
apply if the customer’s monthly volume of traffic
exceeds thelr committed volume significantly.
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losued: Effective:
Issued by: Charles J. Cardella, Vice President-General Manager

Lagimlative and Regulatory Affairs




WORLDCOM TECEMOLOGIES, INC. EOUTH DAKOTA TARIFF
515 East Amite Street ORIOIMAL PAGE 56
Jackson, WS 1319201-2702

4.  SERVICE DESCRIPTION AND CEARQES (Cont'd)
4.4 QTHER SERVICE ARPANGEMENTS (Cont’d)
4.4.4 WorldMark Service (Cont‘d)
4.4.4.6 MorldMack Calling Card Service

-1 Rirect Dial Rate Schedulw
.. Par Minute rates applylng to all time periode:

Per Minute rate $0.2500
b. Bililng Incremente
Demestic calls are billed in eixty (60) msecond

initial increments and additiconal incresmeants of
eix (&) meconds.

c. Per Call Surcharge

i. Per Call Surcharge 50.2500

ii. The feollowing rates and surcharge will
apply to calle which default to a live
Cperator.
Per Minute rate 50.2500
Per Call Surcharge $0.5000

-2 HorldMark Calling Card Service = Operator Assisted Rate
Scheduls

1f a custcmer chocses to access an operator to place a
call, the call will be billed at the per minute rate
balow:

Per Minute Rate $0.5000

a. Billing Incresentis

All WorldMark Calling Card calls placed with the
asnistance ©f an operator will be bllled in one
(1) mirute lncresents.

b. Per Call Succharge

The following surcharge will apply Lin addition to
the per minute rates above.

Statlion-to-Statiom....... $1.50
Person-to-Perecn.....-... $3.00
Basic SurchArg@®...scosss . 50.50

4.4.4.7 BorldMark Service and Feature Chargem

A description of the chargeables sarvices and
features, Including w=onthly recurring, non=-
recurring charges and per msinute surcharges
assoclated with WorldHMark Service can be found in
the Company’s Domestic Tariff, FCC No. 1.

lasuad: Effectiva:
Issued by: Charles J. Gardella, Vice Fresident-General Manager
Legislative and Regulatory Affalirs




WORLDCOM TECHNOLOOIES, INC. SOUTH DAXOTA TARIFY
515 East Amite Strest ORIGINAL PAGE 57
Jackson, M8 319201-2702

4.  SERVICE DESCRIPTION AND CHAROES (Cont‘d)

4.4

4.4.4

QIUER SERVICE ARPANGEMENTS (Cont'd)

WorldMark Secvice (Cont d)

4.4.4.8

Customers who terminate service prior to the end of the term
of commitment in any manner will be liable for a cancellation
penalty equal to the monthly minimum 5il1ling commitment timas
the number of months remaining in tha Customsr cosmitment
pariod through the expiration of tha first year. ir
applicable, 25% of the balance rea.ining (monthly minimum
billing commitment tl=es the numbaer of remalning monthe in the
contract beyond the first year) will also be included (per
service type). 1f the termination becomes effective after the
completion of the first year, than the charge shall be equal
to 25 of the balance remaining (monthly minimum billing
cormitment times the number of months remaining in the
contract). The following cancellation penalty will apply
unless the customer Aimmediately converte to another Cosmpany
service with equal or greater term and minizum uSAge
requirement commitments, and Customer continues to use such
Company wsarvice for a poricd of months egual to or greater
than the number of months resaining in the term during which
the conversicon takes place.

LDDS WorldCom Calling Card Service
4.4.5.1 Rescription

LDDS WorldCom Calling Card service im avallable to resldantial
and commerclal Company Customers. Customers may place
domestic and international long distance calls using this
pervice. Calling card access can be from elther a tone
generating or rotary-dial telephone and is gained by dialing
the Company's toll free access number, and/or 10XXX, 950-XXXX
depending on avallabllity. Several avallable features include
Call Recrginaticn, Call Correcticn, Call Relay, Operator Time=
Out, International Origination and Termlnation Service.

4.4.5.2 Pirect Dins]l Rate Schedule

-1 Per Hinvte PRate Schedule applying to all Time
Eericds
Fer Mlnute Rate £€0.2500

2 Billing Incremente
Domestic calle are bllled in sixty (60) second
initial increments and add:tional increments of
aix (6) seconds.

-4 Eer Call Surcharge

&. The Par Call Surcharge is in addition to
the per minute rate found in .1 above:

Per Call Surcharge $0.40

b. The following Per €all Burcharge Ls in
additicn to the per minute rate found im .1
apcve and will apply to calles which dafault
to a live operator only.

Per Call Surcharge £0.65%

ioeued:

lesuad by:

Effective:
Charles J. Cardella, Vice Presldent-CGeneral Manager

Leginlative and Regulatory Affaire




WORLDCOM TECENOLOGIES, INC. SOUTE DAKOTA TARIFTF
%1% East Amite Street ORIOINAL FAGE 58
Jackson, M8 39201-2702
4. SERVICE DESCRIPTION AND CHARGES (Cont‘d)
4.4 OTHER _SERYVICE ARPANGEMENTS (Cont’d)
4.4.5 LDDS WorldCom Calling Card Service (Comt'd)
4.4.5.2 Orerator Apsisted Rate Scheduyle

This calling card schedule applies to all custcmers who place
a call with the assistance of an operator.

Paciods
Per Minute Rate £0.65

-2 Billing Incremente

LDDS WorldCoa Calling Card calle placed with the
assistance of an aperator will be billed Ln sixty
{60} wecond Initial increments and additional
incresents of slxty (60} meconds.

-3 Ber Call Surcharge

The following surcharge will apply in additlion to
the per minute rate found in .l Aabove

Fer Call Surcharge

Statlon-to-Statlion $1.50
Perscn-to=-FPerscn $3.00
4.4.6 LDDS WorldCom TalkAround Calling Card

4.4.6.1 - This Calling Card schedule applies to all custcmers
who subseribe to eone of the Company’'s residential leng
distance services.

4.4.6.2 Rirect Dial Pate Schedule

. Per Minute Fate Schedyle applving to all Tioe
: Eeriods

Per Minute Rate $0.3000

2 Billing Incresente

Calles are bllled in asixty (60) second initial
incresments and additlonal incresents of sixty
{60) wmeconds.

«d Fer Call Surcharae

a. There ie no Per Call Surcharge for direct
dialed callae.

b. The following Per Call Surcharge is In
addition to the per minute rate found in .1
absve and will apply to calle which default
tc a live operator anly.

Per Call Surcharge 50.5000

Isouad: Effective:
ITssued by: Charles J. Gardella, Vice Prerldent=-General Manager
Legislative and Regulatory Affalrs




WORLDCON TECENOLOOIES, INC,
515 East Amite Strest
Jackson, MS 39201-2702

SOUTE DAKOTA TARIFF
ORIOINAL PAOE 59

4. SEERVICE DESCRIFTION AND CHAROES (Cont'd)
4.¢ QIHER SERVICE ARFANGEMENTS (Cont'd)
4.4.6 LODS WorldCom TalkAround Calling Card (Cont’d)

d.4.6.]

ol
Hileage
~Band ___

0= 10
11 = 16
17 = 22
23 = 10
31 = 40
41 - 55
56 - 85
86 - 124

125 = 244
245 - 1000
1000 «

.2

. |

£.4.6.4

Querater Aspleted Rate Schedule

This calling card eschaduls appllss to all
customers who place a call with the asslstance of
an operator.

Pec Minute Rates
Day Evening Night /Weakend

ist Add*l. st Add*l. lst Add*l.

$.2100 §.15%00 §5.1575% 5.1125 $-1260 §.0900
.2100 -1500 1575 .1125 1260 0900
.2600 . 1600 «1950 .1200 .1560 0960
. 3000 .1800 2250 -1150 .1800 «1080
. 3400 .2100 .2550 1575 2040 1360
. 1600 .2400 .2700 «.1800 2160 1440
- 1900 . 2500 .2925% -187% 2340 « 1500
. 4000 -2600 - 3000 .1950 .2400 « 1560
.4100 «2700 3078 .2025 2460 « 1620
4300 «2900 «3225 «2175 2580 +1740
4400 3000 «3300 2250 L2640 -1800
Billing Incgesants

LDDS WorldCom TalkAround Calling Card calls
placed with the asslestance of an operator will be
bllled in wilaty (€0) wsecond Llnitlal lncresents
and additiconal incresments of sixty (€0) seconds.

The following surcharge will apply in addition tc
the peor minute rate found in .1 abowve

Par Call Surcharge:
Station-to-Station $1.50
Person-to-Person $3.00

IalkAround Calling Card Asgsociation - The
TalkAround Calling Card Assoclation progras is a
baneflt package offered in conjunction with baslec
resldential TalkAround Calling Card which allows
the individual vsers who are mesbars or a=ployees
of the participating crganization to recelve
additional product discountes. Members who slect
to participate In the TalkAround Assoclation
program will receive a discounted flat rate for
the service.

To gquallfy for cthis rate an organization
generally must be a: (1) Trade Association
representing buslnesses or Lindividuale In an
industry, profession or business classification;
(2} Busineans with franchises, agents,
distributors or eultiple representatives; (3)
Mon=profit organization, or (4) Buying group not
organized merely to buy thas Company's long
distance for resals.

Issuad:

Effective:

lssued by: Charles J. Cardella, Vice President-Cenaral Manager
Leglslative and Regulatory Affairs




WORLDCOM TECENOLOGIES, INC. SOUTHE DAKOTA TARIFF
%1% East Amits Btreet ORIOINAL PAOE &0
Jackson, M8 J9301-2702

4. SERVICE DESCRIPTION AND CEARGES (Cont'd)
4.4 OTHER SERVICE ARBANGEMENIS (Cont‘'d)

4.4.6

4.4.7

Lo0S ¥Warldteom TalkAround €alling CAKd (Cont°d)
4.4.6.4 TalkAround calling Card Asgoclation (Cont'd)

The gualifying organization sust meet the follewling criterla
to recelive the speclial discounted rate:

o | Associations = Must have 5,000 or @more

- professional members (e.g., Cartifled Public

Accountants, American Medical Assoclations, State

Bar Assoclatlons) ard allow us to teleamarkst or

direct mall thelr sambarshlip roster for
promotional reasons.

-4 Collegen/Universisieg - Must have 5,000 or more
mezbers and allow us to telemarket or direct mall
thelr sembershlp roster for promotional reasons.

.3 Companjleg = Must have & minleum of 1,000
ezployees and allow us to telemarket or direct
mall thelr eaployees for promotional reascns.

.4 Rirect Dialed Rate Schedule applving to all Time
Beriode:

Foer Minute Rate $0.20

] Billing Incrementy - Domestic calls are billed in
sixty (60)  weecond Initial Aincressnts and
addictional incresents of sixty (60) eseconds.

o Per cCall Surcharge = There v no per call
surcharge for Aesoclatlion direct dialed calls.

All other wservices or the TalkAround Callling
Card Assoclation willi be the same wservices and
rates as filed for the baslc resldantlal
Talkhround Calling Card in the above Ssctions.

EHONEPASS JUBVICE
4.4.7.1 Pescriptlon = FPhonePase Service 1s a switched

service that enables the end-user to place calles charged to
prepald phone cards lesued by the Company. The end=-user
accesses the network by dialing the appropriate Cospany Toll
Fres number printed cn the back of the card. Each toll fres
nuzhe&r accesses a4 custom greeting designated by the custosmer.
Language menu selecticn Lles avallable (f reguested by tha
customar.

The PhonePass Card is avallable in five (%) or mors unit
denocminations at a flat rate per unit. Cards andfor Codes are
issusd with an explration date of wsix (6), twaelve (12) or
ajightesn (18) months from the date of the code or eix (6) or
twelve (1) monthe {rom [iret usage. Firet use Le anytise the
toll free nusber and code are entered by the code holder. A
terminating number Ls not necessary in starting ths time
pericd for reactivation on first use. The number of availabls
Company PhonePass Cards ls subject to technical limlitation.

lssuad:
Ismued by

Effective:
Charles J. Gardella, Vice President-General Manager
Legislative and Regulatory Affairas
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WORLDCOM TECENOLOGIES, INC.
515 East RAmits Strest

EOUTE DAKOTA TARIFF
ORIGINAL PAGE 61

Jackson, MS 39201-2702

4.  SERYICE DESCRIPTION AND CHAROES (Cont'd)
4 QIHER SERVICE ARPANGEMENIS (Cont'd)

4

4.4.7

PHOMEPASS SERVICE (Cont’d)
4.4.7.1 Description (Cont'd)

The Company is not llable or responsible for theft, loss or
unauthorized use of cards or card nusbers. The Company will
not refund or issue credit on unused units of the PhonePass
Card. The customer(s) of PhonePass Service Lis sclely
responsible for the payment of all applicable federal, state
or local use, exclse, sales or pri’ .lege taxes, dutles or any
similar fees that may be assessed by any governmantal body or
regulatory authority in connection with the ssrvice.

4.4.7.2 Availability - PhonePass Service is avallable
twenty-four (24) hours a day, seven (7) days a week. Card
avallability is limited and shall be handled on a first coma,
firat sarved basie. PhonePase Service can be accessed through
tocuchtone telephones only. 900 calle cannot be made on the
PhoneFPass Carcd.

PhonaPass Service may be made available from time to time with
certain prosctlional offeringe.

4.4.7.3 card Depletion/Rerewal op Sxoiration - Each time
the card is used, the snd-user hears a cessage stating the
amcunt of minutes remaining on the card. Sixty (60) seconds
pricr to the card being depleted, the user hears a warning
announnting the time remaining on the card.

4.4.7.4 4 T i «
«1 Unit = A unit is egual to one (1) minute of domastic
lang distance time. The U.5. includes all fifcy (50)

contiguous states. Additional unite per minute Are charged
for all other destinaticn.

.2 Retailer - Wholesale product customer.
“3 End User - Wholesale customer’s customer.
4.4.7.5 Ugage Charges - The applicable usage rate depends

upon the Service Option selected by the customer. Two options
listed below in Sections 4.5.12.5.1 and 4.5.12.5.2 are
avallable for the customer to choose. Calls are billed in cne
{1) minute increments and are debited against the PhonePass
Sarvice Card. Cards and/or Codes are valued based on a numbar
of call Units. Rates for PhonePame Service may vary depending
on the commitment term, total purchase coomitment, card
printing or packaging and collector purchass rights. All
unite purchased for the eole purpose of resale, must be
purchased with a generic PhonePase Card. If a customer
purchases units from the Company for promotion and not resale,
the customer may be entitled to a custom PhonePass card
printed by tha Company. Cards being used for resale are
avallable in S, 10, 20, 30O, 60 and 100 unit denocminations.
Cards purchased for promotional purposes can be set with the
nurber unlte determined by the customer.

lasuad:

Iesued by:

Effective:
Charles J. Gardella, Vice President-General Hanager

fonialarive and Barulartare Affalira



WORLDCOM TECHNOLOG
515 East Amite Strest
A9201-2702

Jackson, M3

SOUTE DAKOTA TARIFF

1ES, INC.
ORICIMAL PAGE 62

4. BERYICE DESCRIFTIONS AND CHARGES (Cont'd)
4.4 QOTHER SERVICE ARRANCIMENTS (Cont’d)

4.4.7

PHONEPASS SERVICE (Cont’d)
4.4.7.5 Usage Charges (Cont’d)

.1 - - The customer =ay
cbtain Generlc PhoneFass Cards as a one-time purchasa with
full payment due uporn delivery or with a one (1) or two (2)
year commitmant with payment due prior to dellvery of sach
crder. Upon acceptance by Company, the Term Cosmiltment
discount wlll be applied to each partlal order of PhonaPass
Cards and/or Codes. Installment (Partial Order) payment must
be made fifteen (15) days prior to issuance of the Cards
andfor Codes. At the end of the one (1) year or two (2] year
commitment period or upon request for cancellation by the
customer, the customer must pay the difference batween tha
Term Commitment amount purchased and the initial Term
Commitment amount, if the commitment hac not been met. The
Company may terminate a purchase commitment plan in order to
allow the customer to agree to a higher "number of Units”™ Term

Commitment.
the neareat cent.
as follows:

a. re-Tire Purchase

PhonePass Carde will be scld at prices roundad to
The rate per unlt and purchase volumas are

5 250 - 2,499 £5.2700
2,500 = 4,999 0.2550
5,000 - 9,999 0.2400

10,000 - 14,999 0.225%0
15,000 - 24,999 0.2150
25,000 - 49,999 0.2000
50,000 - 99,999 0.1500
100,000 - 199,999 0.1750
200,000 - 299,999 0.1650
300,000 - . 0.1600

b. - I onk ont

Purchase Volure L

§ 2,500 - 4,999 $0.2400

5,000 - 9,999 0.2250
10,000 - 14,999 0.2150
15,000 - 24,999 0.2000
25,000 = 49,5599 0.1900
50,000 - 99,999 0.1750

150,000 - 199,999 0.1650
200,000 - 299,999 0.1600
300,000 - . 0.1550

c. 2=Year Term Monthly Commitrent

‘olume :

$ 2,500 - 4,999 $0.2300
5,000 - 9,999 0.2150
10,000 - 14,999 0.2000
15,000 = 24,999 0.1%00
25,000 - 49,999 0.1750
50,000 - 99,999 0.1650
100,000 - 159,999 0.1600
200,000 - 299,999 0.1550
300,000 - . 0.1500

lasued:
Issued by:

Effective:

Charles J. Gardella, Vice President-General Manager

Legislative and Ragulatory Affairs




IES, INcC. SOUTH DAXOTA TARIFF

WORLDCOM TECHENOLOG
51% East Amite Btreat ORICIMAL PACE €1
Jackson, M8 13%201-2702

4.  SERVICE DESCRIPTIONS AND CHARQES (Cont'd)

4.

¢ OTHER SERVICE ARRANGEMENTS (Cont‘d)

4.4.7 PHONEPASS SERVICE (Cont‘d)

4.4.7.5 Usage Charges (Cont’d)
-1 Option A - Generic Wholesale Cards (Cont*d)
d.  Retail Rate

5 1 - 250 ¢0.4000

-2 Betall Option - GCeneric Cargs - The following rate
schedules apply to the end-user. The retailer has the optlion
of setting the retail rate at the following rates based on the
level of purchase and/or commitment. If the retailer would
prefer to wsell at any of the retall rates above their
speclfied purchase level of commitment, they may choose any of
the preset rates listed below:

Option A - Cenecric Cardy

s 250 - 2,499 $0.4000
2,500 - 4,999 0.4000
5,000 = 9,999 0.4000
10,000 - 14,999 0.3500
15,000 - 24,999 0.3300
15,000 - 49,9%% 0.3000
50,000 - 99,999 0.2700
100,000 - 199,999 0.2500
200,000 - 299,999 0.2200
300,000 - - 0.2000

«d Rirectory Apmistance - Carde will be decreased by the
following unit(e) for each use.

2 Unite
INTELENET
4.4.8.1 Rescriotion

Intelenst offers a full service voice product for single or
multi-location customers using ewltched or dedicated, and
calling card origination and switched or dedlcated toll-free
termination. The Intelenet package includes a single flat
rate for both peak and off-peak dedicated and switched usage
and offers discounts for customers willing to wsign a term
commitzent of month to month, twelve (12) or twanty=-four (24)
months and/or a willingness to commit to a spacific dollar
volume of monthly minimum usage.

lesued:

lamued by:

Effoctive:
Charles J. Gardella, Vice President-Ceneral Manager
Legimlative and Regulatory Affairs
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WORL.COM TECEMOLOGIES, INC. SOUTE DAKOTA TARIFF
515 East Amite Streat ORICINAL PAGE &4
M8 1393201-2702

4.  SERVICE DESCRIPTIONS AND CHARGES (Cont'd)
4 QTHER SERVICE ARRANGEMENTS (Cont'd)

4.

4.4.8

INTELENET (Cont'd)
4.4.8.1 Reacrieption (Cont d)

The minisus sonthly commitment will be based on nat charges
for service (after discounts have been appllied) and sust be
reached by the fourth lnvolce period and monthly thersafter.
Multiple services and/or multiple locations using Intelenet
can contribute to the overall monthly commit=ent; however, the
customer sust allocate the minimum by service and location.
All Lnbound and ocutbound domestic and international, calling
card, Aintrastate wservice and Ilnternet access charges,
including local wservices (Lf applicable) contribute to
determining the monthly minimus usage with the sxception of
enhanced fax, conference calling and non-recurring charges.

If a custoser*s monthly service us>ge charges for any msonath in
the term ars less than the monthly commitment agreed upon, the
customer wshall pay the cosmpany the difference batween the
monthly usage charges and the eonthly commitment in addition
to charges for sarvice.

Whean the customer has completed the term coomitment, service
will sutosatically be renewed for additlional tera(s) of the
agres=ent unless the Company has recelved the customer's
written notice to terminate the service on not less than sixty
{60) days prler to the then existing term explration date.
Customers who termlnate service prior to the end of ths term
in any manner other than stated will be liable for a service
teranlnation charge of an amcunt equal to tha greaater of tha
following, unless custcaar converts Lo ancther Company sacvice
with equal or greater term and silnimum ukage commitment:

1 If the terzmination becomen offective prior to the
coopletion of the first year of the Customer
Term, then the charge shall be an amount sgual to
the monthly bllling commitment times the nuaber
of months remaining in Term through the
explration of the first year. If applicable,
twanty-five percent (2%%} of the balance
rezalning (monthly bi’ling cosmitmeant tises the
nusbar of resalning mo.uths in the Term beyond the
first year) will aleo be included.

«d If the termination becomes effective after ths
completion of the first year, then the charge
shall be an amount egual to twanty-five percent
(25%) of the balance remalning (msonthly billing
commitment times the nuss ef sonthe re=aining
in the Term).

In addition, the customer will be regquired to repay any
promotional credits that were applied, and any charges
reimbursed or walved.

Isaued:

lessued by:

Effective:
Charles J. Gardella, Vice President-Ceneral Manager
Leglslative and Regulatory Affairs




WORLDCOM TECHENOLOGIES, INC. BOUTE DAXOTA TARIFF
515 East Amite Btreat ORIGINAL PAOE &5
Jackson, ME 39201-37032

4.  SERVICE DESCRIPTIONS AND CHARGES (Cont'd)
4.4  OTHER SERVICE ARBANCEMENTS (Cont - d)
4.4.8 INTELENET (Cont‘d)
4.4.8.1 Description (Cont‘’d)

Upon execution of the Intelenst Service Agresment, the
customer has ninety (90) daye froa the date service is made
avallable in which to notify the Company in wrlting, elther by
certified or registered mall (return recelpt requested), of
customer’s desire to cancel the Service Agrsament without
penalty or further obligation, except for charges Incurred up
to the date of terminatlion, in the event that quality
deflclencles scolely caused by the Company in the provision of
telecommunications wservice hereunder are demcnstrated by
customer to affect adversely and materlally customer's
telecommunications applications (such a termination under this
clause constituting a Termination fo- Cause). A Termination
for Cauce shail not be effective unlees customer has reported
trouble on an ANI or clrcult-speclfic basis to (and received
corresponding trouble ticket from) the appropriata Company
Support Center and a pericd of not less than thirty (30) days
after recelpt of custoser’s written notice of termination has
elapsed during which the Company fails to correct such quality
deficlencles. Provided, nothing contained herein shall lopose
any llability on Cospany and customer’s sole remedy shall be
termination of the affected service as described.

Customer’'s Intelenet Service Aqgresment (s subject to the
genaral terms, and conditlons and rates of this Tariff and/or
Service or Credit Application forme executed Lin connection
with the services provided herein.

4.4.8.2 Baze Peclods

Puak - All calles that occur betwean 7:00 A.M.
through 7:00 P.M. Honday through Friday,
except on Company reccgnized holldays.

Off Pepk - All calls that occur between 7:01 P.M.
through 6:59 A.M. Monday through Thursday,
and all calls between 7:01 P.R. Friday and
€:59 A.M. Monday and Company-recognized
holidays.

$.4.8.2 Billing Inccemente

Intelenet le billed in wighteen (18) socond initlial increments
and ie rounded to the next higher eix (6) second Lncrement
with the exceptlon of calling card which is billed in wixty
{60) second initial lncresents and rounded to the next higher
aix (6) wmeccond increment. All fractlonal per call charges
will be rounded to the nearest whole cent.

4.4.8.4 Ber Minute Pase Rate Schedule - Intelenet

Base Rates
Switched Services 50,1210
Dedicated Services s0.0872
lasued: Effective:

lesued by: Charles J. Gardella, Vice President-Ceneral Manager
Legislative and Regulatory Affairs




WORLDCOM TECENOLAGIES, INC. SOUTH DAXOTA TARIPF
515 East Amite Streat ORICIMAL PACE &6

Jackson, MS

39201-2702

4.  SERVICE DESCRIPTIONS AND CHAROES (Cont‘d)

4.4

4.4.8

QIHER SERVICE ARPANGEMENTS (Cont'd)

ISTELENET (Cont*d)
4.4.8.5 Rlscounts Applicable

A ten percent (10%) dlscount will apply towards Lntrastate
usage.

4.4.8.6 Intelenet Calling Card Service

1 Fer Minute Rates applylng to all time perlode:
§0.2500
ol Per Call Surcharge:
$0.4000
4.4.8.7 t c {en-

Intelenet for intrastate use is cffered in connection with the
Company’s interstate Intelenet service. Accordingly, monthly
recurring and pon-recurring charges are found Lin the Cospany‘s
interstate tariff, F.C.C. No. 2, Secion 6.3.1.

4.4.8.8 Intelenet Asgociation

The Intelenet Assoclation progras is & benefit package of fered
in conjunctlion with Intelenet, which allows the individual
users who are members or employees of the participating
organization to recelve additional product discounts off of
domestic interstate usage. HMesmbers who elect to participate
in the Intelenet Associatlon will receive Intelenet products
and Calling card mervice.

To quallfy for Intelenet associatics an organization generally
must be &4: (1) Trade assoclation representing businesses or
individuales in an industry, profession or business
classification; (2) @Business with franchimes, agents,
distributors, or multiple representatives; (3) WNon profit
organizstion; or, (4) Buying group not organized merely to buy
the Company's long distance for resals. The qualifylng
crganization agrees to meet the following criteria within six
{(6) monthe of undertaking to qualify and thereafter malntain,
and enters into a written agreement with the Company for
marketing of the Company’e services. The group’s mesbers who
have subscribed to the Company‘'s servizes throughout the group
=ust have aggregate billinges, net f taxes; prosotional
credits and surcharges of at least 55,000 per month.

The Cospany will render monthly statesents to the individual
mecbers and the statement received will show all sppropriate
discounts. All rums due from mesbers are the sole proparty of
the Company, and the Coompany shall have sole right to collect,
enforce collection and settle such sums. The Intelenet member
group shall receive a monthly report from .ne Company listing
secbers of the group who subscribe to the Company service
under this progras.

Issued:

Issuad byt

Effective:
Charles J. Cardella, Vice President-General Manager
Legislative and Regulatory Affairs




ES, INC. BOUTH DAKOTA TARIFT

WORLDCON TECHENOLOGI
515 East Amite Streat ORIGINAL PACE &7

Jackson, ME

49201-27032

4. EEEYICE DESCRIPTIONS AND CHARUER (Cont‘d)

QTHER SERVICE ARRANGEMENTS (Cont'd)

INTELENET (Cont‘d)
4.4.8.8  Intelenst Association (Cent’d)

Unleas otherwise specified in this tarlff, mesber‘s usage of
Company service under this plan cannot ba used to quallify for
any other benefits under this tarlff or under othar
arrangesants between the Cospany and third parties who
undertakes to market the Company’s sarvices. All othar
conditions of Intelenst will apply to Intelenat Assocliatlon.

Total Solution Series 100% Service
4.4.9.1 Rescriotion

Total Sclutlon Serles 100" Service ‘s an offering that allows
Customers to eseslect A commitment level and ehared and
dedicated outbound and Linbound service arrangesants, obtain
term plan discounts, and recelve Peak and Off-Peak pricing
(off-Peak pricing only appllies to intralATA ocutbound service
where avallable). Total Solutlon Seriss 100" calle are flat
rated, with discounts off the base rates avallable according
to the coumitment level and term fplan sslected by the
Customer.

The Outbound Calling Service arrangement ls a long distance
ewitch=based service, which is avallable on elther a shared or
dadicated accass basis. The usage is billed on & flat rated
basis. Outbound Calling Service calls are bllled In 6§ second
incremente, with an initial billing period of 18 seconds per
call. Rates for Operator-assisted calls are set forth in
Sectlon 4.1].

Tha Inbound Calling Service arrangument Ls an toll free
switched access service, which permits calls to be completed
at the Custcoer’s locatlion without charge to the calllng
party. This service is avallable on either a shared or
dedicated basis. Access to the service is gained by an end
user dialing a 10 digit telephone number (eg. B00+NXX-XXXX)
which will terminate at the Customer's locatlon. The usags is
billed on a flat rated basils. Toll Free Service calls are
billed in & second increments, with an initial billing period
of 18 seconds per call. 1In addicion, there Le a non-recurrcing
and monthly recurring toll free service number charga, which
will be applled elther on a "per toll free number*® basis for
shared access or on a "par routing arrangement® basis for
dedicated access.

4.4.9.2 Commitment Levels and Term Plans

Total Sclutlon Sarles 100"™ Service is available on a month to
month basls or on an opticnal 1 or 2 year Term Plan. Discounts
off the base rates are avallable to the Customer according to
the commitmant level and Term Plan selected by the Customer.

4.4
4.4.8
4.4.9
lesued:
lasusd by

Effective:
Charles J. Gardella, Vice President-GCeneral Manager
Leglislative and Regulatory Affairs




WORLDCOM TECENOLOGIES, INC, SOUTE DAKOTA TARIFF
Jackson, MS 39201-2702

‘. SERVICE PESCRIFTIONS AND CHAROES (Cont®d)
4.4 QIHER SERVICE ARPANQEMENTS (Cont*d)
4.4.% Total Solution Series 100" Service (Cont’d)
4.4.9.2 conmitment Levels and Term Flans (%ont'd)

Total Solution Series 100" Service i{» subject to a =minimums
monthly usage commitzent (after the third full month following
the initial installation of service for new Custosars) based
on the Customer's selected cocmlitment level. The coomitsant
level ls calculated from the sonthly total of usage generated
from the following Cosmpany products: shared and dedicated
domestic Linterstate and intrastate outbound and inbound
service, international outbound, LntralATA, local service, and
calling card. Charges such as taxes, late paysent feas or
cother service non-recurring and monthly recurring charges will
noct be included In the total usage amount calculation, as well
an usage charges from Directory Asalatance, Operator Service,
volce mall and conference calling.

Should the Customer s actual usage fall below the menthly
minlmus usage coomitment, the Customer is reguired to pay the
Company a fea esgual to the difference betweean the Customer‘'s
actual usage and the Customer’'s minimum monthly commitment. A
Customer who terminstes & Term Plan prior *o the tera's
explration will be regquired to pay in cne lump sum an ascount
egualing tha wselected monthly commitment level timas the
number of months remalning in the term, plus an asount equal
to any promoticnal credit, or discount, or walver, Lf
appllicable, that wams provided to the Customer.

A Customer may terminate their Term Plan without liability
under the following conditione:

| The Customer reguests, and remains on, & new Term
Plan for a term and cormlt=ent level egual to eor
greater than thelr current Company Term Plan and
commitzent leovel.

-2 A new Custoser (who was not recelving services
throught the Company privr to sxecutlon of the
Term Plan) provides wr tten notificatlion to
cancel the Term Plan to the Cospany postaacked
within 90 days of the cosmmencemant of the Term
Plan. The Custocer is responeiple for payment of
sarvices used during thies poriod.

Term Plans will be autcmatically renewed unless the Customer
notifles the Company in writling to cancel the reneswal within
30 days of sxpiration of the current Term #lan.

§.4.9.3 Rigcounts

The following discounts on per minute bass rates for
quallfying usage are bEbased on the monthly commitment levael
and Term Plan selected by the Cusccmer. Custcmers committing
to Term Plans will receive an additional discount off the
applicable Commitment Level discounted rate for quallfying
interstate usage. To quallfy for Term Plan Discounts, shared
access Customers must select a minimum commitment level of at
least $250.00 per month, and dedicated access Custooers must
lill;t a minimum commltment level of at least 51,000.00 per
month.

lssued: Effective:
lssued by: Charles J. Cardella, Vice Presldont-General Manager
Legislative and Regulatory Affairse




WORLDCOM TECENOLOGIES, INC. SOUTHE DAKOTA TARIFT
515 East Amite Street ORIGINAL PAOE 69
Jackson, MS J19201-2702
4. SERVICE DESCRIPTIONS AND CHAROUES (Cont'd)
4.4 OTHER SERVICE ARRANCEMENTS (Cont'd)
4.4.9 Total Solution Secles 100% Service (Cont’d)
4.4.9.3 Blacounts (Cont'd)
«1 Shared Outbound Discount

Monthly Month Ieza Plan
Commitmant ta

Lavel Menth 1l Yeax

$ 0 0.00% N A N/A

§ 250 0.00% 5.00n 10.00%
§ 500 0.00% 5.00% 10.00%
§ 1,000 0.00% 5.00% 10.00%
$ 2,500 0.00% 5.00% 10.00%
§ 5,000 0.00n 5.00% 10.00%
$ 10,000 0.00% 5.00% 10.00%
§ 15,000 0.00% 5.000 10.00%

vl Dedicated Outbound Discount

Monthly Henth Term Plan
Cosmitment to

Lavel Honth 1l Xear

50 0.00% NiA H/A

§ 250 0.00% /A H/A

§ 500 0.00% H/A N/A

$ 1,000 0.00% 5.00 10.00%
§ 2,500 0.00% 5.00% 10.00%
§ 5,000 .00 £.00% 10.004
$ 10,000 0.00% 5.00% 10.00%
$ 15,000 0.00% 5.00% 10.00%

| Shared Inbound Discount

Monthly Month Term Plan
Cocmitment to

Lavel Hanth i _Year

§0 0.00% NfN N/A

$ 250 0.00% 9.94% 14.680
$ 500 0.00% 9.94% 14.68%
§ 1,000 0.00% 9.94% 14.68%
$ 2,500 0.00% 9.94N% 14.68%
$ 5,000 0.00% 9.94% 14.68%
$ 10,000 0.00% 59.94% 14.68%
$ 15,000 0.00% 9.94% l14.68%

-4 Dedicated Inbound Discount

Honthly Manth Term Plan
Commltment to

Level Menth l Year 2 Yeac
s 0 0.00% K/A N/A

$ 250 0.00% HfA N/A

$ 500 0.00% HfA H/N

$ 1,000 0.00% 12.17% 16.78%
$ 2,500 0.00% 12.17% 16.79%
§ 5,000 0.00% 12.17% 16.7%%
$ 10,000 0.00% 12.17% 16.79%
$ 15,000 0.00% 12.17%  16.79%

lasued: Effective:

Issued by: Charles J. Gardella, Vice Presldent-General Manager
Legislative and Regulatory Affalre




WORLDCOM TECHNOLOGIES, INMC. SOUTE DAKOTA TARIFF
515 Bast Aaite Strest ORIOINAL FACE 70

Jacksoa, WS

39201-2702

4.  SERVICE DESCRIPTIONS AND CEARGES (Cont'd)

4.4

4.4.9

OTHER SERVICE ARPANGEMENTS (Cont'd)

Iotal Solution Series 1CO¥ Service (Cont’d)
4.4.9.4 Bate Pericds

Peak and Oflf-Peak rate parlods are as follows:
Non-Hollday To But Not

Rats Periods Ercn Irgluding Davs
Foak 8:00 a.m. 5100 p.m. Mon=Fri

off-Peak $100 p.m. 8:00 a.m. Mon-=Fri
8:00 a.m. 8100 a.m. Sat-5un
8:00 a.m. 8:00 a.m. Holidays
Helidayg: ©On Christmas Day (Dec. 25), Wew Years Day (Jan. 1),
Memorial Day, Independence Day (July 4), Labor Day (first
Monday In Sept.) and Thanksglving Day (fourth Thursday in
Mov.) the Off-Peak Pericd rate applies unless a lower rate
would nor=ally apply.
4.4.9.5 Usage Charges
-1 Qutbound Calling Service
Shared § 0.1825
pedicated $ 0.1225

£e- T 108

shaced $ 0.192S
Redicated § 0.132S

Monthly Non-
Recurring
Shared charge per toll free number 5 10.00 § 15.00

Dedicated charge
per routlng arrangemant 5 40.00 $ 50.00

4.4.10 Total Solution Gold™ Service

4.4.10.1 Description

Total Solution Gold™ Service is an offering which allows
customers to select shared and dedlcated cutbound and inbound
sarvice arrangssents, and cbtain Term Plan discounts. Total
Solution Gold™ calls are eligible for volume discounts based
on total cross-contribution usage from all interstate and
intrastate shared and dedicated outbound and inbound usage
preducts (directory assistance and operator assistance are not
contributory). Discounted rates apply retroactively, such
that once the next dollar threshold is reached, the lower rate
applies back to the first minute of usage for that bllling
pericd. cCharges such as taxes, late payment fees or other
service non-recurcring and monthly recurring charges will not
be Iincluded in the wvolume diecount cross-contribution
calculation.

Iesuad)

issued by:

Effective:
Charles J. Gardella, Vice Presildent-Ceneral Manager
Leglelative and Regulatory Affalre




WORLDCOM TECENOGLOGIES, INC. SOUTE DAXOTA TARIFF
515 East Amits Street ORIGINAL PAGE 71
Jackson, ME 39301-2703

4.  SERVICE DESCRIPTIONS AND CEARGES (Cont‘d)

4.4

OTHER SERVICE ARRANGEMENTS (Cont‘d)

4.4.10 I=tal Solution Gold®™ Ssrvige (Cont'd)

4.4.10.1  pescription (Cont°d)

Tha Outbound Calling Service arrangemant ls a long distance
switchad access service, which ls avallable on elther a shared
or dedicated basls. Tha usage is billlsd on & flat rated
basls. Outbound Calling Service callv are billed Ln 6 sacond
lncremants, with an inltlal billing pericd of 18 seconds par
call. MRates for Operator-assisted calles are set forth in
Saction 4.1).

The Inbound Calling Service arrangesent Lis a toll free
switched access service, which permite calls to be completed
at ths Custcaer’s locatloa without charge to the calling
party. This service is available on eithsr a shared or
dadicated basis. Access to the service is galned by a end
user dialing a 10 digit telephone number (e.g., B00+NXX-XXXX)
which will termlnate at ths Customer’s locatlion. The usage Le
billed on a flat rated basis. Toll Fres Service calls are
billed in & second increments, with an initlal bllling period
of 18 seconds per call. Im addition, there is a non-recurring
and monthly recurring Toll Free Service nuzbar charge, which
will be applisd either on a "par Toll Fres Service nuzber®
basls for shared access or on a “per routing arrangesent®
basls for dedicated access.

4.4.10.2  Zerm Plane

Total Solution Cold®™ Service is avallable at 1 or 2 year Ters
Flan rates. Term Flans are subject to a minlsus monthly usage
level of $500 for shared access or §1,5%00 for dedlcated accass
after 90 days of initlal service. Should the Custoaar's
actual usage fall balow the monthly minlousm usage commitment,
the Customer Ls required to pay the Company a fes egual to the
difference between the Customer’s actual usage and the
Customer's minisus sonthly cosmitment. Term Plan threshold
calculatlons will include usage charges from all Intrastats
and intarstats switched ocutbound and lnbound usage products
(directory asslstance and operator sssalstance are not
contributory). Charges such as taxes, late payment fees and
other service non-recurring and monthly recurring charges will
not ba included in the Term Plan usage threshold calculation.
A Customer who termlnates a Term Plan prior to the term‘s
axplration will be reguired to pay Ln one lump sum an asount
equaling the monthly sinlsus service usage charge tises the
nushar of months remaining in the temm.

A Customer may terminate their Term Plan without liabilliey
under tha following conditlonm:

| The customes requests, and remains cn, & new Term Plan
for & ters squal to or greater than the tiss resmaining
on thelr current Cospany Term Plan.

«d The Customar provides written notification to cancal the
Term Plan to the Cosmpany postmarked within 90 days of
the commencement of the Term Plan. The Customer La
responsible for payment of services used during this
period.

Imsued:

Isousd by!

Effective:
Charles J. Gardella, Vice Fresldent-Ceneral Manager
Leglalative and Regulatory Affalre




WORLDCOM TECEWOLOOIES, INC, SOUTE DAKOTA TARIFT
515 East Amite Strest ORIGINAL PAGE 72
Jackson, Ms 39201-2702

4.  SERVICE DUSCRIPTIONS AND CHARGES (Cont’d)
4.4 QTHER SERVICE ARRANGEMENIS (Cont‘d)
4.4.10 Total Solution Gold® Service (Cont'd)
4.4.10.2 Térm Plans (Cent‘d)
Tarm Plans will be sutcmatically renswed unless the Customer

notifies the Company in writing to cancel the renswal within
30 days of expiration of the current Term Plan.

4.4,10.3 Rate Fericds
Peak and Off-Peak rate periods are as followsi

Non-Holiday To But Not

Eate Periods Erom inslusing Rave
Faak 8:00 a.m. £100 p.m. Mon-Frl
off-Peak 5:00 p.m. 8:00 a.m. Mon=Fril

8:00 a.m. B8:00 a.m. Sat-Sun
B8:00 a.m. 8:00 a.m. Halidays

Holldays: On Christmas Day (Dec. 25), New Yeare Day (Jan. 1},
Memorial Day, Independence Day (July 4), Labor Day (first
Monday in Sept.) and Thanksglving Day (fourth Thursday in
Hov.) the Off-Peak Pericd rate applies unlese a lower rate
would normally apply.

4.4.10.4 Usage Charges
1 Qutbound Calling Servicy

a. Ehared - Per Minute Ratas
UIIQ‘l
Pax_Month 1 Year i Xsar
$0-5249 $0.1675 50.1625
$250-5939 50.1675 $0.1625
$1,000-52,499 50.1675 $0.1625
$2,500-54,999 $0.167% $0.1625
§5,000-59,999 50.1675 50.1625
$10,000-519,99% $0.167% 50.1625
$20,000 « 50.1675 $0.1625
b. Pedicated - Per Minute Rates
UIID.
Per_Month 1 Year 4 Year
$0=-5249 $0.1125 $0.1075
$250-5999 $0.1125 $0.1075
$1,000-52,499 §0.112% $0.1075%
52,500-54,999 50.1125 $0.1075
$5,000-59,999 $0.112% $0.1075
$10,000-519,999 $0.1125 $0.1075
$20,000 + $0.112% $0.1075
Issuad: Effective:

Issued by: Charles J. Gardella, Vice Prerident-Ceneral Manager
Legislative and Regulatory Affalire




IES, INC.

WORLDCOM TECENOLOG SOUTH DAXOTA TARIFY
515 East Amnilts Strest CRICIMAL PAOE 73
Jackson, M8 39201-2702

4. SERVICE DESCRIPTIONS AND CHARGES (Cont’d;

4.4 OTHER SERVICE ARRANCEMENTS (Cont‘d)
4.4.10 Total Solution Gold®™ Service (Cont’d)
4.4.10.4 Usage Charges (Cont’d)
-1 lnbound Calling Service
a. Shared - Per Minute Rates
Usage
Eex_Month 1 Year i _Xear
$0-5249 50.1675 §0.16258
$250-5999 $0.1675 §0.1625
51,000-52,499 $0.1675 §0.1625
§2,500-54,999 50.1675 §0.1625
$5,000-59,999 $0.1675 §0.1625
$10,000-519,999 §0.1675 §0.1625
$20,000 +« 50.1675 50.1625
b. Pedicated - Per hinute Rates
Usage
Eer_Honth 1 Xeag 4 _Year
$0-5249 $0.112% $0.1075
$250-5999% $0.1125 §0.107%
§1,000-52,499 $0.1125 §0.1075
$2,500-54,9%% $2.11235 §0.1075
$5,000-59,99%% $0.1135 $§0.1078
$10,000-519,%%9 §0.1135 §0.1075
$20,000 » £-.1125 §0.107%
4.4.11 HES Inteleplan®™ Jervice
$.4.11.1 Rescciption
HFS Inteleplan™ Service is a communications service that is
available for use by residential custcsers twenty-four (24)
houre a day. MF5S Inteleplan®™ Service is offered in exchanges
whareby the Customer’s local telephone lines are presubscribed
by the local exchange company (LEZ) to the Company's MPS
Inteleplan™ Service, such that "1+ the 10-diglt number*® callws
are automatically routed to the Company‘'s network., Customers
may originate MFS Inteleplan®™ Service from lecatlionas served by
tha Company, and may terminate in all locatlions within the
State of Scuth Dakota.
MFS lnteleplan™ Service Lls a flat-rated calling plan that is
non-distaice sensitive for direct-dlaled long distance
calling. Charges are based on the time period (Peak/Off-peak)
when the call is placed. Peak and Off-peak time pariods are
dafined in below. Calles are billed in cne-minute Llncrements,
with an initlal bllling period of one minute. A monthly
recurcing charge will apply to Customer accounts with usage
(including Directory Assistance) of less than 525.00.
Customar accounts with usage In excess of 5500.00 per month
willl be assessed a surcharge, as speclfied in Section 5.].4
following. The entire month's charges will be recalculated at
the new rate level.
Cirectory Assistance and Operator Services are available to
HFS Inteleplan™ Service subscribers subject to the provisicns
of Sectlons 4.5 and 4.13.
Inpuad: Effective:
Issuad by: Charles J. Cardella, Vice President-Gensral Manager

Logislative and Regulatory Affalre




WORLDCOM TECENCLOOIES, INC. SOUTE DAXOTA TARIPP
515 East Aaita it.l-u-lln‘l'-'r ORIOINAL PACE 74
Jacksem, MS §9201-37032

4.  EERVICE DESCRIPTIONS AND CHARGES (Cont'd)
4.4 OTHER SERVICE ARRANCENENTS (Cont‘d)
4.4.11 MFS Inteleplan™ Ssrylce (Cont®d)
4.4.11.2 Razs Perlods

Peak and Off-Peak rate periods are as follows:

Non-Hollday To But Mot

Rate Pericds Excm locluding DRaya
Poak 7:00 a.m. 7100 p.m. Mon-rri
off=Feak 7100 p.m. 7100 a.m. Mon=-Frl
All Hours Sat-Sun

All Hours Holldayws

Holidays: ©On Christmas Day (Dec. 25), New Yaars Day (Jan. 1),
Mamorial Day, Independance Day (July 4), Labor Day (first
Monday in Bept.) and Thankegiving Day (fourth Thursday in
Nov.) tha Off-Peak Perlod rate applies unless a lower rate
would normally apply.

4.4.11.3 Usage Charges

Esak Qif-Peak
Fer Minute Rates $0.3100 $0.2300
Monthly
Par Account §3.00
Par Mlnute $0.02

4.5  COMPLEMENTARY SEFVICES
4.5.1 DIRECTORY ASSISTANCE

4.5.1.1 Long distance Directory Aassistance is avallable to
Customars of any Company's switched sarvices. Tha charge
applies to sach call regardless of whathar tha Directory
Assistance Bureau les able to furnish the requested telesphone

nusbar. Up to two requests may be mada on sach Directory
Asslstance call.

4.5.1.2 A credit allevance for a Directory Asslstance call
will ba provided Lf tha Customer esxperlences poor transalission
quality, recelves an Incorrect telephons number, or
inadvertently misdlale the intended Directory Assistance
nuzber.

4.5.1.3 Directory Asslstance charges will ba includad with
other wusage charges toward satlefylng msinisus usage
requiremants for all services.

4.5.1.4 Usace Chacrges - Per call charges for Dlirectoury
Asslstance will be no more than §.72 per call.

Ismued: Effective:
Issued by: Charles J. Cardella, Vice President-Ceneral Manager

Legislative and Regulatory Affalres




WORLDCOM TECENCLOOIRS, INC. SCUTN DAXOTA TARIFF
51% East Asits Street ORIQINMAL PACE 75
Jacksom, M3 39201-2703

4. SERVICE DESCRIPTIONS AND CEAROES (Cont'd)

4.6 PROMOTIOMAL OFFERINGS - Certaln promotional offerings may be
provided from time to time via this tariff. These promotional offeringe
may only apply to certain services, and may be limited to certaln dates,
timas, and locatlions.

4.6.1 Home Advantage Promotion - Until further notice, Company will
offer, to nev customers of Lte Home Advantage Sarvice, & walver of
the monthly recurring charges, regardless of ths customar's total
monthly usage.

4.6.2 Bottom Lins Business Promoticn - Avallable from Juna 27, 1997
through August 11, 1997, the Cosmpany will offer new small buslness
customers, sither sonth-to-month or Term, & discounted switched flat
rate wochedule that will apply to both outbound and inbound
intrastate calls. Customers can recelve this discounted rate month-
to-sonth or sign a Term Agreesment of one (1) year. Writtan notlce
'f Lintent to cancel the Term Agressent sust be glven thirty (30)
days prior to the snd of the term; Customecs who do not formally
cancel this service will be automatically renewed for another one
(1) year term. Calls will be billed in thirty (30) second Lnlitial
incremsants and rounded to the next higher six (&) second incresant.
Ho other discounts apply under this offer and this offer cannot be
combined with any other promotions and/or offers unless speciiied by
the Company.

Base Rat.a» Base Fates

Month-to-Month 1 - Year Tars
Switched Outbound/lnbound $0.1450 $0.1450
Per toll free Nusbar Per Month $ .00

Isrmination Penalty

If tha teralnatlion becones sffective prior to tha complation of the
first ysar of ths Customer commltment pericd, then the charge shall
be an asount eqgual to the monthly volume threshold (§100) times the
number of months remalning in the customar cosmitment paricd through
the sxpiration of the first year.

A customar who cancels his agressent prior to ite explration will be
required to repay any prosotional credits that wers applied, in
addition to other termination charges as noted above.

A customer may cancel or discontlnue service pricr to the axplraticon
of ters without liability if Customer orders new service with a
lesngth of tearm squal to or excesding the total original ters length.
The former service wlll terslnate cn the start date of the new
sarvice.

{esued: Effactive:
Issued by: Charles J. Gardalla, Vice President-Censral Manager
Legislacive and Regulatory Affalre




woRLDCOM TECENOLOOIES, INC. SOUTE DAEOTA TARIFT
515 East Amite Strest ORIOIMAL PAOE 76
Jackson, MS 19201-2702

4.  SERVICE DESCRIPTIONS AND CEAROES (Cont'd)

PROMOTIONAL OFFERINGS (Cont'd)
4.6.) USAdvantage Eroootion

Through Octocbar 31, 1997, the Company will offer existing small
business customere of switched service, who are willing to sign & 1
or 2 year Term Agreement and cosmmlt to a speclfic monthly dollar
asount, & discounted flat rate schedule that will apply to both
inbound and ocutbound Lintrastate calle. In addition, there will be
a monthly fee par toll free nusber. The sinisus sonthly usage
levels that will apply under thls promotion are $250.00, $5500.00,
$1,000.00 and $1,500.00. Customers munt meet the minlmus usage
threshold esach sonth depending on the level the customsr choosss.

¥han tha Custcoar has coepleted the ters cosmitasnt, service will
autcmatically be seneved for additional term(s) of the agresmant
unless the Company has received the Customer's written notice to
term=inate the service on not less than thirty (J0) daye prlor to the
than sxisting tera explration date. Custcsers who tersinate sarvice
prior to the end of the term in any manner other than stated will be
iiable for a service termination charge of the following, unless
Customer converts to ancther Company service with sgual or greater
term and minimum bllling cosmitment:

1. if the termination beccass effective prior to the
completion of the first year of the Customer Term, than
the charge shall be an amount equal to ths =onthly
billing commitment times the number of months remalning
in the term through the explraticen of the first year.

2. if the termination becooes elffective after ths
coepletion of the first year, then the charge shall be
an amount equal to twenty-{five percent (25%) of the
balance remalning (monthly blilling commitment times the
rnuzber of monthes remalining in the Term.)

Calls will be bllled in thirty (JO) second lnitial incresents and
rounded te the next higher eix (6) second Increment. All
fracticnal per call charges will be rounded to the nearest wvhole
cent. MNo other discounte apply under this offer and this offer
cannct be combined with any cther promotions and/or offers unless
specified by the Company.

Switched Outbound/Inbound Per minute rates

1 Year 2 Year Tall Free #
—i8m. _Jerm 8 Charoe

All Levels §0.14%0 $0.1450 £1.00/nu=ber

Isaued:

Effective:

Issued by: Charles J. Cardells, Vice Presldent-Ceneral Manager

Legislative and Regulatory Affaire



WORLDCOM TECENOLOOIES, INC. SOUTHE DAKOTA TARIFF
515 East Amite Strest ORIGIMAL PACE 77
Jacksoa, M8 319201-2702

4. EERVICE DESCRIPTIONS AND CHARGES (Cont'd)
4.6 PROMOTIONAL OFFERINGS (Cont’d)
4.6.4 Home Stave Sever Promotion

Through October 31, 1997, the Company will offer existing amall
business customers of switched service, bllling monthly between
$250.00 and §2,000.00, who are willing to sign a 1 or 2 year Term
Agresmont a discounted flat rate schadule that will apply to both
inbound and outbound intrastats calls. In addition, There will be
a monthly fes per toll free nuzmbaer.

Whan the Customer has completed the term commitment, service will
automatically be renswsed for additional term(s) of the agresssant
unless the Company has recelved the Custocoer's written notice to
terminate the sarvice ¢n not less than thirty (J0) days prior to the
then existing term expiration date. Customers who terminate service
pricr to the and of the term in any mannar other than stated will bs
liable for a service termination charge of the following, unless
Customer converts to ancther Company service with equal or greater
term:

1. if the terzlnation becomes offective prior to the
completion of the firet year of the Customar Term, then
the charge shall be an amount egqual to $250.C0 times the
nucher of months remaining in the term through the
expiration of the flret year.

2. if the termination becomes effective after the
coopleticon of the firet year, then the charge shall be
an amcunt egual to twenty-five percent (25%) of §350.00
times the number of months rema ning in the Term.

Calle will be billed in thirty (30) second initlal increments and
rounded to the next higher slx (6} wsecond ALincresent. All
fracticnal per call charges will ba rounded to the neareat whole
cent. HNo other discounts apply under this offer and this offer
cannot be combined with any other promotlions and/or offers unless
spaciflied by the Company.

Switched Outbound/lnbound Per Minute Rates

1 Year 1 Year Toll Free J
—Jlerm —18rm Charge
$0.1300 $0.1200 £3.00/nusbar
€.7  HISCELLANEOUS CHARGES
4.7.1 z

The charge listed below applies In addition to the regular
monthly lavelice for business customers that recelve any type
of summary reports. The per eonth charge is applicable
regardlens of the number of reports selected by the customer.
Thase reports Include, but are not limited to, Call Summary,
Area Code Summary, Account Code Summary, MuthfAN]I Sumeary,
Toll Free Product Type, Toll Free Summary by Date, Long Call
Susmary, Frequent # Summary, Executive Susmary, PAC by Auth
Sumaary, LATA Summary, Bepartment Summary,
Department /Divielon, Internaticnal Susmary, Long Call Minutes
and Fregquent Called Nusber Threshold. However, thes Customer
may chocss elther the Caller ReCap Summary or Trafflc
HManagemeant Summary at no additional charge.

Summary Report Charge $1.00 per month

Issued: Effective:
Issued by: Charles J. Cardella, Vice President-Ceneral Manager
Legislative and Regulatory Affairs




WORLDCOM TECENOLOGIESN, INC. SOUTHE DAKOTA TARIFF
£15 East Amite Btrest ORIGINAL PAGE 78
Jackson, M8 392101-2702

5. QRANDFATHERED SERVICES

Services listed in thie section are avallable to previcusly existing
Customers only.

$.1  PEAPORMANCE SERVICES

$.1.1 performance 2000 Secvices

$.1.1.1 Pescription - This service offering allows the
Customer to select outward,inward and/or travel wservice
arrangesents a8 provided below and to cbtaln Performance 2000
Terila Plan discounts. The Performance 2000 services consist of
three levels: Level I - no per Llnvolce bllling com=ltmeant;
Level II = 51,500 per Linvolce billing commitment or the
Custowsr ls charged the difference; and Level III -54,500 per
involce bllling cosmlitment or the Customer is charged the
difference. Lavel I service is limited to the CnePlus, Toll
Free and Calling Card service arrangaments. Calls =may be
eriginated and/or terminated via Company switched facilities.
Outbound calle may be terminated to any polnt within tha
United States. Inbcund calle may orlglinates from any point
within tha contiguous United States and Canada.

5.1.1.2 fervice Arrangement®

- | Perficrmance 2000 Ong Plug = This service opticn i
an outward calling ewitched access service arrangesent
available to Custosers who presubscribe to the Company's
sarvice. Usage rates are time-of-day sensitive. Calls
are bllled in elx second fncrecents.

«d Eerformance 2000 Toll Free - This service optlion
is an inwvard calling termination arrangesant avallable
via wswitched and dedicated access faclilitles. Usage
rates are time-ol-day senaitive. Calls are bBilled in
aix wsecond Incresents. A minisus average time
requirement (MATR) of thirty seconds per call applies
during & billing period. Toll Fres Sarvice numbar
charges apply as described in the same section.

-3 Performance 2000 cCalling Card - This service
cptlon i an outward calling switched access
arrangement which allows a Customer to originate calls
through use of & Company calling card via a Toll Free
Universal Access Nusber. Usage rates are time-of-day
sensitive. Calls are billed in one minute lncrements.

lssued: Effective:
issued by: Charles J. Cardella, Vice President-Genersl Manager
Legielative and Regulatory Affairs




WONRLDCON TLCENOLOGIES, INC. SOUTE DAXOTA TARIFT
515 East Asite Street ORICINMAL PACE 79
Jackson, MS 39201-2702
$.  QGEANDPATNERED SEEVICES (Cont'd)
S.1 PERFORMANCE SERVICES (Cont'd)
$.1.1 performance 2000 gervices (Cont'd)

5.1.1.) Per Minute Domestic Rates:

Hilage Bandm Esak Qff-Peak
Level I One Plus All $.2600 $.22867
Lavel I Toll Free:

Switched All 5.3472 $.3472
Level I Calling Card+ All $.2500 $.2500
Level Il One Plus All $.2600 $.2267
Level 11 Toll Frea:

Switched All $.3400 $-3400
Level 11 Calling Carde All $.25%00 $.2500
Level I1I One Plus All $.2600 $.2267
Level III Toll Free:

Switched All §.3400 §.3400
Lavel III Calling Card* All $.2500 $.2500

* A 50.25 surcharge applies to sacu call.

$.1.1.4 Eate Perlods - Peak rates apply weskdays between
7:00 a.m. to T:00 p.m. Off-peak rates apply to all cother
times and on holidaywe.

5.1.2 Pecformance 4000 Services

$.1.2.1 Pescription - Performance 4000 Sarvice offars a
unified service for aingle or sulti-location custoaars using
both switched and dedicated inbcund and outbound service, a
calling card and internaticnal service. Performance 4000 has
been designed espaclally for the larger customer billing over
$7.500 a month, with the avallability of peak and off-peak
rates, calling card services and offering a discount for
customers willing to sign a term commitmeant of either twelve
{12), twenty-four (24) or thirty-six (J6) months and/or a
willingness to commit to a specific dollar volume of monthly
minisul usage. There are five (5) levels of Performance 4000
which are described as follows:

Leval I = Requires a monthly minimum billing cosmmitment of
$7,500; Lf the minimum Lle not reached the
customer ie charged the difference.

Lavel I1 = Reguires a sonthly sinismuas bBilling commitment of
$15,000; if the mini=um is not reachesd the
custocoer le charged the difference.

Level III = Requires a monthly minimum bllling cosmltment of
$§35,000; 4if cthe minimum is not reachsd thas
customer is charged the differance.

Level IV - Requires a monthly sinimum billing commit=ment of
$50,000; Lf the minioum is not reached tha
customer Le charged the differesnce.

lepued: Effactive:
Issued by: Charles J. Cardella, Vice Presldent-Ceneral Manager

Legislative and Regulatory Affaire




WORLDCOM TECENOLOGIES, INC- s0UTE DAXDTA TARIFY
515 East Amite Strest ORIOINAL PAGE RO
Jackson, ME 19101-2702

5. SEANDFATEERED EEEVICES (Cont'd)
5.1 PERFORMANCE JERVICES (Cont'd)
5.1.2 Pecformance 4000 Services (Cont'd)
5.1.2.1 pescription (Cont‘d)

Laval V - lﬂull‘l‘ a mthlr minisus bllllﬂq
commitmant of $75,000; Af the sinisus is
not reached the customer Ls charged the
differsnce.

Multiple wservices and/or multiple locatlions using
Performance 4000°s wservices can contribute to the
everall monthly minisus commitmant. Domestic Toll Fres,
Domastic and International outbound calls contribute to
determining monthly minisum usage. Operator Sarvices
usage is not included in determining sonthly ainisum

usage.

Customers must reach the minimum monthly usage
requiresent assoclated with thelr selected Performance
4000 Level by the fourth invelce period and sonthly
thareaftar.

Peak and off peak rates, rate perlods and bllling
incresents can be found in following. Performance 4000
Services for intrastate use are sold as an add-on
sarvice to the Company's Iinterstate Performance 4000
Services. Accordingly, recurring and mnon-recurring
charges ars found in the Company’s intsrstats tarlff,
FcC No. 2, Section 6.3.1..

5.1.2.2 Bacformance 4000 Term Plan — Performance
4000 Services are avallable to customers through a Term
Plan option if tha customer agreess to coemit to such
service for a term of twelve (12), twenty—-four (24) or
thirty-slx (J6) months. Customars who alect tha Term
Flan Option wlill recelve a discount off their selected
option’s domsatlic rates. Customaers who welect the
Parformance 4000 Term Plan ¢tlon are subject to the
following:

«1 Customers must indicate what Performance
4000 Level is to be included Ln the term plan.
The rates provided under this cption becoma
affective with tha first full month“s usage.

-2 Customers who fal., below the monthly
sinimum usage roquiresent for the plan selected
will ba billed the difference between actual
usage and the monthly minimums required.

«3 Customars who terminate service prlor to
the end of the terw of coomitment will be billed
a4 termination liabllity conslsting of the monthly
minimus of the selected plan option multiplied by
the nusber of months re=maining in the commitsent,
dus and payable upon termination in a lump sum.
This charge will not apply to customers who
convert from a Performance 4000 service to
ancther Company service with equal or greater
term and minimum usage requiremeant commit=zents.

Insued: Effective:
Issued by: Charles J. CGardella, Vice Preildent-General Manager
Lagislative and Regulatory Affairs




TECENOLOGIES,

WORLDCOM
515 Bast haite Strest
Jackson, MS 39%201-2702

INC. SOUTH DANKOTA TARIFF
ORIQIMAL PAOE 81

5. GRANDPFATHERED SERVICES (Cont‘'d)
1  PERFORMANCE SERVICES (Cont'd)

s.

S.1.d Performance 4000 Secvices (Conttd)
5.1.2.2 Pecformance 4000 Term Plag (Cont’'d)

-4 All customar regueosts to cosmence or terminate a
Perfor=ance 4000 Tera Plan sust e made ia writing te
Company and received no later than thirty (J0) days
pricr to the then existing ters explration date. If
such notification is not recelved by Company within this
timeframe, the Performance Term Plan agreement will ba
autosatically renewed for a new tarm of coomitment. The
customer has ninety (90) daye from the date sarvice is
made avallable in which to notify Company in writing of
the custoser's desire to cance’ this agressent without
further cbligatlion.

.5 Perforzance 4000 Term Plan !»s not available with
Operator Services, Ulti=ate Call Manager, other Fixed
Pericd Discount Plans or any promotions not assocliatsd
with this plan.

§.1.2.2 Upage Charges

.1 Rate Periods
Peak

All calles that occur between 7 A.M. through 7
P.M. Monday through Friday, except on Company
recognized holldays.

QJJ Eﬂnh

All calls that occur betwveen 7:0]1 P.M. through
6:59 A.M. Monday through Thursday, and all calls
betweaen 7101 P.M. Friday and 6159 A.M. Monday and
Company-recognized holidays.

o2 Billing Incremente = Perforzance 4000 Services are
bBilled in weix (6) second initial incresents and are
rounded to the next higher six (6) second incremsnt. N\
sinisus average time requirement (MATR) of thirty (30)
seconds per call applies during a billing pericd for
switched outbound and calling card. Performance 4000
Calling Card is bllled at an initial sixty (E0) second
lncrement and rounded to the next higher sixty (6&0)
sscond increment thereafter.

ed Per Minute Pate Schedules - Performance 4000
Level 1 and II Customers will recleve the
following rates:

a. Switched Per Minute Rate
Month to 12 Month 24/36 Meonth
Month Tern Tern
Outbound 1550 $.15%00 $.1450
Inbound $.1650 $.1500 $.1430

lessued:

Effactiva:

lssued by: Charles J. Gardella, Vice President-Ceneral Manager

Legislative and Regulatory Affairs




WORIDCOM TECHENOLOGIES, INC. SOUTE DAEOTA TARIFF
517 Tast Amite Strest ORIOIMAL PACE 82
ME JI%101-2702

Jackson,

S.  GRANDYATEERED SERVICES (Cont'd)

S.1  PERFORMANCE SERVICES {Cont'd)
5.1.2 performance 4090 Servicesg (Cont'd)
§$.1.2.3 Usage Charges (Cont’d)

-3 pec_Minute Rate Schedules (Cont’d)

=. Dedicated Per Minute Eate
Month to 12 Month 24/36 Month
Moath Term Term

Outbound §.1100 §$.10%0 £.1000

Inbound $.1200 $.1050 $.1000
Performance 4000 Levels III, IV, and V Customars
will reclieve & 5% discount of the rates listed In
(1) and (2).

BOTE: Product is sold in conjunction with interstate
basle, Customars will recieve additional
discounted rates depending cn the level chosan by
tha Customer.

5.1.2.4 Pecformance 4000 Calling Card Service

-1 Rirect Dilal Rate Schedule = Per Minute Rates

applying to all time paricds and Levals:

Month to Honth Rate: $.25800
12,24 or 36 Month Term Plan Rate: $.2500

o Billing Increments = Unage Le billed at an initial

sixty (60) second lncrement and rounded to the naxt

higher sixty (60) second incresmant thereafter.

-3 Ber cCall Surcharge - The following per call

surcharge will apply to all calling card calls in

addition to the per minute rates listed above.
§0.25
5.2  EASYANSWER SERVICES
5-2.1 Baslc EssyAneswer Service
$.2.1.1 Pescription = Basic EasyAnswer Service offers a
unified service for single or multi-location Customers using
switched, decicated, and OnLine calling card originatlion and
switched or dedicated toll free (in WATS) termination. The
Basic EasyAnswer package Iincludes =*he avallabillity of
outbound, inbound (toll free) and calling card services, and
offering a discount cn cutbound and toll free service for
Customers willing to sign a term commitment and/or a
willingness to commit to a speclfic dollar volume of monthly
minimum usage. Rates, rate perlods and bllling incresents can
be found in this secticn.
Issued: Effective:
Issued by: Charles J. Gardella, Vice Presldent-Censral Manager
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WORLDCOM TECENOLOGIES, INC, SOUTE DAKOTA TARIFF
S1% East Amite Strest ORIGINAL PAGE B3
Jackson, M8 39301-2702

S.  GRNDFATEERED SEEYICES (Cont'd)
5.2 EASYANSWER SERVICES (Cont'd)
$.2.1 2asic EasvAnswer Service (Comt'd)
$.32.1.1 Eescristion (Comt*d)

There are thres (J) Options of Basic EasyAnswer avallabls to
Customere, sach of which are describsd balow:

Optioa 1 - Fejulires no mnthly minisee billing
cosmitaent .
Optica 2 - Requires & sonthly minisuos billing

commitaent of §1,000; Lif the minimum is
8ot reached, the Customer Ls charged for
the difference.

Option J - Reguires & msonthly aminimum billing
coemiteent of $5,000; if the minisua is
not reached, t. sy Customer Ls charged for
the diffscence.

Multiple wervices and/or sultiple locations using Basic
EasyAnswer's sarvices can contrilbute to the overall momthly
Elnisus comsitment; however, the Customer sust allocate the
minisus by service and location. Dosestic Toll Free, Domestic
and Internatiocnal outbound calls contribute to determining
monthly minisus usage. Easy Online Calling Card, Rasy Calling
Card Option A, Operator Services and Directory Assistance
usage is not included in determining monthly minisum usage.

Customare must reach the sinisua monthly usage reguiresent
asscclated with their selected Basic EasyAnswer Opticn by the
fourth involce period and monthly thereafter.

2 £.2.1.2 Usage Chargea
-1 Bate Peclods
Eeak

All calls that occur between 7 A.M. through 7
P.H. Honday through Friday, except on Company
recognized holidays.

Qff Peak

All calls that occur between 7:01 P.M. through
6159 A.M. Monday through Thursday, and all calls
between 7101 P.M. Friday and 6:59 A.M. Monday and
Company-recognized holidays.

o2 Bllling Incrementy - Basle EasyAnswer Services are
billed in eix (&) second initlal incresments and are
rounded to the next higher elx (6) second Llncresent
(except International, which ls billed im thirty (30)
saecond initial increments and is rounded to the naxt
higher six (6) second increment). Easy Online Calling
Card o billed at an inleial slsty (60) #acond lacrament
and rounded to the next higher six (&) second increment
thereafter. Easy Callling Card Option A iw billed at an
initial sixty (60) second incresment and rounded to the
next higher sixty (60) mecond increment thereafter.

Issued: Effoctive:
Issued by: Charles J. Gardella, Vice Presldent~General Manager
Legislative and Regulatory Affalrs




WORLDCOM TECENOLOGIES, INC. SOUTH DAXKOTA TARIFF
515 Bast Amite Strest ORIGIMAL PAOE 84
Jackson, M3 39201-2102

5. SRANDPFAIHERED SERVICES (Cont’d)
$.2 EASYANSWER SERVICES (Cont°d)
$.2.1 Basic EasyAnswur Service (Cont‘d)
5.2.1.2 Hsage Charges (Cont®d)
. -
Secvices - Per sinute (ntrastate bass rates for Basic

EasyAnswer Sarvices are the sase for all Opticas (1, 2
& )) and apply as shown below:

.. Switched Per Minute Rates
Psak/Off-FPeak

Out bound $.1589
1nbound $.1691

b. Redicated Pec Minute Rates

Eeak/Uf{-Peak

Outbound $.1128
Inbound $.1230

5.2.1.3 Easy Online Calling Card Service
-1 Rirect Dial Rate Schedule

a. Per Minute Rates applying to all time
perlode:

§.2500
b. Billing Increments - Usage is billed at

an inictlal wsixty (60) wsecond Ancrement and
rounded to the next higher wsix (6) wsecond
incresent thereafter.

C. Pec Call Surc"iscge

(1) For dosestic direct dlal calle,
a $0.65 surcharge will apply to sach
call.

(2) The following ratas and
surcharge wlll apply to calls which
default to a live parator.

Rate Par Minute:

Peak $§0.23
off-Peak §0.16
Par call Yurcharge $0.65
lesued: Effective:

Issued by: Charles J. Gardella, Vice Fretident-GCensral Manager
Legislative and Regulatory Af{falrs




WORLDCOM TECENOLOGIES, INC. SOUTE DAXOTA TARIFT
515 Rast Amite Street ORIQINAL PACE 85
Jackson, 15 39201-2702

5. SRANDPATHERED SERVICES (Cont'd)

5.2  EASYANSWER SERVICES {Cont°d)

5.2.1 Bapic EasvAnswer Service (Cont'd)

5.2.1.3 Easy Canline Calling Card Service (Comt*d)

-2 -Online Operator Aspsisted PRate Scheduls - If a
Custosmar choosas tO Access an C erator to place & call,
tha call will be billed at per minute rates (Dial USA)
as provided In Section 4.1.2.2.

a. Bllling Increments = All Easy OnLins
Calling Card calle placed with the asalstance of
an operator will be billed in ons (1) minute
incresants.

b. Per Call Surcharges - Tha following
surcharge will apply ir addition to per minute
rates.

Fer Tall Chargs

Staticn-to-Statlon $1.50
Parson-to-Parson $1.00

-3 Easy Calling Card Option A Service
a. Rirect Dial Eite Schedule

(1) Per Minute Rates applylng to
ill tlse pérloda

3.2500

(2) Billing Increments - Usage is
bllled at an inltial sixty (60} second
increment and rounded to the next highar
slxty (60) second lncrement thareafter.

(3) Per_Call Surcharge = There is
no Per Call Surcharge on domastic direct
dial ecalle. The following rates and
surcharge will apply to calls which
default to a live cperator.

Rate Per Minute:

Feak §0.21
Off-Paak 50.16
Par call Surcharge 50.65
5.2.1.4 Baslc EasyAnswer Services for intrastate use are

s0ld as an add-on service to the Coopany‘s Aintercstate
EasyAnswer Sarvices. Accordingly, recurring and non-recurring
charges are found Ln the Company’'s Lnterstate tarilff FCC No.
2, Ssction 6.3.1..

Issued:
lasued by:

Effective:
Charles J. Gardella, Vice President-General Manager
Legislative and Regulatory Affairs




WORLDCOM TECENOLOGIES, INC. SOUTH DAKOTA TARIFF
515 East Amits Strest ORICINAL PAGE 86
Jackson, M5 39201-2702

S.  QRANDFATHERED SERVICES (Cont'd)

5.2

§.2.1

EASYANSWER SERVICES (Cont'd)

Basic EasvAnpwer Service (Cont'd)
5.2.1.5 Basic EasyAnewer Term Plan

Basic EasyAnswer Services are avallable to Customers through
a4 Terz Plan coption Lf the Customear agreess to commit to such
sarvice for a term of twelve (12), twenty=-four (24) or thirty=-
maix (36) months. Customars who elect the Term Plan option
will receive a dlscount off their selected Option‘s domastic
interstate, and intrastate cutbound and toll free rates. This
discount will apply to Basic EasyAnswer's peak interstate
rates and all time perlods for intrastate rates. Custcmers
who elect the Basic Easyhnswer Term Plan cption are subject to
the following:

.1 Customers must (ndicate what Basic EasyAnswer
service or services are to be included in the ter= plan.
The discountes provided under this option becoms
effective with the first full month's usage.

= | Custorers who terminate service prior to the and
of the term of cosmmltment in any manner other than
stated in d. following, will bs liable for a
cancellatlion penalty egual to the nusber of months
remalning in the tera then in effect multipliied byr (1)
$200 per month for switched services: cr, (2) 5500 per
month for dedicated services (per service type). The
foregoling cancellation penalty wili apply unless the
Customer ipmediately converts to ancther Company service
with equal or greater terz and cinisus usage requiresant
commitmenta, and the Customer continues Tto use such
Cospany Service for a pericd eof months egual to or
greatar than the nusber of monthe remaining in the tarm
during which the converslon takes place.

o | All Customer regquests to2 commence or terminate a
Basic EasyAnswer Term Plan =ust be made in writing,
sither by certified or regis.sred mall ( c
[euested), to Company and received no later than thirty
(30) days pricr to the then exiat.ng term expiration
date. If such notification im not recelved by Company
within this tiseolraze, the Basic EasyAnswver Teram Plan
agreement will be automatically renewed for & new term
of commitment. The Customer has ninety (90) days froms
the date service is made avallab!s in wvhich to notlify
Company ln writing, elther by certified or reglstered
mall (return recelpt requepted), of tha Customer's
desire to cancel this agreement without further
obligaticn.

.4 Easy Online Calling Card and Easy Calling Card
Option N usage ls excluded from the Baslc EasyAnswer
Term Plan discounte.

Issuad:

Issued by:

Effectiva:
Charles J. Cardella, Vice President-General Manager
Legislative and Regulatory Affalrs




WORLDCOM 7 ICENOLOQIES, INC. SOUTE DAKOTA TARIFF
515 East Amite Street ORIGINAL PAGE 87

Jackron,

39201-2702

5. GRANDFATHERED SERVICES (Cont'd)

5.2

EASYANSWER SERVICES (Cont®d)
5.2.1 Bamic EasvAnswer Service (Cont'd)
5.2.1.5 Basic EasyAnswer Term Plan (Conr'd)

« 5 Basle EasyAnswer Term Plan Discounts
Qutbound Toll Frees
Ism Riscount Riscount
12 Monthe $-0050 $.0150
24 & )6 Monthe §.0100 $.0200

5.2.2 EasvAnewer Apwoclation

The EasyAnswer Association program is a benefit package which allowe
the Aindividual users who are mesbers or esployess of the
partlcipating organization to receive additional product discounts.
Members who welect to participate in the EasyAnswer Assocliaticn
program will recelve Basic Easyhnswer products, and Easy OnLine
Calling Card Service or Easy Calling Card Option A Service.

To quallfy for Easyhnewer Assoclation an organization genarally sust
be a: {1} Trade assoclation representing businesses or individuals
in an industry, professicn or business clissiflication; (2) Business
with franchises, agents, distributors, or sultiple representatives;
{J) Mon profit organization, or; (4) Buyling group not organized
mersly to buy Company long dlestance for resale. The qualifying
organization agrees to meet the following set of criteria within (6)
months of undertaking to qualify and thereafter malintain thas, and
enters into a written agreesent with Company for the marketing of
Company's services. The group's me=zbers who have subscribed to
Company‘s services throughout the group ®must have aggregats
billings, net cof taxes; promoticnal credits and surcharges of at
least 55,000 per month.

Company will render monthly statesents to the individual mesbers and
the statement received will show all appropriate discounts. All
sums dus from members are the sole property of Company, and Company
shall have the sole right to collect, snforce collection and settle
such sums. The EasyAnswer Asscclation member group shall receive a
monthly report from Company llsting sembers of the group who
subscribe to Company service under thls progras.

Unless otharwise specified in this tarliff{, cesber’s usage of Company
service under this plan cannot be used to qualify for any other
benefite under this tariff or under cocther arrangements batween
Company and third parties who undertake to market Company’s
services, Association discounts for Basic EasyAnswer are outlined
in this section.

EasyAnswer Association pombers will recelve a 5% discount on
interstate and intrastate umage, peak and of{-peak time paricds for
monthly and one (1) year term plan Customers. Assoclatlon members
who esign up for & two (2) year term plan will recelve the same
discounts as non-Asscciation Customers.

Isgued:

Effectivae:
Issued by: Charles J. Gardella, Vice PFresident-Ceneral Manager
Legislative and Regulatory Affalre




WORLDCOM TECHNOLOOIES, INC. SOUTE DAKOTA TARIFF
515 East Amite Strest ORIGIMAL PACE 829

Jackson,

39101-2702

5.  QRANDPATHERED SERVICES (cCont®d)

5.3 - - ¥i
5.3.1 Pescripticg - "The Answer” is a family of service offerings
that cffers & unified service for single or multi-location Custosers
using switched, dedicated, and OnLINE card origination and switched
or dedicated toll free (in WATS) termination. “The Answer" package
includes thae avallablility of switched and dedicated access
termination with peak and off peak rates, volume discounts,
accounting codes, call detail, and a consclidated invoica for all
locations. Peak and off peak rates and volume dlscounts can be
found In Sectlon 4.5.6.2.. Optional features are described in the
Company’s Domestic Tarlff. All fractional per call charges will be
rounded to the nearest whole cent.
“The Answer® I is avallable as an cutgolng switched product with
originatien wia FOD, equal access lines. *The Answer® II Lie
available am an outgoing dedicated product wvia Customer-provided
dedicated access line (DAL) or T-1 access. “The Answer® III ie an
toll free product via regular business lines. "The Answer™ IV Ls an
toll free product via Customer-provided dedicated acceas lina [DAL)
or T=1 service. *The Answer® V Online World Calllng Card iwe
avallable as & callling card service.
5.3.2 Usage Charges
5.3.2.1 Bate Pericds
All calls that occur between 7 A.M. through 7 P.H. Honday
through Friday, except on Company-recognited holidays.
Off Peak
All calls that occur betwsen 7:01 P.H. through 615% A.K.
Honday through Thursday, and all calles betwesen 7:01 P.NM.
Friday arnd 6:5%9 A.H. Monday and Company-racognized holidaya.
5.3:.d4.2 Billing Increment® = “The Answer™ products are
billed in six (6) second Lnitial increments and ace rounded to
the next higher [ F% (&) seccnd lncremant {except
Internaticnal, which is billed irn thirty (30) second Linitial
incremants and ie rounded to the next higher six (&) sescond
incresent). “The Answer®™ V Onlins World Calling Card usage is
billed at an initial sixty (60) seccnd increment and rounded
to the naxt higher eix (§6) second incresment thersafter.
5.3.2.3 Ear Minute Rate Schedule - “Ih -
i IY = Per minute rates apply ae shown below. In addicion, a
volume discount will apply to each month's total Peak usage as
spacified below.
*Ihe Angwer® I “Ibe Answer® XTI
Eeak Qif Peak Eeak QIf Pesk
$0.1905 50.1524 £0.2236 50.1769
- n - - '-!..g EH[![.:- Ij-
Eeak QIf Peak Peak Qff Peak
$0.127) $0.1019 $0.1616 50.139)
Issued: Effective:

Inmued by: Charles J. Cardella, Vice President-Coneral Hanager
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WORLDCOM TECEMOLOGIES, INC, soUTH DAKDTA TARIFP
515 East Amits Strest ORIGINAL Pagm a®
Jacksos M8 39201-3703

5. SRANDFATHERED SERVICES (Cont'd)
5.3 ZIHE ANSWER® FAMILY OF SERVICES (Cont‘d)
5:3.3 ZIhe Anewer® V - OnLine World Calling Card Sscvice
5.3.3.1 Direct Dial Rate Schedule
+1 Eear Minute Rates (S)

Iilze of Day Bate Per Minute
Paak $0.2500
off-Peak $0.2500

-2 Eilling Incrementy - Usage is bllled at an initial
slxty (60) second incresent and rounded to tha naxt
kigher eix (6) second increment thareafter.

-3 Bsc Call Surcharge = The following murcharge will
apply in addition to the per minute rates found in (a)
above .,

Per Call Surcharge $0.65

The following surcharge im in additlon to the par
minute rates found in (a) above and will apply to
calls which default to a live operator.

Per call Surcharge §0.65

5.3.3.2 - - -

Schedyle - If a Customer chooses to access an Oparator to
place a call, the call will be billed at per =lnute ratas
(Dial USA) as provided in Section 4.1.2.2.

.1 Billing Increments - All OnLine "Answer® calling
card calls placed with the assistance of an cperatar
will be bllled in one (1) minute increments.

-2 Per Call Surcharges - The following surcharge wilil
apply in addition to per minute rates.

Ber Call Charge
Station-to-Station $1.50
Person-to-Person $).00

5.3.4 Yolupe Discount = A volume discount will apply to sach month’'s
total domestic Peak usage as spacifled below and is calculated on a
retroactive amcunt basis. Total LIntrastate, interstats and
internaticnal usage for all Answer products of the sase tars langth
may be combined to reach the appropriate discount level. “The
Answer® V OalLine World Calling Card calls are added to the total of
monthly usage to determine the appropriate discount. Off peak usage
and International usage contrlbute to volume discount but are not
sligible for discount.

lesuad: Effectiva:
Issued by: Charles J. Gardella, Vice Presldent-Cenaral Manager
Legislative and Ragulatory Affalrs
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WORLDCOM TECEFILOOIES, INC. BOUTE DAXOTA TARIFF
515 East Amite Strest ORIGINAL PACE 90

39201-2702

S.  GRANDPATHERED SERVICES (Cont'd)
3 “THE ANSWER® PAMILY OF SERVICES (Cont‘d)

5.

5.1.4

5.3.5

¥Yolume Discouns (Cont’d)

~=—== % Discount ==—---
*Answer” I, II, III or IV

249.99 on

999.99 5
2,499.99 ™
4,999.59 5%
7,499.99 1l
9,999.99 1
§24,999.99 15%
§49,999.99 17
$£50,000 plus 15%%

& W A% A I AN

=]
o
LI I B |

services are avallable to Customere through an Extended Service Plan
("E5P"} option Lf the Customer agrees to commit to such service for
a toerm of twelve (12), twenty=- “ur (24), or thirty-six (J6) months
and tc genorate a minlmus moninly groes usage as cutlined below.
Customors who elect the Answer ESP optlon are subject to the
following:

$.3.5.1 Customors must indicate what Answer ssrvice or
services are to be Iincluded Lin the ESP. Ths discounts
provided under this option become effectlive with the first
full month’s usage.

5.3.5.2 Customere sust reach the ninlzus usage requiresent
associated with each Answer ESP option by the fourth Lnvolce
pariod and sonthly thereaftar.

5.3.5.3 Customers who do not generate the monthly minimus
required in a given month will be billed tha monthly sinlzum
in lieu of the actual usage for that month. HNo discounts will
ba applied if usage does not reach required ESP option
monthly minimus.

5.3.5.4 Customers who terminate service prlor to the and
of the term of commitment will be bllled the minimuam usage
requiresent times the number of full or partial =sonths
rezalning in the tera Iln one lusp sum. This charge will not
apply to Commpany Answer Custosars who convert from an Answer
service to another Company service with equal or greater term
and alnlmus regquiresent cosmitzents.

$.3.5.5 All Customer requests fn commence or terminate an
Answer ESP must be made in writing .o Company and recelved no
later than the last day of the sonth preceding the month in
which the desired action is to take effect. Ths Customer must
provide written notlficatlon to cancel the ESP which must be
recaived by Company not less than JO days prior to the
axpiration of the term commitment. If such notification is
not received by Company within this tireframe, the Ansver ESP
agreemant will be autcasatlcally renew & for & new taras of
commitment .

iesued:

Inmuad by:

Effactive:
Charles J. Gardella, Vice Fresident-General Manager
Lagislative and Regulatory Affalrs
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S.  QRANDFATEERED SEXVICES (Cont'd)

5.3 SIHE ANMSWER™ FAMILY OF SERVICES (Cont’d)
5.3.5 ZIhe Answer® Extended Service Plan {“E3F") (Cont‘d)
5.3.5.6 Customars who alect ESP for "Tha Answar® I or III

sust meet the minlmsum usage requirssent of $150 per month par
account for sach service. Customers wvho slect ESP for "The
Answer® II or IV sust meet the minl=us usage regqulremant of
$1,000 per month par account for sach service. A minisus
cosmitmant does not apply to the "The Answer®™ V OnLine World
Calling Card service.

5.3.5.7 Customars who subscribe to "Tha Answar® through an
ESP optlion will receive the following disccunts in lisu of
those described in Section 5.3.4.

5.3.5.8 This additional discount Lim» applied to all usage
and is given conly to Customers who have met the msonthly
minimus usage requirssent.

5.3.5.9 Total Aintrastate, Ainterstate and international
usage contributes to discount level, including "The Answer V -
OnLine World Calling Card usage. Dlirectory Asslstance calls
are not added to the total of monthly usage to determine the
appropriate discount nor are they d scounted.

5.3.5.10 The method of calculatlion to determine the ESP
discount is explained below.

*“The Answer® I, II, IXII, IV
or "The Answer® V Online Calling Card

crmmmeeeeeeee—= | DlECOURE === ————————————

12 Month ESP 24 Month ESP J6 Month ESP

—Honthly Usage {§) Peak Off Feak Peak OQff Peak Peak ©Off Peak

H 0 ~-3 249.99 0% os (#]1 o 0% o%
§ 250 - § 999.99 2% 7% 15N 10% 17 12%
§ 1,000 - 5 2,499.99 14n ™ 17 10% 19% 1
§ 2,500 - 5 4,999.99 16% ™ 19N 10% 21n 12w
§ 5,000 - § 7,499.99 1848 ™ 21w 10% in 1
§ 7,500 - § 9,999.99 0% ™ 23 10% 25% 12%
$10,000 - $24,999.99 22% I 25% 10% 2N 12%
535,000 - $49,999.99 24 ™ 2N 10w 29 1%
$50,000 plus 6% ™ 29% 10% EHLY 12%
5.3.5.11 Method of calculation for ESP Discount - Determine
ths total monthly usage {all domestic, internatiosal and
Answer OnLine usage combined). Refer to the appropriate term
pericd. The discount percentage will apply to all domestlc
Peaak usage, Iincluding "The Answer® V OnLine Calling Card
usage.
Issued: Effective:
Issued by: Charles J. Gardella, Vice President-Censral Manager
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s. QRANDFATHERED SERVICES (Cont'd)

5.4

ASSOCIATION SAVER

£.4.1 The Assoclation Saver Program is & benefit package which
allows the individval users who are members or employees of the
participating organization to receive additional product discounts.
Members who elect to participate in tha Asscclatlion Sawver prograas
will receive Answer Products and OnLine Calling Service.

5.4.2 To gqualify for asscciatlon saver an organization generally
must be a : (1) Trade assoclation representing businesses or
individuals in an industry, profession or business classification;
{2) Business with franchises, agente, distributors, or multiple
representatives; (3) Non profit organizatlion, or: (4) Buying group
not organized merely to buy Company long distance for resale. The
quallifying crganization agrees to meet the following set of erliteria
within six (6) months of undertaking to qualify and thereafter
maintain them, and entere into a written agreement with Company for
the marketing of Company's services. The group’s members who have
subscribed to Company’s services throughout the group Bust have
aggregate billings, net of taxes; prosotliconal credits and surcharges
of at least 55,000 per monthy.

5.4.3 Discounts Applicable to "The Answer®: Croup membars who
subscribe to Answer I or Il products (to Lnclude a twelve or
twenty-four sonth “ESP* term commitment) will receive a five (5V)
parcent discount of Answer usage up to $2500.00. Group members who
subscribe to Answer Il or IV products will receive the following
rates: (1) mesbers who elect no term commitment will receive terms
rates applicable to & twelve-month TESP" term comaliment; (2)
cecbers who commlit to & twelve-month "ESP® term will receive term
rates applicable to a twenty-four month "ESP”" term coomitment; and
(]} members who commit to a twenty-four month “ESP” term will
recelve term rates applicable to a thirty-eix month “ESP" term
comzitmant.

t.4.4 Company will render monthly statements to the Lndividusl
cecbers and the statement received will show all appropriate
discounts. All sums due from cembers are the socle property of
Ccapany, and Company shall have the sole right to collect, snforce
collection and settle such sume. The Assoclation Saver me=ber group
shall receive a monthly report from Company listing members of the
group who subscribe to Company service under this program.

PREPAID CAPD SERVICE

$.5.1 Depeription = Prepaid Card Service is a switched service that
enables an end-ucter to place calls charged to prepald phone cards
issued by Company. The end-user accesses the network by dialing the
appropriate Company toll free nusber pristed on the back of the
card. Slx toll free numbers are avallable and sach number prompte
the end-user in a different language: Chinese, English, French,
Japanese, Portuguesae, Spanish and Cer=an.

The FPrepaid Card is available in 10, 20, 50, 100 and 200 wnit
(minute) denominations. The 10 unit (minute) dencmination cards are
subject to a per card surcharge of 50.20. The number of avallable
Cos=pany Prepald Carde le subject to technical limitations.

Issued:

Effectiva:

lasued by: Charles J. Gardella, Vice President-General Manager
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S.  QRANDFATNERED SERVICES (Cont‘d)

5.5

EEEFAID CARD SERVICE (Cont‘d)
§.5.1 Depcription (Cont'd)

Company is not llable or responsible for theft, los» or unauthorised
use of cards or card nusbers. Company will not refund or issus
credit on wunused units (minutes) of the Prepald cCard. The
Customar(e) of Prepald Card Service is wsolely responsible for
payment of all applicable fedaral, state ur local use, exclse, sales
or privilege taxes, dutles or any similar fees that msay be assessed
by any governmental body or regulatory authority in connecticon with
the service.

5.5.1.1 Avallabllity - Prepald Card Service is avallable
24 hours & day, 7 days a weak. Card avallability is limited
and shall be handled on a first come, first sarved basis.
Prepald Card Service can be accessed through touchtons
talaphonss only. 900 calls cann>t be made on ths Prapaild
Card.

5.5.1.2 Card Depletion/Renewal or Explration - Each time

the card is usad, the end-user hoars a Seasage stating the
asount of minutes remalning on the card. Sixty (60) seconds
pricor to the card being depleted, the user hesars a warning
announcing the time remalning on the card and a reminder tone
10 saconds thoreafter. If the end user is holding a re-usable
card, the user can extend the value of the card iln increments
identlifled via volce prompt by charging the cost of additional
incresents on an authorlized maj>r credit card. The systam
will prompt the user through the processes necessary to
purchase these additional increments on the phone card. An
online credit check will be done to ensure avallable credit.

Each Prepaild Card will explire twelve (12) months following
printing of the carde. If the card is purchased wholesale the
customer will be given an additional three (3) month period in
which <o sell the carde ordered prior to the beglnning of the
twelve (12) month periocd.

5.5.2 Usage Charqes

£.5.2.1 The customer may obtaln Prepald Cards am a one-
time purchase with full payment due upon dellivery. The
minimum purchase is 10,000 units. Prepaid Cards will be sold
At prices rounded to the nearest cent. The rates and voluse
discounts are as follows:®

~YUnite Bate per Unit

10,000 - 24,999 $.280
25,000 49,999 260
50,000 99,999 240
100,000 149,999 .220
450,000 349,999 -200
150,000 459,999 .190
500,000 149,999 « 180
750,000 * 175

lesued:

Effectiva:

lssued by: Charles J. Gardella, Vice President-Ceneral Manager
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5. QRANDFATHERED SERVICES (Cont d)
5.5 PREPAID CARD SEFVICE (Cont'd)
$.5.2 Usage Charges (Cont’d)

5.5.2.2 The customer may cbtaln Prepald Cards with a one
or two year cosmitment with payment dus upon delivery of esach
order. The minisusm purchase is 100,000 units and the purchase
sust be ordered in 50,000 unit incresments or sore over the 12-
month or 24-smonth period. FPrepaid Cards will bes sold at
prices rounded to the nearest cent. The rates and volume
discounts are as follows:®

_Unice BRate per Unlt
i=¥r Term i=Xr Term
100,000 - 249,999 §.230 §.240
250,000 - 499,999 «210 -220
500,000 - 749,999 «190 . 200
150,000 - + . 180 -150
. The ten unit (minute) dencmination cards are
subject to a per card surcharge of $0.20.
5.5.2.3 Cards will be decreased by 1 unit per mlnute for
Intrastate calle and 2 wunits per esinute for Dlrectory
Assistance.

5.6 Mrs Intelepet Calling Card Service
£.6.1 Pescriotion

MFS Intelenst Calling Card Service is provided to Customers for use
when away from thelir established service locatlion. HNew custocsers of
the Company‘'s interexchange services will automatically be issued
two calling cards. These cards will initially bsa subject to a
$25.00 per month usage limit. Upon notification to the Cospany by
tha Custcmer, the monthly usage limit say be increased. Access to
the service is galned by dlaling a Ccopany-designated toll free
asccess number (eg.B00-NXX-XXXX), plus -he Customer’s/ User’'s MNFS
Intelenat Calling Card authorization nusber and the called telephone
nuzber. The service includes a Custoser-prograsmable speed dlaling
capabiiity for up to eight telephone nusbers, and a capablllity
whereby a Customir may establish 2-to-6 diglt, verified or
unvarified accounting codes for use with the MFS Intelenat Calling
card, at no additlional charge. The MP5S Intelenet Calling Card can
alpo ba used to place an cperazor-assisted a.d directory assistance
calls, subject to the application of additicnal charges.

Beyond these standard features, the MHFS Intelenst Calling Card
includes the followlrng enhanced features: conference calling, MFS
Intelenet Volce Mall access, volce messaging, and news and
information access. Use of these enhanced features is subject to
separate charges. MFS Intelanet Calling Card calls are bllled in
six second increments, wlth a one minute minimum. This secvice i
cffered with Peak and Off-Peak pricing. A description of the
additional features are as follows.

Issued: Effective:
Issued by: Charles J. Gardella, Vice President-General Hanager
Legislative and Regulatory Affaice
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5. SEANDFATHERED SEEVICES (Cont’d)
s.6 Mrs Intelenet Calling Card Service (Cont'd)
5.6.2 Qperator-Agelsted Calle
Tiha MFS Intelsnet Calling Card can be use. to place WFS Intelsnat

operator-assisted calle. The surcharges are applied par call, in
addition to the standard usage charges.

%.6.3 Directory Aspistance Calls

The HFS Intelenst Calling Card can be used to place calls for
Directory Assistance. A flat charge will spply per requasted numbaer
{Requested Humber Charge). At the Customer’s option, the Company
will automatically place a call to the reJuasted numbar. For calls
completed in this manner, & Call Completic Charge and the Standard
Usage Charges will apply in addition to the Requested NHumber Charge.

S.5.4 Enhanced Features Charges

Enhanced features are available for use as described below. Enhanced
featureas charges apply im lleu of standard usage charges. Usage
charges are billed in esix second Lncremonts with & one minute
minloun,

S.6.4.1 Conference Calling
Allows a User to sstablish a conference call by accessing the

conference cperator. Charges apply per sstablished line and
per mlnute of usage.

5.6.4.2 Yoice Mall Accese
Allows ¢ User to access MFS Intelenst Volce Mall and to place

return calls without having to hang-up and lnitiate a new
calling card call.

5.6.4.3 ¥Yolce Hessaging
Allows the User to leave up to a three mlinute volce recorded

sossage that Ls stored for future dellivery whan the called
nuzber Ls busy or no answer.

5.6.4.4 ligws and Information

Provides access to news, weather, sports, financlal
information and cther features.

5.6.5 Rate Periods
Peak and Off-FPeak rate perlods are as follows:

Non-Holiday To But Hot

Eate FPeriods Erom Including Qaya

Poak 8:00 a.m. 5:00 p.m. Mon=Frl

off-Paak 5:100 p.m. B:00 a.m. Mon-Frl
B8:00 a.m. B:00 a.m. Sat-Sun
8:00 a.m. 8:00 a.m. Holidayw

Helidays: ©On Christmas Day (Dec. 25), New Years Day (Jan. 1),
Mesorial Day, Independsnce Day (July 4), Labor Day (firet
Monday in Sept.) and Thanksgiving Day (fourth Thursday in
Mov.) the Off-Peak Pericd rate appllies unless a lower rate
would normally apply.

lasued: Effective:
Issued by: Charles J. Cardella, Vice Presldent-Ceneral Manager
Legislative and Regulatory Affairs
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$.  QRANDPATHEERED SERVICES (Cont’d)
£.6 MFS Intelenst Calling Card Service (Cont’d)
5.6.6 Usage Chacges
5.6.6.1 Standacd Usage Chacges

Enten
Par minute of use
Peak/Off-Peak Rate § 0.25
Off=Peak Discount o
Per Call Surcharge § 0.40
5.6.6.2 -
Person-to~-Person surcharge $ .50
Statlion-to-Station surcharge § 0.60
5.6.6.2 Rirectory Aselstance Calle
Reguested Nusber Charge ¢ 0.60
Call Complation Charge $ 0.60
5.6.6.4
Confersnce Calllng
per establ lohed line § 2.00
per minute of usage per line § 0.26
Volice Mall Access
por minuta of usage § 0.26
Voice Messaging
per call $ 1.50
Hews and Informatlon
per minute of usage $ 0.28
Issued: l!‘[.;;kv-;

Isaued by: Charles J. Gardella, Vice President-General Manager
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WorldCom started a telecommunications revolution
by becoming the first company to provide its own long

distance, local and Internet services—internationally.

Foll senvieegentensin e 1-1--+|L|.'. tlme, coonomn,
stmplicits, comvenience. Jost o handtul of the beneties created
when three mdustry ntans—1 DS WorldCom, MES
Commumoationsand |1 NET —mereed Ia-:Ln.'.ih,‘ the
chtinare o -spinpy relecom shay: Wirld€ ong,

WorldCom has redefined modem communications b
et Al ol the mransnission servives yor basiness needs
Wil nerworks and operatons i more than SO countries.
WarldCaom pros wdes Cralines-based bocal. long distance and
|u[;'111|.'i SOV IO To tili‘wlllh.“-\L'\, other carmiers of rL'Tus.:n.rmurlm-
cutioms tratlic and the residenal marker

By cmbracing technology, and veny often Proncenng
it WorldClom bas plased o magor role in chuaneing the was
|'||I‘=”IL"‘\L"‘-"I'L-.'- e '\"-L ve alrered the idusen torever with
technolosical immm ations thar Rave become standinds

Bur for all of our high-profile accomplishments, what
drnves WordCom s one commutment to pros iding whar is

pracocal torvou and sour business, Teas vour woghd we senve,
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Value Investors, Long King
May Be Knocked Off by the Growth Gang

© 1994 Dow Jones & Company, Inc. All Rights Reserved.

of the Hill,

HEARD
ON THE
STREET

By Josw R Dosurtas
Ml Repuertes af Ted Waii STaery knawai

NEW YORK - For 2% years, “growth”
Investors who chase rapidly rnung eam
ings have Lpped behing “vabe” mvestors
who buy 2ocks cheap. Hut the tide may
T So0n, some market velerins sy

“I'm hoping it's the latter part of Uus
year,” says James Cralg, manager of the
Janus Fund. The Denver motey masager
owns a mixlure ol valoe and growth
stocks, bat all of his recent purchases
have been growth gocks

A tum toward growth may alredy be
occurring, says Willkam Dodge, chief
investment strategist for Dean Witter
Reymnokds in New York. Feturms from the
value sector are sl positive, but head
ing south in a burry.” he says

Growth stocks have been oul of favor
before, but rarely for such & long period,
says Terence J. Mclaughiin of Ashland
Management in New York. Over the
years, be says, growth stocks have sold
for 1.0 to 22 tomes the valuation of the
average siock (based on each stock's
price-io-eamings ratio L. Lately, he says,
growth stocks have fetched only 1.1 or 1.2
tines the average valualion. 5o there's
plenty of room for growth stocis @ rse

Growth and value are the two major
schools of tnvesting. T rowth thvestors
buy stocks with rapadly growing sales and
eamings. Such siocks usually cost more,
but proponepts say it', worth paying a
premium lor them, because eventually
e fock’s price will reflect rising profits
Thetr are often heavy (0 areas
such as technology, communications,
entertainment and medicine. Midical
stocks have been battered sinee 1992, and
that's one reason many growth managers
have done badly

Vilue investon are the Scroopes of the
marketplace. They buy stocks that are
cheap compared with a company’s fam:
ingy. assets or some other hindamental
yardstick. Thelr portfolios are oflen
heavy on lnancial storks, utilities and
basic industry cyclicals such as autos,
chrmicals and stevls

Both investing methods have their
share of pitfalls. Value investors may buy
a stock that s cheap, all right, but it may
becotme even © as the company’s
problems intensify. Growth investors
may buy 2 company tha! s Oying high
st b= aboust o osedive

Which is the better way o invest for
the long term? Thal question kas pever
been seitled, and money managers of
both schonols have had sorcess over the
years. Bul in any given year, one style
often beats the pants off the other
Inderd, oo stvle will often reain kdng
of the hill for one o kur years. By most
measures, value has been king since
earfy 1902

Why should that change? One reason
is that corporate profit advances may
slow in 1995, growth stock proponents
say. When the economy Is gaining
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steam, cyclical stocks can show expiod
ing earningy, and their gocks mowe up
smartly, But when the economy siows,
earnings growth becomes a scarcer
commadity, which only a true growth
stock can deliver

*il we are moving into a with
siow [economic | growth moderate
inflation, i's an ideal climate for growth
stocks,” says Rodney Linafelter, a mon
ey manager with Herger Associates,
Denrver

Meltssa Brown, chée! quantitalive anma
iy at Prudential Securites in New York,
“strongty favors™ growth stocks over vak
ue stocks. She says the valuation on
growth stocks has been “out of whack®
with investors unreasonably stingy about
paying for growth

Ms. Frown says “the rale of econome
growth s slowing down somewhat,
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chanpng whal had been a plus for value
stocks i & neytral factor. She sees the
receni Increases n interest rales as a
birw o value Stivcis. Fising rales depress
economuc activity, and particularty hur
fnanceg and otility stowcks, often main
stays of valoes portindaos

The accompanying tabie, compled by
runming a civmpuler “screen” with Mar
kethoue software, shinas soime compans
of potential interes? o prowth-stock affy
chonados. Every stock (n the tabie has
dhown sies and eamings prowth of X%
or more during the past year, three years,
and five years. The stocks in the table
ks show earmings acceleration: the past
four quarters’ earnings growth was
grvater than the growth in the earlier
periads. In addithon, they pass some other
statistical tests: debt less than 50% of
ol capital. 4 pnee / earnings rato below
RE, and o rmaarket vadee of 5100 million of
e

The table has a strong techioiogy fla
vor, and tneludes several little known
roamigsinkes. It 6 devord of traditonad big
oot nondurabie” stocks, the drog
frun? and tobawceo nammws ke Merck, Coca
Cola ared Philip Morris that for years
were standard issues in many growth
stk poetinlios

It's hard for any big, mature con Ay
0 show r%e annual growth in sabes and
PLITANES. Al SOMe MONEY MARIZETS Sy
the bag-mame steady-growth stivks have
possed their peak growth penods, much
i Intermationa] Busdness Machines and
Xerox did a decade carfer

“The traditional growth stocks have
stopped growing.” sayy Doug Haborn,
chairman of Raborn & Co. in Delray
Beach, Fla. “Take Merck, Procler
& Gamble, Campbell Soup, Hershey
Foads their rates of growih have
shrurd diwn beviuse ey can o ooger
radse powces 4t wall "

inhers say that the big name growth
sticks aren’ dead, just aslesp. My, Cralp

of Janus Fund is a large holder of Wal-
Manrt Stores, Home Depot and Gillette, for
example. Thelr prce /' earnings miltiples
“are contracting to a pont where they'ne
getting real cheap,” he says. Mr. Dodge of
Dean Witter looks for a resurpence from
stocks such as Home Depot, Coca-Unla,
MiDonald's and Microsolt

Mr. Linafeiter of Berger Associates
prefers smaller comganies that can show
red-hol earnings growth. He happens o
o the first three stocks shown in the
tabde: Sodectron, Cobra Golf and Atmel

Solectron, of Milpitas, Callf., makes
printed circul! biinds bor use in computers
and other secirone devices. Many of the
country’s big computer makers are con-
tracting out work to Sodectron. “Most of
he major technology companies ane nod
gEreal manufacturing companies,” savs
Mr. Linafelter. “What they re pood al s
new-product development and marketing ™

Cobra Golf, which makes larpe head
! clubs (ke another siccessful stock,
Callaway Golf | will benefit from demno-
graphics, as aging baby boomers hut the
golf links, Mr. Linafelter says. The
endorsement of grifing star Greg Nomman
& proving a valuabée marketing oo, wkis
Mr. Linafeiter

Atmel, & sermuconductnr company, has
thrived by making specialized compo
nenits such as loge chips and flash chips,
Mr. Linaleiter sayvs.

Two names in the table have a high
controversy guotient. Frankiin R=sourres,
& mutual-fund company, emphasiees hond
funds, which have had a mcky time late
ly. Bomimy. a furniture retaller, shociond
Investors recently with a down quarter
iseven cents a share profit. compared
with eiyght cents a year earber |

As a3 resylt, Franklin Resousres |s
cheap for a growth stock, seiling at only
12 times earmings. And Bombay, while
sl at 19 tumes carmings, has come way
dowT, seling for 11% a share yestendbiy,
dowm from a4 Dweek highof 12%

SR T
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Which Companies Stood Out
For Better or Worse
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B 'L L I NG S ERVICES

‘Chlruﬂufthmcmmﬂuhd.mhﬂmm
confusing. Everything in balance. The way things should
be. When accounting for your world.

"The pressure to minimize corporate expenses has
never been more acute. Now, more than cver, companics
Jrving o rediee or contain costs are closely scrutimzing their
long distance hills.
Thags why we developed the Spectram Call

Mastiger billing svstem, arguably the best invoicing svstem

¥
. - &
avatlable for managing fong distance costs.
Spectrum Call Manager gives vou flexible reporting,
remittance and mvoicing oprons. With four Stratum Billing
L]

Levels o chitiose from, this service offers the proper level of
simpliciey or complexity for vour specific billing applications.
Spectaum Call Manager provides vital long distance
stanstics in vour choiee of 32 different management reports,
< The reports can be generared by location or reflect usage from
groups of locations. You decide which locations swill remir,
the locations for which they are remitring and which locations.
recenve particular reports.
Finally, an invoice solution determined by vour necds

rather than by svstem himitations,

W) RLD
com.
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detaled informstmn on whio vioder
best sales prospects are, when
they are located and the products
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ONE SERVICE FITS ALL

By gobbling up smali local carriers,
WorldCom is becoming a one-step telecom.

BY STEPHEN GANDEL

long-dstance phone call s bke a relay race The call is handled hrst by a

mier often a Baby Bell, then passed to a long-thstance company

ten back to yet another lpcal carner, comphet ng the circut. Now magine

@ of the relay-team members wear the same colored jerseys They're all rvals
jues. And wath new federal laws, that rmvalny iS sure (o intensdy

ik







WenoinG BELLS

ordCom snappe. up MFS Communications m January
3Com anncunced & would merge with modem maker US
Roboticy in February. And the mergers of MCI and Brash
Telecommurscations, Bell Atantic and Nynex, and SBC Commenica-
bons and Pachic Talesm ol are unde: way Athaugh the waters of the
telecommurscations mdustry are roded now, one fact should be
clear: Jockeying for posson will bring more merger and acquisdon
sctnty. The challenge for mvestors is 1o predict which companies vl
pet bought and lor what pnce. Wa thenk we ve found a few Adtran,
Boca Research, Microcom, ParGam Technologes, Palmer Wireless,
and Telepont Communicanons
The WorldCom-MFS merger prowdes a good takeover model,
says Robart Bolen of the Naahwille brokersge J. €. Bradlord. “I's
tough to ba & player i the local market without your own network ™
S0, Bolen eaplping, companies offening local service are aftractive
takeover targets for amy of the long-distance players, mainly ATAT
MCi, and Sprint. Take Teleport Communications, whach provdes lo-
cal phone service to busingsses in 55U S markety. Long distance
companias typically pay 40°% of their revenus to the local compa-
nies for originatng and completing calls, but Teleport, with its own
fibar-optic cable network, might prowde a cheaper alternatve
(See Street Sentument, pags 55
Tha wareless markel. too, s ripe for consobdation Wireless
companies sie trying fo construct a single cellutar network for the
entire United States, ond thay will biely scqu-re smalfer compa-
rues 1o do it But the scquesition season mn the wireless segment is
still far off, says Dawd Karson of Dain Bosworth in Minneapolis
That said, Paimer Wireless, with its strong netwotk in the south-
esstern U S, might emerge a3 a target,
Karson says, because i serves an area
in which ATAT is lookeg to expand
Among TeCOMMUNICAtONS Qup-
mant manufacturers, c~eck out Boca Re-
search and Microcom Stocks of modem
makers, mclodng Boca Research and -
crocom, have fallen recently. Because the
newe, faster modems don’t all communs
cate with ona another, Nvestons are wal
ing on the sdelnes to find out which mo-
dem plattorm wall resgn supreme. When
the ranstion 10 the mkw modens WhLES
place, according to Michael Crstnaanc
an analyst st Needhsm & Co n New York,
it could amount to $10 bdkon in new riev:
enue. Boca Research and Microcom are
wadng at forncasted price-earmngs mol

um
Purteas begoagmna mn
Pt Wewlers s

Tolepent (ommemercae:  [ADI0

—— ——— — — — — — — — S — — — S— S S— S m— O m— — ——

bples of 15 and 1], respectvety, muttiples that laige networking com-
pamgs mght lind attrattwe. As Nea! Jobiison, an snabyst st Robason
Humphray i Atlanta, says, "VWhan § mariet hts 3 down cycle, asthe
modem market has, the » arp often acquestons ™

Telecom companes also mght fancy Adwan and PauGain
Technologies, hath recognued leaders in boosting the perfor-
mance of long-distance bnes. Instesd of replacing copper tale-
phone hnes with hber-optic cable, a costly process. telecoms can
deploy Adtran's ISON and PanGam's HDSL technologes, wiuch en-
abde the copper 1o carry dugital sagnals, increasng the rate st which
a sighal travels along tha wire

Vhereas the two “rchnologies have simdar functions, Adtran's
ISOM lines are used pomanky in the ressdental market, 1o provide
{aster Internet connections and lor accessing corporate Computer
natworks Irom home. HDSL, on the other hand, has & larger capac-
ity than ISDN doas, but it is more axpensmve. Thus, PaxGain's tech-
nolagy s used prmanly 10 meet the needs of corporabons, univer-
sitias, and miltary bases Because most of Adtran’s end PauGain'y
revenue comes from local operators. ether company might be
snatched up by a Baby Bell 01 courss, Adtran and PawGain might
remain mdependent for the same reasan that Lucent, & maker of
talgcommunicabions equipment, wanted to be free of ATAT: the bet-
ter to sell equipment to all parties, inciuding rvals

Merger and acquesiion actvity is bound to heat up, but be cau-
tious. It's hard to guess what's gong 1o be bought—when, by
whom, and for how much. (U.S. Robatics shares, for example, fell
S5 in the two days lolicwing its anngunced tekeover ) That's why
Charles Pluckhahn of Dan Bosworth in Seattie says you canl ig-
note business fundamentals. “In the cases of both Adtran and Pair:
Gam, the fundamentals are excellent,” Pluckhahn says “That's
wiry investars should buy them .~ — STePER GANDEL
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Value Investors, Long King
May Be Knocked Off by the Growth Gang

HEARD
ON THE
STREET

By Juses K. Dot
gl f Reperier af Tl Waii SrasFrt b aua
NEW YORK - For 2 ywar, “growth”
DS whn riaee &Y nEng *am
g LR T ¢ e e 3 i L 1 i
whn bary Rorks che gl e U ey
BT SOON, SN 1T FINS fly

*I'm hoping it latter part of this

yrar,” sys James Crag, manager of e
Janis Fund The  enver rmohey manager
wni 4 mixture of value and prowth

stncks. byt all of k
have been prmeth 2o
A tuen toward prosth may already be
ocCurring, says Willian it
investment strategis! for Dear
Frynoads in New York. Heturms
valur seclr are TRl prediiive
A BTy " he sy
ks Bave tewt
i rarety bv 2l &
1 “'l-l.l.*'"-:'. i Axl
rk
years, he s, preth storks have sokl
for 10 to 22 times the valuation of the
average siock 1based on each storck s
price-toearmings malo |l Lately, he says,
rroarth storks haee fetched ondy 1 o 12
Omes the Averay vailuabion S0 e s
plenty of rooemn for growth stocks i ree
Growth and valoe are the two major
sehonly of (nvesting. Growth (nvestors
by Stocks with radecly Emoretng sides aned

5 tecent purt hases

I ewlpe

Tervmy

=y
Managemer! in New Y

Over (he

*

earnings. Such siocks waially cost e,
bt phogenents sy worth paying a
premuwm for them, beraase eventually

e sk s prce will neflect ruang profit
Thetr portinlis are often beavy In areas
such as lechnology. commuonicalions,
entertalnment and medicine. Medical
stocks have been battensd since [0 and
that s one fedsn many rowth managers
mve done bauDy

Value mvestons are the Semogvs of e
marketplace, They buy stocks that are
cheap oorrpered with a cosmgsny’s am
gy, aserts or some ofher Tundamental
yardstick. Thelr portfolios are oflen
heavy on financial stocks, utilities and
basic-industry cyclicals such as autos,
cherricals and steels
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Both investing methods have thelr
shaare of putfalls. Value investons may by
i Stock that s cheap, all rght, but i may
beciime Fven cheaper as the company's
problems intensify wih investors
may buy a cofmpany that
Eagt o Abwwyl 0 eewrdive

Which s the betler way 10 invest Jur
the kng termn” That question has never
bern settied, and money managers of
bth shoids have hadd suceess over the
years. Hut (h any given year, ooe dyle
often beats the pants off the other
Indewxd, o S0yl will often remadn king
of the fll for one o ko years. By most
measures, valoe has been ling since
earty |#

Why shoubd that change” (e reasm
is thal corporate profit advances may
slow In |99, ETowih-sioch progercents
say. When the ecopomy i gaining

LIF] 4

b Dying higt

steam, cyclical stocks can show exphod
g earmings, and their tocks move up
smartly. But when the soonomy shows
earnings growilh becomes 4 scarcer
comsmodity, which only a true growth
stiwk can deliver

*If we are moving Inlo a2 peread with
slow [eronomic | growth and moderate
inflaton, it's an eeal clomate for growth
storhs,” says Hidney Linadeiter, a mon
ey manager with Herger Associates
[wnver

Mrieoo Hrowr, chee! quantitanve am
vt Al Prsdentinl Sevuntes i New York,
“strongdy Gavors” prowth ocks over val
ue siocks. She says the valuation on
prowth stocks has been “oul of whack,”
with avestons unressonably stingy about
payving for growth

Ms Hrown sivs “the rale of eoomoms
growth s slowing down sornewhat.”
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FORTUNI

HUNDRED RANKED BY PERFORMANCE

HIGHEST TOTAL RETURN TO INVESTORS*

10 YEARS sty
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B U S I NES TS S ER VICE S

The push of a button. The strike of a key. The switch is on.
Voice, data and video transported in an instant. In precise,
fiber-optic choreography. LDDS WorldCom goes the distance.

To give you a closer look at your world.
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HOW PHONEDPASS WORKS
Phoncl®ass s a prepasd callin iril
I'.- with (R AN S TR il !u||;- : TR
calling car Is, users deal o toll-freg
authonzaton code. But imstead of
sccurmabinng nme. Phonel®ass
subtracts vme m umits. Cards con
g o fined amoent of unies, or

[! .l||l=1_ i Ull'-r cach Phoniel®ass
vall, voug are imtoirmed of the
rermaming iimle ol g on vour
wvand. Onwe depleted, o “one-minur
II

WOTTIIRE 18 AT e bre ans

call is disconnected

FEATURES/BENEFLTS

o Fovedd Calling Fime € Larids
are avalable mn denomnations
of Ty 200 50 e 1000 vipes. A
BTN OS IVAlenT to (e pinte
of domestie calling v Intes
matnonal calls regpire muluple
writs per minte, depending

an the desonatwn of the call

Tretermatoinal Arrmmafion
"lF![-'llllIIl‘- i an the 1S, wi
miode thuan 23 imematnal
direct-dual hwatons, he mumber
ol Lmts-per-minuie vanes
depending on the international
bscanion called

o futeresitinma Cirrormatfron ™
Conpnnsnal ) Call from M) antcina

votial hscanons buck tothe 1S

o Caifou Correrin Fstablsh a
reconded custom greeting up to
scven scconds in e ||,'I|'

I'Ju*! \'i".n‘- PINETS W ||1. h. it thi

grecting with cach v

o Coacrom € foinag N ciantonmy oo
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Nwstem Npeeel | hiadimg I're
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svalable to card users as menu
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customers, =T plan your nest
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connected o the tuvel arency
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VL T inges v an
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WASHINGTON, DT 2004 August 22, 1997

PAY TO THE

ORDER OF____South Dakota Public Utilities Commission ¢ 250,00
Two Hundred Fifty And No/100-- NOLLARS

MEMO Chg, 36489,020 Application Fee
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By FEDERAL EXPRESS

Mr. William Bullard, Jr.

South Dak ta Public Utilities Commission
State Capiwl Building

500 East Canitol Avenue

Pierre, South Dakota 57501-5070

Re:  Application of WorldCom Technologies, Inc.
Dear Mr. Bullard:

On August 25, 1997, WorldCom Technologies, Inc. ("V orldCom Technologies®)
filed an application with the South Dakota Public Utilities Commission for a Certificate of
Authority to provide intrastate telecommunications services in the State of South Dakota. In
support of that application, WorldCom Technologies hereby submits an original and 10
copies of its Certificate of Authority o transact business in South Dakota.

Enclosed please also find a duplicate of this filing and a self-audressed stamped
envelope. Please date-stamp the duplicate upon receipt and return it in the envelope
provided. Please do not hesitate to contact me at (202) 955-9776 if you have any questions.

Very truly yours,

M .f’,f Jg{
:._ g4 ;:-g.«_/ ‘

Rebekah J. Kinnett
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OFFICE OF THE SECRETARY OF STATE

CERTIFICATE OF AUTHORITY

I, JOYCE HAZELTINE, Secretary of State of the State of
Scuth Dakota, hereby certify that duplicate of the

licazior for a Certificate of Authority cof WDRLODCOM
TECHNOLOGIES, INC. (DE) to =ransact business in thi
state duly signed and verified pursuant tc the
provieicns of the Socuth Dakota Corporation Acts, have
been received inm this cffice and are found te conform
to law.

ACCORDINGLY and by virtue of the authority vestec
in me by law, I hereby issue this Certificate of
Authority and actach Zereto a duplicate of Che
app.icaticn to transact tusiness in this state under
che name of WORLDCOM TECENOLOGIES, INC.

IN TESTIMONY WHEREOP, I have
hereunto get my hand and
affixed the Great Seal of che
Scate cf South Dako:ta,
Fierre, the Capital

August 25, 1997

A a

of St
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By FEDERAL EXPRESS

Mr. William Bullard. Jr

South Dakota Public Utilities Commission
state Capitol Building

500 East Capitol Avenue

Pierre. South Dakota 5§7501-5070

Re:  Application of WorldCom, Inc., MFS Intelenet of South Dakota, Inc. and
WorldCom Technologies, Inc. -- Docket No. TC-97-110

Dear Mr. Bullard
Enclosed for filing with the South Dakowa Public Utilities Commission please find an
original and 10 copies of a bond in the amount of $25,000 for WorldCom Technologies, Inc
that is being filed in support of the above-referenced docket. Enclosed please also find a
duplicate of this filing and a self-addressed stamped envelope. Please date-stamp the
duplicate upon receipt and retumn it in the envelope provided
Please do not hesitate to contact me at (202) 955-9883 «f you have any questions
; Very truly yourge=——) :
nweanilackida

Marneann Z. Machida /
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1092 87 1528 os 180 8110 SORLDCOM INC see J SHITH LANIER

INDEMNITY BOND TO THE
PEOPLE OF THE STATE OF SOUTH DAKOTA

BOND NO._" 701951

We, WorldCom Technologies, Inc., the principle and applicant for a CERTIFICATE
OF AUTHORITY to resell long-distance telecommunications services within the State of
South Dakota, and _UNITED PACIFIC INS COMPANY, as an admitted surety insurer, bind
ourselves unto the Public Service Commission of the State of South Dakota and the
consumers of South Dakota as Obligee, in the sum of $25,000.00.

The coaditions of the obligation are such that the priaciple, having been granted
such CERTIFICATE OF AUTHORITY subject to the provision that said principal
purthuﬂhhinﬁunnltyﬁmd.mdﬂnidprindpﬂthlﬂhll'rmh:ﬂ}'mdhhhmﬂy
comply with all applicable provisions of South Dakota State Law, and reimburse customers
omeHCmTuhmhﬁu.lu.,rwmyprmmwdepuﬂuﬂurhumdewﬂh
WorldCom Technologies, Inc. which WorldCom Technologies, Inc., may be unable or
unwilling to return to said customers as a result of insolvency or other business failure,

then this obligation shall be void, discharged and forever exonerated, otherwise to remain
in full force and effect.

This bond shall take efTect as of the date hereon and shall remain in force and effect
until the surety is released from liability by the written order of the Public Service
Commission, provided that the surety may cancel this Bond and be relieved of further
liability hereunder by delivering thirty (30) days written notice to the Public Service

Commission. Such cancellation shall not afTect any liability incurred or accrued hereunder
prior to the termination of sald thirty (30) day period.
Dated this __ 50 day of cC10s§d997.

To be effective this _'") day of _(C 1058897

-] T

CTOBRER

Countersigned this _ 150 day of




RELIANCE SURETY COMPANY RELIANCE INSURANCE COMPANY
UNTTED PACIFIC INSURANCE COMPANY RELIANCE NATIONAL INDEMNITY COMPANY

ADMENISTRATIVE OFFICE, PHILADELPHIA, PENNIYLYANIA
POWER OF ATTORNEY

ENOW ALL MEN BY THESE PRESENTS, that RELIANCE SURETY COMPANY i & coperstion duly srpenisd wder
awers, and that RELIANCE INSURANCE COMPANY and UNITED PACIFIC INSURANCE COMPANY, are comporstons
of the Commonwsslth of Pernaytversa snd that RELLANCE NATIONAL INDEMMNITY COMPANY m & coparstion duly o/parnied unde tha laws of
the Stats of Wistonmn (hermn colsctvely caied “the Comperves”| and thet the Compamsd by witks of egrature and seals do hareby make.
conatituts and acpont Jossgh N, Duvel, Gary beey. Karry Boont Crawtord. Carls Colsan, Joyes M. Cormer, Angie Qrenischwig. Michas
Baing Hunt Vincert Carsll. David Crosby, [dwaerd Kiman, Brian Damal , of Atants. OGeorgla tha tres and lewhad AnsmeyishwF
anscute, seal Lnd dekver for arad on Thast bahalf, and s thasr 8ot #nd deesd any snd ol bands and undariakings
Comgarses thirslry e fully and 1o the same sxtant s il such bonde and underaiungs end ofher wrengs cbkgetory =
mgned by sn Exscutive Officer of the Comparses and sesied snd amissted by one other of such officers. and hersby ratifiss and confurme ol thet
Thaer g AMomeyls o Fact may 60 M purssence hereel.

Thia Powaer of Aflomey i granied ynder snd by the suthonty of Amcie VI of the By-Laws of RELANCE SURETY COMPANY,
RELIANCE INSURANCE COMPANY, UNITED PACIFIC INSURANCE COMPANY, and RELIANCE MATIOMAL INDEMNITY COMPANY whech
provsons sre raw wn tull lorce snd slfect, roading ae foflawe:

ARTICLE v [AECUTOm OF BOmD Adl) SulENT AdSwlel
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N WITHESS WHERECF, the Compoemes have cesesd Lhess Disssnts 1o be wgned and thew sompersts sesls 10 be hareto effined, twe Juiy I8,
1997,

RELIANCE SURETY COMPANY

STATE OF Pennayiverss {
COUNTY OF Preladeiphes (TH

On thes, July I8, 1897, bators me, Tommy Bue Kayet, personally appesred David T. Asarw, who schng wisdged femes! to be the Semer Vice
Pramsdant of the Mekance Surety Comparry, and the Vice Prosdent of Rshance insurence Company. Urnisd Peafic insurence Company, snd
Reliance Matonal indemnty Company and that se such. Desng suthonlsd 1o do #0. sxscuted the loregong instrument Tof the purposs tharen
Mhmmmﬂﬁ%hwru-tlﬁvnmuoﬂluﬁ

I werires whaten!, | horsunts set rry hend end officiel snel

HOTARAL SEAL
YAMMY SUE KAYATL
Cay of Prascetgres. Pl

I, Mrns Dppert. § of REUANCE SURETY COMPAMY, RELIANCE INSURANCE COMPANY, UNITED PACIAC INSURANCE COMPANY, snd
REOUANCE NATIONAL MMITY COMPANY do hereby certfy that the sbove snd lorsgoing is @ rue end comest copy of the Powes of Anomay
sancuisd by sed Companes, whech w sl wn Bl leree and effect. E

IN WITNESS WHEREQE, | hawe harsunte sel my hend and affired the sess of sed Comparses thes




UNITED PACIFIC INSURANCE COMPANY
HEAD OFFICE. PHILADELPHIA. PENNSYLVANIA

RIDER

To be attached to and form part of Bond Number UZB01G5! Executed by
WorldCom Technologies, Inc.
as Pnncipal. and UNITED PACIFIC INSURANCE COMPANY . as Surety. in favor of
The Public Service Commission of the State of South Dakota
and dated October 3 1997

In consideration of the premium charged for the attached bond, 1t is hereby agreed that

Name of Obligee is amended to read:

The Public Utility Coomission of the State of South Dakota

The attached bond shall be subect to all its agreements. hmitabons and condiions except
as heren expressty modified

Thes nder shall become eMectve as of the Ird day of Dctober

standard ime

Swgned. sealed and dated this ! day of Oct. 1997

WorldCon Technologies, [nc.

PRINCIPAL

B -
. UL

ACCEPTED UNITED PACIFIC INSURANCE COMPANY

"*
By

ORNEY INvACT

BOR.1468 ED T-T1
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION OF ) ORDER GRANTING
WORLDCOM TECHNOLOGIES, INC. FOR A ) CERTIFICATE OF

CERTIFICATE OF AUTHORITY TO PROVIDE ) AUTHORITY
TELECOMMUNICATIONS  SERVICES, )
INCLUDING LOCAL EXCHANGE SERVICES, IN )
SOUTH DAKOTA )

TC97-110

On June 25, 1997, the Publhc Utihties Commission (Commissicn), in accordance
with SDCL 49-31-3 and ARSD 20 1024 02, received an applicaticn for a certificate of
authority from WorldCom Technologies, Inc. (WorldCom)

WorldCom proposes to provide MTS, WATS, B00, calling card and debit card
services. WorldCom also proposes to provide local exchange and exchange access
services A proposed tariffl was filed by WorldCom

On June 26, 1997 the Commuission electrorically transmitted motice of the filing and
the intervention deadline of July 11, 1997, to interested individuals and entities No
petitions to intervene or comments were filed and at its regularly scheduled October 9,
1997, meeting, the Commission considered WorldCom's request for a certificate of

authority Commission Staff recommendad granting a certificate of authority, subject to
rural safeguards Commission Staff further recommended a waiver of 20 10.24.02(8), (7)
(8). (11) and (12). WorldCom has furnished the Commission with a surety bond
WorldCom is to surrender its previously issued cerificates of uthonty to the South Dakota
Public Utilities Commission

The Commission finds that it has jurisdiction over this matter pursuant to Chapter
49-31, spacifically 49-31-3 and ARSD 20 1024 02 and 201024 03 The Commission
finds that WorldCom has mel the legal requirements established for the granting of a
certificate of authority. WorldCom has, in accordance with SDCL 49-31-1, demonstrated
sufficient technical, financial and managerial capabilities to offer telecommunications
services in South Dakota Further, the Commission finds that there is good cause to waive
subparagraphs (6), (7). (8), (11) and (12) of ARSD 201024 02

The Commission approves WorldCom's application for a certificate of authonty,
subject to rural safeguards The certificate of authority for WorldCom shall authonze it to
offer local exchange services in thase areas in South Dakota where U S WEST
Communications, Inc 15 the incumbent local exchange carner.  In the future, should
WorldCom choose to provide local exchange services statewide, with respect to rural
telephone companies, WorldCom will have to come before the Commission in anather
proceeding before being able to provide local service in that rural service area pursuant
to 47 U S C. § 253(f) which allows the Commission o require a company that seeks lo
provide service in a rural service area to meel the requirements in 47 US C § 214(e)(1)
for designation as an eligible telecommunications carrier  In addition, the granting of




statewide certification will not affect the exempltions, suspensions, and m adifications for
rural telephone companies found in 47 US.C §251(f) ltis therafore

ORDERED. that WorldCom's application for a Certificate of Authority to provide
telecommunications services, including local exchange services, is granted, and it is

FURTHER ORDERED. that WorldCom shall file informational copies of tariff
changes with the Commission as the changes occur, and it is

FURTHER ORDERED., that the Commission shall auth.rize WorldCom to offer its
services in those areas in South Dakota where U S WEST Communications, Inc is the
incumbent local exchange carner, and il 1S

FURTHER ORDERED, that the Commssion finds good cause !0 waive
subparagraphs (6), (7), (8), (11) and (12) of ARSD 20 1024 02, and it is

FURTHER ORDERED, that WorldCom shall surrender and return to the
Commission those certificates of authority granted to WorldCom, Inc , and MFS Intelenet
of South Dakota, Inc

Dated at Pierre, South Dakota, this _/ /" - day of October, 1997

CERTIFICATE OF SERVICE BY ORDER OF THE COMMISSION
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SOUTH DAKOTA PUBLIC UTILITIES
COMMISSION

= SRR S S S L=

CERTIFICATE OF AUTHORITY

To Conduct Business As A Telecommunications Company
Within The State Of South Dakota

Authonty was Granted October 9, 1997
Docket No. TCS7-110

This is to certify that
WORLDCOM TECHNOLOGIES, INC.

is authonzed to provide telecommunications services in South Dakota

This certificate 1s 1ssued in accordance with SDCL 49-31-3 and ARSD
201024 02, and is subject to all of the conditions and limitations contained in
the nes and stalutes goverrning its conduct of offering telecommunications

Servi.as

Dated at Pierre, South Dakota, this /2% day of QeZdes 1997

SOUTH DAKOTA PUBLIC
UTILITIES CDMMISSION:
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October 31, 1997 UTILITIES “OMAMISSION

a¥ih Gfe

By FEDERAL EXPRESS

Mr. William Bullard, Ir.

Executive Director

South Dakota Public Utilities Commission
State Capitol Building

500 East Capitol Avenue

Pierre, South Dakota 57501

Re:  Docket No. TC-97-110 - WorldCom Corporate Reorganization
Dear Mr. Bullard:

On behalf of WorldCom, Inc. ("WorldCom"), MFS Intelenet of South Dakota,
Inc. ("MFS of South Dakota®) and WorldCom Technologies, Inc. (*WorldCom
Technologies®), T am writing to advise you that the corporate reorganization pursuant to
which the operations of WorldCom and MFS of South Dakota were consolidated into
WorldCom Technologies has been completed. Please note that the WorldCom companies
are still waiting on the IRS private letter ruling referved to in their filing. Therefore, MFS
Network Technologies, Inc. has not been removed from the chain of ownership of
WorldCom Te-hnologies at this time. The WorldCom companies will notify the
Commission as soon as the IRS has made a definitive ruling.

Enclosed please find the original centificates issued by the Commission to MFS
of South Dakota and LDDS Communications, Inc. d/b/a LDDSMetromedia Communications
("LDDS"). The WorldCom companies have been unable to locate the certificate issued by the
Commission that reflected the name change of LDDS to WorldCom. [f that certificate is
located, the WorldCom companies will forward it to the Commission.

B DD MACHMA S 4
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Mr. William Bullard, Jr
October 31, 1997

-

P!lgf ’,

Enclosed please also find a duplicate of this filing and a self-addressed
stamped envelope. Please date-stamp the duplicate upon receipt and return it in the envelope
provided

Please do not hesitate to contact me at (202) 955-9883 if you have any

Questions

Sincerely.

AN oreaiillochida

Marnicann 7 '\Ia;l'y
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SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION

CERTIFICATE OF AUTHORITY
To Conduct Business As A Telecommunications Company
Within The State Of South Dakota

This s to certify thar

LDDS Communications, Inc. d/b/a
LDDSMetromedia Communications

is authonized to provide telecommumications services in South Dakota

This certificate 15 1ssued in accordance with SDCL 4%-31-3 and ARSD
20:10:24:02. and is subject to all of the conditions and himutatons contained in the
rules and statutes governing its conduct of offening telecommunications services

Dated at Pierre, Scuth Dakota, this |G day of June, 1994

SOUTH DAROTA PUBLIC
lTlI J'I-s( ml\}qqun
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* KRENNETH STOFFERAHN, Commussioner

AMES A. BURG, Commuissio
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SOUTH DAKOTA PUBLIC UTILITIES
COMMISSION i

AMENDED CERTIFICATE OF AUTHORITY

To Conduct Business As A Telecommunications Company
Within The State Of South Dakota

Authority was Granted Apnl 15, 1997
Docket No. TCS7-019

This is to certify that
MFS INTELENET OF SOUTH DAKOTA, INC.

I5 authonzed to provide telecommunications services in South Dakota

This centificate is issued in accordance with SDCL 49-31-3 and ARSD
2010 24 02, and 1s subject to all of the conditions and limitations contained in
the ruli 5 and statules governing its conduct of offering telecommunications
sarvices

Dated at Pierre, South Dakota, this ','555 day of f’éég, ;. 997

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION:
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PAM NELSGN., Commisgioner
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(ASKA SCH‘CJ'ENFE’LDER. Commissioner






