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1697-132

€
Southwestern Bell

Communications Services, Ine

July 11, 1997

Mr. William Bullard, Jr.

Executive Director

South Dakota Public Utilities Commission
State Capitol

500 East Capital Avenue

Pierre, South Dakota 57501

Re: pplication Of S Bell C icati Services, Inc. db/a
h For A Cetificate of Authority To Provide icati
Services in South Dakota.

Dear Mr. Bulard:

The above referenced Applicant hereby submits the enclosed ication for a Ci

of Authority to provide ications services in South Dakota. An original and ten
(10) copies are included for filing. So that our records will be complete, picase date stamp
the extra copy of this transmittal letter and retum in the lope provided. Also enclosed
is a check for $250 to cover the filing fee.

Please direct any questi garding this Application to Barbara Lowe, President,
Visiology, Inc., 16061 Carmel Bay Drive, Northport, Alabama 35475 who may be reached
via telephone at (205) 330-1702. Your assistance in this matter is greatly appreciated.

Sincerely,

Vice President - Regulatory and
Vice President - Business Planning and Chief Financial Officer

Enclosures




1697-132

BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF SOUTH DAKOTA RECEIVED

SC JBLIC
IN THE MATTER OF THE APPLICATION OF UTILITIE WMISSION
SOUTHWESTERN BELL COMMUNICATIONS
SERVICES, INC. d/b/a SOUTHWESTERN BELL LONG
DISTANCE FOR A CERTIFICATE OF AUTHORITY TO
PROVIDE TELECOMMUNICATIONS SERVICES IN
THE STATE OF SOUTH DAKOTA PURSUANT TO
COMMISSION RULE 20:10:24:02.

COMES NOW Bell C ications Services, Inc. (hereinafter "Applicant”

or "SBCS Inc.") and submits its Application secking a certificate of authority to provide

telecommunications services in the State of South Dakota. A secks

to

offer a full line of inbound, directory assi calling card, prepaid calling

card, and private line services to business and residenti; in the State of South

Dakota. Initially, the Applicant will not offer alternative operator services. The Applicant plans to

resell the operator services of its underlying carrier. All operator services will only be available to

that affirmatively select the li as their long distance service provider. There are
currently no plans to serve the transient market. Prior to operating as an Altemnative Operator
Service provider, the Applicant will apply for a certificate of authority pursuant to SDCL 49-31-3

and §20:10:24:02.

In 5 i P lly submits the following as required by

Telecommunications Services Rules 20:10:24:02.
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(1)  The Applicant's name and address are Bell C ications Services,

Inc., 5850 W. Las Positas Blvd., Pleasanton, Califonia 94588. The Applicant's telephone number

is (510) 468-5130.

(2)  Applicant will provide service in South Dakota under the d/b/a name, Southwestern

Bell Long Distance.

SBCS Inc. was incorporated in the State of Delaware and a Virginia on SBCS
was incorporated in Delaware on May 31, 1995 and in Virginia on
June 13, 1995. A copy of the Applicant's certificate of authority is attached

at Exhibit A.

SBCS Inc. does not maintain an office in South Dakota. The Applicant's

registered agent in south Dakota is C T Corporation System, 319 South
Coteau Street, Pierre, South Dakota 57501.

The Applicant is a wholly-owned idiary of SBC C
("SBC"), 175 E. Houston, San Antonio, Texas 78205.

The Applicant does not own or control subsidiaries.

N/A Applicant is a corporation.




) The Applicant plans to offer a full range of long distance outbound and inbound

telecommunications services, directory assistance service, calling card service, prepaid calling card
services, conference services, private line services, and operator toll assistance services. However,
the Applicant plans to initially offer calling card services and the operator toll assistance services
and directory assistance services available via the calling card platform of its underlying carrier. A

detailed service description is provided in the p d tariff attached at Exhibit B.

(6) Initially, SBCS Inc. plans to operatc as a non-facilitics-based reseller of

services provided by Sprint. The type and quantity of equipment to be used in

the operation, the capacity, and the d usc of the equi is that of the ying carrier.
If at some point in the future it makes economical business sense to do so, the Applicant may choose
1o install a switch for use by customers for placing calls via the calling card platform. The Applicant

may also own, operate, control, or manage transmission facilitics.

(7)  Service will be offered throughout the State of South Dakota. See Exhibit C for a

map describing the service area.

(8)  The Applicant's most recent annual report is attached at Exhibit D, SEC FORM 10-K
at Exhibit E, and SEC FORM 10-Q at Exhibit F. The Applicant's proposed tarifT is attached at
Exhibit B.

9 Any i garding the ongoing ions of the Appli should be directed

to Thomas A. Weckel, Senior Manager - Regulatory, c/o Southwestern Bell Mobile Systems, Inc.,
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17330 Preston Road, Suite 100A, Dallas, Texas 75252 who may be reached via telephone at (972)

733-5544. Any i ing this Application or proposed tariff should be directed to Barbara

Lowe, Vice President, Visiology, Inc. 16061 Carmel Bay Drive, Northport, Alabama 35475 who

may be reached via telephone at (205) 330-1702.

For large accounts, the Applicant plans to bill using its internal resources. Some of the

Applicant's operator services traffic will be billed by the LEC. For all other traffic, the Applicant

contracted with CELLULARONE® affiliates of Southwesten Bell Mobile Systems, Inc.

Customer should be add: d to the ion of the Customer Service

Department and sent to the appropriate office. The Customer may also contact the Company’s
Customer Service Department by calling a toll free 800 number. The Applicant's Customer Service
address and toll free number are printed on the Customer’s bill. For Customers using credit card

billing or ic wi | from the checking or savings account, the Applicant’s Customer
Service address and toll free number are provided with the Customer’s call detail.

(10)  The Applicant is registered or certified to do business in the state of Delaware, Idaho,

Illinois, Indiana, Kansas, Maryland, M h M New Hampshire, New York, North

Carolina, Ohio, Oklahoma, Rhode Island, Washington, West Virginia, Wisconsin, and Wyoming.

The Applicant has not been denied registration or certification in any state.

(11) At the current time, there are no plans to market the Applicant's services in South
Dakota. However, customers from other states where the Applicant will market its calling card

service may travel to South Dakota and place intrastate calls. Since the Applicant does not currently
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plan to market services in South Dakota, the Applicant has not ped a

assist in the sale of service in South Dakota.

(12) Initially, the Applicant plans to offer long distance calling card services and the operator
services and directory assistance services available via the calling card platform of the underlying
carrier. Since all long distance services have been classified as fully competitive services, no cost

support is required.

in support of this Application.

(13) The Appli posses the y ial capability to provide the proposed

service. The Applicant's officers and directors are listed at Exhibit G. A brief description of the

of the key of the team is attached at Exhibit

H. The Applicant has the requisitc managerial capability to provide the services for which it seeks

a certificate of authority. The Applicant is staffed with highly qualified management personnel with
in ing other SBC icati idiarics. The

and i ise of the Applicant's team will enable the Applicant to begin

offering competitive high-quality service immediately upon the grant of the authority requested
herein. Thus, Commission grant of this Petition will significantly serve the public interest through
enhanced competition in the market for telecommunications services through the addition of a well

managed new entrant into the market.

(14) The Applicant posses the necessary technical capability to provide the proposed
service. Initially, the Applicant will operate as a switchless reseller and utilize the facilities of the
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underlying carrier, Sprint. Therefore, the technical ability of Sprint to provide service is more

germane than the technical ability of the Applicant. That ability has already been demonstrated by

Sprint's prior oper: ions in the State of South Dakota. If at some point in the future it makes
economical business sense to do so, the Applicant may choose to install a switch for use by
customers for placing calls via the calling card platform. The Applicant may also own, operate,
control, or manage transmission facilitics. As required to meet future operation requirements, SBC

and its affiliates will fully staff the Applicant with qualified and experienced techni 1

A brief description of the background of Lowery Harper, Vice President-Network, is provided at

Exhibit H.

(15) That the public interest will be served by the granting of this Application. An

increase in the traffic d through provision of Applicant's i services over
existing major carriers' communications facilities will improve the efficiency and reduce major
carriers' costs in provision of these services. The public will benefit from greater consumer choice

created through the broadening of i i ications service ives and ongoing

rates maintained by the pressure placed on other competitors.

Local exchange carriers will realize greater access charge revenues through the increase in traffic.

As shown in Exhibit H, the key bers of Applicant's team have

and ise in the tel ications market which will enable Applicant to offer

competitive high quality service upon approval of this Application.

WHEREFORE, Applicant prays that the Commission issuc to South Bell

Communications Services, Inc. d/b/a Southwestemn Bell Long Distance a certificate of authority to

provide telecommunications services in the state of South Dakota.




Dated at Dallas, Texas this_11th day of July , 1997.

Bell C ications Services, Inc.
dM:S‘omhwma%Bell Long Distance

Vice President - Reg;ni.lnty and
Vice President - Business Planning and Chief Financial Officer




EXHIBITS

SBC Annual Report

SBC SEC FORM 10-K

SBC SEC FORM 10-Q

Officers and Directors




EXHIBIT A

SOUTH DAKOTA CERTIFICATE OF AUTHORITY

SOUTH DAKOTA

PUBLIC UTILITIES COMMISSION




SOUTH DAKOTA CERTIFICATE OF AUTHORITY

PREPARED FOR

SOUTH DAKOTA

PUBLIC UTILITIES COMMISSION




CERTIFICATE OF AUTHORITY

I, JOYCE HAZELTINE, Secretary of State of the State
of South Dakota, hereby certify that the Application for
a Certificate of Authority of SOUTHWESTERN BELL
COMMUNICATIONS SERVICES, INC. (DE) to transact business
in this state duly signed and verified pursuant to the
provisions of the South Dakota Corporation Acts, have
been received in this office and are found to conform to
law.

ACCORDINGLY and by virtue of the authority vested in
me by law, I hereby issue this Certificate of Authority
and attach hereto a duplicate of the application to
transact business in this state under the name of
SOUTHWESTERN BELL COMMUNICATIONS SERVICES, INC.

IN TESTIMONY WHEREOF, I have
hereunto set my hand and
affixed the Great Seal of the
State of South Dakota, at
Pierre, the Capital, this

9




EXHIBIT B

PROPOSED TARIFF

SOUTH DAKOTA

PUBLIC UTILITIES COMMISSION




Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 1
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas Blvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

SOUTHWESTERN BELL COMMUNICATIONS SERVICES, INC.

REGULATIONS AND SCHEDULE OF CHARGES FOR

RESALE OF COMPETITIVE INTEREXCHANGE

TELECOMMUNICATIONS SERVICES

WITHIN THE STATE OF SOUTH DAKOTA




Bell C i Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 2
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Posit. s Blvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

CHECK PAGE

All of the pages of this Tariff are effective as of the date shown at the top of the page. Original and
revised pages as named below comprise all changes from the original Tariff.

PAGE REVISION

Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page

1
2
3
4
5
6
7
8
9
10
11




Bell C i Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 3
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Posit's Blvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

CHECK PAGE (continued)

REVISION
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>
Q
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Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
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Bell C i Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 4
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas Blvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

CHECK PAGE (continued)
REVISION

Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page




h Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 5
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Posita Blvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

CHECK PAGE (continued)
REVISION

Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page
Original Page

Original Page
Original Page
Original Page
Original Page
Original Page




Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 6
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas Blvd. Issued: July 11, 1997
Pleasanton, Californir 94588 Effective:

TABLE OF CONTENTS

Section 2 - Rules and Regulations

2.1 Application of the Tariff
22 Limitations On Service

2.3  Limitation of Liability

24

25 Obligations of the Customer
2.6 Obligations of a Reseller .
27




Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 7
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas 3lvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

TABLE OF CONTENTS

Section 2 - Rules and Regulations (continued)

2.8 Customer Deposits / Advance Payments
29 Rendering Bill

2.10 Contested Charges .

2.11 Customer Service . .

2.12 Mileage Measurements .

2.13 Timing of Calls .

2.14

Interruption of Service .. ..
Cancellation of Service By Customer
Termination of Service By Company
Restoration of Services . ..

Lost or Stolen Calling Card or PIN
Special Service Arrangements . .




Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 8
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas Slvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

TABLE OF CONTENTS

Section 3 - Description of Switched Services

3.1 Calling Card Services

3.2 Directory Assistance .

33 Operator Services . . ...

Section 4 - Switched Services Rates and Charges

4.1 Calling Card Services

42 Directory Assistance Services
43
44




h Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 9
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas Llvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

CONCURRING, CONNECTING OR
OTHER PARTICIPATING CARRIERS

None

SYMBOLS
The following are the only symbols used for the purposes indicated below:

Changed rcgulation

Discontinued rate or regulation

Increase

Matter relocated without change
New rate or regulation
Reduction

Reissued matter

Change in text, but no change in rate or regulation




South Bel! C Services, Inc South Dakota P.U.C. Tariff No. 1
d'b/a Southwestern Bell Long Distance Original Page 10
Karol Sweitzer, Vice Presadent - Regulatory

5850 W. Las Positar Bivd. Issued: July 11, 1997
Pleasanton. Califorma 94588 Effective:

Service Marks

CELLULARGIE® s a registered mark of Cellular One Group.




Southwestern Bell Communications Services, Inc South Dakota P.U.C. Tanff No. 1
d'ba Southwestern Bell Long Drstance Onginal Page 11
Karol Swetzer, Vice Presadent - Regulatory

S850 W. Las Posita. Bivd Issued: July 11, 1997
Pleasanton. Californ:a 94588 Effective

TARIFF FORMAT

Page Numbening - Page numbers appear in the upper nght comer of the page. Pages are
numbered sequentially. However, new pages are added to the TanfY from time to ime. When
a new page 1s added between pages already in effect, a decimal is added. For example, a new
page added between pages 14 and 15 would be 14.1

Page Revision Numbers - Revision numbers also appear in the upper right comer of each
page. These numbers are used to determine the most current page version on file with the
Commission. For example, the 4th revised page 14 cancels the 3rd revised page 14.

Paragraph Numbcring Sequence - There are six levels of paragraph coding. Each level of
coding is subservient to its next higher level:

21
2.1.1
2.1.1(A)
2.L.1(A).1
2.1.1(A).l.a
2.1.1 (A).L.ai

Check Pages - When a Tariff filing is made with the Commission, an updated check page
accompanies the Tariff filing. The check page lists the pages contained in the Tariff with a
cross-reference to the current revision number. When new pages are added, the check page
is changed to reflect the revision.




S Bell C Services, Inc South Dakota P.U.C. Tariff No. 1
d’b’a Southwestemn Bell Long Distance Original Page 12
Karol Sweitzer, Vice President - Regulatory

5850 W. Las Positss Bivd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

SECTION | - DEFINITIONS AND ABBREVIATIONS

Applicant: Applicant is any entity or individual who applies for Service under this Taniff.

B: th: Bandwidth is the total freq band, in Hertz, allocated for a Channel.

Bit: Bit is an acronym for Binary Digit. Bit denotes the smallest unit of information in a binary
system of notation and is the basic unit in data communications.

Blocking: Blocking is a temporary condition that may be initiated by the Company or the DUC so
that the Customer cannot complete a telephone call.

C : A Busi Customer is a Customer that is not classified as a Residential
Customer.

Channel or Circuit: A Channel or Circuit is a dedicated communications path between two or
more points having a Bandwidth or Transmission Speed selected by the Customer.

CLEC: CLEC stands for Competitive Local Exchange Carrier and is any carrier or reselle: offering
local exchange telecommunications services other than the incumbent LEC.

Company: Company refers to Bell C ications Services, Inc. ("SBCS") d/b/a
Southwestern Bell Long Distance.

Commission: Commission refers to the South Dakota Public Utilities Commission or any
succeeding agency.

Credit Card: Credit Card refers to Visa®, MasterCard®, or other Credit Cards issued by other
companies the Company may accept.




Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. |
d/b/a Southwestern Bell Long Distance Original Page 13
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas Blvd. Issued: July 11, 1997
Pleasanton, Califo.nia 94588 Effective:

SECTION 1 - DEFINITIONS AND ABBREVIATIONS

Customer: The Customer is a person or legal entity which subscribes to the Company’s Services
and thereby assumes responsibility for the payment of charges and compliance with the Company’s
Taniff.

Customer Premises/Customer's Premises: Customer Premises/Customer’s Premises are locations
designated by a Customer where Service is originated/terminated.

Dedicated Access: If the Customer's Premises or serving wire center has a direct path to the Point-
of-Presence selected by the Company for origination and/or termination of calls, the access is
Dedicated Access.

Direct Dialed: A Direct Dialed call is a call placed by the caller without operator assistance.

Diversity: Diversity is Customer-designated routing which indicates a Customer designated
departure from a DUC's primary route.

DUC: DUC stands for Designated Underlying Carrier, which is any IXC that provides long distance
services resold by the Company pursuant to this Tariff.

End User: End User is the person or legal entity which uses the Service provided by the Company.

Exemption Certificate: An Exemption Certification is a document wherein the Customer certifies
that its dedicated facility should be exempted from the monthly special access surcharge.

F.C.C.: F.C.C. stands for Federal Cy ications Commission or any ding agency.




Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 14
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas 3ivd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

SECTION 1 - DEFINITIONS AND ABBREVIATIONS
Hertz: Hertz is a unit of frequency equal to one cycle per second.
Joint User: A Joint Userisa i i ip, or individual that is

1o use a Customer’s Service by mutual agreement between the Customer and the Joint User in
accordance with the terms and conditions of this Tariff.

InterLLATA: An InterLATA call is any call that originates and terminates in a different LATA.

IntraLATA: An IntraLATA call is any call that originates in onc LATA and terminates within the
same LATA.

LATA: LATA stands for Local Access Transport Arca which is a geographic boundary established
by the Modification of Final Judgement.

LEC: LEC stands for Local Exchange Carrier.
Mbps: Mbps stands for "MegaBits Per Second” which is a million Bits per second.

Modification of Final ification of Final Jud, refers to the judicial opinion
United States vs. American Telephone & Telegraph Company, 552 F. Supp. 131 (D.C. 1982). See
United States v. Westemn Electiic Co., 552 F. Supp. 131 (D.D.C. 1982), affd sub nom. Maryland v.
United States, 460 U.S. 1001 (1983).

MTS: MTS stands for Message Telecommunications Service.




h Bell C Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 15
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas B'vd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

SECTION 1 - DEFINITIONS AND ABBREVIATIONS

Person-to-Person: A Person-to-Person call is any operator-handled call whereby the person
or ing a call ifies a parti person to be reached, or a particular station, room number,
department, or office to be reached through a PBX attendant.

PIN: PIN is an acronym for "Personal Identification Number” which is a unique number assigned
1o each calling card for the purpose of accessing service.

POP: POP is an acronym for Point-of-Presence and is the physical place where the DUC interfaces
with the network of the LEC or CLEC or where the Customer’s access facility interconnects with
the long distance network

Private Lime: A Private Line is a dedicated transmission Channel for full-time Customer use that

is funished to a Customer without an i i g

Private Line Service: Private Line Service is a dedicated full-time transmission Service utilizing
Dedicated Access arrangements.

P.U.C.: P.U.C. stands for Public Utilities Commission.

Ci : A Residential Customer is a Customer who subscribes to a Service fora

purpose other than a business, trade, p i or g purpose.

Reseller: Rescller denotes a Customer that resells the Company’s Service(s).




S Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestemn Bell Long Distance Original Page 16
Karol Sweitzer, Vice President - Regulatory

5850 W. Las Positas B'vd. Issued: July 11, 1997
Pleasanton, California Y4588 Effective:

SECTION | - DEFINITIONS AND ABBREVIATIONS

Service: Service means any or all services provided pursuant to this Tariff.
State: State refers to the State of South Dakota.

Station-to-Station: For the purp
which is not a Person-to-Person call.

of this Tariff, Station-to-Station is any operator handled call
Switched Access: If the Customer’s location has a transmission line that is switched through the
LEC or CLEC to reach the long distance network, the access is Switched Access.

Switched Services(s): Switched Services(s) are any Services that are not Private Line Service as
defined herein.

Transmission Speed: For the purposes of this Tariff, Transmission Speed denotes the line speed
in Bits per second.

V&H: V&H stands for Vertical and Horizonal.




South Bell Ci Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 17
Karol Sweitzer, Vice President - Regulatory

5850 W. Las Positas Bivd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

SECTION 2 - RULES AND REGULATIONS

Application of the Tariff

2.1.1  This Tariff contains the ipti i and rates applicable to i
InterLATA and IntraLATA ications Service offered by SBCS
with principal offices located at 5850 W. Las Positas Blvd., Pleasanton, California
94588. Service is furnished for icati iginating and inating at
points within the State under terms of this Tariff. The Company operates as a reseller
and resells the services of the DUC.

The Company shall not be deemed to have waived or impaired any right, power,
requirement or option reserved by this Tariff (including, without limitation, the right
1o demand exact compliance with every term and condition herein), by virtue of any
custom or practice of the Company at variance with the terms hereof, or any failure,
refusal or neglect of Company to exercise any right under this Tariff or to insist upon
exact compliance with its terms, or any waiver, forbearance, delay, failure or
omission by Company to exercise any right, power or option hereunder.

Limitations On Service

22.1  Service is offered subject to the availability of facilities, equipment, or systems from
the Company or the DUC, the Company’s ability to fulfill the request for Service and
the provisions of this Tariff. The Company reserves the right, without incurring
liability, to refuse to provide Service, to or from any location where the necessary
facilities, equipment, systems, and/or switch software are not available.




Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 18
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas Blvd. Issued: July 11, 1997
Pleasanton, Califorr_a 94588 Effective:

SECTION 2 - RULES AND REGULATIONS

On Service inued

All Services provided according to this Tariff are intrastate add-on Services available
from the Company only if the Customer subscribes to the Company’s comparable
interstate Service offering or i ional offering. Service is not
sold on a stand-alone basis.

A third party call is any call charged to a number other than that of the called or
calling party. The Company reserves the right to refuse to process a third party call
when the Company or the DUC cannot confirm acceptance of charges at the third
number.

Without incurring liability, the Company reserves the right to discontinue Service or
to limit the use of Service, when itated by conditions beyond the Company's
control, or when the Customer or End User is using Service in violation of the law
or in violation of the provisions of this Tariff.

Conditions under which the Company may refuse Service without liability include,
but are not limited to:

(A) An Applicant is indebted to the Company for past bills incurred and refuses
1o liquidate the debt: or

(B) An Applicant refuses to pay a rcasonable deposit, advance payment, or
installation charge; or

An Applicant, although not personally liable to the Company, is attempting to
return Service to an indebted houschold and no attempts are forthcoming to
liquidate the debt of that houschold; or




S Bell C i Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 19
Karol Sweitzer, Vice President - Regulatory

5850 W. Las Positas Bivd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

SECTION 2 - RULES AND REGULATIONS

On Service inued

(continued)

(D) An applicant is unwilling to provide correct information about any of the
following:

.1 Past telecommunications service;
.2 Previous employment; or
.3 Previous address

An Applicant is in violation of govemmental or Company rules conceming
cevasion of payment, use of Service for unlawful purposes, annoyance of other
patrons, or interference with or destruction of facilities.

An Applicant refuses to pay undisputed telecommunication charges owed to
the Company for interstate services.

An Application fails to provide reasonable and legal means of identification.




h Bell ications Services, Inc. South Dakota P.U.C. Tariff No. |
d/b/a Southwestern Bell Long Distance Original Page 20
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Posita. Blvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

SECTION 2 - RULES AND REGULATIONS

On Service

226 Without incurring liability, the Company may disconnect Service pursuant to
§20:10:10:03 and §20:10:10:04.0f the Administrative Rules of South Dakota.

Initial and continuing Service is offered subject to the availability of necessary
facilities and/or equi including those to be provided by the DUC(s), the
Company, CLECs, or the LEC.
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SECTION 2 - RULES AND REGULATIONS

On Service

Service is furnished subject to the condition that there will be no abuse or fraudulent
use of the Service. Abuse or fraudulent use of Service includes, but is not limited to:

(A) Service that is used by the Customer or End User to frighten, abuse, torment,
or harass another; or

(B) Service that is used by the Customer or End User in a manner which interferes
with the use of Service by one or more other Customers; or

Service that is used by the Customer or End User to place calls by means of
illegal equipment, service, or device; or

Service that is used by the Customer or End User to transmit a message or to
locate a person or otherwise to give or obtain information, without payment
of the applicable charge.

The Company's failure to give notice of default, to enforce or insist upon compliance
with any of the terms or conditions herein, to grant a waiver of any term or
conditions herein, or to grant the Customer an ion of time for perft

will not constitute the permanent waiver of any such term or condition herein. Each
of the provisions of this Tariff will remain, at all times, in full force and in effect
until modified in writing, signed by the Company and Customer.
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SECTION 2 - RULES AND REGULATIONS
On Service inued)

The Company reserves the right to change DUCs at any time.

The Company reserves the right, without incurring liability, to refuse to provide
Service to or from any location where the necessary facilities and/or equipment are
not available.

Recording of teleph ions provided pursuant to the Company's Service
under this Tariff is prohibited except as ized by appli federal, state, and
local laws.

All Services i itched Access to reach the long distance network
are only available to Cunomm located in those exchanges which have been
converted to equal access. All Services that required Dedicated Access to reach the
long distance network are available from any point in the State.

The Company, when acting at the Customer’s request and as its authorized agent, will
make reasonable cfforts to arrange for service requirements such as special routing,
route diversity, alternate access, or circuit conditioning.
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SECTION 2 - RULES AND REGULATIONS

23 Limitation of Liability

The Company’s liability will be limited to that expressly assumed in Sections 2.3.1 through
2.3.15 of this Tariff in connection with the provision of Service to Customer.

2.3.1  The Company will not be liable for:

(A) Any act or omission of any other company or i ishing a portion
of the Service or furnishing facilities or equipment associated with such
Service.

Damages caused by the fault or i or willful
Customer or End User.

Any failure to provide or maintain Service under this Tanff due to
circumstances beyond the Company's reasonable control.

Any direct, indirect, consequential, special, actual, or punitive damages, or for
any lost revenues or profits of any kind or nature whatsoever arising out of any

of, or interruption in, Service provi Under no
circumstances whatsoever will the Company’s officers, agents, or employees
be liable for such damages or lost revenue or lost profits.

Any indirect, incidental, special or ial d: lost revenue or lost
profits of any kind, even if Company is advised of the possibility of the same.
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SECTION 2 - RULES AND REGULATIONS

of Liability

(continued)

(F) The use or abusz of any Service described herein by any party including, but
not limited to, the Customer or End User. Use or abuse includes, but is not
limited to, any calls placed by means of PBX-reorigination or any other legal
or illegal equipment, service, or device.

Any action, such as Blocking or refusal to accept certain calls, that Company
deems necessary in order to prevent horized, or use
of its Service. Compensation for any injury the Customer may suffer due to
the fault of parties other than the Company must be sought from such other
partics.

The Company will not be liable for any claim where the Customer indemnifies
the Company pursuant to Section 2.5 of this Tariff.

Customers who subscribe to Private Line Service or to Service that requires
the Customer to utilize Dedicated Access to reach the long distance network
arc liable for any charges, expenses, fees, or penaltics incurred by the
Company on behalf of the Customer due to cancellation Service as well as any
charges, expenses, fees or penalties imposed by the DUC, CLEC, LEC, CAP
or other third party providers incurred by the Company on behalf of Customer
when the Company acts as the Customer’s agent.
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of Liability inued|

Interruptions, delays, errors, or defects caused by or contributed to, directly or
indirectly, by act or omission of Customer or its customers, affiliates, agents,

invitees, L or assi| or which
anise from, or are caused by, the use of facilities or equipment of Customer or related
parties, will not result in the imposition of any liability whatsoever upon the
Company. Customer will pay to the Company any reasonable costs, expenses,
damages, fees or penaltics incurred by the Company as a result thereof. In addition,
a portion or all of the Service may be provided over facilities of third parties. The
Company will not be liable to Customer or any other person, firm, or entity in any
respect whatsoever arising out of defects caused by such third partics. The
Company's liability, if any, with regard to the delayed installation of facilities or
commencement of Service will not exceed $1,000.

With respect 1o Service provided hereunder, the Company hereby expressly

ims, without limitation, all ies not stated in this Tariff, whether express,
implied or statutory, and in particular disclaims all implied warranties of
merchantability and of fitness for a particular purpose.

The Company may rely on CLECs, LECs, DUCs, or other third parties to provide a
portion of the Company’s Service.

No agents or emp of i ing or other
carriers or companies will be deemed to be contractors, agents or employees of the
Company without the Company’s written authorization.
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SECTION 2 - RULES AND REGULATIONS

of Liability inued
Under no circumstances whatsoever will the Company's officers, agents, or
employees be liable for any damages, including but not limited to direct, indirect,
actual, consequential, special, or punitive damages, or lost profits.

The Company will not be liable for any failure of performance hereunder due to
causes beyond its control including, but not limited to:

(A) Unavoidable interruption in the working of transmission facilities; or

(B) Natural disasters such as storms, fire, flood, or other catastrophes; or

(C) Any law, order, regulation, direction, action or request of the United States
Govemnment, or any other go entity having jurisdiction over the
Company or of any agency, ission, bureau, corporation or
other instrumentality of any one or more of such governmental entity, or of
any civil or military authority; or

National emergencies, insurrections, riots, rebellions, wars, strikes, lockouts,
work stoppages, or other labor difficulties; or

Notwithstanding anything in this Tariff to the contrary, the unlawful acts of
individuals, including acts of the Company's agents and employees if
committed beyond the scope of their employment; or

Any failure to provide or maintain Service under this Tariff due to
circumstances beyond the Company's control.




h Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. |
d/b/a Southwestern Bell Long Distance Original Page 27
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas Blvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

SECTION 2 - RULES AND REGULATIONS
of Liability (continued

The Company will use its best efforts to provide Services consistent with industry
standards. The Company will have no liability to the Customer for any loss of
revenue or any other direct, special, incidental, ial, or other damages the
Customer may sustain resulting from the failure or inability of the Company to
provide Service to its Ci li or ive Services to Cu

i puter, network, or ical malfunctions or any kind, breakdowns,
or outages; or any other cause, whether or not within the control of the Company.

In the event the Company or the DUC leam of actual or possibie unauthorized,
fraudulent, or unlawful use of any Company Services, the Company will make an
effort to contact the Customer, but Service may be blocked without notice and
without liability to the Company. Service may be suspended by the Company
without incurring liability by Blocking all calls or by Blocking calls to or from
certain NPA-NXXs, certain ies, cities, or individual telephone stations for any
Service offered under this Tariff. Service will be restored as soon as it can be
provided without undue risk and only after accounts have been brought current.

The liability of the Company for damages arising out of mistakes, omissions,
interruptions, delays, errors or defects occurring in the course of providing Switched
Service hereunder, where such damages were not caused by the Company's willful
misconduct, will in no event exceed an amount equivalent to the initial period charge
to the Customer as described in Section 4 of this Tariff for the call during which such
mistake, omission, interruption, delay, error or defect occurred. The Company shall

not be liable for d:
Customer.

caused by the i or willful mi: of the
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of Liability

The Company will not be liable to the Customer for damages or statutory penaltics
or be obl d to make any adj refund or ion of charges unless the
Customer has notified the Company in writing of any dispute concerning charges, or
the basis of any claim for damages, within sixty (60) calendar days after an invoice
is rendered by the Company for the call giving rise to such dispute or claim. Any
such notice must set forth sufficient facts to provide the Company with a reasonable
basis upon which to evaluate the Customer’s claim or demand. If the Customer is not
satisfied with the Company's resolution of any dispute, the Customer may make
application to the Commission for review and disposition of the matter. The
C ion's address and telephone number are South Dakota Public Utilities
Commission, 500 East Capitol Avenue, Picrre, South Dakota 57501-5070, 605-773-
3201 or 1-800-332-1782.

The Company does not undertake to transmit but furnishes the use of its
Services to its Customers for telecommunications. The Company is not liable for the
content of the Customer’s messages.

The Company may rely on LECs, CLECs, DUCs, CAPs or other third parties for the
performance of certain services such as Dedicated Access. Upon Customer request
and ion and delivery of' i thorizing d the Company may
act as agent for the Customer in obtaining such other services. Customer’s liability
for charges hereunder will not be reduced by untimely installation or i
of Customer-provided facilities and equipment.
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SECTION 2 - RULES AND REGULATIONS

of Liability (continued

2.3.14 In the event parties other than the Customer (e.g., authorized or unauthorized End
Users) has use of the Service directly or indirectly through the Customer, then
Customer agrees to forever indemnify and hold the Company and any affiliated or
unaffiliated third-party provider or operator of facilities employed in provision of the
Service harmless from and against any and all claims, demands, suits, actions, losses,
d: or which may be asserted by said parties.

For Private Line Service or for Service that requires Dedicated Access to reach the
long distance network, if the Company’s failure of performance is thirty (30) days or
less, Service shall not be subject to cancellation by the Customer. An appropriate

percentage of charges for the directly affected Service shall be abated for such
Service interruption. If the Company's failure of performance is for more than thirty
(30) days, then the directly affected Service may be canceled by either the Company
or Customer without liability other than Customer’s liability for payment for said
Service provided prior to cancellation.
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SECTION 2 - RULES AND REGULATIONS
Use of Service

24.1 The Company's Services are available for use twenty-four hours per day, seven days
per week.

The Service offered herein may be used for any lawful purpose, including residential,
business, governmental, or other use. The Customer is liable for all obligations
under this Tariff not withstanding any sharing or resale of Services and regardless of
the Company's knowledge of same. The Company will have no liability to any
person or entity other than the Customer and only as set forth herein. The Customer
will not use nor permit others to use the Service in a manner that could interfere with

Service provided to others or that could harm the facilities of the DUC or others.

Service furnished by the Company will not be used for any unlawful or fraudulent
purposes including but not limited to use of electronic devices, invalid numbers, and
false credit devices to avoid payment for Service contained in this Tariff either in
whole or in part. Service fumished by the Company may not be used to make calls
which might reasonably be expected to frighten, abuse, torment, or harass another.
The Service may not be used for any purpose for which any payment or other
compensation is received by the Customer except when the Customer is a
communications common carrier, a resale common carrier, or an enhanced or
clectronic service provider who has ibed 1o the Company's Service.

this provision does not preclude an agreement between the Customer, authorized
user, or Joint User to share the cost of the Service as long as this arrangement
generates no profit for anyone participating in a joint use or authorized use
amangement.
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SECTION 2 - RULES AND REGULATIONS

24  Use of Service (continued)

244  Service fumished by the Company may be d for joint use or authorized use.
The Joint User or authorized user will be permitted to use such Service in the same
manner as the Customer, but subject to the following conditions.

(A) The Customer must complete and provide to the Company all Service
gr and/or other ion required by the Company to initiate
Service.

One Joint User or authorized user must be designated as the Customer. The
designated Customer does not necessarily have to have communications

requnra'nausofnsm The Customer must specifically name all Joint Users
or ized users in the application for Service. Service orders which
involve the start, rearrangement or discontinuance of joint use or authorized
use Service will be accepted by the Company only from that Customer and
will be subject to all requirements of this Tariff.

All charges for the Service will be computed as if the Service were to be billed
to one Customer. The Joint User or authorized user which has been designated
as the Customer will be billed for all components of the Service and will be
responsible for all payments to the Company. If designated Customer fails to
pay the Company, each Joint User or authorized user will be liable to the
Company for all charges incurred as a result of its use of the Company's
Service. Each joint or authorized user must submit to the designated Customer
a letter guarantecing payment for the joint or authorized user’s portion of all
charges billed by the Company to the designated Customer. This letter must
also specify that the joint or authorized user understands that the Company
will receive a copy of the guaranty from the designated Customer. The
designated Customer will be responsible for allocating charges to each Joint
User or authorized user.
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SECTION 2 - RULES AND REGULATIONS

Use of Service (continued)
244 (continued)

(D) Joint use is a Service/billing allocation arrangement and not a resale
arrangement. Neither the Customer nor any Joint User nor any third party
engaged by either of them in connection with a joint use agreement or
arrangement may mark up Service or otherwise profit from the joint use
agreement or arrangement.

If the Company is notified by the DUC or otherwise reasonably concludes that
Customer-provided equipment does not pass back appropriate answer supervision to
the DUC's network, the Company will notify the Customer. If the Customer cannot
correct the problem and if Customer-provi i inues to provide
inappropriate answer supervision to the DUC's network, the Company reserves the
right to suspend or terminate the Customer’s Service. The Company will give the
Customer five (5) days' written notice of its intent to terminate Service.

The Customer may be billed directly by the LEC, CAP or any other authorized
access provider for the Dedicated Access arrangements selected by the Customer for
the provisioning of certain Switched Services or Private Line Services. At the
Customer’s request, the Company may act as agent in the ordering of such
amangements. In instances where the Company orders such amrangements as an agent
for the Customer, the Customer may be billed directly by the Company.
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2.5 Obligations of the Customer

25.1  The Customer will indemnify, defend, and hold the Company harmless from and
against:

(A) Any claim asserted against the Company (and all attorney fees and expenses
incurred by the Company with respect thereto) arising out of or relating to the
failure of the Company to provide Service to the Customer.

Any and all liabilities, costs, damages, and exp i ding attomey's
fees), resulting from Customer’s (or its emp agent's or indep

's) actions h der, including, but not limited to breach of any
provision in this Tariff, misrep ion of Company Services or rates, or
unauthorized or illegal acts of the Customer or its End User, its employees,
agents, or independent contractors.

Claims for libel, slander, infri of patent or ight, or hovized
use of any trademark, trade name, or service mark arising out of Customer's
or End User's material, data, information, or other content transmitted via
Service.

Violation by Customer or End User of any other literary, intellectual, artistic,
dramatic, or musical right.

Violations by Customer or End User of the right to privacy.

Any other claims whatsoever relating to, or arising from, message content or
the transmission thereof.
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SECTION 2 - RULES AND REGULATIONS

2.5 Obligations of the Customer (continued)
2.5.1 (continued)

(G) All other claims arising out of any act or omission of the Customer or End
User in connection with Service provided by the Company.

Any loss, claim, demand, suit, or other action, or any liability whatsoever,
whether suffered, made, instituted or asserted by the Customer or by any other
party or persons, for any personal injury to, or death of, any person or persons,
and {or any loss, damage or destruction of any property, whether owned by the
Customer or others, caused or claimed to have been caused directly or
indirectly by the provision of Service, whatever the cause and whether
negligent or otherwise.

Claims related to lost or stolen calling cards, except as described in Section
224

Claims of patent infringement arising from combining or connecting Channels
with equipment and systems of the Customer.

Defacement of, or damage to, the Customer’s Premises resulting from the
ﬁmdnng.nmﬂhm,nﬂwmvdofduulhhmamm
of i and iated wiring on or from the Customer’s
Premises.

Clmummoulofunmofmormcudeqummmmn[e

manner (such as use in an expl the i or willful act

of any person other than the Company.
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SECTION 2 - RULES AND REGULATIONS

2.5 Obligations of the Customer (continued)

252 If a Customer directly or indirectly authorizes third parties to use the Service, the
Customer will indemnify and hold the Company harmless against any and all claims
asserted by said party, demands, suits, actions, losses, damages, assessments or
payments which may be asserted or demanded by said parties or by others as a result
of said parties' actions or omissions.

The Company's failure to provide or maintain Service under this Tariff will be
excused by the Customer for all circumstances beyond the Company's reasonable
control.

The Customer will indemnify and save the Company harmless from any and all
liability not expressly assumed by the Company in Section 2.3 of this Tariff and
arising in connection with the provision of Service to the Customer, and will protect
and defend the Company from any suits or claims alleging such liability, and will pay
all expenses (including attomeys' fees) and satisfy all judgements which may be
incurred by or rendered against the Company in connection therewith.

The Customer is responsible for payment for all long distance calls originated at the
Customer’s number(s), billed to a Customer’s calling card, or incurred at the specific
request of the Customer. The Customer is responsible for paying for all Services the
Company provides to or from the Customer’s number(s), regardless of whether the
Customer’s facilities were fraudulently used or used without Customer’s knowledge
in full or in part.
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SECTION 2 - RULES AND REGULATIONS

Obligations of the Customer (continued)

25.6  The termination or disconnection of Service(s) by the Company pursuant to Sections
2.2.5,2.2.6, and 2.20 of this Tariff docs not relieve the Customer of any obligations
to pay the Company for charges due and owing for Service(s) furnished up to the
time of or di i The dics set forth herein will not be
exclusive and the Company will at all times be entitled to all rights available to it
under cither law or equity.

The Customer is responsible for taking all necessary legal steps for interconnecting
Customex-provided terminal equipment with the long distance network. The

Customer will ensure that the signals emitted into the network of the DUC do not
damage equipment, injure personnel, or degrade Service to other Customers or other
users of the DUC's network. The Customer is responsible for securing all licenses,
permits, rights-of-way, and other arrangements necessary for such interconnection.
In addition, the Customer will comply with applicable LEC signal power limitations.

The Customer will be responsible for the payment of all charges for Services
provided under this Tariff and for the payment of all excise, sales, use, gross receipts
or other taxes that may be levied by a federal, state, or local govemning body or
bodies applicable to the Service(s) furnished under this Tariff unless specified
otherwise herein. Also see Section 2.17 of this Tariff for additional information
regarding the Customer’s obligations conceming taxes.

The Customer will be liable for reimbursing the Company for damages to facilities
or equipment caused by the negligence or wilful acts of the Customer’s officers,
ph agents, or authorized End User(s).
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SECTION 2 - RULES AND REGULATIONS

2.5 Obligations of the Customer (continued)

2.5.10 If Service is terminated pursuant to Section 2.2.5, Section 2.2.6 or Section 2.20 of
this Tariff or if the Customer cancels Service pursuant to Section 2.19 of this Tariff,
the Customer will be deemed to have cancelled Service as of the date of such
termination or cancellation and will be liable for any cancellation charges set forth
in this Tariff.

The Customer will indemnify and hold the Company harmless against any and all
liabilities, costs, damages, and expenses resulting from claims by third parties that
any calling card or PIN have been lost, stolen, or fraudulently issued or used;

provided, however, that the Company will have no liability hereunder for special or
consequential damages incurred by the Company.

1f a Customer is to be exempted from the monthly special access surcharge, it is the
Customer's responsibility to provide the Company with an Exemption Certificate.
The Customer may be exempted from the monthly special access surcharge because
the Customer’s Service:

on adevice i of ing the long distance network with
the local exchange network; or

is associated with a Switched Access Service that is subject to carrier common
line charges; or

constitutes a Private Line facility used for telex service or radio or television
transmissions; or,

is an open-end termination in a LEC's or CLEC's switch of an FX line; or

is a termination that could not make use of a LEC's or CLEC's common lines.
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SECTION 2 - RULES AND REGULATIONS

2.5  Obligations of the Customer (continued)

2.5.13 If as a result of inaccurate information provided by the Customer, Circuits need to
be moved, replaced, or red d, the Customer is responsible for the of
all such charges. In the event the Company incurs costs and expenses caused by the
Customer or reasonably incurred by the Company for the benefit of the Customer,
the Customer is responsible for the payment of all such charges.
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SECTION 2 - RULES AND REGULATIONS

Obligations of a Reseller

2.6.1  The terms and conditions of this Tariff, including but not limited to the obligations
contained in Section 2.5 and in Sections 2.6.2 through 2.6.7 hereof, apply to
Customers that are Resellers. Failure to comply with any term, rule, or regulation of
this Tariff may result in the Company il diately and i ly inati
Service(s) without i ing any liability. i ion of ination of Service(s)
may be in writing or in another expeditious manner selected by the Company.

In the event of non-payment by a Reseller's subscriber, the Company may be
requested by the Reseller 1o block such subscribers's calling card number and PIN
because of non-payment of charges. Before the Company blocks Service to a
Reseller’s subscriber, the Reseller must certify that proper notice has been given to
the subscriber. Proper notice must meet state and federal rules for Blocking Service
due to non-payment. The Reseller is responsible for all costs incurred to disconnect
or block the location from Service(s).

Resellers will be responsible for paying all taxes, surcharges, and fees based upon the
taxing jurisdiction's rules and i
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SECTION 2 - RULES AND REGULATIONS

of a Reseller

In addition to the other provisions in this Tariff, Customers reselling Service will be
responsible for all interaction and interface with their own subscribers or customers.
The provision of Service will not create a partnership or joint venture between the
Company and the Reseller nor result in a joint offering to third parties.

If the Customer resells Services, the Reseller is responsible for providing all billing,
ion, and service ions for all of its k includi i
any unauthorized presubscription disputes.

In addition to the other provisions in this Tariff, Resellers must have the appropriate
authority in all arcas where the Reseller provides service. Resellers of the Company's
Services arc responsible for maintaining all necessary state and F.C.C. tariffs for
operating as a Reseller and for complying with all rules and regulations as set forth
by the Commission. Further, the Reseller also assumes full responsibility for
complying with the Communications Act of 1934, as amended; the
Telecommunications Act of 1996; and the rules, regulations, and decisions of the
F.CC.
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2.7 Obtaining Services
2.7.1  General

To obtain Service, the Company requires the Customer to provide the Company with
whatever authorization the Company deems appropriate. Upon the Company's

plance of this ization, all applicable provisions in the Company’s Tariff,
as amended from time-to-time, become the agreement for Service between the
Company and the Customer. Acceptance or use of Service offered by the Company
shall be deemed an application for such Service and an agreement by the Customer
1o subscribe 1o, use, and pay for such Service in accordance with the applicable

Tariffs of the Company. The Applicant must also establish credit satisfactory to the
Company as provided in Section 2.7.2 of this Tariff.
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SECTION 2 - RULES AND REGULATIONS

Obtaining Services (continued)

272

Establishment of Credit

(A)

Applicant

The Company reserves the right to require all Applicants to establish credit

iness to the ble satisfaction of the Company. Upon receipt of the
signed letter of agency or other authorization the Company deems appropriate,
the Applicant will be deemed to have authorized the Company to obtain such
routine credit information and verification as the Company requires. The

Cmydﬂldamnmhudntnﬂmgofnw&mu
on the i jon about the Applicant's prior tek bill
pcylwuhmuylfﬂuApplmmhuhadSavwebem Slu;hml’omunan
shall be the major factor in decisi y or Yy
credit and deposit amounts.

Customer

If the conditions of Services or the basis on which credit was originally
cstablished have materially changed, an existing Customer may be required to
establish additional credit. The Company reserves the right to examine the
credit record and check the references of any Customer at any time.

Unsatisfactory Credit
Unsatisfactory credit is defined one or more disconnection in the most recent

year of telecommunications service or three or more disconnection notices in
the most recent year of service.
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2.8 Customer Deposits / Advance Payments
2.8.1 Customer Deposits

(A) General

Any Applicant whose credit is not acceptable to the Company as provided in
Section 2.7.2 of this Tariff may be required to make a deposit to be held by
Company as a guarantee of payment for Service provided under this Taniff.
In addition, an existing Customer may be required to make a deposit or to
increase a deposit presently held by the Company if the conditions of Service

or the basis on which credit was origi have 11}
chenged.

Amount of Deposit
Business Customer
The amount of any deposit will not exceed the estimated charges for
three months' Service. The Company will determine the amount of the
deposit.
Residential Customer
The Company may require a deposit based on the average cost of
Service for two months or $130, whichever is less, payable in up to three
monthly instaliments.

Interest on Deposits

The Company will pay interest on deposits according to the rules and
regulations of the Commission.
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2.8 Customer Deposits / Advance Payments (continued)
2.8.1 Customer Deposits (continued)
(D) Retum of Deposit
A deposit wili be retumed:

When an application for Service has been canceled prior 1o the
establishment of Service; or

When the subscriber has paid bills for Service for twelve (12)
consecutive months without having Service disconnected for
nonpayment and without receiving three or more disconnection notices.

After disconnection of Service and receipt of the final payment.

Notwithstanding the foregoing, prior to the return, deposits will be applied to
any outstanding charges to the Customer for Service, and only the excess, if
any, will be retumed.
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SECTION 2 - RULES AND REGULATIONS

2.8 Customer Deposits / Advance Payments (continued)
282 Advance Payments

Customers and Applicants who, in the Company's judgment, present an undue risk
of non-payment may be required at any time to provide the Company such other
assurances of, or security for, the payment of the Company's charges for its Services
as the Company may deem necessary, including, without limitation, advance
payments for Service, third party guarantees of payment, pledges or other grants of
security interests in the Customers' assets, and similar arrangements. The required
advance payments or other security may be increased or decreased by the Company
as it deems appropriate in the light of changing conditions. In determining whether
a Customer presents an undue risk of nonpayment, the Company shall consider the
following factors: (A) the Customer’s payment history (if any) with the Company
and its affiliates, (B) Customer’s ability to demonstrate adequate ability to pay for the
Service, (C) credit and related information provided by Customer, lawfully obtained
from third partics or publicly avai (D) infc ion relating to Ci 's
management, owners, and affiliates (if any), and (E) the Applicant's or Customer's
actual long distance usage. The Company does not pay interest on advance
payments.
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29 Rendering Bill
29.1 General

The Company uses cycle billing. The billing period is one month. Except for fraud,
charges may be assessed for unbilled traffic up to two years in arrears. The Company
uses direct billing by the Company or an authorized billing agent. The Company
may also utilize LEC billing. Where billing systems allow, Credit Card billing and
automatic withdrawal from Customer’s checking or savings account are available.
However, if a Customer presents an undue risk of nonpayment at any time, the
Company may require the Customer to pay its bills in cash or the equivalent of cash.

In the event the Company incurs fees or expenses, including attomey’s fees, in
collecting, or attempting to collect, any charges owed the Company, the Customer
will be liable to the Company for the payment of all such fees and expenses
reasonably incurred.
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SECTION 2 - RULES AND REGULATIONS

2.9 Rendering Bill (continued)
292 Direct Billing By Company Or Authorized Billing Agent

Bills are sent to the Customer’s current billing address no later than thirty (30) days
following the close of billing. Call detail is included with the bill. The Customer’s
bill provided by an authorized billing agent may include the billing agent's service
mark as shown on page 10 of this Tariff. Payment in full is due by the due date
disclosed on the bill. Charges are payable only in United States currency. Payment
may be made by check, money order, or cashicr’s check made payable as named on
the bill and sent to the address as listed on the bill. If the bill is not paid within thirty
(30) days from the invoice date, the Company may impose a late charge on the
delinqueni amount. A late charge applies to any past due balance. A late charge
applies to any past due balance. The Company may charge a late charge of $5.00 or
1.5% per month, whichever is greater. When another telecommunications carrier
provides the billing function on behalf of the Company, the other camrier's late
payment charge applies.

Credit Card Billing

With Credit Card billing, the charges for Services provided by the Company are
billed on the C 's desi and app Credit Card. Charges are billed
monthly in accordance with the terms and conditions between the Customer and the
Customer’s designated Credit Card company. Call detail will not be included in the
Credit Card bill. Call detail will be provided by the Company in a separate mailing.
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SECTION 2 - RULES AND REGULATIONS
29 Rendering Bill (continued)
294  Automatic Withdrawal From Checking or Savings Account
If the Customer utilizes automatic withdrawal, the charges for Services provided by
the Company arc automatically debited to the Customer’s designated checking

account or savings account. Call detail will be provided by the Company in a
scparate mailing.

Billing For Dedicated Access Circuits or Channels

Dedicated Access circuits or channels may be provided and billed by the LEC or may
be purchased from carriers other than the LEC. Charges for the Dedicated Access
circuits or channel are determined by the access provider.
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2.10 Contested Charges

The Company will not be required to consider any Customer claim for damages or statutory
penalties, or adjustments, refunds, credits or cancellation of charges, unless the Customer has
notified the Company, in writing, of any dispute concerning charges or the basis of any claim
for damages, within sixty (60) calendar days after an invoice is rendered or a debit is effected
by the Company for the call giving rise to such dispute or claim. Any such notice must set
forth sufficient facts to provide the Company with a reasonable basis upon which to evaluate
the Customer’s claim or demand. Such notice must be sent to the Company’s Customer
Service Department as per Section 2.11 of this Tariff. If the Customer is not satisfied with
the Company's resolution of a billing inquiry, the Customer may make application to the

C ission for review and disposition of the matter. If the Customer is not satisfied with
the Company’s resolution of any dispute, the Customer may make application to the
Commission for review and disposition of the matter. The Commission's address and
telephone number are South Dakota Public Utilities Commission, 500 East Capitol Avenue,
Pierre, South Dakota 57501-5070, 605-773-3201 or 1-800-332-1782.

Customer Service

Customer must be ad d to the ion of the Customer Service

Dep and sent to the appropriate office. The Customer may also contact the Company’s
Customer Service Department by calling a toll free 800 number. The Company’s Customer
Service address and toll free number are printed on the Customer’s bill. For Customers using
Credit Card billing or ic withd: from the checking or savings account, the
Company's Customer Service address and toll free number are provided with the Customer’s
call detail.
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SECTION 2 - RULES AND REGULATIONS

2.12 Milcage Measurements

Calls are mileaged by the DUC that carries the call. The mileage between rate centers is
calculated based on V and H coordinates as obtained by reference to AT&T Tariff FCC No.
10. The mileage for a call between access lines associated with stations that use the same rate
center is one mile. Calculation for mileage between the DUC's POPs for Private Line Service
is based on the V & H coordinates as obtained by references to NECA F.C.C. Tariff No. 4.

FORMULA:

(VI-V2)' +«(H1-H2)!

Where V, and H, are the V and H coordinates of point 1 and V, and H, are the coordinates of
point 2.

Mileage is rounded up to an integer value to determine the airline mileage.
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SECTION 2 - RULES AND REGULATIONS

Timing of Calls

2.13.1 Calls are timed and measured by the DUC whose Services are resold by the
Company in accordance with this Taniff.

On Station-to-Station calls and on Direct Dialed calls chargeable time begins when
the called station answers and the connection is established between the calling
station and the called station, miscellaneous common carrier, mobile radio system,
orPBXsyslan. Amwu-detec\imildelaminedhwdonnmdndindm-yma
methods, i and softv answer detectit

when Services are directly toa i
syﬂumnﬂnCnﬂmwﬂmedUm‘npmmudeleﬁnehmmwhmnuﬂ
terminates in, or passes through, the first Customer equipment on that Customer-
provided communications system. It is the Customer’s responsibility to furnish
appropriate answer supervision to the point of interface with the Company's Service
so that chargeable time may begin.

On Person-to-Person calls, chargeable time begins when connection is established
between the calling person and the particular person or station specified or an agreed
alternate.

Chargeable times ends when the calling station hangs up thereby releasing the
network connection. If the called station hangs up but the calling station does not,
chugahlcumemdswlmlhenetwotkoommurdmedeldmbyﬂw

timing equi in the tel ications network or by the operator.
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SECTION 2 - RULES AND REGULATIONS
2.14 Rate Periods

2.14.1 General

Different rates may be applicable to a call at different times of the day and on certain
days of the week, as specified in the appropriate rate schedule for that call. The rate
periods shown below apply. All times shown are local time at the calling station.

Day, Evening, and Night Rate Periods

(A) Business Customers

Times Applicable
Rate From To, But Not
Period Including
Day 5:00 PM
Evening 11:00 PM
Night 8:00 AM
11:00 PM
5:00 PM

Customers

Times Applicable
From To, But Not Days
Including | Applicable
7:00 PM Mon - Fri
7:00 AM Mon - Fri
All other times.
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SECTION 2 - RULES AND REGULATIONS
2.15 Determining Rate In Effect
2.15.1 General

For outbound Services that are time-of-day sensitive, the time-of-day at the central
office or POP associated with the calling station determines the rate in effect. For
inbound Services that are time-of-day sensitive, the time-of-day at the central office
or POP associated with the called station determines the rate in effect.

Call Originates Via Switched Access

When a unit of time is split between two rate periods, each rate period applies to the
portion of the call that occurred during that rate period.

Call Originates Via Dedicated Access

When a unit of time is split between two rate periods, the rate is based on the rate
period in which it began.

Call Completed By An Operator

The time at the beginning of each minute of i ines the appli
rate period. When a message spans more than one rate period, total charges for the

minutes in each rate period are calculated and the results for each rate period are
totaled to obtain the total message charge.
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SECTION 2 - RULES AND REGULATIONS
2.16 Rounding

Each usage sensitive Service has its own specific initial period and additional period
(collectively referred to as billing increments) as specified in Section 3 of this Tariff. For all
Services, fractions of a billing increment are rounded up to the next higher increment for
billing purposes. The usage charges for cach completed call during a billing month will be
computed. Ifthe charge for the call includes a fraction of a cent of $.005 or more, the fraction
of such charge is rounded up to the next higher whole cent unless otherwise indicated
clsewhere in this Tariff. Otherwise, the charge is rounded down to the next lower whole cent.
Rounding for charges for Service(s) is on a call-by-call basis.
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SECTION 2 - RULES AND REGULATIONS

In addition to the charges specifically pertaining to Services, certain federal, state,
and local surcharges, taxcs, and fees apply to Services. These taxes, surcharges, and
fees are calculated based upon the point of origination of the call, the point of
termination of the call, the length of each call, and the taxing jurisdiction's rules and
regulations.

All federal, state, and local taxes, surcharges, and fees (i.c., sales tax, gross receipts
tax, municipal utilities tax, etc.) are listed on the Customer’s invoices, and unless
otherwise specified herein, are not included in the rates listed in Section 4 of this
Tariff.

In ordes to be granted tax exempt status, a Customer claiming tax exempt statas must
provide the Company with copies of all tax exemption certificates and documents
required by the Company at the time Service is ordered. Failure to provide the
required documentation at the time Service is ordered will result in all taxes as noted
herein being levied by the Company on the Customer’s Service, and the Customer
will be responsible for the payment of all such charges. At the Company's option,
the Company may accord the Customer tax exempt status upon receipt of the
required documentation afler Service is ordered. However, the Customer will be
billed for all applicable taxes and responsible for the payment of same until such time
as the Company has ceased billing the applicable taxes. The Company is not liable
for refunding the amount of the taxes paid by the Customer. The Customer is
responsible for seeking refunds for such taxes from the appropriate taxing authority.
Failure to pay the appropriate taxes prior (o tax exempt status being accorded by the
Company will result in termination of Service.




b Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 56
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas Blvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

SECTION 2 - RULES AND REGULATIONS

2.18 Interruption of Service

2.18.1 Without incurring liability, the Company may interrupt the provision of Services at
any time in order for tests and ii jons to be 1o assure i with
Tariff' ions and the proper installation and ion of Customer’s equipment
and facilities and may continue such interruption until any items of non-compliance
ori i ion so identified are rectified.

To prevent possible horized, fraudulent, or use of Service, the
Company may initiate Blocking all calls or Blocking calls to or from certain NPA-
NXXs, cities, or individual telephone stations for any Service offered under this
Taniff. Service will be restored as soon as it can be provided without undue risk and
only aftcr accounts have been brought current.

No credit for recurring monthly charges will be issued for outages less than twenty-
four consecutive hours in duration. For Customers with Service subject to a monthly
recurring charge, Service interruptions of greater than twenty-four (24) consecutive
hours duration will receive a credit equal to the number of hours of Service
interruption divided by 720 hours times the monthly recurring charge for the Service.
For Private Line Service, credit allowances are subject to the general liability
provisions set forth in Section 2.3.15 of this Tariff.

For Switched Services including Service that requires Dedicated Access to reach the
long distance network, credit allowances for cutoff, wrong number, or poor
transmission are subject to the general liability provisions set forth in Section 2.3.10
of this Tariff. It shall be the obligation of the Customer to notify the Company
immediately of any interruption in Service for which a credit allowance is desired.
Before giving such notice, the Customer shall ascertain that the trouble is not being
caused by any action or omission by the Customer within his control, or is not in
wiring or equipment, if any, fumished by the Customer.
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SECTION 2 - RULES AND REGULATIONS

2.19 Cancellation of Service By Customer

2.19.1 Customers Subscribing To Services That Require Switched Access To Reach The
Long Distance Network

Unless the Customer has signed a term plan agreement, the Company may require
the Customer to give thirty (30) days’ written or oral notice to the Company. Notice
should be addressed to the Company’s Customer Service Department at the address
specified in Section 2.11 of this Taniff. Cancellation of the Customer’s Service will
be effective when the DUC removes the calling card number and PIN from its data
base.

Customers Subscribing To Services That Require Dedicated Access To Reach The
Long Distance Network

Cancellation of Service will be effective when the DUC or Company cancels the
Service or when the Customer’s Dedicated Access facilities are moved to another
company as authorized by the Customer. If the Customer cancels Service prior 1o the
expiration of a term plan, the Customer is liable for any cancellation charge set forth
in this Tanff.
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SECTION 2 - RULES AND REGULATIONS

2.20 Termination of Service By Company

2.20.1 Pursuant to §20:10:10:03 and §20:10:10:04.0f the Administrative Rules of South
Dakota, the Company may terminate Service to the Customer upon five (5) days'
written notice to the Customer. If the Company delivers the notice to the Customer's
Premises, it will be left in a conspicuous place. When notice is mailed, the notice
will be addressed to the Customer’s last known billing address and mailed first class
or some type of express overnight delivery. The selection of the method of delivery
of the notice is made by the Company.

The termination of Service(s) by the Company pursuant to this section does not
relieve the Customer of any obligations to pay the Company for charges due and
owing for Service(s) fumished up to the time of termination. The remedies set forth
herein will not be exclusive and the Company will at all times be entitled to all rights
available to it under cither law or equity.

Service will not be disconnected on any Saturday, Sunday, or legal holiday or at any
other time that the Company's offices are not open to the public.
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SECTION 2 - RULES AND REGULATIONS
221 Restoration of Services
The use and ion of Services in ies will be in with the priority
system specified in Part 64, Subpart D of the rules and regulations of the Federal
Communications Commission.

Terminal Equipment

Thc Company's Services may be used with or terminated in Customer-provide terminal
or Cust ided ications systems such as a telephone set, PBX or
key system. Suchu:mm.ll i shall be fumi and maintained at the expense of the

Customer. The Customer is responsible for all costs at the Customer’s Premises, including

personnel, wiring, electrical power, and the like, incurred in the use of the Company’s Service.

anﬂmnmwnsmhwﬁlwmwmmﬂ

of the Federal C i ludi lmnonhmledlo Part
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SECTION 2 - RULES AND REGULATIONS
223 Notices
Any notices provided by Company pursuant to this Tariff are deemed given and effective
upon the carlier of (a) actual receipt by Customer or (b) three days after mailing if sent by

mail, the day after express overnight delivery, or the day the notice is left at the Customer’s
Premises.

Lost Or Stolen Calling Card Or PIN

Upon knowledge of facts which would alert a reasonable person to the possibility of
unauthorized use of the Customer’s calling card or PIN, the Customer will alert and give

notice to the Company of such facts. Upon receipt of notice, the Company will deactivate the
PIN associated with the card. If requested by the Customer, a new calling card and PIN will
be issued to the Customer. The Customer will be excused from liability only with respect to
unauthorized calls placed after receipt of such notice by the Company.

Special Service Arrangements

Customer-specific service arrangements, which may include engineering, installation,
construction, facilities, assembly, and/or other special services, may be furnished in lddmon
to existing Tariff offerings. Rates, terms, and itions plus any additi if
applicable, for the special service arrangements will be developed upon Customer’s request.
Unless otherwi ified, the regulations for the special service arrangements are in addition
to the applicable regulations specified in other sections of this Taniff.
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SECTION 2 - RULES AND REGULATIONS

Promotions

From time-to-time, the Company may offer special promotions to its Customers waiving
certain charges, offering Service(s) at special rates, and/or offering promotional discounts.
Promotional discounts include but are not limited to reduced monthly rates or charges for an
existing Service, incentive subscription bonuses, free Service periods, full or partial waivers
of installation charges or optional feature charges, full or partial waivers of PIC charges, or
any combination thereof. Terms and conditions of promotions may be limited to certain
duu,mnﬁ.nmkﬁngmls.-ﬂ/oﬂocmms The Company may engage in national and/or

special p | i mmmuoﬂmnydmyndwmlm
customers, retain existing customers, win back former or

usage. The terms of national promotional offerings are set forth in the applicable interstate
tariffs governing such programs. To the extent these programs may extend to intrastate
Services, the terms of these national offerings are incorporated by reference herein. The
Company may require an advance payment as a condition of a promotional offering.
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SECTION 3 - DESCRIPTION OF SWITCHED SERVICES

3.1 Calling Card Services

3.1.1  General

Calling card services are avai to C for use when C or End
Users are away from their established primary service location. For all calls, the
initial and additional periods are billed in increments of one (1) minute. See Section
4.1 for rates and charges. Calling card rates and charges apply to all calling card
calls originating and terminating in the State regardless of the billing location of the
Customer account.

Placing A Calling Card Call

Access to the long distance network for the purpose of billing a call to the Customer’s
calling card can be from tone-generating or rotary-dial instruments. The Customer
or End User may access the long distance network and bill a call to their calling card
by dialing any of the following:

(A) 1 plus an 800/888 number plus

.1 the called telephone number, the calling card number, and a valid PIN,
or

0, the called telephone number, the calling card number, and a valid
PIN, or

0 and provide the operator the called number, the calling card number,
and a valid PIN.
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SECTION 3 - DESCRIPTION OF SWITCHED SERVICES

3.1 Calling Card Services (continued)
3.1.2  Placing A Calling Card Call (continued)
(B) 0 plus the called telephone number, the calling card number, and a valid PIN.
(C) 00 and request the operator complete a call and bill it to the Customer’s calling

card. To complete a calling card call, the End User must provide the operator
the called number, calling card number, and a valid PIN.

Depending on the Company's selection of the DUC for any specific calling

card service, the Customer and End User may also be able to place a calling
card call by dialing 10 plus the carrier identification code, the called telephone
number, the calling card number, and a valid PIN. If this option is available
10 a Customer, the Company will provide the Customer with the appropriate
carrier identification code.
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SECTION 3 - DESCRIPTION OF SWITCHED SERVICES

3.2 Directory Assistance

lnmmlc Directory Ammnee involves the supplying of assi in ining or
to the telephone number of a party. Directory Assistance is available

toanyCmmerllul has access to the directory assistance bureau of the DUC and bills the
directory assistance call to one of the Company’s calling cards or bills the directory assistance
call to a third number. Person-to-Person and collect calls to directory assistance are not
permitted.
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SECTION 3 - DESCRIPTION OF SWITCHED SERVICES

3.3 Operator Services

331

Operator Toll Assistance

(A)

General

Operator Toll Assistance is any variety of telephone services which require the
assistance of a long distance operator. There are two rate clements. They are
a usage charge and a surcharge. The operator dialed surcharge applies in
addition to all Station-to-Station and Person-to-Person operator service
charges when the Customer has the ability to dial all the digits necessary for
call completion but instead dials 00 or 1 plus an 800/888 access number plus
0 to reach the operator to have the operator complete the call. The surcharge
will be applied to all operator services calls completed by an operator except
for calls which cannot be completed by the Customer due to equipment failure
or trouble on the network. For all calls, the initial and additional periods are
billed in increments of one (1) minute. Operator Toll Assistance is available
to Customers that (1) bill the call to one of the Company's calling card
Services or (2) utilize Switched Access to reach the long distance network.
Customers with Dedicated Access must program their PBX to route operator
Service calls over the Customer’s Switched Access lines.

Calling Card Calls

Customers may bill calls to their Company calling card. See Section 3.1.2 for
dialing alternatives to place a calling card call.
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3.3 Operator Services
33.1 Operator Toll Assistance (continued)

(C) Collect Calls And Calls Billed To A Third Number

Customers my place collect calls or bill a call to a third number. To place a
collect call or bill a call to a third number, the Customer must: (1) dial 1 plus
an 800/888 number, plus 0, plus the called telephone number, and when the
operator answers, tell the operator whether the call is collect or billed to a third
number, or (2) dial 1 plus an 800/888 number, plus 0, and when the operator

answers provide the operator the called number and tell the operator whether
the call is collect or billed to a third number.
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SEC JION 3 - DESCRIPTION OF SWITCHED SERVICES
3.3 Operator Services (continued)
3.3.2 Busy Line Verification
Busy Line Verification provides operator assistance to determine if there is an
ongoing conversation at a called station. Busy Line Verification is only available to

Customers that bill the call to one of the Company’s calling card services.

Emergency Interrupt

Emergency Interrupt provides operator assistance to interrupt an ongoing

conversation at a called station. The charge for Emergency Interrupt applies
regardless of whether the interruption is successful. The charge for Emergency
Interrupt applies in lieu of the charge for Busy Line Verification. Emergency

pt is only avai to Cu that bill the call to one of the Company's
calling card services.
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Calling Card Services
There are two rate elements. They include a usage charge and a surcharge. If an operator

does not assist in the placement of the call, the per call surcharge is $1.05 per call. The usage
rates are as follows:

Initial Period
1 Minute or Fraction
Thereof Thereof

Rate Day | Evening | Night Day | Evening | Night

Mileage
0-10| $.3000 | $.2400 | S.1800 | S.1800 | §.1440 $.1080
11-16| $3800 | $.3040 | $.2280 | $.2000 | $.1600 $.1200
17-22| $3900 | $.3120 | $2340 | $.2200 | $.1760 $.1320
23-30| $.4300 | $.3440 | $.2580 | $.2400 | §.1920 $.1440
31-40| $.4500 | $.3600 | $.2700 | $.2600 | $.2080 | §.1560
41-55| $.4800 | $.3840 | $.2880 | $.2900 | $.2320 | $.1740
56-85| $.5100 | $.4080 | $.3060 | $.3200 | $.2560 | $.1920
86-124| $.5300 | $.4240 | $.3180 | $.3400 | $.2720 $.2040
125-244| $.5400 | $.4320 | $.3240 | $.3600 | $.2880 | $.2160
245-475| $.5500 | $.4400 | $.3300 | $.3800 | $.3040 | $.2280

If the operator assists in the placement of a calling card call, then the applicable Operator Toll
Assistance call placement charges and the per minute usage rates apply in licu of the calling
card surcharge and the calling card per minute usage rate.
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Directory Assistance Services

Direct dialed calls to directory assistance will be billed at $.75 per call. Any calls to directory
assistance utilizing an operator will be billed the directory assistance charge plus the
applicable operator services charges(s) pursuant to Section 4.3.1 (A) of this Tariff.
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43 Operator Services
431 Operator Toll Assistance
(A) Surcharges

The following surcharges apply to the initial minute of each operator services
call placed within the State:

Station-to-Station sent-paid $2.05
Station-to-Station collect $2.05
Station-to-Station third number $2.11
Person-to-Person (all type calls) $4.50
Operator dialed surcharge* $1.00
Directory Assistance Call Completion $2.05
LEC Calling Card** Staticn-to-Station

- Customer Dialed/Automated $1.05
- Operator Dialed/Operator Assisted $2.05

*  This call placement charge applies in addition to all other Station-to-
Station or Person-to-Person call placement charges when the Customer
has the ability to dial all the digits necessary for call completion but
dials instead "0" or "00" to reach the operator to have the
complete the call. The call placement charge will be applied to all
operator service calls completed by an operator except for 1) calls which
cannot be completed by the Customer due to equipment failure or
trouble on the DUC's network; (2) when a Company calling card is
being used; or (3) when a LEC calling card is being used from a
payphone.

**  The Company only accepts cards which it can identify as valid.
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SE~TION 4 - SWITCHED SERVICES RATES AND CHARGES

4.3 Operator Services (continued)
43.1  Operator Toll Assistance (continued)
(B) Usage Rates

The per minute usage rates are as follows:

Initial Period Additional Period
1 Minute or Fraction 1 Minute or Fraction
Thereof Thereof

Rate Day | Evening | Night Evening | Night
Mileage

0-10 $.2400 | $.1800 $.1440 | §.1080
11-16 $.3040 | $.2280 $.1600 $.1200
17-22 $3120 | $.2340 5 $.1760 $.1320
23-30 $.3440 | $.2580 $.1920 | S$.1440
31-40 $.3600 | $.2700 $.2080 | $.1560
41-55| S. $.3840 | $.2880 5 $.2320 $.1740
56 -85 $.4080 | $.3060 $.2560 $.1920

86-124 $.4240 | $.3180 . $.2720 | $.2040
125-244| §. $.4320 | $.3240 $.2880 $.2160
245-475 $.4400 | $.3300 $.3040 $.2280
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SECYION 4 - SWITCHED SERVICES RATES AND CHARGES
4.3  Operator Services (continued)

43.2 Busy Line Verification
The rate is $.50 per occurrence.

Emergency Interrupt

The rate is $1.25 per occurrence
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SEC ION 4 - SWITCHED SERVICES RATES AND CHARGES
44 Miscellancous Charges

44.1 Payphone Surcharge

Pursuant to the FCC's Order in CC Docket 96-128, this surcharge applies only to
dial-around calls, i.c., calls originating using a carrier’s access code, a Customer’s
800/888 and other toll-free numbers and debit card calls, from payphone instruments.
This surcharge does not apply for 0+ call for which the payphone provider would
otherwise receive compensation. The Customer shall pay the Company a per call
surcharge of $0.35 per call for all such traffic.
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SBC’s goal is to deliver superior return to shareowners
through so’id growth in revenues, cash flow and earnings.

Over the past five years we have led the regional Bell

companies in earnings and revenue growth.




legislation. because it les us to offer our customers the broad array of serv and one-stop shopping
they tell us they want. The Act has already sharply altered the competitive landscape. The announcement
of our agreement with Pacific Telesis was followed by announcements of several other major mergers and
scores of strategic initiati s competitors tried to position themselves for the new marketplace.

We also know that the implications of telecommuni s reform reach well beyond the US. marketplace.
Telecommunical * a global business: ultimately, the regulators of our industry in this
country must ha it of our industry’s ability 1o compete around the world.

As events unfolded during the ye. e more convineed than ever that our local networks and
market presence, combined with the experience we have gained in our intemational markets, not only enhance
SBC's competitive positioning but also provide a superior platform for growth.

Those strengths are why, in an environment that iendous potential for the best companies,

I believe SBC's future is bright:

We are in an excellent growth industry. Growth trends are everywhere - in exploding demand for
Internet access and high-speed data services: in the continuing strong growth of wireless services: in the
accelerating movement toward work-at-home applications; and in the demand from our business customers for

technology solutions, not just products, as networks expand and become more complex. Combine all that with
tremendous overseas growth opportunities, especially in developing countries, and with the opportunities
technological advances give us o reduce costs and improve quality and network speed for our customers - and
there are few industries with so much potential for profitable growth.

We are well on our way to the deregulated marketpiace. This transition involves many complex issues
and requires decisions by federal and state regulators, but its momentum is unstoppable. We still have much
hard work 10 do o secure the full promise of the Telecommunications Act, and you can expect us 1o challenge
unfair regulatory decisions. But, 'm confident the outcome will be a deregulated marketplace that gives us a

fair opportunity to serve all of our customers’ telecommunications needs and service requirements.

Mides of fiber
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e 10 our customers, and, in short, who will be the winners and losers in a more open, compelitive
marketplace. This uncertainty was clearly among the reasons most of the stocks in our industry lagged the
market during 1996.

In the face of this change and uncertainty, it’s reasonable 10 ask: Can $8C maintain s growth
momentum in light of ‘ncreased competition?

My answer is simple: Yes.

Lot me tell you why I'm so confident.

mwmmmnu.-uwmmmm:

« More than 65 million direct customer contacts every month, and an employee workforce that gives us deep
roots in our communities. This local presence is an important competitive edge, and we have active,
effective program 1o ensure that the diversity of our communities is reflected throughout the company.

« Brands - Southwestermn Bell and Cellular One - that customers equate with quality, reliability and
performance.

« Expansive distribution channels that reach new customers and offer convenient access to our products
and services.

« A strong marketing organizaiion skilled at identifying and effectively targeting new fast-growing markets.

« A globally focused corporate development team with the proven ability to identify and quickly acquire new
opportunities for growth.

« And a skilled management team focused on creating shareowner value by making investments our
employees, our networks, and our customer service operations - that grow revenues without sacrificing
margins or cash flow.
mmquhmwhmm—mmumm

We deliver it. We've built our growth momentum by creating strategies that put customers at the center of our
plans, then executing those plans well. The results are clear - in our industry-leading sales of additional services
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« More than 6) muliion direct Cusiomer toRiacs y &

rools in our communities. This local presence is an important competitive edge, and we have an active,

effective program to ensure that the diversity of our communities is reflected throughout the company.

« Brands - Southwestern Bell and Cellular One - that customers equate with quality, reliability and
performance.

« Expansive distribution channels that h new customers and offer convenient access to our products
and services.

« A strong marketing organizaiion skilled at identifving and effectively targeting new fast-growing markels.

« A globally focused corporate development team with the proven ability to iden! and quickly acquire new
opportunities for growth.

« And a skilled management team focused on creating shareowner value by making investments - in our
employees, our networks, and our customer service operations - thal grow revenues without sacrificing
margins or cash fluw.
mmmunuMthhucm—mmm.-nM

We deliver it. We've built our growth momentum by creating strategies that put customers at the center of our
plans, then executing those plans well. The result: our industry-leading sales of additional services
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We deliver it. We've built our growth momentum by creating strategies thal pul ©

plans, then executing those plans well. The results are clear - in our industry-leading sales of additional services
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Management’s Discussion and Analysis of Financial Condition and

Dors e mfaons ex e ety

$BC Communications inc. 'SBC) is a holding company whose subsidiaries and
affiliates operste predominantly in the communications services industry. S8C's
‘subsidiaries and affilistes provide landiine and wireless telecommunications
services and equipment, directory advertising and cable television services.

SBC's largest subsidiary is Southwestern
Bell Telephone Company (Telephon
Company). which provids
cations services over approxima
15 milli ccess lines in Texas, Missouri,
Oklahoma, Ransas and Arkansas (five-stal
area). The Telephone Company is subject
1o regulation by each of the state jurisdic

Results of Operations
Financial results, including perce
summarized as follows:

Income betore extraordmary loss
Extraorgmnary loss

$2mn

SBC recognized an extraordinary loss in
1995 from the discontinuance of regulatory
accounting at the Telephone Company.

The primary factors contributing to the
Increase in ome before exty
loss in 1996 were growth in demand for
services and products at the Telephone
Company and Southwestern Bell Mobile
Systems, Inc. (Mabile Systems).

The primary factors contributing to the

ome b straordinary loss
growth in demand for services

tions in which it operates and by the
Federal Commuy tions Commission
(FCC). In 1996, the Telephone Company
provided 70% of SBC’s operating
revenues and 65% of its net income.
This discussion should be read in con-
junction with the consolidated financial
statements and the accompanying notes.

ges from the prior ye:

1994
s
$ 9010
$ 1549

$ 1648

and produdts at the Telephone Company
Systerns, and an afler-tax gain of
ated with the merger of SBC's
United Kingdom cable television operal
i West PLC. West). These fac
tors were partially offset by an after-tax
charge of $88 recorded in connection with
SBC's strategic functional realignment.
ftems affecting the comparison of the
operating results between 1996 and 1995,
and between 1995 and 1994, are discussed
in the following sections.

Operatiag kesome
(dotars m bikons)
Operuting income
Aas grown by more
than half since 1992




residential message volumes and the impact
of optional calling plans and extended area
service plans.

Divectery Advertising re\venues
decreased in 1996 as increased yellow
pages revenues from Southwestern Bell
Yellow Pages, Inc. were more than offset by
the decrease resulting from the January

GTE Corporatio

Directories. Excluding the impact of this
sale, revenues increased 6.7% in 1996,
Revenues in 1995 were relatively

Operating Expenses Tolal operating ey,
$623, or 6.9%, in 1995. Components of total Gp
changes from the prior year, are as follows:

Cost of services and products
Selling. general and agministrative
Depreciation and amortization

Cost of Sorvices and Products
increased in 1996 due to increases at the
Telephone Company for network expansion
and maintenance, employee compensation
and demand-related increases, primarily
increases in switching system software
license fees. Other increases in 1996 related
principally to growth at Mobile
Similarly, in 1995, expenses increased
primarily due to increases at the Telephone

“ompany for network expansion and ma
tenance, employee compensation, and
demand-related increases for enhanced
services. These increases were mostly offset
by decreased switching system software
license fees at the Telephone Company,
decreased equipment costs at Mobile
Systems and the absence of expenses asso-
clated with SBC's United Kingdom cable
television operations (discussed in Other
Business Matters).

Qonarsl and Agminlotrative
expenses increased in 1996 and 1995
primarily due 1o growth-related increases
at Mobile Systems and the Telephone
Company including increases in operating

Systems.

unchanged from 1994, reflecting the impact
of increased competition.
Other operaling revenues in 19

and 1995 reflect the increased demand
for the Telephon
regulated services and products, ing
Caller 1D equipment, computer network
services, contract programming and
videoconferencing services. The increase
in 1995 was offset by the decrease in

0l sales revenues at Mobile

g primarily from declining

equipment prices.

1 $709, or 7.4%. in 1996 and
s, including percentage

NSES INCTe
aling epen

Percent Change
WMen 195w
1994

taxes, which
Infrastructure Fund assessments, contract-
ed services, employee compensation, adver-
tis and uncollectibles. The increase in
1995 was also attributable to the $139
charge for costs associated with the strate-
gic realignment discussed in Other
Business Matters.
and Armeriisation

increased in 1996 and 1995 due primarily to
growth in plant levels and changes in plant
composition, primarily at Mobile Systems
and the Telephone Company. The increase
in 1995 also reflects the effect of regulatory
depreciation represcription at the
Telephone Company.

Interest Expense decreased $45, or
8.5%, in 1996 due 1o lower interest rales
on short-term debt, lower long-term debt
levels, and capitalization of interest during
construction required by the discontinuance
of regulatory accounting in the third quar.
ter of 1995, Under regulatory accounting,
the Telephone Compans accounted for a
capitalization of both interest
costs during periods of co

o Rmmcon
(cotars n baom)

Locul service revenue
growth represents nearly
three fourths of the
increase i operating
revenues since 1992




The productivity offset is a fixed percentage
used 10 reduce price caps and is designed to
encourage increased productivity.

Under the original FCC plan adopted in
1991, the Telephone Company applied a
productivity offset of 3.3%, w th sharing at
various rates of return on investment. The
FCC adopted revised price cap rules effec-
tive August 1, 1995. The new rules allowed
a choice of three new productivity offsets,
two of which provide for a sharing of profits
with consumers above certain earnings
levels. The Telephone Company elected a
5.3% productivity offset with no sharing.

The revised FCC price cap plan was
intended 1o be an interim plan that would
be revised in 1096. However, with the pas-
sage of the Telecommunications Act of 1996
(the Telecom Act), the FCC is conducting
further proceedings to address various pric-
ing and productivity issues, and is perform-
ing a broader review of price cap regulation
in a competitive environment. Additionally
the FCC will also examine unive: sal service

d access charge rules during 1997. The
Telecom Act and FCC actions taken to
implement provisions of the Telecom Act
are discussed further under the heading
“Competition.”

Following is a summary of significant
state regulatory developments.

Yexse The Public Utility Regulatory Act,
which became effective in May 1995
(PURA), allows the
Telephone Company and
other Local
Exchange Carriers
(LECs) to elect to
move from rate of
return regulation to price
regulation with elimination
of earnings sharing. In September
1995, the Telephone Company notified the
Texas Public Utility Commission (TPUC)
that it elected incentive regulation under
the new law. Basic local service rates are
capped at existing levels for four years fol-
lowing the election. The TPUC is prohibited
from reducing switched access rates
charged by LECs to interexchange carriers
for the four-year election period.

L electing price regulation must
commit to network and infrastructure
improvement goals, including expansion of
digital switching and advanced high-speed
services to qualifying public institutions,
such as schools, libraries and hospitals,
requesting the services. PURA also estab-
lished an infrastructure grant fund for use
by public institutions in upgrading their
communications and computer technology.
PURA provided for a total fund assessment
of $150 annually on all telecommunications
providers in Texas for a ten-year period,
half of which would be paid by the cellular
and wireless industry. The provisions
establishing different assessment rates for
landline and cellular and wireless service
providers were ruled unconstitutional
under the Texas constitution in January
1996, and the lower rate was ordered 1o be
applied 10 both categories of service
providers, resulting in less than a $150
annual assessment. Based on this order,
SBC's total annual payment is estimated o
be approximately $35 to $45. The 1097
Texas legislative session is considering this
issue with the goal of restoring the assess-
ment to its original $150 annual amount.
As a result, SBC's annual payment
could increase.

PURA establishes local exchange com-
petition by allowing other companies who
desire to provide local exchange services to
apply for certification by the TPUC, subject
10 certain build-out requirements, resale
restrictions and minimum service require-
ments. PURA provides that the Telephone
Company will remain the default carrier

plus” intral ATA toll traffic until all
are allowed to carry interLATA
long-distance.

In 1996, MCI Communications
Corporation (MCI) and AT&T Corp. (AT&T)
sued the state of Texas, alleging that PURA
violates the Texas state constitution, claim-
ing PURA establishes anticompetitive barri-
ers designed to prevent MCI, AT&T and
Sprint Corporation (Sprint) from providing
local services within Texas. SBC is unable
to predict the outcome of this proceeding.

V{"
 ofred discounts with a reil value of $260
 far ceviain Telephone Company services.




state area and over its wireless network both
Before
interl ATA
within the
Company’s five-state region, SBC
must apply for and
approval from the FCC. Th
which involves consultatic
States Department of Justice, requires fa:
able determinations that the Telephone
Company has entered inlo interconnedtion
agreement(s) that satisfy a 14-point “cu
itive checklist™ with predominantly facili
based carrier(s) that serve residential and
business customers or. alternatively. that the
Telephone Company has a statement of
terms and conditions effective in that state
under which it offers the “competitive check
list™ s. The FCC must also make favor-
able public interest and structural separation
determinations. The Telecom At directed
the FCC to establish rules and regulations to
implement the Telecom Act, and to preempt
specific state law provisions unde - certain
circumstances. The Telecom Act also allows
RHCs 1 provide cable services over their
own networks, but sets limits on RHCs
ests in cable television opera-
telephone service arvas.

In April 1996, the United States District
Court for the District of Columbia issued its
Opinion and Order terminating the MEJ and
dismissing all pending motions related 1o U
MEJ as moot. This ruling effectively ended
13 years of RHC regulation under the MFJ

In August 1996, the FCC issued rules by
which competitors could connect with
LECs’ networks, including those of the
Telephone Company. Among other things,
the rules addressed unbundling of network
elements, pricing for interconnection and
unbundied elements (Pricing Provisions),
and resale of network services. The FCC
rules were appealed by numerous parties,
including SBC, other LECs, various state
regulatory commissions and the National
Association of Regulatory Ltility
Commissioners.

On October 15, 1996. the United States
Court of Appeals for the Eighth Circuit
(Eighth Circuit) issued an order 1o stay the

FCC's Pricing Provisions and its rules per-
mitting new entrants o “pick and choose’
among the terms and conditions of
approved interconnection

stay provides it will remain in effect
while the Eighth Circuit considers the
validity of the rules. Other provisions of
rules adopted by the FCC to implement the
Telecom Act remain in effect

The efects of the FCC rules are depen-
dent on many factors including, but not lim-
ited 10: the ultimate resolution of the pend-
ing appeals: the number and nature of com-
petitors requesting interconnection,
unbundling or resale: and the results of the
state regulators commissions’ review and
handling of related matters within their
jurisdictions. Accordingly, SBC is not able to
assess the impact of the FCC rules.

Recently enacted and pending state laws
and regulations also allow increased com-
petition for local exchange services.
Companies wishing to provide competitive
local service have filed numerous applica-
tions with state commissions throughout
the Telephone Com ‘s five-state area,
and the commissions of each state have
begun approsing these applications. Under
the Telecom Act, companies seeking to
interconnect to the Telephone Company’s
network and exchange local calls must

nler into interconnection agreements with
the Telephone Company, which are then
subject to approval by the appropriate state
commission. Numerous interconnection
agreements have been entered into and
approved in the Telephone Company'’s
five-stale arca. Several companies who
have failed 10 agree on all interconnection
terms have filed for arbitration before the
slal IMIMIssions.

In October 1996, the TPUC announced
its ruling in a consolidated arbitration hear-
ing between the Telephone Company and
ATET, MCL MFS Commaunications

“ompany, Inc. (MFS), Teleport
ommunications Group, and American

approved interim interconnecti
be charged by the Telephone €

af the increase
in access lines
since 1992.
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telecommunications services. As a result of
recent and prospective mergers and acqui-
sitions within the industry, SBC may face
competition from entities offering both
cable TV and telephone services in the
Telephone Company's operating territory.
Interexchange carriers have been certified
to provide local service, and a number of
other major carriers have publicly
announced their intent to provide local ser-
vice in certain markets, some of which are

in the Telephone Company’'s five-state area.

SBC is aggressively representing its
interests regarding competition before
federal and state regulatory bodies, courts,
Congress and state legislatures. SBC will
continue (o evaluate the increasingly com-
petitive nature of its business to develop
appropriate competitive, legislative and
regulatory responses.

International Telmex was granted a
concession in 1990 which expired in August
1996, as the sole provider of long-distance
services in Mexico. In 1995, the ‘exican
Senate and Chamber of Deputies passed
legislation encompassing a series of rules
for the introduction of competition into the
Mexican long-distance market previously
issued by the Mexican Secretary of
Communication and Transportation. Those

rules specified that there
would be an unlimited
number of long-
distance conces-
sions and that
Telmex was
required to provide
60 interconnection points by January 1,
1097, and more than 200 interconnection
points by the year 2000. Several large com-
petitors have announced their intention to
compete with Telmex and have filed for
licenses, including a joint venture between
AT&T and Alfa, a Mexican consortium, and
antel, S.A., a joint venture between MCI
and Grupo Financiero Banamex-Accival,
Mexico's largest financial group. Balloting
for presubscription of long-distance service
has begun among Telmex’s customers in
selected areas.

Other Business Matters

Morger Agreement On April 1, 1096,
SBC and Pacific Telesis Group (PAC) jointly
announced a definitive agreement to merge
an SBC subsidiary with PAC, in a transaction
in which each share of PAC common stock
will be exchanged for 0.733 of a share of SBC
common stock, subject to adjustment as
described in the merger agreement based
upon an allocation of the costs, fees and
expenses and other financial effects incurred
or sustained in connection with obtaining
state regulalory approvals. After the merger,
PAC will be a wholly-owned subsidiary of
SBC. The transaction is intended to be
accounted for as a pooling of interests and

10 be a tax-free reorganization. On July 31,
1996, the shareowners of SBC and PAC each
approved the transaction, which had previ-
ously been approved by the board of direc-
tors of each company. On November 5, 1996,
the United States Department of Justice
announced it would not initiate action on
the merger under the Hart-Scott-Rodino
antitrust law. The Public Service Com-
mission of Nevada approved the merger on
December 31, 1996. The FCC approved the
transfer of licenses from PAC to SBC on
January 31, 1997. The merger agreement is
subject to certain other regulatory approvals,
including approval by the California Public
Utilities Commission, which has established
a schedule for review of the transaction with
approval expected before the end of the first
quarter of 1997. If approvals are granted, the
transaction is expected to close in the first
half of 1997 (see Note 5 to the financial state-
ments for more information).

Acquisitions and Dispesitions SB(
made several acquisitions and dispositions
in 1996, 1995 and 1094.

SBC's acquisitions of two cable television
systems located in Montgomery County,
A land, and Arlington County, Virginia,
the domestic wireless business of Associated
Communi ns Cofporation, adjacent
properties in New York state and an indirect




In 1997 agemen
capital spending to increase from 1996,

10 between $3.300 and $3.500. Capital
expenditures in 1997 will relate primarily
1o the continued evolution of the Telephone
Company’s network, including amounts
agreed o under regulatl’ n plans, and con-
tinued build out of Mobile Systems’
markets. SBC expects to fund ongoing
capital expenditures with cash provided

by operations.

The Telephone Company continues to
make additio network and infrastructure
improvements over periods ranging
through 2001 1o satisfy regulatory commit.

ents. Total capital expenditures under
these commitments can vary based on actu-
al demand of potential end users. The
Telephone Company anticipates spending
approximately $150 to $200 in 1997 associ
ated with these commitments.

Over the next few years, SBC is expecting
to incur significant software expenditures for
interconnection and customer number
portability. The extent and timing of these
expenditures will vary depending on the
timing and nature of regulatory actions and
corresponding or compensating network
improvements.

Declared Dividends declared
by SBC totaled $1.042 ($1.72 per share) in
1996, $1,004 ($1.65 per share) in 1995 and
$954 ($1.38 per share) in 1994,
Management’s dividend policy considers
both the expectations and requirements of
shareowners, internal requirements of SBC
and long-term growth opportunities.

Cash, Lines of Crodit and Cash Flows

had $242 of cash and cash equivalents

available at December 31, 1996.
Commercial paper borrowings as of
December 31, 1996, totaled $1.318. SBC has
entered inlo agreements with several banks
for lines of credit totaling $750, all of which
may be used to support commercial paper
borrowings. SBC had no borrowings out-
standing under these lines of credit as of
December 31, 1996.

During 1996, as in 1995 and 1994, SBC's
primary source of funds continued to be
cash generated from operations, as shown

in the Consol ed Statements of Cash
Flows. In 1996, 1995 and 1994, cash provid
ed by operating activities was re d by
the contribution of $37. $151 and $134 10

collectively bargained Voluntary

ployee Beneficiary Association trusts
for the future payment of postretirement
benefits. Net cash provided by operating
activities exceeded SBC's construction and
capital expenditures during 1996, as in
1995 and 1994: this excess is referred to as
free cash Mow, a supplemental measure of
liquidity. SBC generated free cash flow of
$1.797. $1,685 and $1.618 in 1996. 1995
and 1994

During 1995, the Telephone Company
refinanced long-term debt with an aggre-
gate principal amount of $430. Since June
1991, the Telephone Company has
refinanced $3.632 in long-term debt

Total Capital SBC's lotal capital consists
of debt (long-term debt and debt maturing
within one year) and shareowners’ equity.
Total capital increased $434 in 1996 and
decreased $2.265 in 1995. The increase in
1996 was due to the reinvestment of cam
ings, partially olfset by the acquisition of
treasury shares. The decrease in 1995 was
due 1o the effects of the discontinuance of
regulatory accounting. Absent this extraor-
dinary charge, total capilal increased by
$554 in 1995 due primarily to the esl-
ment of eamings, partially offset by foreign
currency translation adjustments resulting
from the decline in the value of the
Mexican pe:

Debt Ratle SBC's debt ratio (long-term
debt and debt maturing within one year, as
a percentage of total capital) was 51.4%,
54.0% and 47.4% at December 31, 1996,
1995 and 1994. The debt ratio is affected
by the same factors that affect total capital.
For 1995, the decrease in equity caused by
the discontinuance of regulatory
accounting increased the debl ratio by
9.2 percentage points.

Share See Note 11 10 the
financial statements.

Plans See
Note 9 to the financial statements.
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Consolidated Balance Sheets

Cash and cash equivalents
Short-term cash investments and other current assets

Accounts receivable - net of allowances for uncollectibles of $148 and $134
Material and supplies

Prepaid expenses

Deferred charges

Total current assets
Property, Plant and Equipment - Net
Intangible Assets - Net of Accumulated Amortization of $607 and $348

Imestments in Equity AMilates

Debt maturing within one year
Accounts payable and accrued liahilities
Dividends payable

Deferred income taxes
Postemployment benefit obligation
Unamortized investment tax credits
Other noncurrent liabilities

Total deferred credits and other noncurrent liabilities

Sharoownors’ Eeulty

Preferred shares ($1 par value, 10,000,000 authorized: none issued)

Common shares ($1 par value, 2,200,000,000 authorized:
issued 620,485,301 at December 51, 1996 and 1995)

Capital in excess of par value

Retained eamnings

Guaranteed obligations of employee stock ownership plans

Foreign currency translation adjustment

Treasury shares (20,616,939 at December 31, 1096 and 11,122,961 at
December 31, 1995,

‘The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Statements of Shareowners' Equity

Doy » mRoms excast e shY amourts

Balance, Decomber 31, 1983
Net income for the year
($2.74 per share)
Dividends to shareowners
($1.58 per share)
Reduction of debt associated with
Employee Stock Ownership Plans
Foreign currency transl
adjustment, net of income tax
benefit of $197
Issuance of common shares:
Dividend Reinvestment Plan
Other issuances
Purchase of treasury shares
Issuance of treasury shares
Other

Decomber 31, 1994
Net income (loss) for the year
($(1.53) per share)
Dividends 1o shareowners
($1.65 per share)
Reduction of deht associated with
Employee Stock Ownership Plans
Foreign currency translation
adjustment, net of income Lax
benefit of $116
Purchase of treasury shares
Issuance of treasury shares:
Dividend Reinvestment Plan
Other issuances
Other

Salance, Decomber 31, 1995

Net income for the year
($5.46 per share)

Dividends to shareowners
($1.72 per share)

Reduction of debt associated with
Employee Stock Ownership Plans

Foreign currency translation
adjustment, net of income tax
benefit of $28

Purchase of treasury shares

Issuance of treasury shares:
Dividend Reinvestment Plan
Other issuances

Other

Balsnce, Docomber I

The accompanying notes are an ntegral part of the consobdated firancial statements
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2. Discontinuance of Regulatory Accounting

In September 1995, the Telephone Company discon-
tinued its application of Statement of Financial
Accourting Standards No. 71, “Accounting for the Effects
of Certain Types of Regulation™ (FAS 71). FAS 71 requires
depreciation of telephone plant using lives set by regula-
tors which are pnmll\ lo..ger than those established by

and liabilities). As a result of the adoption of price-based
regulation for most of the Telephone Company’s revenues
and the acceleration of competition in the telecommuni-
cations market, management determined that the
Telephone Company no longer met the criteria for appli-
cation of FA!

Upon \hsmnunuumv of FAS 71, the Telephone
Company recorded a non-cash, extraordinary charge to
net income of $2,819 (after a net deferred tax benefit of
$1,764). This charge is comprised of an after-tax charge
of $2,897 to reduce the net carrying value of telephone
plant, partially offset by an after-tax benefit of $78 for the
elimination of net regulatory liabilities. The components
of the charge are as follov
ST LT 2o L | VRPN LS AR

Increase telephone plant accumolated Gepreciaion  $4.657 82097
unamortized ()] (25

(88)

»

$4.583 2819

The increase in accumulated depreciation of $4,657
reflects the effects of adopting depreciable lives for many
of the Telephone Company’s plant categories which more
closely reflect the economic and technological lives of the
plant. The adjustment was supported by a discounted
cash flow analysis which estimated amounts of telephone
plant that may not be recoverable from future discounted
cash flows. This analysis included consideration of the
effects of anticipated competition and technological
changes on plant lives and revenues. The adjustment also
included elimination of accumulated depreciation defi-
ciencies recognized by regulators and amortized as part
of depreciation expense.

Following is a comparison of new lives to those pre-
urlbq-d by regulators for selected plant calegories:

The increase in accumulated depreciation also
includes an adjustment of approximately $450 to fully
depreciate analog switching equipment scheduled for
replacement. Remaining analog switching equipment
is being depreciated using an average remaining life of
four years.

Investment tax credits have historically been deferred
and amortized over the estimated lives of the related
plant. The adjustment to unamortized investment tax
credits reflects the shortening of those plant lives dis-
cussed above. Regulatory assets and liabilities are related
primarily to accounting policies used by regulators in the
ratemaking process which are different from those used
by non-regulated companies, predominantly ia the
accounting for income taxes and deferred compensated
absences. These items are required 10 be eliminated with
the discontinuance of accounting under FAS 71.

Additionally, it September 1995, the Telephone
Company began accounting for interest on funds borrowed
1o finance construction as an increase in property, plant and
equipment and a reduction of interest expense. Under the
provisions of FAS 71, the Telephone Company accounted for
a capitalization of both interest and equity costs allowed by
regulators during periods of construction as other income
and as an addition to the cost of plant constructed.
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S. Equity Investments
Investments in affiliates accounted for under the

equity method consist principally of SBC's investment

in Teléfonos de México, S.A. de (Telmex), Mexico's

national telecommunications company. SBC is a member

of a consortium that holds #ll of the Class AA shares of

Telmex stock, representing voting control of the company.

The consortium is controlled by a group of Mex

investors led by an affiliate of Grupo Carso, S.A. de C.V.

SBC also owns Class L. shares which have li d voling

rights. In January 1997, SBC sold a portion of its Class L.

shares so that its total equity investment was below 10%

of Telmex's total equity capitalizatic
In December 1994 SBC ma

French cellular operations (see Note 12). Other eq

investments held by SBC include int

and Israeli operations which provide directory,

television and other services, minority ownership of

several domestic wire properties and 1995 investments

equily inves

wireless operations.
The following table is a reconciliation of SBC’s invest-
ments in equity afliliates:

(560
127

$1.748

primarily reflect the effec
resulting from the decline in the value of the Mexican

peso relative to the L llar during those »¢

Beginning in 1997, SBC will use the US. dollar, instead of
the peso, as the functional currency for its investment in
Telmex due to the Mexican economy becoming highly
inflationary.

Other adjustments for 1995 reflect the change to the
cost method of accounting in October 1995 for SBC's
United Ringdom cable television operations (see Note 12)
and the reclassification of a credit deferred in 1994 pend-
ing completion of the French cellular investment in 1995,
Other adjustments for 1994 reflect the change 1o the equ
ty method of accounting for SBC's previously consolidated
United Kingdom cable television operations.

Undistributed earnings from equity afiliates were
$837 and $663 at December 31, 1996 and 1995

Total Telephone Company debentures.
Telephone Company notes
504%-767% 19972010
Unamortized discount
Total Telephone Company notes
Other notes
570%698%  1996-2007
700%-881% 1996-2020

Tota ong-term debt, mcluding current maturties
Current MEVM

Totaf long-term debt
1) See Note

During 1995, SBC refinanced long-term debentures of
the Telephone Company. Costs of $18 associated with
refinancing are included in other income (expense) - net,
with related income tax benefits of $7 included in income
taxes in SBC's Consolidated Statements of Income.

At December 31, 1996, the aggregate principal
amounts of long-term debt scheduled for repayment for
the years 1997 through 2001 were $404, $302, $447, $323
and $270. As of December 51, 1996, SBC was in compli-
ance with all covenants and conditions of instruments

its debt.




A reconciliation of income tax expense and the
amount computed by applying the statutory federal
income tax rate (35%) to income before income taxes
and extraordinary loss is as follows:
T o 1995
Taxes computed at fedecal statutv rate  $1,043  $977
Increases (decreases) in tes

from

Amortization of investment tax credds.
‘over the ie of the plant that gave
nise 10 the credits—1996 and

Benefits

Ponsions Substantially all employees of SBC
covered by noncontributory pension and death benefit
plans. The pension benefit formula used in the determina-
tion of pension cost is based on a flat dollar amount per
year of service according 1o job classification for non-
management employees and a stated percentage of
adjusted career income for management employees.

objective in funding the plans, in combination
with the standards of the Employee Retirement Income
Security Act of 1074 (as amended), is to accumulate funds
sufficient lo meet its benefit obligations to employees
upon their retirement. Contributions to the plans are
made 10 a trust for the benefit of plnn participants. Plan
assets consist primarily of stocks, U.S. government and
domestic corporate bonds and real estate.
et pension cost is composed of the following:
AL __ s

163 $187

e % %
unp @0 149
| 145 @9

3 ﬂ $ 127 $100

The following table sets forth the pension plans’
funded status and the amounts included in SBC's
¥ llll\ilh(lﬂll‘ll Balance Sheets at l)ﬂ"m‘l'l’ 31

Far value of plan assets
Less: Actuarial present value of projected

Significant assumptions used in developing pension
informatio clude:
G e ey 995
Drscount rate for determuning projected
beneft obhgabon 9% 125% 5%
wwm rate of retum on plan assets " 0% 0%
rate of COMpeNsabon InCrease o

The projected benefit obligation is the actuarial
present value of all benefits attributed by the pension
benefit formula to previously rendered employee service.
It is measured based on assumptions conceming future
interest rates and employee compensation levels. Should
actual experience differ from the actuarial assumptions,
the benefit obligation will be affected.

The actuarial estimate of the accumulated benefit
obligation does not include assumplions about future
compensation levels. The accumulated benefit obligation
as of December 31, 1996, was $6,562, of which $5,512 was
vested. At December 31, 1995, these amounts were $6,350
and $5,607.

In December 1996, under the provisions of Section 420
of the Internal Revenue Code, SBC transferred $73 in
pension assets 10 a health care benefit account for the reim-
bursement of retiree health care benefits paid by SBC.

Supplomental Retirement Plans SBC also provides
senior and middle managenient employees with nonqual-
ified, unfunded supplemental retirement and savings
plans. The plans allow employees to defer and invest po
tions of their current compensation for later payment, and
SBC matches a percentage of the compensation deferral
according to thresholds specified in the plans. Expenses
related 1o these plans were $69, $68 and $68 in 1996, 1995
and 1994, Liabilities of $626 and $584 related o these
plans have been included in other noncurrent liabilities in
SBC's Consolidated Balance Sheets at December 31, 1996
and 1995.




SBC shares held by the ESOPs are summarized as
ows at December 3

he issuance of st
options to senior and other managem nployees 1o
purchase up to 69 million shares of SBC common
of which 32 million have been issued. Options issued
through December 31, 1996 carry exervise prices equal
to the market price of the stock at the date of grant and
have maximum terms ranging from five to fen years.
Depending upon the plan, vesting of options occurs one
1o three years from the date of grant.

In 1996 SBC elected to continue measuring compensa-
tion cost for these plans using the intrinsic value based
method of accounting prescribed in the Statement of
Financial Accounting Standards No. Accounting for
Stock Based Compensation™ (FAS 123). Accordingly, no
compensation cost has been recognized for the stock
option plans. Had compensation cost for stock option plans
been recognized using the fair value based method of
accounting at the date of grant for awards in 1996 and 1995
as defined by FAS 123, SBC's net income (loss) would have
been $2,075 and $(939) and net income (loss) per share
would have been $3.42 and $(1.34).

For purposes of these pro forma disclosures, the esti-
mated fair value of the options granted after 1994 is
amortized to expense over the options’ vesting period.
Because most employee options vest over a two to three
year period, these disclosures will not be indicative of
future pro forma amounts until the FAS 123 rules are
applied to all outstanding non-vested awards. The fair
value for these options was estimated at the date of grant,
using a Black-Scholes option pricing model with the
following weighted-average assumptions used for grants
in 1996 and 1995 risk-free interest rate of 6.37% and
6.51%; dividend yield of 5.45% and 3.45%:; expected
volatility factor of 16% and 18%; and expected option life
of 4.5 and 4.6 years.

Information related to options is summarized below:

Weghtsd
Number of  Average Exercise

Outstanding at December 31, 1993
(2.297.538 exercisable) 9,794 665
Granted 5226551
Exersed (386,331)
Forfeited/Expired (498.315)
Outstanding at December 31, 1994
(5.352.273 exercisable) 14136570
8101794
(1.413.276)
(362.691)

20462397

8287849

(816.179)
(A

Information related to options outstanding at
December 51, 1096:

3283091 8500278 15705250
3280699 7166462 1515171

san S48
snn $4112 $4736

56 years 72 years 6.2 years

The weighted-average grani-date fair value of each
option granted during the year was $8.32 for 1996
and $8.45 for 1095,

11. Shareowners' Equity

Share Repurchases From time to time, SBC has repur-
chased shares of common stock for distribution, to offset
shares distributed through its employee benefit plans and
SBC's Dividend Reinvestment Plan, in connection with
certain acquisitions or for general purposes. In January
1997, the Board of Directors of SBC (Board) rescinded all
authorizations 1o repurchase common stock.

Guarantesd Obligations of Empleyse Stock
Ownership Plans SBC's guaranice of the ESOPs’ notes
issued by the savings plans (see Nole 9) is presented as a
reduction 1o shareowners' equity and an increase in long-
term debl. The amount of debt guaranteed decreases as the
notes are repaid.

Shareowners' Rights Plan The Shareowners' Rights
Plan (Plan) becomes operative in certain events involving
the acquisition of 20% or more of SBC's common stock by
any person or group in a transaction not approved by the
Board, or the designation by the Board of a person or
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14. Quarterty Financial information (Unaudited)

Operating
Income

$ 800
845
980

Sl
$ 2101

§ 35 $ 065
on 7875 41625
375) 55125 45500
4 . (1 58500 52125
$12670 $ (153)
(1) Net Loss and Earnings per Common Share refiect an extraordinary loss of $2.819. or $4 63 per share. from discontinuance of regulatory accounting.

(2) Operating Income reflects $139 in seling. general and administrative expenses associated with a sirategic realignment of functions. These expenses include
appronmately 2 400 empioyees arrsing from the Consokdabon Of OPeranons within the five-state area. SreAMANING SUPPOr and
admansirative funcbons and integrating nancal systems
Net income and Earmings per mwmmmwmmummm mmmumdmu
after-tax gan of $111 from the merger of SBC's United Kingdom cable of these bansactions was $12. or $0.02
per share
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Executives of SBC and its Subsidiaries

BBC Somier §xscutives
Edward E. Whitacre Jr.
chaiman of the board
and chief executive officer.

Raovee S, Caldwell 51,
presudent, Sthwesiem
Bell Operations.
James W, Callaway. 5o,
senior vice president
tratege planning.
Cassandra C. Carr, 52,
senlor vier president
human reoanes
William E. Dreyer, 59,
setiior eIV Vicr president
external affairs
James D). Ellis, 5.
Sefior exeru e vier prewdent
and general cnsel
Charles E. Foster, 80,
president, SBC Operations.
James S Rahan, #,
senior viee

epocate deschoprment
Donald E. Kiernan,
senbor vier president, treasarer
and chief financial officer
Linda S. Mills, 47,
senior viee president

Othor Exocutives.

Thomas M. Bamy, 5.
senior vice president federal
relations, SBC Telecormunsoations.

Liam S. Coonan, /.

senior vice president and
assistant general counsel

Patricia Diaz Denis, 50,
setiior vice prident and asidant
rveral coansel.regulation and Lm
Pat F. Parker, 49,

president, SBC Center

for Learning.

Alfred G. Richter Jr., 40,

senion vice president and
assistant general counsel

A. Dale Robertson, 45,

SBC Teieoumumunications.

Charles J. Roessiein. #,

vice president-srategic planning.
Judith M. Saham, 51

Vier prradent and e Trtan

of the Corparation.

Van 1. Taylor, &5,
prosident and chief executive
alficer, Southwestern Bell
Technology Resources and
Southwestern Bell
Communications Services.

S Five-otats Bueinossss

Stephen M. Carter. 41

\ier presidentgroeral manager
(spevial markets), Soathwestem
Bell Telephone.

Lea Ann Champion, X
vice president general manager
(N Lonsis), Southwesiern Bell
Telephone-

David A. Cole, 45

Durward ). Dupre, 53,

Vier presider and awociate
erneral couned federal eviemal
alfairs, Southwesiern Bell
Telephone:

1. CHiY Eason. 49,

pevsiddent and chief evutive
olficer, Souttwestern Bell
Communications

Melanie S. Fannin, 46,
president (Aansas), Southw estern
el Telephone.

James 1. Gallemore, 45,

vier president marketing,
Southwestern Bell
Communications.

R McRae Geschwind, 55,

peesident and chiel evecutive oficer,

Southwestern Bell Yellow Pages.

Michael N, Gilliam, #,

Ve pressdent-grneral manager
(Arkansas), Southwestern Bell
Telephone.

Edward L. Glotzbach, 45,
president and chief executive
officer, SBC Services.

Raren Jennings, 4o,
president (Missour),
Southwestern Bell Telephone.

Ronald M. Jennings, 55,

vicr prrident general manager-
operator services & public
coanmunscations, Southmestem
Fell Telephons.

Michael Raufman. 51,

e presadent-greral manager
(ContralWest Teas),
Southwestern el Telephone.

Rchard G. Lindner.

vier presadent acd chie financial
flcer, Southwester Bell
Trlephon.

David R Lopez. 45,

president (Oklahonma),
Sothwestern Bl Telephone.
Hobert M. Lynch, 46,

view pressent and general cunsel-
extemal aflair. Southwesiern Bell
Telephone:

Mary T. Manning. 4,
presadent and chiel evecutne
officer, Southwesiern Bell Wircless.

Norma Martinez, 40,

Communicatias.

Wayne Masters, i1,

vice president-customer© services,
Southwestern tell Teiephooe.

Tom . Mogan, 50,
e presient rneral manager
(DallavFort Worth), Southwestern
Bell Telephone.
Edward A. Mueller. 49,

and chief executive
officer, Southwestern Bell
Telephone.
. Michael Payne, 46,
vier president, general counsel:
operations and scvrvian,
Southestern Bell Teiephooe.

James B. Shelley, 41,
president (Arkansas).
Southwestern Bell Teiephooe.
1. Michael Turner, 47,

Awe preident general inanager
(Houston/Southeast Texas),
Ssthwesten Bel Teiephoor.
Richard J. Vehige. 31,

viee president.

senvices, Soutiweern Bel
Telephone.

Joe W, Walkoviak, #,
senior viee president-network,
Southwestern Bell

Communications.

Horace Wilkins Jr., 4o,

View prrsident-grneral manager

(South Texas), Southwestern Bell
Teleptwae.

Rayford Wilkins Jr., 5.

vier presdent grieral manager

(Ransas City), Southwestern Bell
Telephone.

Wayne Alexander, 41,
president, SHC International (Chie).

John H. Atterbury L, 48,
president and chief executive
officer, SBC International
Operations.

Richard C. Dietz. 50,
president, SBC1 Mexico, SBC
International

Drew A, Roy. 5o
eveutive viee president and
el operating offcer,
Southmedern Bell Mobsle Sysiema.

Sanley T. Sigman, .
president and chief evecutive officer,
Souttwestern Bell Votale Systems.
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Indicate by check mark whether the registrant (1) has filed all reports required 1o be filed by Section 13 or 15(d) of the
Secunties Exchange Act of 1934 duning the preceding 12 months (or for such shoner period that the repistrant was
required 10 file such reports), and (2) has been subject 10 such filing requirements for the past 90 days.

Yes X _No

hhMmlmamﬁmmbhmde&snu—ﬂh
and will ot be contained., 10 the best of registrant jproxy or
hmmmmdmmluuqmuumm& (X)

Based on composite closing sales price on February 28, 1997, the aggregate market value of all voung stock heid by non-
affiliates was $34,397,200,000

As of February 28, 1997, 598,842,533 sharcs of Common Stock were outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of SBC Communications Inc.'s Annual Report 1o Shareowners for the fiscal year ended December 31,
1996 (Pans I and ).

Portions of S Commumications Inc. s Notice of 1997 Annual Meeting and Proxy Statement dated
March 11, 1997 (Pans [Il and IV)
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ITEM 1. BUSINESS
GENERAL

SBC Communications Inc. (SBC) is a holding company whose subsidiaries and affiliates operate
predominantly in the communications services industry. SBC's subsidiarics and affiliates provide
landline and wircless ielecommunications services and equipment, directory advertising, publishing and
cable television services. Southwestern Bell Telephone Company (Telepbone Company) is SBC's largest
subsidiary, providing telecommunications services in Texas, Missouri, Oklahoma, Kansas and Arkansas
(five-state area). SBC has its principal executive offices at 175 E. Houston, San Antonso, Texas
78205-2233 (telephone number 210-821-4105).

On Apnil 1, 1996, SBC and Pacific Telesis Group (PAC) jointly announced a definitive agreement to merge
an SBC subsidiary with PAC, in a transaction in which cach share of PAC common stock wall be
exchanged for 0.733 of a share of SBC common stock (equivalent to approximately 314 mullion shares),
subject to adjustment as described in the merger agreement based upon an allocation of the costs, fecs and
expenses and other financial effects incurred or sustamned in connection with obtaining state regulatory
approvals. Afier the merger, PAC will be a wholly-owned subsidiary of SBC. The transaction is intended
10 be accounted for as a pooling of interests and to be a tax-frec reorganization. Certan pro-forma
financial information concerning the merger is set forth in Note 3 1o the financial statements of the 1996
SBC Annual Report 10 Sharcowners. On July 31, 1996, the sharcowners of SBC and PAC cach approved
the transaction, which had previously been approved by the board of directors of each company. On
November 35, 1996, the United States Department of Justice announced it would not initiate action on the
merger under the Hart-Scott-Rodino antitrust law. The Public Service Commussion of Nevada approved
the merger on December 31, 1996. The FCC approved the transfer of hicenses from PAC 1o SBC on
January 31, 1997. The merger agreement 1s subject to certain other regulatory approvals,

approval by the California Public Utilities Commussion (CPUC). On February 21, 1997, an
Admimstrative Law Judge recommendation was issued which proposcd approval of the mesger subject to
certain conditions. Among these conditions was a recommendation that $590 mullion be refunded 1o
California ratepayers over the next five years, with the annual payments being increased by 10% cach year.
SBC belicves the recommendations are excessive and inappropriate, and msends to ask the CPUC to
chminate or substantially modify the refunds and other conditions. The CPUC is expected 10 issuc an order
on the transaction by the end of the first quarter. Subject 10 allocation of the regulatory approval costs, as
discussed above, and receipt of remaining regulatory approvals, the transaction is expected 10 close in the
first haif of 1997.

SBC was incorporated under the laws of the State of Delaware in 1983 by AT&T Corp. (AT&T) as
one of seven regional holding companics (RHCs) formed to hold AT&Ts local telephone companies.
AT&T divested SBC by means of a spin-off of stock 10 its sharcowners on Januasy 1, 1984 (divestiture).
The divestiture was made pursuant to a consent decree, referred 1o as the Modification of Final Judgment
(MFJ), issued by the United States District Court for the District of Columbia (District Court).

FEDERAL LEGISLATION AND THE MFJ

On February 8, 1996, the Federal Government enacted the Telecommunicanoas Act of 1996 (the Telecom
Act), a major, wide-ranging amendment to the Communications Act of 1934

By 1ts specific terms, the Telecom Act supersedes the jurisdiction of the District Court with regard to
acuvities occurnng afier the date of cnactment. The Federal Communications Commission (FCC) is given
authonity for all post-cnactment conduct, with the Distnict Court retaining junsdiction of pre-cnactment
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Telecommunications

Telecommunicanons services include local, long-distance and network access services. Local services

3 involve the transport of landline and wireless telecommunications traffic between telephones and other

o4 customer premuses cquipment (CPE) located within the same local service calling area. Local services

1 include: basic local exchange service, certain extended area service, dedicated private line services for

1 voice and special se. 7ces, directory assistance and vanous vertical services, including custom calling
services, call control options and Caller ID services. Until the passage of the Telecom Act, SBC's long-
distance services involved the transport of telecommunications traffic between local calling arcas within the
same LATA (intralL ATA), except for certain wireless service areas which cover more than one LATA, for
which SBC had obtained MFJ waivers. In addition to these services, in 1996 SBC provided both
interLATA and intral ATA long-distance services over its wireless networks, as well as landline

interL ATA long-distance services in selected arcas outside the five-state arca. Long-distance services also
include other services such as Wide Area Telecommunications Service (WATS or 800 services) and other
special services. Network access services connect a subscriber’s telephone or other equipment 1o the
transmussior facilities of other camners whuch provide long-distance (principally interLATA) and other
communications services. Network access services are cither switched, which use a switched
communications path between the camner and the customer. or special. which use a direct nonswitched
path

During the latier half of 1996 and over the course of 1997, the Telephone Company has and will be
offenng certain services on a “wholesale™ basis to competitors, as well as providing clements of the
Telephone Company's network on an “unbundled” basis for local competiion.  These services are being

offered as specified by the Telecom Act and state actions and agreements. That legislation and the
regulations promulgated by state and federal agencies to implement it wall result in SBC facing increased
competition in significant portions of its business. Such increased competition is a prerequisite to SBC's
permitied entry mnto the long-distance business and markets from which it is currently excluded. The
precise impact 1o SBC's business in 1997 from local exchange competition 1s impossible to quantify due to
the fact state and federal regulations governing such competition are not yet finalized.

The Telephone Company is SBC's largest subsidiary, providing approximately 70% of SBC's operating
revenues in 1996, The Telephone Company provides its services over approximately 9.8 mullion residential
and 4.9 mullion business access lines in the five-state area. Duning 1996, nearly two-thirds of the
Telephone Company s access line growth occurred in Texas.

Duning 1996, the Telephone Company continued to expand its offering of vertical services throughout its
five-state area. Some of these services include Caller ID, a feature which displays the telephone number
of the person calling and the caller’s name in certain markets; Call Retumn, a feature that redials the
number of the last incoming call, and Call Blocker, a feature which allows customers to automatically
reject calls from a designated list of telephone numbers

The FCC has certain rules that impact the manner in which the Telephone Company may offer network
services for enhanced service providers. Enhanced services are certain services other than basic
transmussion services. Under these rules, the Telephone Company is pernutied to offer enhanced services
cither on its own or yointly with its affiliates, subject 1o nonstructural safeguards designed to permt the
Telephone Company’s competitors 1o acquire needed network services on a comparably efficient,

non-discnmunatory basts and to reduce the risk of cross-subsidization These safeguards include accounting
and reporting procedures and Open Network Architecture (ONA) requirements, which represent the
Telephone Company’s plan to provide equal access to its network to all enhanced service providers
Enhanced services are dercgulated at the federal level, and none of the state commissions to which the
Telephone Company 1s subject has asserted junsdiction over intrastate enhanced services. The nonstructural
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In March 1995, SBC acquired United States Cellular Corporation’s wircless system that operates in the
Watertown, New York area. In December 1995, SBC obtained a controlling interest in a wircless property
serving the Laredo, Texas, arca, as a part of a joint venture with PriCellular Corporation. SBC contnibuted
two wircless propertics serving Central [llinois, known as RSAs 4 and 6, 10 the joint venture. Combined
with SBC’s other markets, this joint venture permuts SBC to now serve the entire South Texas region.

In 1993, u:FCC;bpmdmord:rauoanngndmspmmmudwumhd:vdmmloﬂmmfm
new personal communications services (PCS). PCS utilizes wireless telecommunications digital v
at a higher frequency radio spectrum than cellular Like cellular, it is designed 10 permit access 0 a vanety
of communications services regardless of subscniber location. In an FCC auction, which concluded in
March 1995, PCS licenses werc awarded in 51 major markets. SBC acquired PCS licenscs in the major
trading arcas of Memphis, Tenncssec, Lintle Rock, Arkansas; and Tulsa, Oklahoma. SBC is currently in the
build-out phase of PCS in Tulsa, Oklahoma. During 1996, SBC received several AT&T cellular networks
in Arkansas in exchange for SBC's PCS licenses in Memphis, Tennessee and Little Rock, Arkansas and
other considerations.

In an FCC auction concluded in January 1997, SBC acquired 8 additional PCS licenses for Basic Trading
Areas (BTAs) that arc within its five-state arca (includes Springfield, Missouni; McAlester, Oklahoma:
Joplin, Missoun, Pittsburgh, Kansas. Temple-Killeen, Texas. Waco, Texas: Tyler, Texas and Longview-
Marshall, Texas). SBC plans to build out the new BTASs as part of its strategy to be a full service
telecommunications provider. Once the BTAs are completed (expected completion 1999), SBC will be able
1o offer wireless services to approximately 85% of its landlinc local service customers.

International

A consortium consisting of SBC International, together with a subsidiary of France Telecom and a group
of Mexican investors led by Grupo Carso, S.A. de C.V (Grupo Carso), has voting control of Teléfonos de

Mexico. S A de C V. (Telmex), Mexico's national ielecommunications company, through its ownership of
all of Telmex's Class AA shares. The Mexican investors have voting control of the consortum. Duning
1996. Grupo Carso transferred its Telmex interest to a spin-off company named Carso Global Telecom,

S A deC.V. This transaction will have no effect on SBC Intcrnational’s Teimex holdings. SBC
International also owns Class L shares which have limited votng nghts. In 1996, Telmex made significant
purchases under a share repurchase program. In January 1997, SBC International sold a portion of its
Class L shares to Telmex so that SBC's total equity investment (including both AA sharcs and L shares)
was slightly below 10% of Telmex’s total equity capitalization. Telmex provides complete landline and
wireless telecommunications services within Mexico. At the end of 1996, Telmex had 8.8 mullion access
lines in service and provided cellular service to approximately 657,000 subscribers. In June 1995, Telmex
acquired a 49% stake of Grupo Telewisa's cable television subsidiary, Cablevision.

In October 1994, SBC International formed a strategic alliance with Compagnic Génerale des Eaux (CGE),
a French diversified public company. Through this alliance, SBC International acquired an indirect 10%
ownership of Société Francaise du Radiotclephone S.A. (SFR), a naticawade cellular company in France,
:mdmnn-mwmpmmmmmmmmmmdubyCGEdeGEM
an effective 10% interest in SBC's wircless operations in Washington, D.C.- Balumore, and surrounding
rural markets. SBC and CGE both made contributions to the alliance. SBC's effective contribution was
$375.9 million. Duning 1996, in responsc to the 1996 exercise of an option by another company to purchasc
additional SFR shares, SBC International exercised an option to maintain its 10% indirect ownership
interest in SFR_ At the end of 1996, SFR provided cellular service to approximately 928,000 subscribers




Virginia. At the end of 1996, these systems passed 426,000 homes and served 268,000 customers. In
August 1996, Media Ventures contributed Cable TV Moatgomery and Cable TV Arlington to SBC Media
Ventures, LP (Partnership), a recently formed partership between Media Ventures and affiliates of Prime
Cable (Prime). Media Ventures is general partner and retains an approximate 95% ownership interest in the
Parmership. Prime contributed $20 million to the Parmership and now manages the cable systems on bebalf
of the Partnership

In December 1995, SBC began offering video services over a fiber-to-the-curb network passing 1,800
homes in a consumer mial in Richardson. Texas. In January 1997, SBC announced it plans to build a
testbed network to approximately 31,000 homes in Richardson by 1998 and use that network to offer video
and communications services citywide.

During 1995, SBC became an equal parter in a veature, with Ameritech Corporation, BellSouth Corporation,
GTE, and The Walt Disncy Company, to design. market and deliver video programming and interactive
services. In 1996, Southern New England Telephone Company became a minonity partner in this venture.

GOVERNMENT REGULATION

In the five-statc area, the Telephone Company 1s subject to regulation by state commissions which have the
power 10 regulate, in varying degrees, intrastate rates and services, including local, long-distance and network
access (both intraLATA and interL ATA access within the state) services. The Telephone Company is also
subject 1o the jurisdiction of the FCC with respect to foreign and interstate rates and services, including
interstate access charges. Access charges are designed 1o compensate the Telepbone Company for the use of
its facilines for the ongination or termination of long-distance and other communications by other carmiers.
There are currently no access charges for access 10 the Internet.

Additonal information relating to federal and state regulation of the Telephone Company is contamned in
SBC’s Annual Report to Sharcowners for 1996 under the heading “Regulatory Environment™ on page 12,
and is incorporated herein by reference pursuant to General Instruction G(2)

SBC’s cable systems are subject 1o federal and local regulation, including regulation by the FCC and local
franchising authontics, conceming rates, service and Programming access

IMPORTANCE, DURATION AND EFFECT OF LICENSES

The FCC authonzes the licensing of only two cellular carmers in cach geographic market. These cellular
licenses have a standard duration of ten years and are renewable upon application and a showing of
compliance with FCC usc and conduct standards Rmﬂhmnuumwh&n Indiana;
Worcester, Massachusens; Buffalo, New York, Syracuse, New York; Rochester, NnYukndCotpu

awarded in November 1996 Rmﬂmlnmuﬂkﬁunmmqmmsw
1997 Abilene, Texas; Brownsville-Harlingen, Texas; Champaign-Urbana-Rantoul, lllinots; Decatur,
Illinots; McAllen-Edinburgh-Mission, Texas; Midland, Texas; Odessa, Texas; Springficld. llinots and
Fayeneville-Springdale, Arkansas.

Under the auction process of an FCC order outlining the development of PCS, licenses with durations of
ten years were awarded in 51 major markets. The license acquired by SBC for Tulsa, Oklahoma expires in
Junc 2005 and is renewable upon application and a showing of compliance with FCC use and conduct
standards




RESEARCH AND DEVELOPMENT

‘The majonty of company-sponsorcd basic and applied rescarch is conducted at Bell Communications
Research, Inc. (Belicore) The Telephone Company owns a one-seventh interest in Bellcore along with the
other six RHCs  In November 1996, SBC and the other RHCslmmmmddacuagean:nuosllth
interests in Bellcore to Science of the
transaction arc pending, and if they are received it lsnpocmdloclosemlzlc 1997. The RHCs will retain the
portion of Bellcore that d the Federal G for national
secunty and emerg.ncy preparedness

Basic and applied rescarch is also at Bell Tech Inc. (TRI), a
subsidiary of SBC. TRI provides technology planning and evaluation services to SBC and its subsidianes.

EMPLOYEES

As of December 31, 1996, SBC and its subsidianies employed 61,540 persons. Approximately 67% of the
! are by the Ce Workers of Amenica (CWA) A three-year contract
and a 20-month contract (both covenng an estimated 37,800 employees) were negotiated between the
CWA and the Telephone Company. effective in August 1995 and December 1996 and each ending in
August 1998. A three-year contract (covers an esumated 1,800 employees) was negotiated between the
CWA and Yellow Pages, which became effective in December 1995. A 31-month contract (covers an
estmated 800 employees) was negotiated between the CWA and Southwestern Bell Communicanons,
Inc., which became effective in January 1997 The CWA also represents a small number of employees in
other subsidianes of SBC

ITEM 2. PROPERTIES

The properties of SBC do not lend themselves to description by character and location of principal units.

At December 31, 1996, 90% of the property, plant and equipment of SBC was owned by the Telephone

Company  Network access lines represented 44% of the Telephone Company’s investment in telephone

plant; central office equipment represented 39%. land and buildings represented 9%. other miscellancous

property, compnised principally of furniture and office equipment and vehicles and other work equipment,
6%: and 2%

ITEM 3. LEGAL PROCEEDINGS

Six putative class action lawsuits arc now pending agamst the Telephone Company in state and federal courts
n Texas, Missouni, Oklahoma and Kansas involving the provision by the Telephone Company of
maintenance and trouble diagnosis services relating to telephone inside wire located on customer premises in
these states and in Arkansas  The actions allege that the Telephone Company 's sakes practices in coanection
with these services violated anutrust. fraud and/or deceptive trade practices statutes and seck

damages together with punitive damages and atiomey's foes. The Telephone Company belicves it has several
mentorious defenses to these claims and 1s vigorously contesting the allcgaions  Although the outcomes of
these cases are uncertain, management belicves that this litigation wll not have a matenal adverse impact on
SBC's results of operations

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No marter was submitted to a vote of sharcowners i the fourth quarter of the fiscal vear covered by this
report
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.\ XECUTIVE OFFICERS OF THE REGISTRANT
Position

Edward E. Whit. :re Jr. Chairman and Chief Executive Officer

Royce S. Caldwell President - Southwestern Bell Operations

James W. Callaway Senior Vice President - Strategic Planning

Cassandra C. Carr Senior Vice President - Human Resources

William E. Dreyer Senior Executive Vice President - External Affairs
James D. Ellis Senior Executive Vice President and General Counsel
Charles E. Foster President - SBC Operations

James S. Kahan Senior Vice President - Corporate Development

Donald E. Kiernan Senior Vice President. Treasurer and
Chief Financial Officer

All of the above executive officers have held high-level managerial positions with SBC or its subsidiaries
for more than the past five years. Executive officers are not appointed to a fixed term of office but hold
office until their successors are clected and qualified




PART 1lI

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF REGISTRANTS

Information regarding executive officers required by Item 401 of Regulation S-K is fumnished in a separate
disclosure at the end of Part | of this report since the registrant did not furnish such information in its
definitive proxy s sement prepared in accordance with Schedule 14A. Other information required by this
Item is included in the registrant’s definitive proxy statement, dated March 11, 1997, under the heading
“Board of Directors™ beginning on page 3 which is incorporated herein by reference pursuant to General
Instruction G(3).

ITEM 11. EXECUTIVE COMPENSATION

Information required by this Item is included in the registrant’s definitive proxy statement, dated March 11,
1997, under the headings “Compensation of Directors” on page 11 through page 12, and “Compensation
Committee Interlocks and Insider Participation”, “Executive Compensation”, “Pension Plans”, and
“Contracts with Management” from page 16 through page 26, which are incorporated herein by reference
pursuant to General Instruction G(3).

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT

Information required by this Item is included in the registrant’s definitive proxy statement, dated March 11,
1997, under the headin 3 “Common Stock Ownership of Directors and Officers” from page 13 through 14,
which is incorporated herein by reference pursuant to General Instruction G{(3).

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

None.




SuppmApmldamdetmlO 1986, huuunSBCCmmnunonslnc (SBC) and
BC Communications Capital Corporation. (Exhibit 4-b to Registration Statement
No 33-11669.)

Form of Rights Agreement, dated as of January 27, 1989, between SBC and American
Transtech, Inc., the Rights Agent, which includes as Exhibit B thereto the form of Rights
Cenificate. (Exhibit 4-a to Form 8-A dated February 9, 1989.)
Amexdment of Rights Agreement, dated as of August 5, 1992, among SBC, American
Transtech, Inc., and The Bank of New York, the successor Rights Agent, which includes the
Form of Rights Certificate as an attachment identified as Exhibit B. (Exhibit 4-a to Form 8-K,
dated August 7, 1992.)

Form of Rights Certificate (included in the attachment to the Amendment of Rights Agreement
and identified as Exhibit B.) (Exhibit 4-b to Form 8-K_ dated August 7, 1992.)

Second Amendment of Rights Agreement. dated June 15, 1994, between SBC and The Bank of
New York, as successor Rights Agent. (Exhibit 4-¢ 1o Form 8-A/A, dated June 22, 1994.)

Senior Management Short Term Incentive Plan, revised January 1, 1991. (Exhibit 10-a to
Form 10-K for 1990.)

Senior Management Long Term Incentive Plan, revised effective January 1, 1993. (Exhibit 10-b
to Form 10K for 1992.)

Senior Management Survivor Benefit Plan. (Exhibit 10-c to Form 10-K for 1986.)

Senior Management Supplemental Retirement Income Plan, revised effective January 1, 1993
(Exhibit 10-d to Form 10-K for 1992.)

Senior Management Deferred Compensation Plan (effective for Units of Participation Having a
Unit Start Date Prior to January 1, 1988), revised July 30, 1993. (Exhibit 10.5 to Registration
Statement No. 33-54795.)

Senior Management Deferred Compensation Plan of 1988 (effective for Units of Participation
Having a Unit Stant Date of January 1, 1988 or later), revised July 30, 1993. (Exhibit 10.6 1o
Registration Statement No. 33-54795.)

Senior Management Long Term Disability Plan. (Exhibit 10-f 10 Form 10-K for 1986.)
Senior Management Incentive Award Deferral Plan.  (Exhibit 10-g to Form 10-K for 1986.)
Senior Management Financial Counseling Program. (Exhibit 10-h to Form 10-K for 1986.)

Senior Management Executive Health Plan, effective January 1, 1987 (Exhibit 10-i to
Form 10-K for 1986.)

Retirement Plan for Non-Employee Directors. (Exhibit 10-t to Form 10-K for 1985.)

Form of Indemnity Agreement, effective July 1, 1986, between SBC and each of its directors and
officers (Appendix | to Definitive Proxy Statement dated March 18, 1987.)

Form of Change of Control Scverance Agreements for all Officers of SBC and certain Officers of
SBC's subsidianes. (Exhibit 10-p to Form 10-K for 1988.)




SBC COMMUNICATIONS INC.
SCHEDULE 11 - VALUATION AND QUALIFYING ACCOUNTS
Allowance for Uncollectibles
Dollars in Millions

Schedule 11 - Sheet 1

(1))

Balance at
Beginning of to Costs and
Period Expenses

s 14 m

$ 130 186
$ 1 166

(a) Amounts previously written off which were credited directly to this account when recovered.

(6) Amounts written off as uncollectible.




SIGNATURES

Pursuant 1o the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized, on the 11th day of March, 1997.

SBC COMMUNICATIONS INC.

Pursuant to the of the Act of 1934, this report has been signed
below by the following persons on behalf of the registrant and in the capacities and on the date indicated.

Principal Executive Officer:
Edward E. Whitacre, Jr.*
Chairman and
Chicf Executive Officer

Principal Financial and

Accounting Officer:
Donald E. Kicrnan
Senior Vice President, Treasurer
and Chief Financial Officer

{s/DonaldE Kieman
Directors: (Donald E. Kicrnan, as attomey-in-fact
and on his own behalf as Principal
Edward E. Whitacre, Jr.* Financial Officer and Principal
Clarence C. Barksdale* Accounting Officer)
James E. Bames®
Jack S. Blanton®
August A. Busch IT1* March 11, 1997
Ruben R. Cardenas®
Martin K. Eby, Jr.*
Tom C. Frost*
Jess Hay*
B.R. Inman®
Charles F. Knight*
Haskell M. Monroe, Jr.*
Carlos Slim Heli®
Patricia P. Upton *

* by power of attorney




SBC COMMUNICATIONS INC.
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES
Dollars in Millions

YEAR ENDED DECEMBER 31,

1996 1994 1993

EXHIBIT 12

Income Before Income Taxcs,
Extraordinary Loss and Cumulative
Effect of Changes in Accounting Principles® $ 1,883
Add:  Intcrest Expense 480 496

173 Rental Expense 42 41

530

45

Adjusted Eamings $ 2822 $ 2420

——

Total interest Charges 493 S 40 5 4%
173 Rental Expense 57 7 41

S22

530
45

Adjusted Fixed Charges S50 $ 522 $ 537

Ratio of Eamings to Fixed Charges 6.59 581 541 451

‘camings on for under the equity method have been excluded

575

396




EXHIBIT F

SBC SEC FORM 10-Q

SOUTH DAKOTA

PUBLIC UTILITIES COMMISSION




FORM 10-Q

SECURITIES AND EXCHANGE COMMISSION
Washingten, D.C. 20549

Quarterly Report Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

For the period ended March 31, 1997

or

Transition Report Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

For the transition period from o
Commission File Number 1-8610

SBC COMMUNICATIONS INC.

Incorporated under the laws of the State of Delaware
LR.S. Employer Identification Number 43-1301883

175 E. Houston, San Antonio, Texas 78205
Telepbone Number: (210) 821-4105

Indicate by check mark whether the registrant (1) has filed all reports required 0 be filed by Section
13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such
shorter period that the registrant was required to file such reports), and (2) has been subject 10 such
filing requirements for the past 90 days. Yes X No

At April 30, 1997, 912,223,683 common shares were outstanding.




PART I - FINANCIAL INFORMATION

On April 1, 1997, SBC Communicatioas Inc. (SBC) and Pacific Telesis Group (PAC) completed the merger of an
SBC subsidiary with PAC. With the merger, PAC became a wholly-owned subsidiary of SBC. The transaction
was accounted for as a pooling of interests and a tax-free reorganization.

Because the merger was completed after March 31, 1997, the financial information for SBC for the period ended
March 31, 1997 is required to be preseated oo a pre-merger basis. This information follows as Item 1a. Financial
Statements and Item 2. Management’s Discussion and Analysis of Financial Coadition and Resalts of
Operations.

Supplemental pro forma fisancial information giving effect to the merger and discussing the
pro forma results of operations for the combined company is included subsequeat 10 these items as Item 1b.
Supplemental Pro Forma Financial Statemeants and ltem 2b. Masagement's Discussion and Analysis of Financial
Condition and Resul ; of Operations.

liem 1a- Financial Statements

SBC COMMUNICATIONS INC.
CONSOLIDATED STATEMENTS OF INCOME




SBC COMMUNICATIONS INC.

' 5
4 3 CONSOLIDATED STATEMENTS OF CASH FLOWS
4 4 mm.hmm(hm)imumm

L Three months ended
March 31,
Operating Activities

Net income

Cash paid during the three months ended March 31 for:
Interest

Income taxes
See Notes 10 Coasolidated Fissacial Statements.




SBC COMMUNICATIONS INC.

1. BASIS OF PRESENTATION - The coasolidated financial statemeats have beea prepared by SBC
Communicatioas Inc. (SBC) pursuant 10 the rules and regulations of the Securities and Exchange Commission
(SEC) and, in the opinion of management, include all adjustmeats (coasisting oaly of normal recurring accruals)
Decessary o present fairly the resalts for the interim periods shown. Certain information and footnote disclosures,
mﬂymdnuhﬁnmﬂmwewedhmmm”nuywmml&
have been condensed or omitied pursuant 1o such SEC rules and regulations. Certain reclassifications bave been
made 10 the 1996 consolidated financial statements to conform with the 1997 presentation. The results for the
interim periods are sut necessarily indicative of results for the full year. The consolidated financial statements
coatained herein should be read in cosjunction with the coasolidated financial statements and notes thereto
included in SBC's 1996 Anaual Report 1o Shareowners.

) TION - The consolidated financial stalements include the accounts of SBC and its majority-owned
subsidiaries.

. MERGER - On April 1, 1997, SBC and Pacific Telesis Growp (PAC) the merger of an SBC subsidiary
with PAC, in a transaction in which each share of PAC commoa stock for 0.73145 of a share of SBC

, NEW ACCOUNTING STANDARD - Statement of Fisancial Accousting Standards No. 128, “Earsings per
Share” (FAS 128), requires dual presestation of basic and diluted carnings per share (EPS). Diluted EPS will be
similar 10 the fully diluted EPS uader curreat accousting rules. SBC will adopt FAS 128 i its ansmal 1997
coasolidated financial statemests, but does not expect FAS 128 10 have any significast impact.




SBC COMMUNICATIONS INC.

0
Dollars in millioas except per share amounts
RESULTS OF OPERATIONS - Continved
Network Access Interstate network access reveaues increased in the first quarter of 1997 due
largely to increases in demand for access services by interexchange carriers. Growth in revenues

from ead user charges, attributable to an increasing access line base, also contributed to the
increase.

Intrastate netv k access revenues were relatively unchanged in the first quarter of 1997 as
modest increases in demand, including usage by alternative intral ATA toll carriers, were offset
by net price decreases.

Loag-Distance Service revenues increased in the first quarter of 1997 due 10 growth in wircless
revenues, incinding revesues from interL ATA service beginning in February 1996, somewhat
offset by decreases at SWBell due to the impact of price competition from alternative intral ATA
toll carriers and the introduction and deployment of exteaded area local service plans.

Other operating revesues in the first quarter of 1997 were esseatially unchanged as increases
related to SWBell’s noe-regulated services and products were offset by decreases ia equipment
sales.

SBC’s operating expeases in the first quarter 1997 increased $169, or 7.1%, over the first quarter of
1996. mummh&hmdlm-ﬂm-‘nm

3t SWBell. Depeeciation
amortization increased i the first quarter of 1997 due primarily 1o growth i plast levels at
SWBell and Mobile Systems.

Equity in net income of sfiiliates decreased $21 in the first quarter of 1997 due 10 decreased income
from Teléfosos de México, S.A. de C.V. (Teimex), resuking from SBC'’s reduced ownership percestage
after the sale of Telmex L shares (as discussed in SBC’s 1996 Asssal Report) and the change in the
functiosal curreacy used by SBC 10 record its isterest from the peso 10 the U.S. dollar begimning in 1997.

SBC’s investment in Telmex is recorded ia accordance with U.S. geserally accepted accousting
priaciples, which exclude inflation adjustments and include adjustmests for the purchase method of
accousting.
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SBC COMMUNICATIONS INC.

lnMnchl997,|kmumﬁumolSBCMTdekomMlhyn'nBeMmmbySBC,ﬁanml
1o purchase 30% of Telkom South Africa (Telkom), the state-owned governmeat telecommunications company of
South Africa. Under the agreemeant, SBC is committed to invest approximately $750, approximately $600 of which
will remain in Telkon.. mmwbexpddlodmhhmwo“”I

LIQUIDITY AND CAPITAL RESOURCES

DuinuhﬁmqumuoﬂwlninIM,SBC‘swimqmoleui—edwbeuﬂpw&dby
operating activities. mwy.mm1msacwwuﬁwywhmummlvm
uSBC'mplian.mybewnponmmilyeim:rinmot'rdnuLM(eqﬁnuhuaniof
Telmx’uqnilynpiuunﬁnlnmh.l”n SBC had $733 in cash and cash equivaleats available at
March 31, 1997. swummwmmm
nyu-dnwpmwﬁdmum SBC had 20 borrowings

credit as of March 31, 1997. Cmﬁmmndmll.lmwﬂﬂﬁ.

M&mhms&h:@ummwm expeaditures for
uumumdmmuwammwun
likely 10 be material.




SUPPLEMENTAL PRO FORMA [SOLIDATED BALANCE SHEETS
Dollars in millions cxoept per share amounty
—March 31, December 31,

Currest Assets

Cash and cash equivalents

Short-term cash investments

Accounts receivable - net of allowances for uncollectibles of
$316 and $311

1,746
216
146
(538)

*The trusts costain assets of $1,030 i priacipel amount of the Ssbordinsted Debestures of Pacific Telesis Growp.
See Notes 10 Sepplemeatal Pro Forma Coasolidated Fisascial Statements.
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SBC COMMUNICATIONS INC.

(UNAUDITED)
(Dollars in millions except per share amounts)

The combined results include the effect of changes applicd retroactively to conform accounting
mmndohghmnPACMSBC(m,mgmimmmmhmﬁu,
dsmmﬁmﬂwmmmgm&fwudjmmlﬁngm
the merger.

Transaction costs and one-time charges resulting from the merger of $359 ($215 pet of tax) include,
among other ite. 15, the preseat value of amounts 10 be returned to California ratepayers as a
condition of the merger and expenses for investment banker and professional fees. Of this amouat,
$13 is included in expenses in the first quarter of 1997.

Prior to January 1, 1996, Pacific Bell Directory (a subsidiary of PAC’s subsidiary Pacific Bell)
mmmmmmuumethmmmu
“amortization” method, under which revenues and expenses were recogaized over the lives of the
directories, generally oe year. Under the new “issue basis” method, and expeases are
recognized whea the directories are issued. The change to the issue basis method was made because it
kuuwpﬂﬂyfowhhﬂmgm.hdmmlMdev
mmmwmumﬁmymum The change was adopted during
the fourth quarter of 1996. The cumulative after-tax effect of applying the change in method to prior
ymwmhdudlnml.l?%uum“p’nwhbkmw
operatioas of $90, or $0.10 per share. The gain is net of deferred taxes of $53.

hlmmmd?AC‘:nhMpmmne&pkﬁman#hlaﬂ
balance plan. memmhmmmmwnmmmh
settlement of the pecsion liability. These lump-sum paymeats in the first quarter of 1997 excceded the
projected service and interest cost. PACw-phuwmhhﬁumdlm
that increased net income by $90, or $0.10 per share.




SBC COMMUNICATIONS INC.

jtem 2b. M remept’s Discussion and Apalysis
Dollars in millions except per share amounts

Local Service Landline local service revenues increased in the first quarter of §..E
primarily gigiﬁﬁngﬁﬁiig

revenues. The number of access lines increased by 4.4% since March 31, 1996, of which 44%
was due 1o growth in California and 36% was due to uat:_ in Texas. Approximately 34% of
access line growth was due to sales of additional access lines to existing resideatial customers.
Vertical services reveaues, which include custom calling optioas, Caller ID and other enhanced
services, ircreased by approximately 24%. Local service reveaues also reflect the
sgﬁggcsﬁﬂ_?gﬂmigisoﬂnn February 1, 1997.
This fund is intended to subsidize the provision of service to high cost areas. Amounts received
from the fund resulted in a minor shift of equivalent revenues from long-distance and intrastate
petwork access revenues to local service revenues in the first quarter of 1997. These increases
n:_.wE offset by rate reductions due to California Public Utilities Commission (CPUC)

i first quarter of 1997 due primarily to growth in
En-ﬁuwﬂa»!oi—nmg.ﬂ:n_!glanu 7% (19.8% excluding acquisitions)
E‘.Elﬁ-éﬂi!g

accousted for oaly a slight portion of the increase. At March 31, 1997, Mobile Systems had
4,623,000 customers in areas in which they lusnﬁingiggiqu
resale customers; Pacific Bell Mobile Systems had 26,000 PCS customers.

Network Access Interstate network access revenues increased in the first quarter of 1997 due
largely to increases in demand for access services by interexchange carriers. Growth ia revenues
from ead user charges, attributable 10 an increasing access lins base, also contributed to the

at PacBell.

ggiaggé in the first quarter of 1997 due 1o modest
increases in E§53§§4>E§§§3
the efifects of the California Universal Service Fund discussed above.

Egéggiinﬂg.&—aﬂ E}s!

Directory Advertising revenues increased in the first quarter of 1997 due mainly to the
%REEEEES*EE lesser exteat, increased demand and

O‘Eigwﬁsgi oﬂinv..ﬁlw_w.orni

Ewwgixﬁﬂﬂn sales, including Caller [D equipment.
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SBC COMMUNICATIONS INC.
PART I - OTHER INFORMATION

| Item € Exhibits and Reperts on Form K
Exhibits

Exhibit 12  Computation of Ratios of Earnings 1o Fixed Charges.
Exhibit 125 Sepplemeatal Pro Forma Computation of Ratios of Earaings 10 Fixed Charges.

Exhibit 27 Financial Data Schedule.

Reports on Form 8K

On March 14, 1997, SBC ications Inc. (SBC) filed a Curreat Report oa Form 8-K,
i i and Exhibits. In the Report, SBC provided pro forma
ined coadeased financial of SBC and Pacific Telesis Groap assuming the merger

o.u-aax.lm.sscm-o-mmmra-umuh- Fimascial
Statemeats and Exhibits. hﬁlmsxﬂdwmnh_:d‘ﬂi*
exchangesble notes due March 15, 2001.




SBC COMMUNICATIONS INC.
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES
Dollars in Millions

Income Before Income Taxes, Extraordinary Loss
and Cumulative Effect of Accounting Changes®
Add: Interest Expense
173 Rental Expense
Adjusted Eamings
Total Interest Charges S 9
173 Rental Expense 57

Adjusted Fixed Charges $ 550

Ratio of Earnings to Fixed Charges 684 588 6.59

ibuted eamings on d for under the equity method have been excluded.




EXHIBIT 12b
SBC COMMUNICATIONS INC.
SUPPLEMENTAL PRO FORMA COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES
Dollars in Millions

THREE MONTHS ENDED
MARCH 31, YEAR ENDED DECEMBER 31,
1997 1996 1996 1995 1994 1993

Income Before Income Taxes, Extraordinary Loss
and Cumulative Effect of Accounting Changes® $ 1,362 $ 1,247 4975 $ 4383 § 4091 § 2070
212 812 957 935 1,005
9 60 - - -
27 108 77 85 81

1,495 5,955 $ 5417 $ 3,156

947 § 957 $ 1,005
60 - s
108 ” 81

LIS 1034 $_1,086

5.46 534 524 ; 291

sccounted for under the equity method have been excluded.
charges which redeced income taxes by $1,431.




EXHIBIT G
OFFICERS AND DIRECTORS

Bell C

Services, Inc.

Officers and Directors

Name / Title

Business Address

Lowery Harper
Vice President-Operations

1651 N. Collins Blvd., Suite 220
Richardson, Texas 75080
(972) 497-0152

Michael Kaufman
President, CEO, and Director

Karol M. Sweitzer

Vice President - Regulatory

Vice President - Business Planning and
Chief Financial Officer

5850 W. Las Positas Blvd.
Pleasanton, CA 94588
(510) 468-5130

Timothy P. Leahy
Secretary, Attorney, and Director

Michael D. Olson
Assistant Treasurer

Charles P. Allen
Treasurer

John J. Stephens
Vice President-Taxes

Stan Sigman
Director

175 E. Houston
San Antonio, Texas 78205
(210) 821-4105

Van Taylor
Director

9505 Arboretum Blvd.
Austin, Texas 78759
(512) 372-5900

PREPARED FOR

SOUTH DAKOTA

PUBLIC UTILITIES COMMISSION




EXHIBIT H

MANAGEMENT EXPERTISE

PREPARED FOR

SOUTH DAKOTA

PUBLIC UTILITIES COMMISSION




Exhibit H
Page |

Michael Kaufman is President and CEO of Bell C ications Services, Inc. He
began his camrier with Southwestern Bell Telephone in 1968 as a Commercial Assistant and
progressed through several positions in the Missouri Rates and Tariffs Department from 1970 -
1973. After several years in private business, Mr. Kaufman retumed to Southwestern Bell
Telephone in 1979 He held numerous finance-related positions with South Bell T
and SBC from 1980 - 1992. He was SBC's Vice President - Finance and Treasurer before becoming
President and Chief Executive Officer of Southwestemn Bell Yellow pages in 1988. Following that
he was Executive Vice President - Finance and External affairs, Executive Vice President -
rketing for Bell T and then Regional President for the Central and West
Texas market area of Southwestern Bell Telephone. Mr. Kaufman holds a Bachelor degree and a
Master of Business Administration degree from the University of Wisconsin.

Karol M. Sweitzer is Vice President - Regulatory and Vice President - Business Planning and Chief
Financial Officer for Bell C ications Services Inc. Her responsibilitics include
all finance, ing, and regulatory functions, both start-up and operational. She began her
carrier with Bell Telep in 1985 as an Assi Staff M - Comp and
has progressed through various finance posil with i d responsibility. In 1990, Ms.
Sweitzer moved to Washington DC and was named to the position of Director-Federal Regulations
where she acted as liaison between SBC Communications, Inc. and the Federal Communications
Commission on all accounting and audit issues. In 1994, Ms. Sweitzer spent a concentrated year on
the financial aspects of the sale of Bellcore, the research company jointly owned by all seven
Regional Bell Operating Ce ies. In ber 1995, Ms. Sweitzer accepted the position of
Chief Financial Officer for South Bell ications Services Inc. In May, 1996, Ms.

Sweitzer was named to her current position. Prior to Southwestem Bell, Ms. Sweitzer worked for

Caterpillar Tractor Company and Rockwell | | in various g positi Ms.

Sweitzer graduated from MacMurray College with a degree in Business Administration and
Accounting. Ms. Sweilzer is a Certified Public Accountant.




Exhibit H
Page2

Lowery S. Harper is Vice President - Operations of Bell C ications Services
Inc. where he is ible for leading the 's operati ions for entry into the long

distance market. Mr. Harper also serves as Vice President - Network of Southwestern Bell

C ications Services-M. h Inc. Prior to his current positions, Mr. Harper was

Associate Director - jional Busi Planning. In this position, he led the valuation and

efforts for i ional isition projects. Mr. Harper joined Southwestern Bell in

1971 as an engincer. He held several positions including Staff Manager - Transmission Equipment
Engineer, Stafl Manager - Long Range Transport Planning, Director - Technology Strategies
(Bellcore) and Associate Director - Capital Planning (Telmex). He received a Bachelors of Science,
Electrical ineering, from dist University.




PAY Two Hundred Fifty And No/100 Dollars

TOTHE ORDER OF 5] ‘-0
SOUTH DAKOTA PUBLIC UTILITIES COMMISSIO 810996
STATE CAPITOL ; g ’@ «
500 EAST.CAPITAL AVENUE g
PIERRE, SO 87501 \

THE BACK OF THIS CHECK CONTAINS & BOUTHWEBTERN BELL FACSIMILE wATERMARR CAN BE SEEN AT AN ANGLE

* 313592609 08150285992 0M009930:2:2¢




st TELECOMMUNICATIONS SERVICE FILINGS

Public Utilities Commission
State Capitol 500 E. Capitol s i S pwled et
Pierre, SD_57501:5070 07/11/97 through 07/17/97
Phone: (800) 332-1782 within five days of this fling.
Fax: (605) 773-3809

TITLE/STAFFISYNOPSIS Aies | "DEaoLE

REQUEST FOR CERTIFICATE OF AUTHORITY

by Bell Ce Services, Inc. d/b/a Southwestern for a Certificate of Authority to operate
Tesn132 as a telecommunications company within the state of South Dakota. (Staff: TS/TZ) “Applicant seeks statewide authority to 0711497 08/0197
offer a full line of inbound, directory calling card, prepaid calling card, and private line
senvices to business customers and residential customers..l the will not offer alternative services ~

REQUEST FOR CLARIFICATION REGARDING DESIGNATION AS ELIGIBLE TELECOMMUNICATIONS CARRIER

MCWMMTMTWNMMMN Commission clarify whether local exchange carriers must
request that the Ci as eligible carriers so that the local exchange carriers may
receive federal universal service wppod undu 47 US.C. § 214(e). "[V]nder § 214(e)(2), the Commission may determine
whether common carriers meet the requirements of § 214(e)(1) in order to designate them as ETCs, or it may consider a
request that the Commission designate a common carrier as an ETC, based upon the common carrier's own assertions. In
any event, uniess a local exchange carrier receives a designation by the state as an ETC, the local exchange carrier may not omments s

TC97-133 | receive federal universal service support...In other words, Congress has placed the burden upon the Commission to designate | 07/17/97 07725/7 “
which local exchange carriers are ETCs and thersby eligible for federal universal service support....In light of the two options
in the T Act — the Ci of ETCs on its own motion, or requests by individual local
exchange carriers for such designation — wmmummmummmqumuna
in order to receive federal Authority requests that the Commission issue an order
clarifying the procedures local exchange eamou h South Dakota should mlow in order to obum ETC designation.” Interested
may file comm, the Com the Tel ne Al

g E-maitng 1o Terry 1oy @puc sate 8 us Faing the address ko the Commsson

Important Notice: The Commuasion is compiing - ! of inlermet sddresses
o 8087733000
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@
Southwestern Bell

Communications Services, Inc.

RECEIvEp

August 5, 1997
SOuTYy
UnL;”L OTA Pugye
Mr. William Bullard, Jr. MIZSION
Executive Director
South Dakota Public Utilities Commission
State Capitol
500 East Capital Avenue
Pierre, South Dakota 57501

Re:  SD PUC Docket TC 97-132 - dment To Application Of S Bell

Communications Services, Inc. d/b/a Southwesten Bell Long Distance For A
Certificate of Authority To Provide ications Services in South Dakota.

Dear Mr. Bullard:

Pursuant to a July 18, 1997 letter from Tammi Stangohr, Utility Analyst with the South
Dakota Public Utilities Commission, South Dakota P.U.C. Tariff No. 1 of Southwestern
Bell Communications Services, Inc. d/b/a Southwestern Bell Long Distance ("Applicant”)
has been revised. The revised tariff pages are enclosed. Section 2.8.1, Deposits / Advance
Payments, of the tariff has been revised to indicate that the Applicant will not collect
deposits or advance p for the provision of i service. An 800 number has
been added to Section 2.11, Customer Service. Also enclosed is a verification statement
that was requested by staff.

An original and ten (10) copies are included for filing. So that our records will be
complete, please date stamp the extra copy of this transmittal letter and retum in the
envelope provided.

Any i ing the ongoing ions of the icant should be directed to
Thomas A. Weckel, Senior Manager - Regulatory, c/o Southwestern Bell Mobile Systems,
Inc., 17330 Preston Road, Suite 100A, Dallas, Texas 75252 who may be reached via




2

telephone at (972) 733-5544. Any questions regarding the attached tariff revisions should
be directed to Barbara Lowe, Vice President, Visiology, Inc. 16061 Carmel Bay Drive,
Northport, Alabama 35475 who n.ay be reached via telephone at (205) 330-1702.

Thank you for your assistance in this matter.

A. Weckel
G Itant To Bell Ci
d/b/a Southwestern Bell Long Distance

Enclosures




VERIFICATION
STATE OF TEXAS

COUNTY OF DALLAS

P i d before the undersigned, an officer duly authorized to administer oaths, Thomas
A Weckchanubcm;dnlymdcpnmmduysﬂmheuSmmrMmlw Regul.lwry
Southwestern Bell Mobile Systems, Inc. and has been d to provide

service to Bell C ications Services, Inc. d/b/a h Belll.nginmoe.
applicant in this application, that he has read the revised tariff pages and knows the contents thereof,
and that the statements made herein are true to the best of his knowledge and belief.

Furthermore, the applicant will not offer prepaid calling card service to South Dakota customers, nor
will the applicant collect a deposit or an advance payment from South Dakota customers for the
provision of intrastate service without first posting a $25,000 bond or complying with whatever
South Dakota Public Utilitics Commission rules are in effect at the time the applicant begins to offer
prepaid calling card service or collect deposits or advance payments from South Dakota customers
asa ition for the provision of i service.

Subscribed and swom before me, this
4B day of August,
1997.

My Commission Expires 3-18__‘13_—




h Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 43
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas Blvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

SECTION 2 - RULES AND REGULATIONS

2.8 Customer Deposits / Advance Payments

2.8.1 Customer Deposits

The Company does not collect deposits for intrastate Service.

2.82 Advance Payments

The Company does not collect advance payments for intrastate Service.




Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. 1
d/b/a Southwestern Bell Long Distance Original Page 44
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas Blvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

SECTION 2 - RULES AND REGULATIONS




Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. |
d/b/a Southwestern Bell Long Distance Original Page 45
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas Blvd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

SECTION 2 - RULES AND REGULATIONS

Reserved for future use.




Bell C ications Services, Inc. South Dakota P.U.C. Tariff No. |
d/b/a Southwestern Bell Long Distance Original Page 49
Karol Sweitzer, Vice President - Regulatory
5850 W. Las Positas Bivd. Issued: July 11, 1997
Pleasanton, California 94588 Effective:

SECTION 2 - RULES AND REGULATIONS

2.10 Contested Charges

The Company will not be required to consider any Customer claim for damages or statutory
penalties, or adjustments, refunds, credits or cancellation of charges, unless the Customer has
notified the Company, in writing, of any dispute concerning charges, or the basis of any claim
for damages, within sixty (60) calendar days after an invoice is rendered or a debit is effected
by the Company for the call giving rise to such dispute or claim. Any such notice must set
forth sufficient facts to provide the Company with a reasonable basis upon which to evaluate
the Customer’s claim or demand. Such notice must be sent to the Company’s Customer
Service Department as per Section 2.11 of this Tariff. If the Customer is not satisfied with
the Company'’s resolution of a billing inquiry, the Customer may make application to the
Commission for review and disposition of the matter. If the Customer is not satisfied with
the Company'’s 12solution of any dispute, the Customer may make application to the
Commission for review and disposition of the matter. The Commission's address and
telephone number are South Dakota Public Utilities Commission, 500 East Capitol Avenue,
Pierre, South Dakota 57501-5070, 605-773-3201 or 1-800-332-1782.

Customer Service

Customer pond: must be add: d to the ion of the Customer Service
D and sent to the P office. The Customer may also contact the Company’s
Customer Service Department by calling toll free 1 + (800) 235-5663. The Company's
Customer Service address and toll free number are printed on the Customer’s bill. For
Customers using Credit Card billing or ic withdrawal from the checking or savings
account, the Company’s Customer Service address and toll free number are provided with the
Customer’s call detail.




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION OF ) ORDER GRANTING
SOUTHWEST RN BELL COMMUNICATIONS ) CERTIFICATE OF
SERVICES, INC. D/B/A SOUTHWESTERN ) AUTHORITY
BELL LONG DISTANCE FOR A CERTIFICATE )

OF AUTHORITY TO PROVIDE ) TC97-132
TELECOMMUNICATIONS SERVICES IN )

SOUTH DAKOTA )

On July 14, 1997, the Public Utilities Commission (Commission), in accordance with
SDCL 49-31-3 and ARSD 20:10:24.02, received an application for a certificate of i
from Sou 1 Bell C Services, Inc. d/b/a Southwestemn Bell Long
Distance (Southwestern)

Southwestern seeks statewide authority to offer a full line of inbound, outbound,
conference, directory assistance, calling card, prepaid calling card, and private line
services to business customers and residential Initially S will not
offer services. A prop tariff was filed by Southwestern. The
Commission has cl.zssrﬁed long dnstance service as fully competitive.

On July 17, 1997, the Commission electronically transmitted notice of the filing and
the intervention deadline of August 1, 1997, to interested individuals and entities. No
petitions to intervene or comments mﬂod and at its regularly scheduled August 18,
1997, g, the C cor 's request for a certificate of
authority. Ci i ) Staff mwamﬁmdmny subject to the
condition that Southwestem not offer a prepaid calling card or require deposits or advance
payments without prior approval of the Commission.

The Commission finds that it has jurisdiction over this matter pursuant to Chapter
49-31, specifically 49-31-3 and ARSD 20:10:24:02 and 20:10:24:03. The Commission
finds that Southwestern has met the legal requi i for the gr gofa
certificate of authority. Southwestern has, in accordance with SDCL 49—31»3

sufficient ical, financial and managerial emabdmes to o'hr

telecommunications services in South Dakota. The C issi

application for a certificate of authority, sn.bpdtomecondmonthm Smnhmﬂomnotomr

a prapmd calling card or require deposits or advance payments without prior approval of
As the C 's final decision in this matter, it is therefore

ORDERED, that Southwestern's application for a certificate of authority is hereby
granted effective September 14, 1997, subject to the condition that Southwestern not offer
a prepaid calling card or require deposits or advance payments without prior approval of
the Commission. It is




FURTHER ORDERED, that Southwestern shall file informational copies of tariff
changes with the Commission as the changes occur.

Dated at Pierre, South Dakota, this .27 0.(/ day of August, 1997.

BY ORDER OF THE COM?SION:




(OFFICIAL SEAL)




SOUTH DAKOTA PUBLIC UTILITIES
COMMISSION

CERTIFICATE OF AUTHORITY

To Conduct Business As A Telecommunications Company
Within The State Of South Dakota

Authority was Granted August 18, 1997, effective September 14, 1997
Docket No. TC97-132

This is to certify that

SOUTHWESTERN BELL COMMUNICATIONS SERVICES, INC.
D/B/A SOUTHWESTERN BELL LONG DISTANCE

is authorized to provide telecommunications services in South Dakota.
This certificate is issued in accordance with SDCL 49-31-3 and ARSD

20:10:24:02, and is subject to all of the conditions and limitations contained in
the rules and statutes govemning its conduct of offering telecommunications

services.
Dated at Pierre, South Dakota, this 27% day of @u& 1997.

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION:
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