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BY OVERNIGHT MAIL:

October 25, 1996

Mrs. Blanca Bayo F lef F/‘-?j(

Director of Records and Reporting
Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, FL 32399

RE: Biztel Corporation’s application for authority to Provide Alternative Local Exchange
Telecommunications services within the State of Florida.

Dear Mrs. Bayo:

Pursuant to Section 364.337, F.S., Biztel Corporation hereby files an application for authority to

provide alternative local exchange telecommunications services within the state of Florida.

Biztel Corporation is a wholly owned subsidiary of WorldCom, Inc. d/b/a LDDS WorldG§m and

holds certificate number 548 for interexchange services. Enclosed is an original and six copies:of
', ]

L

Biztel's application (including a check for the application fee). = 24

—

r ~2
If you have any questions, please call me at 561-750-2940. Please stamp and return ttlr_i) ex?t?n
4 =

copy of this letter in the enclosed envelope. Thank you for your attention oo
@

o
o
Sincerely yours; =
ACK = ) -
AFA 2 2 A i
APp _ Brian Sulmonetti S
~ArE Director, Regulatory Affairs Check re0 . o with fillng end 3
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2.

4.

This is an application for (check one):
(x) Original authority (new company)

() Approval of transfer (to another certificated company)

Em_}.. a certificated cqany purchases
an existing company and desires to retain
the original certificate authority.

() Approval of assignment of existing certificate (to a
noncertificated company)
, @& non-certificated company
purchases an existing company and desires
to retain the certificate of authority
rather than apply for a new certificate.

() Approval for transfer of control (to another certificated company)
, @ company purchases 51% of a
certificated company. The Commission must
approve the new controlling entity.

Name of applicant:
Biz-Tel Corporation

Nzse under which the applicant will do business (d/b/a):
S5ame

If applicable, please provide proof of fictitious name (d/b/a)
registration.

Fictitious name registration number:

A. National mailing address including street name, nurber, post office
box, city , state, zip code, and phone number.

1515 South Federal Highway, Suite 400

Boca Raton, FL 33432

561-392-2244

B. Florida mailing address including street name, number, post
office box, city , state, zip code, and phone number.

Same

FORM PSC/CMU 8 (11/95)
Required by Chapter 364.337 F.S.




6. Structure of organization:

E Individual Corporation
Foreign Corporation Foreign Partnership
{ General Partnership Limited Partnership
Joint Venture Other, Please explain

r g If applicant is an individual, partnership, or joint venture, please
give name, title and address of each legal entity.

N.A.

8. State whether any of the officers, directors, or any of the ten
largest stockholders have previously been adjudged bankrupt,
mentally incompetent, or f guilty of any felony or of any crime,
or whether such actions may result from pending proceedings. If so,
please explain.

None

If incorporated, please provide proof from the Florida Secretary of State
that the applicant has authority to operate in Florida.

Corporate charter number:_ V10813 (Exhibit 1)

10. Please provide the name, title, address, telephone number, internet
address, and facsimile number for the person serving as ongoing liaison
with the Commission, and if different, the 1iaison responsible for this

application.

561-697-5155
Sue Dubeau 1555 Palm Beach Lhkes Elvd., Suite 1410
Director of Operations West Palm Beach, FL 33401

11. Please 1ist other states in which the applicant is currently providing or
has applied to provide local exchange or alternative local exchange

service.

None
12. Has the applicant been denied certification in any othe state? If so,
please 1ist the state and reason for denial.

No.

13. Have penalties been imposed against the applicant in any other state? If
5136 please 1ist the state and reason for penalty.

FORM PSC/CMU 8 (11/95)
Required by Chapter 364.337 F.S.
'3‘-



14. Please indicate how a customer can file a service complaint with your
company.

A Customer can reach Biztel through our 800 number or write hn
at our West Palm Beach office.

15. ;gaase complete and file a price 1ist in accordance with Commission Rule
-24.825.
Not available at this time. Biztel will file a price list before

offering service to tq? gubl&c.
16. Please provide all available documentation demonstrating that the

applicant has the following capabilities to provide alternative local
exchange service in Florida.

A. Financial capability.
Regarding the showing of financial capability, the following applies:

The application should contain the 1icant’s financial statemenis
for the most recent 3 years, including:

1. the balance sheet
2. income statement
3. statement of retained earnings.

Further, a written explanation, which can include supporting
documentation, regarding the following should be provided tc show
financial capability.

1. Please provide documentation that the applicant has sufficient
financial capability to provide the requested service in the
geographic area proposed to be served.

2. Please provide documentation that the applicant has sufficient
financial capability to maintain the requested service.

3. Please provide documentation that the applicant has sufficient
financial capability to meet its lease or ownership obligations.

NOTE: This documentation may include, but is no. limited to,
financial statements, a projected profit and loss statement, credit
references, credit bureau reports, and descriptions of business
relationships with financial institutions.

See attachment A.

FORM PSC/CMU 8 (11/95)
Required by Chapter 364.337 F.S.



If available, the financial statements should be audited financial
statements.

1f the applicant does not have audited financial statements, it shall
be so stated. The unaudited financial statements should then be signed by
the applicant’s chief executive officer and chief financial officer. The
signatures should attest that the financial statements are true and
correct,

B. Managerial capability.

See attachment A.

c. Technical capability.

(If you will be providing 1local intra-exchange switched
telecommunications service, then state how you will provide access
to 911 emergency service. If the nature of the emergency 91l
service access and funding mechanism 1s not equivalent to that
provided by the local exchange companies in the areas to be served,
described in detail the difference.)

See attachment A

FORM PSC/CMU B (11/95)
Required by Chapter 364.337 F.S. :



AFFIDAVIT

Riiulatory Director
By my signature below, I, the undersigned officer, attest to
the accuracy of the information contained in this application and
attached documents and that the applicant has the technical
expertise, managerial ability, and financial capability to provide
alternative local exchange service in the State of Florida. I have
read the foregoing and declare that to the best of my knowledge and
belief, the information is true and correct. I attest that I have
the authority to sign on behalf of my company and agree to comply,
now and in the future, with all applicable Commission rules and

orders.

Further, 1 am aware that pursuant to Chapter 837.06, Florida
Statutes, "Whoever knowingly makes a false statement in writing with
the intent to mislead a 1ic servant in the performance of his
official duty shall be guilty of a wisdemeanor of the second degree,
punishable as proyided in s. 776.082 and s. 775.083".

fo‘lcia'l}:ﬂ_;'f--'::'--fg /‘;Zkr;/ _Agaé_;_ﬁé
ate

L S‘:‘nﬁtﬁru 2

Title: Dir irs

561-750-2940
Telephone Number

Address: 1515 S. Federal Highway, Suite 400

Boca Raton, FL 33432

FORM PSC/CMU 8 (11/95)
Required by Chapter 364.337 F.S.
‘-EQ



ATTACHMENT A

Biztel Corporation is a wholly owned subsidiary of WorldCom, Inc., the fourth
largest long distance carrier in the nation. Biztel provides a wide range of long
distance services billed through the end users’ local exchange carrier (LEC).
Biztel provides a niche service for those end users that want "one bill" for their
local and interLATA long distance. Biztel relies on the technical and managerial
strength of WorldCom, Inc. to provide high quality service. Biztel has been a
certified IXC in Florida for over 6 years (#548). The company provides a good
quality product at competitive rates. Biztel now wants to expand its product line
and offer local exchange services.

As previously stated, WorldCom is one of the four largest long distance
telecommunications companies in the United States. It is one of only four
companies with a national fiber optic network in the United States. LDDS
WorldCom's network (and therefore Biztel's) is known for its leading edge
technology, with over 11,000 miles of fiber. Moreover, WorldCom and Biztel
have a highly trained technical staff with years of telecommunications

experience.

As a wholly owned subsidiary of WorldCom, Inc., the company provides the most
recent annual report of WorldCom as proof of Biztel's financial capabilities
(Exhibit 2). The Commission has previously authorized WorldCom, Inc. d/b/a
LDDS WorldCom to provide local exchange services and would like the same
authorization for Biztel. Biztel will provide 911 services in accordance with
Commission rules.
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Bepartment of State

| certify from the records of this office that BIZ-TEL CORPORATION, is a
corporation organized under the laws of the State of Florida, filed on
January 31, 1992.

The document number of this corporation is V10813.

| further certify that said corporation has paid all fees and penalties due this office
through December 31, 1996, that its most recent annual report was filed on
May 1, 1996, and its status is active.

| further certify that said corporation has not filed Articles of Dissolution.

Biten under my hany and the
Breat Seal of the State of FHlorida,
at Wnllahassee, the apitol, this the

Sixteanth bday of October, 1996

Sandra . Mortham

Secretary of State
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hally opportunities lo further our commitment fo our shareholders in the future.
5f yeor-as World(om, Inc. was tremendously successful. The combination of 1DDS

* synergies we expected. The Wmmeo{ﬂnmrhmdmml%nlhslogﬂwmemhng
M foture for WorldCom, fac.

" ; ﬂnwaﬂg‘uﬂhptmtdolﬂuﬂmkxuereflecledmﬂwuompmrsrenjh[urm
1 year, iraffic increased 77 percent and revenues rose 64 percent fo o new
H’tdmﬂmﬁb‘m“ﬂm before o special preferred dividend payment, increased
. sharply fo o record S149.5 million, or $136 per common share. On o pro formo basis, as though the
*. acquisition of Willel otcurred of the beginning of 1994, traffic grew 30 percent and revenues increased

Iﬂwmﬁhlheprmm

I The success of our sales and ausfomer service professionals in both oblaining new customers and

!, ' relaining existing ones was demonsirated by the performance of World(om, Inc.s retail group. (ompored

< - with pro forma resulfs for 1994, switched retail revenues grew 18 percent in 1995, while refail troffic

) - increosed 11 percent. Contribufing fo this success is our expanding line of leading edge products, which
sare selling well in today's demanding marketplace. Among our most successful refail products infroduced

“in 1995 is WorldDne. o comprehensive poackoge of long distance and dato transmission services designed
Mﬂ!dmnudso!hmm
v Another factor in the success of the retoil s.egmenlrsthee:plwve growth of the Hoflé[m Inc.

.meﬁdundbyﬁwusemmmmlprogfmwhmm larget, Avis Rent A (or,
ﬂu aitines ond the United States military.

“5" " To provide our customers with an array of Infernel occess services, in 1995 we signed an agreement

with a leading nafionwide Internet access provider. This two-yeor agreement enables us fo provide our

1 4.'- + astomers with an efficient ond economical means fo occess the Internet as o port of their overall voice,

“ dota ond video packoge from World(om, .

JBYL 1 the ropidy growing wholesole morket, WorldCom, Inc’s 1995 switched revenves and troffic increaned
‘ 11! +" .26 percent and 47 percent, respectively, compared with 1994 pro forma results. The company’s confinuing
1] success in the wholesale market derives from both the healthy growth in this burgeoning market segment

||F ond Worldlom, Inc.'s well developed ability to serve the needs of carrier and reseller customers.
1' Indicative of our leading position in the wholesale market, we signed 6 numbes of lurge reseller
( ogreements in 1995, incuding the largest long distance resale commitment in history. In oddition, in August
1l we morked our 10 millonth Hectronic Data Exchange (EDF) tromsaction. EDF s o system that llows our
11 cortier and reseller customers to electronically provision customers (. wugi 0 computer software progrom.
‘ I Our commilment fo the corrier market wos reflected in the infroduction of an innovative product
MY/ ‘called fronscend. In on industry first. the produc effectively seporotes local ond long distance billing
'l components. This new product provides carrier customers importont new tooks fo targel their products
i ” in regions with optimum revenve and profit polential,
i Early in 1995, we introduced the WilPak Network-to-Network Interconnection (NNI), on exciting new
’l' i frame reloy product, which received “best of show™ recognition of Net World + InterOp ‘95, o major
' felecommunications frade show in April, In September, World(om, Inc. become the first infer -exchange
urmlnwuwb[fmrdurmhﬂwhﬁmofwyugmdﬂmm As
anegli g Bell gg con exlend their networks ot~

e, S S
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THE LARGEST LONG DISTANCE

WorLnoCom, INC., ONE OF

TELECOMMUNICATIONS COMPANIES

N THE LUUNITED STATES,

OFFEARS A COMPREHENSIVE

ARAEARY OF DOMESTIC AND

INTERNATIONAL VOICE, ODATA

AND VIDEDQ PROOUCTS

AND SERVICES TO

HUSINESS CUSTOMERS,

OTHER CRARRRIEARS

AND THE RESIDENTIAL

MARKHET.

IR R

wIRLD
com .

Visloe 1maba Videa

THE COMPANY OFEARATES

Al NATIONWIDE DIGITAL

FIFLEM DFTIC NETWDRARM 1IN

THE LINITED STATES AND

HAS WDMLOWICHE

NETWDOAK CRAPFACITY.
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customers fo connect their own AIM equipment fo ofher ATM swilches over the wide orea network via the 0
World(om, Inc. Data Concourse. Having infroduced application-specific AIM technology to customers in 1993, il
our company has remained ot the forefront of meefing customer needs with thi leoding edge fechnology. |l

In 1995, WorkiCom, Inc. created o new enhonced service data network company, GridNet Infernational. K
GridNet, o majority-owned subsidiary of World(om, Inc., offers user-oriented solutions in the switched- il J
access market, Its products are aimed of cusfomers requiring payment or tronsoction processing, ond ], I
others requiring high-speed X.25 or Infernet Protocol diol occess. 1811

Our international frame relay network confinued fo grow in 1995 with the turn-up of odditional J i
nodes in Poris, france, ond Sydney, Austrlia, complementing our other locations in Europe, North America |
and the Pacific Rim. In oddition, we signed on agreement with Infersys Mexico, S.A. de (V. fo inferconnect Iy
our WilPak frame relay network fo Intersys’ InterVon frome relay network, and an ogreement with 1 Sty
Mitsubishi Hleciric Information Network (orporafion fo establish a new Japan-fo-U.S. infernational public ' ”
frome relay network. ‘l;

We made our infernational felecommunications services more affroctive than ever when we lounched T'
Worldforce, our most flexible infernational calling plon yet. It offers business customers the opportunity fo l'|
select the country group of their choice for the best available rates. "'

WorkdCom, Inc. extended its actvfies info space as well In une 1995, WorkdCom, Inc. provided globol /
communicotions links between ground controllers in Moscow and Houston and astronauts and cosmonauts
aboard the space shuttle Atlontis and Russio’s Mir space station.

Becouse of our vast array of new product offerings, inchuding highly odvanced data services and an '_i'
extensive infernational network, WorldCom, Inc. can offer complete packages of telecommunications services kY
o meef the needs of even the lorges!, most demanding business customers. In 1996, the primary focus of '“-
our scles force will be direcled foword medim- ond lorge-sized businesses. We plan fo signiicontly 11,
increase the number of soles professionals dedicated to reaching such major accounts, and to enlarge H
our astomer support groups fo expond and mainfain strong relafionships with major customers. il

The passoge of the Telecommunications Act of 1996 has mode it possible for World(om, Inc. fo form
business associations that should prove profitoble for our company in the yeors cheod. In the first quarfer
of 1996, we have signed ogreements fo provide long distance telecommunications services to GIE Long
Distance, Ameritech (ommunications, Inc., and Southwestern Bell Mobile Systems, Inc. We ako enlered into
an ogr- ement lo become o major provider of data felecommunications services for DS, the globol
information services company. These ogreements demonstrate that World(om, Inc. is well positioned fo take
advantage of business opportunities in the rapidly changing felecommunications marketplace.

Ako in response to the changing regulatory environment, World(om, Inc. has filed applications with
public utility commissions in several states fo offer cusfomers a full range of local telephone exchange
services, an important capobility that will serve as o complement fo our national and international service
offerings. To date, we have received permission fo provide local service on a resale basis in (alifurnia,
(onnecticut, Horida, llinois and lexas, and we have opplications pending in ofher staes.

lo further emphasize our expanding role in o variety of markets, in December we signe | o
multi-yeor ogreement with Michael Jordan to help promole the company’s services as World(om, Inc.'s
spok-esman. Jordan, the best known sports figure in the world, is expected fo be instrumental in increasing
the company's clready strong position in the consumer debil card market, while heightening our visibility
both in the United States and internationally.

We are excited about our future in the ropidly changing globol felecommunications markel and are
dedicated to copitolizing on the many opportunities it holds for World(om, Inc.

We oo iskeodiond Aeyrchronoms Jransfer Mode: (ADM) Swikch-fo-Swikh service, which allows ] h'




FIVE PERCENT OF THE LONG DISTANCE MERKET IN THE

LINITED STHTES MAY SEEM AN INSIGNIFICANT SHAMRE,

comerARED TO THE 16 THree — ATET, MC) AaND

SPAINT. BUT IT MARKS A SIGNIFICANT SHIFT.

TN THE PFAST YEAR, LWoALDCOmM, INC. HAS RESHARPED THE

LONG ODISTANCE MARKETPALACE. HEDEFINED 17. ITIADE EVERYONE TRAHE NOTICE.

TooAy, INorLoCom, INC. OFERRATES ONE OF ONLY FOUR NATIONWIDE FIBER-OFTIC

NETWORKS: THE COMPANY 15 AN INTERNATIONAL LEADER 1IN FRAME MELAY TRANS-

MISSION. FINDO IN FRACTIONAL T-1 AND SWITCHED T-X s@AVICE. AND ASYNCHRONDUS

TRANSFEA MOODE TECHNOLOGHES. AND 1IN INTEGRATING SATELLITE NETWORKS.

HuUuT AS MUCH AS ANYTHING ELSE, LWORLOCOM, INC. 1S A mMAIOR FORCE

HECAUSE OF AafrrroxmATELY B,000 suPPOATING FLAYERS. THE SALES AND

CUSTOMER SEAVICE PRAOFESSIDNALS WHD HAVE ENAELED THE COMPANY TO ACHIEVE

DOUELE-DIGIT INTEANAL GRDWTH EACH YEAR —THOUGH THEIR BEUSINESS 15

TELECOMMUNIERATIONSGy THEY GTILL TAHE THE TIME TO DELIWVER OLOD-FABHIONED,

FPEASONAL SEAVICE. AND THE ENGINEEAS AND TECHNICIANS WHDO HAVE HELFED

WorLoCom, INC. EARN A REFUTATION fFOR UNGURPASSED AESFONSIVENESS AND

HELIAEILITY — A REFUTATION ON WHICH ALL DUR CUSTOMERS DEFEND.

THREOUGH THEIR £EFFORTS, AND THUSE OF OTHER

WoRLDCOm, INCe PEASONNEL ARDUND THE WORLO, THE

Hio THREEZ HAVE BECHN JONNED &Y A FenruomeE FoumT.

THERE'S A NEW KID ON THE ELOCH. DR, PERHAPS WE

SHOULLD %Ry, ONE VEHARY PFOWEAFLIL GHNAT,.
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IN TELECOMMUNICATIONSy AS 1N BASHETHALL, WORLDCLASS

TEAMS AREN'T MAGICALLY @0RN. THEYYRE mMADE. THEY'ARE

ASSEMELED PATIENTLY. YET OPPFORTUNISTICALLY. LWITH

OELIEHEAATION YET DECISIVENESS.

FOLLOWING THAT APPROACH, WorRLDCom, INC. EXFLODED

INTD THE INTERNATIONAL ARENA A5 A SUFERSTAR N IHNCHRENGINGLY FOWEMFLIL

COMPETITOR 1N AN INCREASINGLY IMPORTANT, INTERCONNECTED (AnD vERY

FROFITAELE] TELECOMMUNICATIONS MAARKETFLACE,

By THE EnD OF 1995, THE COMPANY AANHED AS THE LAAGEST OVERSENS

PRIVATE NETWORK SERAVICES PROVIDER 1N THE LINITED STATES, wiTe mOomre Temn S0

PEACENT OF THE INTERNATIONAL PRIVATE LINE MARKET. FROM LMESTEARAN EUuROPE

ANO THE PRciEic £im TO EMEAGING MARKETS 1K HussSia AND NEWLY DPFENED

FRONTIEARS W Cuge, LWoRLODCOM, INC. HAS GAINED OFEARATING AGREEMENTS IN

more THAN SO0 COUNTRIES — GIVING CUSTOMERSG MCCESS TO VIRTURALLY THE

ENTIHE WORLD AT COMPETITIVE AATES. THOSE CUSTOMEMS ENJOY A COMPLETE

ARAEAY OF SEAVICES: PRIVATE DIGITAL VIDICE, ON-LINE TRANSACTION DATA, GLOBAL

INVENTORY CONTROL, PRE-PRESS DATA DISTRIEUTION, HIODH-SFEED FACSIMI E

TRANGMISSI0N, @ULK DRTA TRANSFEAR,; AND VIDED CONFERENCING,

HAs THE TREND TOWARD DEREGULATION AROUND THE

WORLD \WERENGES, WorLoC am, INCHS INTEARNATICINAL

PRESENCE WILL CONTINUE TO EXPPND. THE @ALL, AS

MicHAEL JOoRomn mMIGHT SAY, 15 TN OUE COUAT,.

JUST WHERE WE LIHE 1T.




Hy mOnT DEANITIONS, WO OCom, INC. 15 A LONG
MSTANCE CARMRIEA. EUT, ESFECIALLY WHEN YOU EXAMINE
TeifE EXTENT ONDO CAPARILITIES OF 1ITS NATIONWIDE

DIGITAL NETWDRHK, 1T MIGHT HE MORE AFPPFROFRIATE TOD

DESCIIEE THE COMPANY AS A LONG DISTANCE HUNNER,

worLoCom, INCSS OWNED FIRER FACILITIES, AFTEAR ALL, AUN MORE THAN

PHEIEI] LS DD N TS MICAOWAVE THANSMISSION FACILITIES AND THE

COMPANY'S OIGITAL NETWORK AUNS MORE THAN 15,000 miLes.

FAND WwiTH ACCESS TO ANOTHER 0,000 ROUTE MILES OF FIER, THEREYS AMPLE

CARFALCITY TO EXFAND.

T WEE™ THACH OF 1T ALL, WoRLDCOmM, INC, POSSESSES THE WOMLOYS MO%ST

ADVANCED TELECOMMUNICATIONS MONITORING SYSTEM THAT DVEARSEES THE

FUMCTIONAL TWTEGRITY OF EVERY MILLIMETER OF THE METWDOMRKH,

EvEN MOAE THAN FIBER OPFTIC CABLE, HOWEVER, WORLOLOM, INC. AUNS ON

BN ATTITUDE — AN UNWAVERING COMMTMENT TOD PROVIDE THE BEST SERVICE, AT

THE MOST COST-EFFECTIVE ARATES, TO THE MOST AEWAADING SECMENTES OF THE

LONG DISTANCE MARKETFLACE.

50 vOu CouLD sAyY THAT WorwnCom, INC. cAN

AUN WITH THE EEST AND BIGGEST OF THEM. BUT THE

REVERSE 18 EQUALLY TRUES DNLY THE ®IGGEST CAN

STAY UPF WiTH WoALoCom, INC.
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Selected Financial Data

THE FOLLOWING 18 A SUMMAR”Y OF SELECTED FINANECWL OATA OF THE CompaNY AS OF
AND FOR THE FIVE YEARS enoen Decamaer T, 1985, THE HISTORICAL FINANCIAL DATA AS
or Decemaen 1, 19595 AND 1984 AND FOR THE YEARS ENOED Decamaen X1, 1985,
ISEIQ. AND 1993 m HEEN DEMIVED FAOM THE HIBTORICAL FINANCIHIL STATEMENTE OF THE
:nmuv. WHHITH FUNRNCIAL ‘mlmm HAYE BEEH AUDITED AY ARTHUR ANcErsENn LLF,
imﬂnm PURLIC ACCOUNTANTE, AS lnm:u'rm N THEW ﬂlm'r INCLUDED €LSEuwHERE
uuum. m REFORT OF ARTHUR FANDERSEN LLF O THE CONSOLIDATED FINANCIAL
5mm oF THE ComPRNy Al OF AND FOR THE THRER veans EnoED Decemaes X1,
155"5 REFERS TO THEIN RELIANCE ON THE REPDRT OF OTHEA RUDITORS IN AENDERING AN
or:mcm DN THOSE FINANCIRL BTATEMENTS: THIS M‘r'ﬁ_-ld-lauLf.! @E AREAD IN COMIUNCTION WiTH
“MEANAGEMENT'S DNIGCUSEION AND FANALYEIS OF Flllllﬂ#lICl!L CoNDITION AND RESULTE OF
Dﬂnmnm"‘ AND THE Comeanv's CONSOLIDATED FINANCIAL STATEMENTE APPERRING
ELREWHERE 1N THIS DOCUMENT,

I..O.l..'...’l'...l..-l'........l...D_.,....l...".'ll'..l.

TEARY ENBED DECEMBER 21,
‘lm._ 1994 1993 1962 1901

AATIO DF EARNINGE TO COMEINED |
WA EHEMGES AMD PREraMa
:.'mm ONIDENDE e aan 0.1% 4141 1400 281

DEFICHENCY OF GRRNHINGE TO

COMBINED FEED EHARDEE AND v
FREFERAED BTODH DIVIOENGS Tt | - % M s - 8 -5 -

-

L

L]

-
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ncome (Louk) acrone : s
EXTARDADINARY TTEM mﬂ (122,158) - 12480 8344 s
EXTRADADINARKY TTEM - {7.048) {5.800) (1283) »
Nt wcome (voss) I?.ﬂ (122,158) 118,372 2544 38509 e
PrEFLRRED GIIDEND .
AEOUIMEMENT - 33181 27,766 11,683 212 - :
ENRNINGS ﬁ-ﬂ‘lli ren m mﬂ p
Income (Loss) .
MEPOAR EXTARDRDINARY TTEM -~ -
Frimaay 130 {0.85) 0.2 0.08 0.39 :
Fuly OnuTEs \F ] (0.85) 0.80 0.06 (b

Net weome [Lous)— - .
Smimpay ~ i 1.30 {0.95) 0.7 0.00 037 =
FulLly oiluTeo. s 128 (0.84) ors 0.00 oar :

Nt weome (Loss) seronre srecin b
DIVIDEND PAYMENT TO Semes 1 re
FREPEARED BHANEHOLOEAT J bt
Pimany : 137 {0.95) 0.76 D.oo 037 o
Fully onuTED 138 {0.95) 074 0.00 [
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ment’s Discussion Ill?lll
Financial Condition and Results of ﬂlﬂlﬂll!

THE FOLLOWING ml:u:ilﬂn AND ANALYSIS RELATES TO THE ﬂuﬁm:ml. CONOITION AND
RESULTS OF OPERATIONS OF T™HE Cnmﬂmv FOR THE Tﬂﬂll YEARS ENDED ‘Decemaen X1,
1995 aAarTeEr CIWING EFFECT TO THE ‘D. MeroEm, WHICH ﬂﬂl ACCOUNTED FOR A A
POOLING-OF-INTEMESGTH. THIS mmmmn SBHOULD &E MERAD IN CONJUNCTION WITH THE 1
“SeLecTEn FinANcIAL DATA™ AND THE Comrany's CONSOLDATED F‘IHQHC‘I-HL E‘Nl?lﬂlllﬂ'l
APPEARING ELUGWHEME N THIS Hm;umlu'r-

General

Tre Comrany's @mrHAtIE ON ACDUISITIONS «AE TRHEN THE Cwnuv FROM A _SmAaLL
ARECIONAL LONDG DISTANCE CRAMRIER TO ONE OF THE LAROEST LONG omm Y
TELECOMMUNICATIONS COMmeaNIED Iﬂ 'ﬂ-ﬂ mmltﬂv. SEAVING :ui?ﬂmlﬂi Qﬂm‘ﬂ:ﬂl.u' AND
INTEANATIONALLY. TrE Comeany's n_mnﬂunsl Have nnmpu BIGNIFICANTLY IN EMCH YRR OF
ITS OPEARATIONS HS A AEBULT OF INTERNAL GROWTH, THE SELECTIVE qcn'ummnu OF SmALLE
LONG OISTANCE COMPANIES WITH LIMITED GEOCAAPHIC SEAVICE RAEAS AND MARKET mq.
THE CONSOLIDATION GF CERTAIN THIRD TIEK LONG DISTANCE CARRIERS m‘m ARGER MARKEY
BHARES, AND INTERNATIONAL EXFANSION. ] !

On Januaay S, IHBH. Tre COMPANY COMPLETED THE ACOUIBITION DF THE NETWORK y
SEAVICEN OPEARTIONS OF WILLIAMS TELECOMMUMCOATIONS GROUP, INCe (PUWILTEL™), » s
suasIomaY 0F THE WiLLAms Comeanes, Tnc. (PliLLiamen), ros areroximarely 12.5
& on 1IN cASH (THE *LUNCTEL ACUISITIONT). THROUGH THIS PURCHASE, THE ComPaNy
ACOUIRED A NATIONWIDE COMMON CARRIEN NETWOMRK OF AreroxImATELY 11,000 miks or
FIREM OFTIC CARLE AND DICITAL MICHOWAYVE #ACILITIEN. Th;l I.I.It'l.Tll.l ﬂ:wlnman WA
ACCOUNTED FOR AE A rmq—m TAANGACTION FOR FINANCHAL ﬂm PURFOLES. THE
FUNDS PAID TO WILLIAMS WERE DETAINED €Y THE COMPANY UNDER NEW CREDIT FACILITIES
ENTERED INTO ON DEcemadn &1, 19594, Sag NOTE 4 DF NOTES TO ConsouonTen
FINANCTAL STRTEMENTS. ; W

THE COmPRNy's LONG QISTRNCE ﬂm AR CEAWVED FROINCHPALLY FAON THE
NUMEBER OF MINUTES OF Use BILLED €Y THE Comeany, MNUTES EILLED ARE THOSBE
CONVERSATION MINUTES OURING [Tl =2] " ml. 16 ACTURLLY CONNECTED AT THE ComPaNy's
SUWITCH (EXCEF © FOR MINUTES OURING WHICH THE CUBTOMEN RECHVER A @UBY SIONAL DN

THE CHALL 16 UNANSIERED AT ITHE DESTINATION): THE COMPANY'S PROFITARILITY 18 OEFENOENT

UPFDNy AMODNG OTHER THINGSE, ITH SRILITY TD ACHHIVE LINE COSTE THAT A 1...'.:- THAN TS :
AEVENUES, THE FPRINCIPAL COMPONENTS OF LINGE COSTS RAE ACCERS CHARGES AND TRANBIORT
CHRRGES, FCCESS CHARGES ﬂ-ﬂl EXPENBES INCURRED @Y 1XCH PFOR ACCEREING THE LOCAL
NETWOAKS OF Tee LECS IN ORDER TO ORIGCINATE AND TEAMINATE CALLE AND FAYMENTE
maDE To FTTa TO COMPLETE nf'rlilllnnhm.'ﬂl. CALLE MADE FROM THE .S, TRANSFORT
CHARGES ARE THE EXFENSES INCUMRED N TRANSMITTING CALLS @ETWEaN o wiTkin LATAS.

THE MOBT SIGNIFICANT FORTION OF THE COMPANYYS LINE COSTS 16 ACCEES CHARD &
WHICH Aag HIOHLY RECULATED. THe FCC REgULNTED INTERNATIONAL COMMUNICATIONS

BERVICES AJD INTEREBTATE Tw "ﬂﬂtt AND CERTAIN BTATES, THRDUGH THE

APFROPRIATE REGULATORY m. ﬂm mnuu TELEFHONE SERVICH.
ACCORDINGLY,y THE ComPany mm PREDICT WHAY EFFECT CONTINUED SEQULATION ANO
INCREASED COMPETITION RETWEEN LECS AND DTHER TXES Wikl HAVE ON PUTURE ACCRES
CHARGES. HOWEVER, THE COMPANY BELIEVEN THAT 1T WILL @E AELE TO CONTINUE TO AROUCE
TAANSPFORT COBTE THROUGH EFFECTIVE UTILIZATION OF 1TE NETWOMM, rw CONTRACTS =~
WITH CARKIERS AND NETWORK EFFICIENCIES MADE FOSSIELE AS A RESULT OF EXPANEION or
THE COMPANY'S CUSTOMER EASE &Y ACOUBTTIONS AND INTEANAL GADWTH.




On Frarunary B, 1996, PRESIGENT CUNTON SIONED LEGIBLATION, THATS Will, WITHOUT
LIMITATION, PERMT THE B Dreraning Comermas (Tee “80OCS") To FROVIDE DOMESTIC
AND INTERNATIONAL LONG DISTRANCE SERVICES UFON A FINDING GY THE FCLC THAT ThE
FETITIONING B0C HAS SATISMHED CERTAIN CRITERIA FOM DFENING UF ITH LOCAL EXCHANGE
NETWORK TO COMPETITION AND THAT ITS PROVISION OF s.b'n'u-a;l'itﬂ'e_qﬂ. BEAVICES WOULD
FURTHER THE FUBLIC INTEREST] REMOVES EXISTING lnﬂltl'ugn TO ENTRY INTO LOCAL SERVICE
mARHETE] l'Ww CHANDGES THE MANNER 1N WHICH CRRFER-TO-CARMIEN ARRANGEMENTS
ARE RECULATAED AT THE FEOERAL AND STATE LOVEL] ESTARLISHEN PROCEOUAESE TO AEVISE
UNIVERSAL SERVICE STANDARDE] AND, ESTARLIGHES PENALTIES FOR UNAUTHORIZED SWITCHING
OF CUSTOMERS. THE ENACTMENT OF THIS LEGISLATION HAS MADE 1T FOBEINLE FOR THE
COmMPANY TO FORM GUSINESS RBEOCIATIONS TO PROVIOE LONG CINTANCE TELECOMMUNICATIONS
SEAVICES WITH CERTAIN LEC'I AND Tl ComPany uum TO FURBUE REEALE OF LOCAL
SEAVICE 1N THOSE MARKETS WHERE 1T 18 l:rm ECONOGMICALLY AND TECHNICALLY, FERS)IRLE,
WUHILE THE EFPECTS OF 'mu LEGISLATION ON THE Comeany AIND THE INOUSTRY REMAIN
UNCERTAIN, THE ‘Comeany tmn THAT 1T 16 FOSITIONED TO TAKE AOVANTAGE OF BUSINESS
OPFORTUNITHES IN THE ﬂnll'lnl.'v CHANGING TELECOMMUNICATIONS MARKETFLACE.

1IN THE rqqrr uum oF 1996, THE ComPaNy SIGNED AGREEMENTSE TO mmnnu LONG
oisTANCE Tlmmmmnlﬁhmqn serviceEs To GTE Long DisTANCE, AmemTecH
COMMUNICATIONSy hﬂ:.. AND SpurvuesTeAN oLl MomLe Sysvems, INC. WORLDCOM ALSQ
ENTEMRED TNTD ﬂu mtmur TO @ECOME A MIUDR SROVIDER OF DATA TILI:WUN'C“T"“N-
services ror EDS, A GLOGAL INFORMATION SERVICES COMPANY.

AoOMOoNALLY, Hl ,lm TO THE CHANGING um.nmm ENVIRONMENT, mmﬂcﬂl“
HAS FILED APFLICATIONS WITH FURLIC UTIITY COMMSHIONS 1N SEVERAL STATES TO OFFRA
CUBTOMERS A FULL RANGE OF LOCAL TELEPHONE EXCHANGE SERVICES: AN IMPORTANT
CHAPABILITY, i'-?m WILL BEAVE AR A COMPLEMENT TO THE COMPRANY'S NATIONAL AND
INTEANATIONAL BERVICE DFFERINGS. TO DATR, WonLoCom HAS RECEIVED PERMSSION TO
PROVIDE LOCAL SERVICE ON A KESALE GRSIS 1N CALIPORNIA, CONNECTICUT, FLORION,
ILLINDIE AND TEXAE. :

THE FOLLDWING THELE SETS FORTH FOR THE PERIODS INDICATED THE COmMPRANY'S
GTATEMENT OF OPERATIONS AS A FERCENTAGE OF ITH DFERATING MEVENUES.

!-lll.iil.i.l.t..'.l.l-.ll.....'I'.l.....'l"'?'.'.".......
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* Live conts g 54T 052 Ba
: SALLING , GENERAL ARD mum 181 [ 187 :
8 [IEraEcinTIOn ANG AMOATIZATION. 1] 14 89 .
® [wecT mesoEn COBRTE, ) &k |
®  RENTRUCTURING AND CTsEn CHARGES — oy 04 »
® OraRATING INCOME 188 an 182 :
s Omwan mcome (Exeeuse) -
. INTEAERT ERPENDE (L] @1) 24) o
* SHARGHOLOER LITIGATION BETTLEMENT L - {3.4) e
IncomE [LOWR) GErFORE INCOME TRAXES ) il i
o AND EXTANORDMRAY ITEM kL 2.2) 2 9
o PHOVNION FOR COME TRAXER 7 . 33 58
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Yesr Ended December 31, 1805 Vs. Yoar Ended December 31, 1094:

Revenues For 1995 wCREASED EI-H& To $3.64' @ILLIDN ON 15.!‘! ALLION m
MINUTES AS comearen To $2.22 mu.u:au oN ln.!'l' MILLION lt-v:uuu MINUTES FOR I“‘-I.

On A FRD FOAMA @ASIS, AS THOUGH THE m:wmmu of WhuTeEs ul:l:uﬂllln AT THE
BEGINNING OF 19894, MEVENUES AND TARFAIC FOA I!H’E NCREASED 15% AN !Bﬂq lltll'll:
TIVELY, COMPREED WITH FRO FORMA REVENUES oF Q!-ﬂ? mlon on IH.BI:I |LLION nm
MINUTES FOR 1994, REVENUE GROWTH FOR :59! s DRIVEN BY STRONG num .
FAOM THE COMPANY'S RETAIL AND WHOLESALE mn BEAVICES DFPFSET, 'IH'IMNIFMY ar
DECLINES N OFERATOR SERVICES ﬂMuul. SUNTCHED METMIL mum AND TRAFFIC SOBE
1B% AND Z2%, RESPECTIVELY. WIHOLESALE nmm_:n_ AND TRAFFIC AOSE 2B% AND _‘+_‘nh
RESFECTIVOLY: DPFERATOR GERVICES REVENUES AND TRAFPIC mlﬂllnﬁﬁ AND 1’9‘. '
REGFECTIVELY, YET SREPRESENTED LERSE THAN E!? ur TOTAL Comeany nm- rﬁi_‘t‘ﬂﬂﬂ.

PHIVATE LINE AREVENUES FOR 1995 ALSD AREFLECTED FOBITIVE GROWTH, INCRERRING
21% oves 1994 PRO FORMA RESULTS DUE TO GAOWTH IN cummmm. INrEnNEY t'ulth_iul
AND OTHER FEAME AELAY APFLICATIONS. 3 iy ;

LINE COSTSE AS A FERCENTRAGE OF nmuun m-u“n TO 9""-7‘ IN lﬂgﬂ :maln
To E5.2% FOoRr 1994, THESE DECAEABES nRe n‘rrltm.rrml TO EHANGES IN FRODUCT MK,
MATE AEDUCTIONS ARESULTING PROM -umm mﬂfﬂﬂl.'l' “ﬂnﬂﬂmﬂﬂ AND lm :
AND ECONOMIES DOF SCALE RESULTING Fﬂﬂll HITII.IDH* lﬂ"ll:‘llﬂcm ncmm !m 'I‘HI
ABSIMILATION OF THe 10E MeroER AND THE LWILTEL ACOUISITIDN INTD THE cm»wn
CFERATIONS. FADDITIONALLY, 'rﬂnumu THE WiLTel ﬂt:bul-!rmu. THE COomPANY HAS REEN
AHELE TO ACHIEVE FURTHER umﬂm tm uqmn WITH ummuu mcwum
NATIONWIDE FIBER OFTIC CABLE NETIORK AATHER THAN m-m__-mm CAPACITY FACH
OTHER FROVIDEAS AT A HIDHES CORT ] ) : IS :

SELLINGy GENERAL AND num-mrrunml ["Iﬂll'l!l ExPENsEs ronr 1995 INCREASED TG
$SEGO.1 miLuion oR 18.1% oF mum nl W 'tn lH!EH hllu.l:m OR. 18,4% oF -
ARVENUES fFOR 1994, THE INCRERDE 1IN III-I-M. mlﬂﬁl.. aAND ﬁmmﬂ'ﬂ“ m'll
RESULTS FROM THE COMPANY'S EXFANDING mmm. PHIMARILY THROUGH 'ruh LT
FACQUIBITION AND INTERNAL GROWTH. THE “:ﬂﬂn“ N nnm Hl " ﬂﬂ!mm =
AEVENUES REFLECTE THE H‘IIIMIIJH"I"IGH Dl‘ Hitl‘n"l‘ H:ﬂuﬂm‘ INTO THE KWI
STRATEGY OF COST CONTHDL. s

DermecmTiONn AND ﬂmnuﬂ:ﬁﬂdﬂ m ros 1885 woagaseD TO 'lel.l -m.ul‘.m
or B.6% oFf REVENURS #ROM !IEI-E MLLION Of 744% ﬂ# REVENUES FOR HIBH. T
INCHEASE MEFLECTE DEFRECIATION AND mnznﬂun u-l ‘I‘Hl ﬂumms. m'rv m
EQUIFMENT AND GOODWILL FROM THE I.I.I'iLm ﬂmmnu. ’ ¢

INTEREST EXxFEnGE 1N 1995 was s249,1 Illll..unﬂ on li-lﬂ or nwnnull.
comeARED TO $47.2 miLLoN DR E.1% OoF maveNues 1IN 18994, Tnl. INCREASE TN 1H"rlllll'r
ExFENEE WAS DUE #RIMSAILY 'I'D HN' INCHEASE 'IH TeHE AVERMGE DEST nmmnmm aY ‘I"ﬂl
ComPaNY TO FINANCE THE l.un."l"ll. ﬂmmm FLEO, HIGHER INTEREST AATES uuﬂc w
CFFECT ON THE COMPANY'S LONG® 'rtm DEaT, MEPLECTING +IGHER mmmnl m*rlltl'l’
FATES 1N THE MAAKET CENEMALLY. 'FM THE "Ml ENDED DICIM'N 3!- Iﬂ“ m l.!"h
WEIGHTED AVERTIGE ANNUAL INTEREST RATES Mﬁ! T:E% AND E.Eﬁ. n-mv. Fonr
THE vEARS ENDED Decumaes ' m. 1985 mu: lllili. mtmu'rlu AVERAGE mum. LEVELS ©#
MOAROWING WERE $T.5] EILLUION AND. I'J'QE.B MILLION, SEBPECTIVEI Y, e

THE EFFECTIVE INCOME THX ﬂm FoRr 1955 wAs !'H o ml:mnl llloﬁq TARES
VERSUS A 19894 maTe 1N EXCESS n!' iﬂulﬁ. Tu¢ lﬂ!! GFErEcTIVE faTe of 39% INCLUDES
THE EFFECT OF A $7.0 MILLION DECRERSE 1N THE COMPANY'S VALLUATION -N..u.lwu. Tesim
VALUATION ALLOWANCE DECREASED DUE YO THE COMPANY'S AELITY TO UTizE NeT et
OFEARTING LOSSES THAT MGMT Mﬂ nwwusw CETERMINED WOULD Hﬁf ll U'l'll-m
UNDER A “MORE LIHELY THAN NOTY SCENREID. "l'l-uu 15 MEINLY ﬂﬂmm.muu 16 THE
FHOMTAZILITY OF INDIVIOUAL mﬂ-r‘rmn AINITE I ),QIS. Tra ﬂnqnmmn VRLUATION

-



nmmmuw Decemagn m!sas in S10L.7 miLLION. THe unu-unugmu INCDME
Tax AATE 1N 1994 WAS DUE TO FERMANENT TTEMS NOT DEDUCTIELE FOR TAX FURPDSES A5
WELL AE A $SE0.0 MILLIDN VALUATION ALLDWANCE PLACED, DN THE DEFEARED TRX ABSET IN
CONNECTION WITH 106 MET OPERATING LOSEES.

N THE THIRO QUARTER OF 19895, METROMEDIA CONVERTED ITS SEMES | PRererneD
STOCH INTO EJ,.B?H.H‘?B SHARES OF COMMOoN STOCH AND EXEACISED WAKNANTS TO
acoune 2106876 sHanes OF Cammon STOCK AND IMMEDCIATELY SOLO YTR FOSITION OF
0,849,548 sHARES OF Cummuﬂ SrOCK 1N M FURLIC DEFERING. | CONNECTION WITH THE
PAEFERMAED STOCK CONVERBION, WoRLoC oM MADE A NON-RECURAING PAYMENT OF 815.0
MILLION TO mutmmn. REPRESENTING A DISCOUNT TO THE MINIMUN NOMINAL oIvVIDENDS
THAT WouLo 'l-m REEN rn.'mlu ON THE SEmas 1 F'uu-umtt:: GTOCH PRIOA TO THE
SerremaEr 15, J.EBE mnm. CALL OATE OF mnm:muu- $Z6.B miuuion (wency
AMODUNT mcr..unll nu mm PVIDEND HII:IUH!IMI.N"I' ur i.?.ﬂ.s MILLION #FLUS ACCRUED
OWIDENDS ';n sucH :-n.l. nmd ;

Na&T m:qm nnumu TO commoN .mlum.mnn lulu $2324,.5 mLuuoN For 1995
vERSUS A S148,8 mMILLION LOES TN THE COmPARARLE l!!l"ll rERI00: DFEAATING MEGBULTS
FoRr 1995 INCLUDE ThE NON-RECURRING FRYIMENT OF $15.0 miLLion To MeTApmEoiA,
EXCLUDING THIS PAYMENT, EARNINGS Fm 15155 WouLD HAVE BEEN tzug.s MILLION D&
SL,BE FER mmmn SHARE.

M[ﬂ“ﬂ 1984 V. Year Enfod Decomber 31, 1083:

Revenues mg:-muun By SO.6% 1o $Z.22 ®iLuoN 0N 10.97 #iLuoN MEVENLE
MINUTES 1N 1989 rrom $1.47 mLLION ON G.9% S1LL0N REVENUE MNUTES W 1998, Tue
GVERALL NCREASE 1N TOTAL REVENUES WA FAIMARILY ATTRIIUTABLE TO THE INCLUSION OF
A FULL v:ml'l nnlnu-- FROMmM T+E 1893 AcouISITIONS Of DhaL-NET, MCC, ResuscEns
AND TET nnu INTERNAL Miomn. Ser Note € oF NoTes TO ConsOoLDATED Huﬂumm.
s-r!rr:mm'm. e B

LINE COSTS INCREARED FROM $8B1L.5 miLuoN N 15393 1o $1L.4 guos In 1984, ‘rmu
INCREASE 1S DUE TO INCHEASED THAFFIC VOLUMES, PARTIALLY OFFGET @Y NETWORK
EFFICHENCIES AND HATE MEDUCTIONE RESULTING #FHOM FAVORAGLE CONTRACT MEGOTIATIONS.
Fla A PEACENTHGE OF REVENUES, LINE CCETE INCREAEED 0 5S.2% iN 19599 From 58.8%
w1993, Tens INCRERSE Ilhmmurum 1O THE CHANGE IN PRODUCT MIX INCLUDING
NECRERSED rrrrmnnﬂomlt. ﬂlmﬂm WHICH CARAIES HIGHER LINE COETE: ADOITIONALLY
108's mmm- petrzasED N 1994 A5 1DE was unABLE TO DELIVER ALL OF ITE INGOUND
TARFEIC OVER 1TS l::lﬂl'an:I- ﬂ-‘inu-rjl: AND HAD TO USE GTHER CHRAMIENE AT A HIGHER COST
TO DELIVER THIS OVEAFLOW TRARFFMC, ‘Auso w1984, 108'% crRRIER REVENLIE RS A
PAOFORTION OF ﬂ:ﬂ'm. INTEANATIONAL TRAFFC INCRENSED, nnn THESE RATES MAE TYMCALLY
LOWER THAN AATES CHARGED TO COMMERCIAL ::urrumut-. CarTmin OF THESE IDE cArmEs
CONTRACTE FPAOVIOED EITHEM A BREAH EVEN OR HEGATIVE MARGIN TO THE COMPEG AND
ACCOADINGLY s um TO THENE CUSTOMENS WAS OIBCONTINUED 1M Dece maga 1994,

sSGEA m:mnn o $YTEM mLGioN 1N 1E8Y erom FZYE mLoN v TS993 aNo
nE " numrmu' ﬂl:muth. THESE EXPENSTE INCREASED Tr '™ % v 198% sROm
16,7% 1 1993, .TH w&m:au N SORA Al A FERCENTAGE OF AEVENLES 1S mummn:u
0 VARIOUS. !Pi-nlurrln ONE-TIME ALIUSTMENTS WHICH mnl AECORDED tH 199y, Teese
ALIUETMENTS mm.un-ln SYCHSY MILLION T ADJUST THE Hlmﬂl*!:lﬂ rom murrmt. ACCOUNTS
AscEvAnLE, $8.0 MLLION 1N ACCOUNTING ANO LEGHL Muul INCURAED 1N CONNECTION
wiTe 'I'Hl nllmm'mnn ae 108 #Mmiod AUDITORSE AND ..IT-F MILLION MELATED TO VARIDOWUE
INVESTHENT WRITE-DOWNS AND OTHER @ALANCE BHERT ﬂt.ﬂnll-}ﬂl-l-

In 1984, YhHE COmPANY DETERMINED THAT ACIUSTMENTS TO CERTAIN ARSKTS OF 108
ununn:nirwut'-murqmu TO PROPEALY MEFLECT ESTIMATED NET REALIZAELE VALUKS.
ACCONOINGLY S THE t:&ninﬂ"n"-ﬂlmnnnn ADIUSTMENTS OF ¥4E.5 MILLON, TO REDUCE THE
CRREYING wm.pl :u- THERE BROADCART ASRETS Inmnmw INTANGHILE RESETE AND
FROPERTY AND mumm] -m THE cummd- ST llﬂmu OF THE NET ASALIZAELE

¥




VALUEs SEE Nu’! oF NoTEs YO CONSDLUDATED ann::'lm..srnrtmm. FLTHOUGH THE |
Company CONTINUES TO OFfar 1DE EROADCAST SEAVICES, SUCH SERVICER ARE NOT A FAAT
oF THE ComPANY'S CORE Cl..lllﬂlll DPFENATIONS. ACCORDINGLY,: SUBSEQUENT TD DecumEea
21, 1994, THE ComeaNyY SOLO ITS SIMULCAETING OFERATIONS AND ﬁt.ﬂqu INTD AN AOGMEE- |
MENT TO OUTSOUMCE THE :ﬁnun?mhiﬂt oF THE sfamminnGg 10E EroADcAsT nnnﬁnnnn;

As A AresuLT OF TeE 108 MeRcEn, THE COmMPANY TNITIATED PFLANS TO NEDROANIZE
AND MERTAUCTURE 1TS mﬂum ANO OFEARTIONAL ORGANIZATION nnl:' FROILITER. :
FICCOROINGLYy THE Camemmy cnqn:ilo TO OPERATIONS 1N 1954, THE EETIMATED CONTE OF
THE 1DH MerGER AND ﬂmwmn oF $15,.0 miuLion AND $4E.7 mn,unu.
RESFECTIVELY. 1IN 19583, MI WERE AFPFNOVED TO REDuCcE TDEYs ﬁum' STRUCTUME AND TO \
imPROVE PRODUCTIVITY,. EI-JGH FLANS INCLUDED A AEDUCTION TN THE NI.IMI!H OF EMPLOYEES
AND THE DISFOSITION OF CEMTMN Iﬂl'lﬂi- 1N CONNECTION WITH THIS MN_' $5.9 mLloN
WAS CHARGED TO OPERATIONS IN 1S83. See Note 3 or NoTes T0 CONSOLIORTED :
FinANCIAL STATEMENTE. e ( _ : : 2]

DermeCHATION AND nmn-'l_trl.zﬂ'rl_nn EXPENSE, WHICH INCLUDES ﬁlrnl;i:mnu_u oF THE
ComeanNY's CALL TRANSMISSION m‘l-l..l‘l"lll.l INCREASGED TO S1EX.8 miLuoN From $101.9
MILLION 1N 1SSE oR 7% AND B.S5% OF REVENUES 1N 1S54 AND 1958, RESFECTIVELY. THE
INCREABE 'N SUCH EXPENSES WAS DUE PAIMARILY TO DEFRECIATION AND AMORTIZATION OF
THE ADDITIONAL PROPEATY AND EQUIFMENT, EUSTQMIIH lﬂl!l AND GOODWILL MESULTING
FROM RCQUISITIONS &Y THE Comenny ﬁ'umuu 1988,

INTEREST EXFENSE N 1994 mﬂir_ﬂ-ll‘?ﬂ miLLIon on Z.1% OF AEVENUES, AS COMPARED
To $35.6 mLLION OR ?.‘iﬂ OF MEVENUES TN 1993, Tins mlﬂll A5 N PARCENTROE OF
REVENUES WAS A MESULT OF lﬂvlﬂﬂﬂl. Iﬂﬂmﬂlc nucmﬁlun 'l'-H'l Comeany's l'l_iﬂﬂ‘ﬂﬂ.ﬂ"l' DF
LONG-TERM DEAT WITH FUNDE QETAHINED THROUGH THE PUEBLIC DFFraING DF 1DE common
sToCK 1n MaAv 1953 AND THE ISSUANCE @Y 108 1w AUGUST 1893 or $185.5 MILUON OF j
5% CONVERTIELE HUSDROINATED NOTES DUE Z00Z. ADDITIONALLY, A8 SOME OF THE ks
CompanY'S ACOUIBITIONS WERE FUNDED #Y A COMBINATION OF BTOCK AND OEET, THE AR
INTEREST EXPENSE HAS NOT GHOWN AS AAFIDLY AB THE REVENUES. :

I THE THIRD GUART e OF 1994, THve ComPaNY RECORDED & 876.0 mMiLLION CHARGE
WHICH REFAESENTSE AN ESTIMATED mmmﬂ LITIGATION SETTLEMENT Or $75,.0 miLuoN :
AanD $1.0 MILL'ON IN RELATED LEGHAL mlﬂ. THIE LIAILITY WAE #AD0 8Y THE camv N
AemL 1995, :

Te CoOmPANY RECORDED A ﬂlumlm FOR INCOME TAXES OF $7E.8 miLuon on A
PRETAX LOSS OF S4B MILLION 1N 1894, ﬂa.*rm:luﬂn THE Comeany a:utnm’uu " \ y
COUNSOLIOATED PRE-TAX LOSS IN I.EBHI. PEAMANENT iTEms RGGREGATING MEFROXIMATELY :
$112.0 mMLLIDON RESULTED TN THE RECOGNITION OF TAXAELE INCOME. ALSO, SECAUSE THE
CURAENT YEAA NET OPCRATING LOSS ("NOL™) cenganTen &y 10DE fRion To THE 108
MERGER MAY AE OFFSET ONLY BY FUTURE TAXAHLE INCOME GENEAATED AT THE 1DR Leve
OF THE COMPANY'S OPERATIONS, THE !:nmri;mv IlLim THAT ONLY @A PORTION OF THE ]
CURRENT YEAR NOL COULD BE UTILIZED UNDER A "'ml LIHELY THAN NOT™ ECENARIC :
Flccomoinriyy THE COmMPANY FLACED A vm.un'nnu ALLOWANCE ON THE DEFERRGD TAX WESET
ATTHIRLTAELE TO REeRoximaTELy $S0.0 MILLION OF THE ML,

Liguidity and Capital Resesrces

On January G, 1995, 1N CONUNETION WITH THE uheTeL 'Fl'l:tauwmom T l::mnmr
UTILIZHO 1TH $2,4] eLLI0N LONG-TERM CHED)T #FACILITIEN AN ﬂlmln FLL ORET UNDER THE
Company'S FPREVIDUS CREDIT FACILITIES HN-D.'II'!I-D MILLIDHN 1N BENION NOTES. TOoTAL
AODITIONAL BORROWINGS FOR 1985 wens $Z.7 ELLION. AT Decemaenr 21, 1995, Tve j
COmPRNY HAD ACCESS TD AN ADDITIONAL $251,]1 MILLION UNCER 1TH LONG-TERM CRED)T
FACILITIER. THE CREDIT Fﬂi‘."llulﬂ“,,ﬂﬂ'l comPRISED OF A 206 ill...l.lﬂi_ﬁ' BIK-YEAN MEDUCING
REVOLVING CREDIT FACILITY (THE “REVOLVING FACILITY COMMTmMENTY) AND A $1.25 @ILLION,
TWO-vEMR TEAM FACILITY (Tee *Tewem ancu-m. Daat®), Tre mAXIMum FRINCHFAL AMOUNT ]
FERMITTED TO B8 DUTBTANDING UNDER THE REVOLVING FRCILITY Cummiﬂnlm Wil aa




ﬂlnunlu AT THE END OF. tm ’nm. QUARTER; COMMENCING Serremaen 320, 1996, 1N
vmmu AMOUNTS AND THE DUTSTANGING EHLANCE MUST @E FAID 1N FULL ON Gecemacn
21, 000, Tie Team PRINCIPAL DEST MATURES N A SINGLE INSTALLMENT ON Decemaca
21, 1996, Tue RevoLvING FACILITY COMmMITMENT AND THE Team Painciea. Dear agnn
Imﬂﬂn‘r. FAYANELE QUARTEALY; AT vARIMAMLE AATES ﬁmlu Yy THE COMPANY LUNDER THE
'rﬂtml OF THE CREDIT FACIITIES, THe Comeany 148 PEAMITTED TO CHOOBE FAOM SEVEMAL
INTEREST AATE OFTIONS INCLURINGE A ﬂmt RM: FLUB APPLICARLE MARGING THE LONOON
INTEnEans OFFerinG RATe [-unnnﬁ] FLUS APPLICAGLE mnnum. on, ror THE Revouvino
FRCILITY COmMMITMENT DNLYy ANY Cnmm'rrm B0 RATE. THE APPLICABLE MARGIN VARIES
_ #wOom nu To /8% ron Eﬂl-l Rnte Gaﬂmmnnl AND 1/2% 7o 1.5% ror LTEDR Rare
tmummul FROM TIME TO mu ENBED UFON THE LOWER OF R GBPECHFIED FINANCIAL TEST
oR THE COMPANY'S LONG-TERM DEGT RATING: THE cAREoT FACILITIES ARE UNSECURED ANDO

; ulnum: COMPLIANCE WITH CERTAIN FINANCIAL AND DTHER OPERATING COVENANTS WHICH

| REQUWRE 'I’-HI MAINTENANCE OF CERTAIN MINIMUM OFERATING HATION AND WHICH LIMIT,

AMONG cm-llu THINGSy THE INCURRENCE OF AODITIONAL INDEETEONESE 8Y THE Comeany BND

| RESTRICTS ﬂ-m FAYMENT OF CRSH DIVIOENOE To WorLoCom luﬂ!tﬂnuunm See Nore 4

Ta NoTes T CONBOLIDATED FINANCIAL STATEMENTS,

™ mHumtv 18985, T0 mmcr nnm'r THE EFFECT OF mmuu INTEREST ARATES, THE
Il:ﬁmrnm ENTERED INTO FINANCIAL HEDOING AGREEMENTS WITH VARIOUS FINANCIAL
INSTITUTIONS; 1M CONNECTION WiTH REQUIREMENTS UNDER THE CREDIT FACILITIER. THE
HEDOING AGREEMENTS ESTRILIEH CAPFED FIXED RATES OF INTEREST AANGING FROM B.25%
To H-ZIZEK ON AN ACGRECATE NOTIONAL VALUE OF $1,7 @iLuon. 1 INTEREST RATES DO
ul:rr REACH THIE CAP, THE ComrANY'S INTEREET RATE REMAING VARIAELE, THESE CONTRACTS
AANGE TN gugnﬂnu FROM DNE TO THWO yEaAs WITH SAY 54 MILLUIDN MATUMING 1N EACH OF
THE YRARE INDIHI:I' 1986 ang 1997, Tha $SBYSE.M MILLION WHICH MATURED N 1996, was
REFLACED WITH A HEDGING AGREEMENT aHIcH CHPFE THE FIXED INTEREST AT T.43% AnND
mATURES 1N 1957,

THE COMPANY 16 COMMITTED TO A AMIDAITY FLAN OF RCCELARATING OPFEARTING CASH
FLOW TO HEDUEE DERT. THE COMPANY ANTICIPATES THAT THE @ASTING DERT EALANCES
INCLUDING THE S1.2S MILLON Team’ FriINCFaL DERT, WHCK mATuREs Decemuar 1996,
WILL @8 REFINANCED WITH A NEW REVOLVING COMMERCIAL BANK CHEDIT FACILITY WiTH
mria'.r..ni! TERMS, FQDITIONAL CAMTAL AVAILAGILITY, mAY SE CENEARTED THROUGH A
::nmuu-hnu OF COMMEMCIAL EANK DEGT AND FURLIC ln-nﬂut'l oeav. Sut:l:ll!m.u. EXECUTION
OF THE. ﬂlﬂuﬂ-n:mul AND THE PHIORITY FLAN WOULD PROVIDE cwmm COMPLIANCE WiTH
ncguuun OPERATING RATIO COVENANTS AND WOULD I!ummn?l ANY 'l'\'l"l OF EQUITY
numu:md oTHER -rm HQUITY 18EUED N CONNECTION WITH MEQUISITIONS, NO ABBURANCE
CAN BE GIVEN 'I“Hﬂf THE Cameany Wikl ACHIEVE 1TE PRIOKITY PLAN DR THNT ANY
REFINANCING unu.. S AVAILANLE ON TERMS ACCOPTAELE TO WomDCom.

THE c:mlrnu‘r HAS mlrpmcm.-..v u'nl..tun CABH FLOW FAOM O uua nnuu TO #SNANCE
CAPITAL EXPENDITURES NG B MIXTURE OF CAEH FLOW, . DERT AND BTOCH TO FINANCE
nmuumm. THe Comeany BhLL CONTINUE TO num.vx: FPOTENY (AL ACRUISITIONS UTILIZING
FAIMARILY. €OUITY. FINANCING UNTIL THE ADDITIONAL LEVES nue FAOM THE WiLTeL
ACQUINITION 18 REDUCED. : : ) :

Fam 15!5. THE ComraNY's CASH FLOW FROM ﬂ"ﬂmﬂl wns BE1S.7 MILLION,
INCAEASING nmm IE."LI-E.E MILLION TN 1SS ANy $1559,0 mLLioN 1N 198H. THE INCREASE
IN CABH n.mu FROM DPERRATIONS WHS PRIMAKILY ATTHIRUTHELE TO CABY PLOW FRDM
ACQUIRKD OFERATIONS, INTERNAL GROWTH AND THE BNLE OF Tel COMPANY'S RECETYRELES
"y Nﬂ'!“ qELD. : &EVG0

CHSH USED IN INVESTING ACTIVITIES 1N 1985 !m'lll.lu $3.22 aLoN AND INELUDED
$2.77 @LLION FOR mwunr'rmi AND RELATED COSTE AND $355,.8 MILLIDN DR CRMITAL
EXNPENDTTUAES. Primay CAPFITAL EAFENDITURES INCLUDE FURCHAGES o lmmﬂu.
TAANGMIBE DN, r.nmmumm AND OTHER mmm. CunmENT Iumn HETWORH
CHPTAL EXPENDITURES FOR 15936 roTaL ApeROKMATELY $2E0.0 MLLION.

M W} i A L R LA




TNCLUDED TN CABH FLOWS FROM FINANCING ACTIVITIEE ARE PAYMENTE OF $18.2 micuion
FOM PREFERKED DIVIDEND REQUIREMENTS AND $15.0 MILLION FOR THE NON-RECUMRING
FAYMENT TO MeTROMEDIA. ALL OF THE SErws | PREFEARED STOCH WAS CONVERTED @Y
MeTROMEDIA 1N FUGUST 1995 AND ACCOADINGLY, NO FURTHER OIVICENDS Will S8
AEQUIAED ON THE Semies 1 PREFERAED STOCH: A POATION OF THE t:ummv'l'. éiml =
PREFERRED HTOCK WAB ALKD CONVERTED DURING THE THIRD QURRTER OF 1985, Tee :
SGeMeEs 2 PREFERAED STOCK AEMAINING 1§ EXPECTED TO B¢ REDEEMED &Y THE COomeRNY
ouaiING 19596, AEEUMING THAT THE KECEMPTION OF THE SEMes & F'lﬁt_ltnllu, STocH
OCCURE, AS AFFROVED By THE Comenny's BOARD :nr DnecTons, on uin-um- June S,
1996, THE 19996 OWIDEND EXPENSE 18 NOT ANTICHHTED TO ExCEEO ﬂ.cl MLLION.

Ouming 1985, Tee Comeany AmMENDED WHLTEL'S ©OETING SEDLD miLGN
AECHEIVARLES FURCHALRE AOMEEMENT TO INCLUDE CEATAIN ADDITIONAL HﬂWlm aND
FAECEIVED ADDITIONAL FROCERDS DF S215.4 mLuoN. THE Company useo n-ttsi PROCECOS
TO MEDUCE m_nmﬂﬂﬂnluu ORET UNOER THE ComePaNyY's CREDIT rn_clumu AND PROVIDE
ADDITIONAL WORKING ERFTAL, Fs oF Dacameer 21, 1996, THe PURCHABER DWNED AN
UNDWIDED INTEREST N A $E08.9 muoon #OOL OF RECEIWVARLES WHICH INCLUDES THE
$295.4 MLUION B0LO: THE AGOREGATE PURCHABE LIMIT UNDER THIS AGREENMENT WAS
$300.0 mLson A Decemser 21, 1996, _

N Aemy 1985, AN ACOIMOoNAL $75.0 mILLION WaAS BEDRROWED AGAINET THE
ComPANY'S LONG-TERM CREDIT #ACILITIES TO Pay THe TDE BHAREHOLOEM LITIGATION
SETTLEMENT LIMEILITY, WHIEH A0 BEEN RECOONIZED &Y 'I'H. Comfany DUMING THE THIRD
QUARTER OF 1984,

DuMING 1995, METROMEDIA EXERCIFED ITE mnm' 1O FURCHASE M TOTAL OF 5.2
MILLION SHARES OF THE Comeany's COMMDON SITOCH UNDEM PURCHASE WANRMNTE.
AGCREGATE PROCEROS OF SEY Y MILLION FROM THEGS EXEACIIES WERE UBED TO REDUCE
THE CUTSTANOING DEET UNDER THE COMPANY'S CAEDIT PACILITIES.

FAEGENT BIGNIFICANT CAMITAL REQUIREMENTSE FOM OTHER ncqmumnul..m- Co.arnny
GELIEVES THAT CABH PLOW FROM OPERATIONS AND FUNOS AVAILABLE UNDER THE CREDIT
FACILITHES WiLL 88 ADEQUATE TD MEET THE ComrANY'S CAMTAL NEEDS FOR THE MEMAINDES
oF 1996, 159 ' :

Recently Issued Accounting Standards

N MAREH 1855, THE FINANCInL FICCOUNTING STRNDARDS Sonng FFHEB"I |llulu
STATEMENT OF FINANCIAL FICCOUNTING STANDARDS E“EFHE"] No. 121, "H:cm.mmu oR
THE IMPMIRMENT OF LONG-LIVED FISEETS AND FOR Lnuc-l..Mu Hiiﬂi 0 Iﬁ herosen
OF" THIE STATEMENT ESTAGLISHES ACCOUNTING l'rnuunﬂop FOR THE IMPRIRMENT OF LONG®
LIVED ASSETS, CERTAIN 1DENTIFIANLE m‘rmilu_li nND mu.m TO THOSE ASKETH
TO @E HELD AND USED AND FOR LONG-LIVED ABRETS AND CERTAIN IoENTIRAELE minmmq._ll
TO GE QISPORED OF. THIS STATEMENT IS EFFECTIVE FOR FINANCIAL §1ATES JNTL FOR FISCAL
YEARS BEGINNING AFTem Cecemeds 15, 1895, WORLOCOM BELEVES THAT THE RODFTION
OF THIG BTANDARD WILL NOT HAVE A MATERIAL EAFECT ON THE Eomni e r.u:'nl:u.&pnt:n
MEGULTS OF OFERATIONS ON SINRNCIML PORITION,

v Ocrosen 1995, Tve FALGE weyen SFAS NG. 1!!; "ﬂr.l:nwrmn fom Srocwx-
8ase0 ComPenNSATIONS THis STATEMENT @STRELISHES ﬂﬂml.- nn:nun'nnck AND
AEFORTING BTANDAADS FOR BTOCH-BASED EMPLOYEE cqﬁmmu PLANE AND |8 EFFECTIVE
FOR FISCAL YEARS GERINNING AFTER DecemBen 15, 1995, The Company ExPgcTs 10
CONTINUE TO APPLY THE ACCOUNTING FROVISIONS OF AIPE OFNoN 25 1N QETEAMINNG T8
NET INCOME, HOWEVEM, ADDITIONAL DISCLOSUMES WiLL 4 mrAoe TO DISCLOSE THE aSTIMATED
VALUE OF COMPENSATION EXPENSE UNGER THE METHOD ERTABUSHED &Y EFH!"‘N-uo 128,
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WARLOCEN, INC. AND FRDEIRIANLES

Gensolidated Balance Sheels

e BN LANES RSN IR ELS NSO RREEBOERSRARERERBEDS

BECEMBEN 31,
1698 1804
(18 ThousANoE B¢ DOoLLAnE,
Excart Pon Shang Dara)
ASSETS
CummgnT mesarsd -
CAtm AND CNBH COUIVALENTE § 4N $ 19250
SHORT-TEAM INVERTIENTS . - L 1,000
FICCOUNTS MECEIVAILE, NET OF PLLOWANCE
fOR ano DedTes OF $57,900 asd 852,940
nt Decamuen Xl 1955 ano 1994, mesrscTivily 4 528,78 470178
INCOME TANES MECEIVARLE : 2 17,400 R
Dereangn TAx AsnEr : : - 16,089 2,687
OTwEn CUMAENT ASBETS : . ¢ AEpa ’ 49,092 51,083
| Tore CuMmENT Aesets e X G TE 6548312 G04T4
TRANGMIEEION EOUWERENT : - 1,376,242 472,787
COMMUMICATIONS EOUIFMENT ! b 401,454 207262
FURNITURE, FIXTUSEE BHO OTHER 1
. - 2088AT2 544,265
LS~ ACCUMULATED DEFARECINTION i
£XCESS OF CONT OVER HET TANGHLE PERETE ACOUAED, 3
HET OF ACCUMULITTEN AMGNTIZATION : 4,292,762 2,010,709
LIME IMETRLLATION COBTE, NET OF ACCUMULATED RMONTIEATYON b L) 28,788
DMFERRED WCDINE TAKEN ) o 14,120

DOreEnr ALSETs

Et

LHMAEILTIES IHHD sﬂﬂﬂﬁﬂm.m" INVESTMENT
CummanT LingiLITES]

GHOMT-TERM OERT AND CUMRENT u-ruumtn OF LONO-TERM DEET §1,112.853 § 5908
FCCOUNTE PRYRAELE 137,342 138,901
FACCAUED LiNE COSTS 351,604 .. 258,063
AccAuED MESTRUCTURMG CORTS s.ams 25837
SHAREHDLONR LITIGATION AERENYE — 75,000
INCOME TR TS PRYASLE : - 11,940

(=300 1. CLmARNT unlu.rﬂli
TOTAL CUMMENT LImEILITIES
L O TEsm OREILITHES, LEES CLMaEnT SoaTion]
LoNG-TERm DENT
DEFERRED INCOME TALER PAYRELE
OTHER LINEWLITHES
TOTHAL LONG-TEAM LINEWITHS
COoOmmMITMENTS AND CONTINGENCER
GHAREMOLDERSY INVESTMENTT

Semun ) PREFERRED BTOCH, FAM yaLLE B,01 PER SeAnE]
AUTHOWMIEED y 1S8UED SN0 OUTETANDINGE NOME iy TRSS syD
1I0,H968,.70% swemes W 18084
[UQuUranTION FRErercycE OF $SYWY BIW w 1994) - 106

SEnEN i PRErERsLD BTOCH, Faa veLue 8,01 Fen punnael

FUTHOMIZED; 1SEUED AND OUTETANDING] Ly @4, DA sunees w 1995

auo 2,000,000 suanas w 1994 (GouiDATIoN FASFERKNCE DF

PELIOL w1995 Ano 950,000 w 196Y) 7 2
Prerinmen STOEHL SRR viLLE BU01 pun suanel auTHOMZED!

WEL,TES,MEE pnangs W 1805 Al IT7I0H,&1% Sennas W

199%] noNE ISEUSD LT -
cwm.mmiﬂtmmﬂmmt : )

S00,000,000 seanis] IMBLES AND OUTHTANDINGE ' ¢

192, 242,63 swanes i IBSE AD 158,643,012 sqnnem e mm 1833 1.506

EEE
1

Ci.lli!-!..iidlloti.ttt..o.ilt.ti.t-...-.t.-ttt6'.-.-'.....-........_-.‘.......-...-c

EE

FComiona. PRID-IN CAMTAL \ 1,668,310 1,772 082
ReThingn SRMNILGE - F m m
Tore -nnnmnv T— AL A TR ALK

Tl WOCOMFRMYTING NOTES FRE AN "wr:ullm. FRaT OF TEERE STRTEMENTE.
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CHRRLDEON, INE, ABG BUDIERIARIESR

Consolidated Statements 0! Operations

....l.h..‘...."_...“...l...llil‘-l.l“.l._..ll'.._'..“.'l.'.l

FOE THE TEAR ENNER DECEMBER 21,
w5 1904 1989

{in TrousAMDE, Excer? Pan Sunne Darm)

Reveren S8NWS 207 $1474357
OremaTiNG EXFENEER] 4
Livg cOnTe ! 1,062,413 1,447 633 BA1,540
BELLING, GENEARL ANO MOMMIRTRATIVE 660,149 - 432380 246,105
DEFRECINTION AND AMOATIZATION 311,288 1638028 101,850
FROVISION TO MEDUCE CRAMAYING vALLE .

OF CERTAIN ARSETS g - 48 500 -
D)nECT MmansER CORTH - 15,002 -
FESTHUCTURING WO OTHER CHARGES - 43,704 5920

Torm. T 2151087 1235 424

LIFEmATING TNCOME 678,048 69,738 280
COrven wcome (exrawns)i AT

IHTEREST EXPENSE {249,087) (47.303) {35,557

SUAMEHOLDER UITIGATION SETTLEMENT - (78,000} -

MiscaLLnneous 11,801 5223 Lo
Income (LosE) werFone wCcome TREES

AND EXTAROMGINARY 1TEm i a38,Ta7 (48,342} 200,920
FROVISION FOR INCOME THXES i g i
NET eCOmE (LDBE] BEFONE COTRADHDIMARY ITRHM 247,560 nezs 124,321
Extanoasinnny iTem (NET OF wcome Taxes or 85,638 - - (7.949)
NeT income (Losk) 267,860 (122,158) 116,312
PrOFEARED OIWVIDEND MEQUIREMENT 18,191 27,768 11,683
SPECIL DIVIDEND PRYIBENT 10

GEAES | PREFERMED BanmEs0L08R 15000 - -
NeET wcome (wosa) AreLIchELE ¢

10 COMMON BHARENOLDENS 14§ 1

Emnmins (LOss) PO COMMON Brmag—
Incoma (LOSK) BEFORE EXTRACADINRAY ITEM]

Ty ) | 130 $ (085 $ 082
FULLY GILUTED | 128 : {0.95) 080
EXTRADEDWARY TTEM - - (0.06)
NeT wcome (Losull
Ral sl 130 ©.85) ore
Fuly DILUTED 1.20 (0.85) 04
NET WCOmE (LOBS) SEFORE BFECIAL DIVIOREND
CpArmENT TO SEREE | AHEFERAED SHREHoLoER]
Primany 137 (0.98) ore

Fuy owUTED 124 (0 85) 074

THE MCCOMPINYING NOTEE RRE A INTEOHAL PALT OF THESE RTATEMINTS,
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Heinuren,

Decemasa X1, 199
ExgmciaE oF

STOCH DFTIDNS
CoNviREIDN OF

PREFEMMED BTDCH
CoNvEREION OF PREFEARED

STOCH WD Semws £

Fagrenten SToCH
CommMmon BTODH IBRUED
Common STOOH TSSUED

TO MEFUACHAGE DEET

Tox AOIUETMENT
MEBULTING FHOM ExERCISE
OF BTOCH OFTIONS

Cone ron
FHACTIONAL SBsnsen

SeANEn IRSUED
FON RCQUISTIONS

NET wWoomE

Crn OWIDENDS DN
PRAEFERAMED BTOCH

HALAMNCES,

Oecemuen X1, 1993

ExgAcIGg oF
HTOCH OFTIONS

CommoN STDCH MEBUED

Tes mOJUSTmENT
MEBULTING FROM ENERCIRE
0F BTOLH OFTIONS

SwnAaE MEUED
FOM ACYUISITTIONS

MNET LOGS

Cmis DIVISENITE DN
FHEFEMAED BTOCN

LEC TR 1 T
Cecemasn Tl, 195

Exgncine o
STOCH DFTIONS

ConvEnsion oF Samies 1
PreErerpeD STOCK

Cosvension OF Sames &
PrEremnen STocK

Trx SDITETMENT
MEBULTING FAOM ExtsCigE
OF BTOCH OFTIONS

Canm Soe
FASCTIONAL BHARES

SrnfEn 1SRUED
O ACDUNSI TN

MNET INCOmE

Cass ODWIDENDE -ON
PHEFEAMED STOEH

BALAMCEE,

Decemagn 31, 1995

NG, ARE 3}

IFIARIES

®
Consolidated SImIInls o snm:mn Investmen!

FOR TRE THNEC YEARS ENDED DECEMUER 21, 1005
Banms 1 Sarwn & . 1::=n P
AR g "
§ {in THausanos) y
— 8= = $— 5 S64014 116562 1,109 § wzm.m
L e = T i
— L LUl e 1A 298 % AT =
—~ = 200 2 00 (MW~ — ASSs0 | —
e R N — 2288 2 e~
e L R - w2 sw ., -
faiott o A 2% — 20000 ol
R L5 LSy AT Iy e al ® - ) -
10,887 109 — — 2687 282 12000 e
S o e (T - = = — 116372
- ey b V) - MR i — (1108
10807 109 2000 20 - — 153454 1595 1700714 200422
M o e A e
I | - - - 2 2 2N (8835)
A e g =1 &l R 1 1 7 | s
R s e 'r.r,‘m' -
s Ll - - - - - - (122.158)
= M I S S
W97 108 2000 0 - — — 169643 1500 1772882 52563
i e S T el e ey AL O PR
(10,887T) {1ﬁ} - -— - - BT 219 (110} —_
A ey — 1800 18 ® - -
s e an - - — e DM =
AR ST g I Y
i MR e - 0 6 Ml ~
i T i e £ a1 - | - BT
M L™ 5T T = Bt e — @t
b 3 gm0 88 e ni0s seon

THE SCCOMSRNYING HOTES BEE AN INTEGAAL FRAT OF THRIEE iwpmin’fﬁ,
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WORLOCUM, INC. AND BURRIDIANIER

l:umll!ml Statements m-cm-nm

i.lii.'l-.'.I...‘I..'...'.l'.l'l.l.l‘.........."....l.'.

FOR THE VEAR ENURED DECEMUDER 31,

Cass FLOWS FRDM OPEARTING ACTIVITHISS
MNET weome {Loss)

FOJUSTMENTS TO AECONCILE MET weome (Loss)
TO NET CREY FROVIDED @Y DFEARTING ACTIVITIAN]

EXTRROADSEMAY TTEM

Dermacinmon |

AMOATIZERTION

FPROVISION FON LONEES B-I ACCouNTE plll:!rwl-ll.l
FPROVIEION FOR BHAREROLDER LITIGRTION

FROVISION TO AEOUCE THE CARRYIMG
wALLE OF CERTAN ASEETE

PROVIBION FOR DEFEAAED INCOME TRXEN
CHANGE W AERETE ANO B
HET OF EXFECT OF BUBINENE COMEINATIONSD
ACCOUNTSE MECEIVRTLE
INCOME TAKES, NET
OTHEm CURRENT Mlvﬂ‘i +
FccmuED LiNE COSTE :
GHAREHOLDEN LITIOATION unwm
FICCOUNTE PRAYSELE AND _'
OTeEA CusREnT LINEILITES
(= E YT 4 &y
NET CRGH PROVIDED Y DPERATING ACTIVITIEN
CAGH FLOWE FROM INVESTING RETIVITHINE
CormTa. ExreNoiTURES
SnLe (PusCHmBE] OF BHONTTEAM |mmu. HET
ACQUISITONE AND RELATED COUTE
THEMEASE W INTANGIELE ARSATE ;
FPROCEEDS PRADM DISFOEITION OF OTHER PEEETE
INCHEARE 1N DTHEM ARSATE :
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LWoRLDEGM, INC. A GEDRGIN CORPFOARTION l'ulom.nr:mu" on ThE *cumrnmr'l.
ONE OF THE FOUM LARCOERT LONG DIBTANCE TELECOMMUNIEATIONS l‘:I:IMPI'lNIIIl N THE UNTED
GTATES, REAVING culmmnl OOMESTICALLY AND INTEANATIONALLY. THe Comeany mm
LONG DISTANCE T(LI&DI’I‘LMUNH:H‘ITBHI SARVICES TO IUI‘IN’I!ll CD"WH‘IIH AND OTHER
CARAMER CUSTOMERE, 1Hﬂuquu ITHE NETWORK OF FIRER OPTIC r.'ﬂll.ll. OIGITAL MICROWAVE,
AND Flllll:! AND TRANSFOATASELE SMTELLITE ERATH STATIONS, WITH SEAVICE TO P:lill'rl
THROUGHOUT THE nuﬁuu AND THE WORLD. THE PROQUCTSE AND BEAVICES ﬂr.ﬁvmn‘iv
WoRLOCOM INCLUDES BWITEHED MND DEDICATED LUNG bm‘mﬁu FABDUCTS, BIO0 BEAVICES,
CALLING C“hlt Dﬂlm I.ﬂﬂﬁl!; ocomeaTc ﬂ-ﬂﬂ 'lmtﬂmtmnm.. FRIVATE LINER, )
|roADEAND OATH |lmm:n. oUEIT CARDS, CONFERRNCE CALLING, ADVANCED SILLING
BYBTEMS, ENHANCED FAXNED AND ONTA CONNECTIONS, ‘rll..l‘\ﬂilﬂﬂ' AND IH‘DID TRANSMISEION,
AND MOaILE qml_m-u COMMUNICATIONE.

The Mergers:

On Décamars 20, 198949, WoRLOCOM, INCay ﬂutou:m R WHOLLY -OWNED SUSKIOIARY,
mERGED Witk 10& Cnmnumcnnuul Grouw, 'mr.'n .~ Dlmnu coaroaATION ("1IDE"), ANO
N CONNECTION 'rulutunm IBSUED APFROXIMATELY as.am.npu sHARES OF WORLOCOMm
COmmON BTOCH (THE "Common S*rm:u"!. mqu. oF THE uu'rmmuu swAREs or 10
commoN STOCK l['ml mog mcnun*]. In nnpmnu, WORLDCOM ABSUMED, ON A
SUBODRDINATED :umu_.-anmr,w AND SEVERALLY WTH 1DE, THE ‘oaLaATioNs OF 108 To Fay
THE PRINCHWAL OF AND INTEMEsT On $1895.5 mu.lou 5% CONVERTIELE lr.'unnmuiuq NOTES
oue ZO0F, 185uE0 8y 108, Tre IDE MEAGER WAS ACCOUNTED FOR AS M FOOLING-CF-
INTERESTE AND, ACCOMDINGLY -mt' COMPRNY'S FINANCIAL STRTEMENTS FOM FERIOOE PRIOK
70 THE 10E MEsoEe HMve iuﬂ RENTATED TO INCLUDE THE ntluL‘r- orF 108 for AL
FERIOOSE PRESENTED. 1

On Serreméen 15, 18993, # THace-WaY MERGEA occunmen wHsaey () Merromeoin 1
CommuNICATIONS l:ﬂmmuﬂ. A Oeunware corrogranon ("MECT), MERGED WITH AND
INTO RESURGENS conmuml:nnnnn Grour, INC., A ODECAGIA CORFORATION {("Resuroans"),
ano (i) LDDS (‘;mmcnnqn;. ANE.y, A TENNESBER :oumﬂ'ﬂnﬂ {"LUDE-TN"!. MEMGED
WITH AND INTO m-un-’_u- (rie #Prion MenacEAs").

AT THE TIME OF THE mel MERGERS, THE NAME OF AEBUNGENS, THE LEGAL
SUAVIVDHA, WAS CHANGED 'rn. Lnns tumuuuil:nhunn. INCse MND iu: EEFARATL EMMMI
eosTences oF LODE-TN ano MCC TEAmiNATAD. ForR MCCOUNTING PURFOBES, Houlgven,
LDODS-TN wAs THE BURVIVOR . IIGHU!I THE FORMEA luﬁﬂiﬂmﬂlﬂl oF LOOS i N y
ACOUIRED MAICEITY l:mnlnlﬂw oF The Comeany. Hi:t:nﬂnqu UHLESS DT+ ERWTEE
WOICATEDs ALL lﬂ.mw 'IWHM"QN FRESENTED HEREIN REFLECTS 'I'H'I fﬂRMI ﬂf'
LOOS-TN: AT THE ANNUAL MERTING OF SHAREHOLOERY weLD Miny £5, 189685,
sHARgHOLDERs OF LODS Cﬂmmmt:ﬂﬂbnl. INC. YOTED TO CHANGE THE NAME OF THE
ComeRANY TO U.Iam.nl:um. INCy; EFEECTIVE IMMEDIATELYS' 1nmmﬂu 1N THIS DOCUMENT
+HAS ALSD BEEN nl\nm T MEFLECT THE STOCH uru'm Br THE :::mur'l CommoN STOCH.

Princigies of Consolidation: .

THE CONSOLIOATED ﬂunnr:ml:. STATEMENTS INCLUGE THE nmum oF THE ComeaNy
AND 1TS SUESIDIASMES. FILL -mnml:nu'r muummnwv -rnnu.hl:nm nHND mcu HAVE
SEEN ELIMINATED N ::pu'numdne ‘lmui‘rmufi N Jﬂm‘l \'-lﬂ'l‘l.lﬂll AND OTHER GELITY
INVESTMENTSE IN WHICH THE Commany Dline A 20% 7O EQ‘K nwnlltll-llr INTEMERT, ARE
ACCOUNTED #OM. &Y m HQUITY METHOD. INVESTMENTS or Less '!:mm EZ0% OWNEAEHIF ARE
AECOADED AT COBT.! : g i
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Fair Valoe of Financiol lnstroments:

THE CRARAYING AMDUNTE FOR CASH, SHORT-TERM INVERTMENTS, Htﬂﬂulﬂ‘ MECEIVAELE, e
NOTES MECETVASELE, mmmﬂmmu«nmm-mmm
THE FAWC VALUE OF THE LONG-TERM DEET 18 DETEAMINED ansen uu"mtl:nlu FLOME FROM SUCH
FINANCIAL INSTAUMENTS DISCOUNTED AT THE COMPANY'S CSTIMATED W INTEMEST RATE To
ENTER INTO GHMILAR FINANCHAL Wmo Ar Ducemaen 31, 1985, THE FAR VALUE OF THE
5.0% CONVERTIELE SUROROINATED NOTES WAS $Z44] MILLIoN. Tre mm FOR ALL
OTHER LONG-TEAM ORET DF T COMPANY APPROXINATE FIR WALLES, :

FROFERTY GNB EQUIFMENT AME STATED AT ﬁ\‘.‘l'l'r. mm:mm 18 FROVIDED FOR
FINENCIAL MEFORTING I"I.lllrl"l:llll. I..nlI'INI:I THE STRAIGHT-LINE mud OVIER' THE FOLLOWING ;
ESTIMATED USEFUL LIveEs

THANSMIBESION EQUIFMENT 5 70 20 venns
COMMUNICATIONS EQUIFMENT 5 10 E5 venns
FupMITURE mm:mu AND OTHER S 10 20 vEARE

MANTENANGCE AND nll'm'lll m EXPENSED AS lNl:p!lum ﬁw:lmm'rl! AND
BETTERMENTE ANE W‘EWIIﬂ- Tﬁl COST AND RELATED ﬂlml OF ARSETS BOLD “
RETIRED ARE RIMWID m 'l"i'll PCCOUNTE, AMD ANY REBULTING GMIN OR LOGE 18
AEFLECTED N MESULTS OF nl'ﬂ!ll‘hmtl. ;

THE Comeany l'.'.ﬂlll'rﬂl.ll:“l'l CEATAIN DF 'I’!"I =TV ] TMH'M‘III‘IOH l\"‘l‘l'm AND IIE.I‘I’ID
FACILITIES, FLL WWTEANAL COSTS DIRECTLY uu.mcn.-rn THE CONSTRUCTION OF SUCH
FACILITIES, INCLUDING INTEMERT AND SALRRES nl‘ CHRATHIN EMFLOYEES, ANE CAMTRLZED.
SUCH COBTE WERE $14,7 MLLION ($4,5 MLLION 1N INTEREST), $6,.8 miLuon (81,2 MILLION
N INTEREST), AND $E.3 mMiLLION uz.: MILLION 1N muutiﬂ w1985, 1894, aND 15914
MESPECTIVELY .

Emml:ntnlllﬂwm

THE mAION CLASSES OF imlll..l AGSETS ﬂﬂ( 'I-Uhll!lﬂﬂluﬂ "aELow (v THOUSANOS)I

I..t...il.i..l..l..I-.lll.'..ll..ll.‘I'...'..'.'..I.'.......

° ; .
. Amonrizanon - __ Decemesn X, %
. 3 - T e
:C.ammu. 40 ywars $4.417 964 m‘?::
& CusTOMER ACOUISITION CONT > 71010 yuars B2538 TE2S »
® Orias INTENDITLES i i , & yosn a‘lﬂ 61200 ®
. S e L. 2212708 §
Bedeen o . Emm e
. = ; .
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INTANGIELE ﬂ!il'r‘l ARE AMORTIZED L;I'mn THE mn!ﬁli-l;r-,i_.llil'm?l-luu FOM THE
PEMODOS NOTED _qmi. ] s ol

Gooowitl II-ﬂICﬂﬂﬂaxln FOM THE EXCESS OF THE FURCHASE PRICE JF THE VARKIOUS
WUSINESS :nnlmbﬂnﬂ! DVER THE VALLE OF THE IDENTIFIRELE NET ASE (TH AND CUSTOMER
BASES. SEE Ncru 2. AEnLIZATION OF; ncuummuu-umw TNTH e iy INCLUDING
GODOWILLy 16 -nmnm:m.:.v ARSESSE0 WY THE mmmk'r OF THE COMPANY BASED ON THE
CURMENT AHND EXPFECTED FUTURE PROFITASILITY AND CRGH FLOWE OF ACOUINED COMPANIES
AND THENW CONTRIGUTION 10 THE ovEraLL oreramione or IMorcoCom.

CusToman ﬂ:m.rlltm:m COBTS HEFPACLENT COSTE INCURRED AR N REBULT OF PURCHARE
HUBINESES COMBINATIONS AND ARE RECORDED EASED ulm Tl ESTIMATED VALUE OF THE
CUBTOMEN ARSES RCEUIRED. See Note . '

Liae lagtalintion Cosls:

Tre COMPANY DEFERE THE COSTS ABSOCIATED WITH THE INSTALLATION OF LODCOAL
ACCENS LINGS AND OTHER NETWORK !ﬂ‘-t:‘ll.’l‘l.“ll‘l. AMOATIZATION OF THESE COBTE 'S ﬂlwnln
OVER FIVE YEARE USING THE BTREIGHT-LINE METHOO. FICCLIMULATED nmmrm on e
INSTALLATION COSTS Was $4L.0 miLLion #ND 29,5 mLLoN /s oF Decemasn 31, 1995
AND 1954, AEEFECTIVELY,
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fAir Decemaga X1, 1995 AnND 1984, OTHER LONG-TEARM LIAGOILITIEE INCLUOES S14E.3
miLLION AND $ED.] MILLION, RESFECTIVELY, RELATED TD ESTIMATED COSTE OF CLORING
CUFLICATE FACILITHIS, _ﬂﬂﬂ;tﬂ‘fﬂ‘_ﬂ NON-RECURAING OUPLICATIVE COSTH EXPECTED TO &€
INCURAED AN THE AESULT DF WHOIOUS ACOUISITIONS AND mencens. SEE Note 2.

Recogailion of Bevenses:

Tre COMPANY MECORDS REVENLIS FOR LONG DISTANCE TELECOMMUNICATIONS BHLES AT
THE TIME OF CUSTOMER USAGE. Tl Comeany ALS0 FERPORME SYSTEME INTECGNATION
SEAVICES C:I:IH!III"IND DF mmu AND THETALLATION OF ‘l‘ﬂﬂllll'ﬂl‘lllﬂll EQUWFMENT AND
SYSTEMS FOK rr! WImmnl. ROVENLES AND WELNTED CORTE m THESE SERVICES ARG
ﬂlcm m THE Mmrm o CW&M METHOD.

_-t-i-u-mm

THE COMPANY ENTERS INTO OPERATING ACREEMENTS WITH TELECOMMUNICATIONS
CARMIEAS IN FOREIGN COUNTARIES UNDER WHICH INTERNATIONAL LONG DISTANLE THAFFIC 1§
|BOTH mm AND mmu UNDER THESE -mmmn. THE FOREIGH muu- A
OHUIGATED TO ADHERE TO THE FOLICY DF THE FeperaL COmMUNICATIONS Commission
(*FCCT) WHEREEY TAREFIC FAOM THE FOREIGN COUNTARY 18 AOUTED TO INTERNATIONML
mﬂl‘“-. OF WHIDH THE ComPaNyY 18 ONE, N THE BAME FEOFORTION A TRARFAIC CRAMED
NTD Tﬂl FOREIGN COUNTRY, TUTUALLY EXCHANGED TREFFIC GETWEEN TrE COmMPRNY AND
FOREIGN CARRMIAE 16 SETTLED IN CABH THROUGH M FORMAL SETTLEMENT FOLICY THAT
GENERALLY EXTENDE OVER A BLCMONTH PERICD AT AN AOREED UFDN THIEF @ATE.
FALTHOUGH THE COMPANY CAN EETIMATE THE AMOUNT OF INGOUND THAFFIC TT WILL RECEIVE,
uUNDER THE FCC's vamnnl.,m--mmn IT GENERALLY MUBT WAIT UF TO s
!Iﬂllﬂ'li' GSEFORE 1T ACTUARLLY AECEIVES THE INEDUND TRAFFIC,

THE Comenany UTIIZES THE MET SETTLEMENT CONCERT THRT 1B INHERENT 1N THE
OPERATING AORESMENTS NS THE GABIE FOR 1TH ACCOUNTING FOLICY FOR INTRANATIONAL LONG
DISTANCE TRARAFFIC: LINDER THIE AFPFROACH, THE MARGIN DN OUTEDUND CALLS (RECOONIZING
THAT THE PROFORTIONATE RETUAN OF THE mu-mu.n_uo CALL 18 RECETVED GENERMLLY ON
A SICMONTH LAT) 18 NORMALIZED TO REFLECT THE IMELICTY OVERALL EARNING RATE CONCEPT
OF THE mm Hn:nhmm.v. A FORTION OF THE OUTHEOUND CALL FEE DUE THE FOMIDGN
CARMIEN i3 uunm AND ﬂl::nuu"run FOR AR A COSET ATTAIEUTARLE TO THE AEVENUE
ASSOCIATED WITH THE INEOUND CALL. ALL COSTS mqn AR EXPENBED BIX MONTHE LATER
AND urﬂlr mml‘r THE REVENUES MECOGNIZED UFON RECEWT OF RETURN TREFFIC.

Line Casts:

LiNG COBTE FRIMARILY INCLUGE RIGHT-OF-WAY FPAYMENTE AND ALL FAYMENTE TO LODCAL
EXCHANGE CARMIBAS (TLECS™), INTEREXCHANGE CARMILRE AND FORT THLEFHONE AND
TELEGAAPH ROMINISTRATIONS ("FTTE") PRIMANILY FOR ACCESS AND TRANSPONT CHANGED.

Income Tanes:

ThHe ComPanNy ACCOUNTE FOR INCOME TRAXES 1N n;r:nnwci W BTH‘I'CI'IIIMT oF
FinnncinL ACCOUNTING E'rﬂnﬂilﬂnl t-ms-} No. 108, FACCOUNT NG FOR INCOmE Trxes,
SFAS II:II HAS a8 mmm nmlﬂwl mﬁn:mmmu CF T AMENT AND OEFEASED
INCOME TRX AKSETS ano LINEILITIES BASED UPON ALL EVENTS THAT HAVE EEEN RECOGNIZED
N THE CONSOLIDATAD FINANCIAL STRTEMENTS AS MEABLAED &y THE PAOVIBIONS OF THE
ENACTED THAK um-. See Nore 9.

Earaings Por Share: : X
Fom ThE YEARS aNDeE0 Decumeen 2], 1995 Anp 1993, craninogs FEA BuARE ARG
CALCULATED ANBED ON THE WINOHTED AVERAGH H-I-N'll.lﬂ OF GHAARER DUTRTANDING DURING
THE FERIOD PLUS THE DILUTIVE GFFECT OF STOCW nm AND wnﬂﬂ'l Ql‘rllltnlltrl.n
UBING THE TREASUAY BTOCH METHOD: FOR THE YEAK ENDED Decemaen 21, 1994,
EARNINGE PER BHARE WERE CALCULATED BABID ON THE WEIGHTEOD AvERAGE NUMBER OF




GHARES mfzw OURING THE #PERID0. THE l"ll:‘l‘ OF COMMDN STOCH EQUIVALENTSE WAS
HOT CONSIDEMED N THE 18989 Fem100 BECALSE THE Imt“l.‘ OF SUCH OFTIONE RND
mnnmn WOULD HAVE «ttln ANTIFOILUTIVE,. | ;

AvEAAGE COMMON SHARES AND COMMON EOUIVALENT BHARES LTILIZED WERE
192,449,0008 157,805,000% ano 127,927,000, KESFECTIVELY, £OR FRIMARY
EARNINGS PER SHARE AND Z01,495,0003 157,808,000% avo 140,796,000,
AESFECTIVELY s FOR FULLY DILUTED EARNINGS PER SHRRE, FOR THE YEARS ENOED Decemaen
31, 1995, 1994 anp 1993, _ ' :

Stock Spilts: X :

On c:u:nnull i 2 J,Esz. THE SOoRRD OF I:I'Mlm AUTHORIZED N Z-FOoR-2 STOOH
SFLIT N 'ml FOAM pr " Stm STOCH DIVIDEND WHICH M! l:'nlrmlurm Oh ARNUBRY 14,
1993 7o mmﬂ aF mstonro on Decemeen 21, 199&. On Novemaan IH, 198,
THE EOMRD OF ﬂmqm' ALUTHORIZED A 2-FOR-1T GTOCH BPUIT 1N THE rmun nr » 100%
STOCK DIVIDEND lnau:u WAS OISTAEUTED ON JANURRY By 1994, T0 mnlummi oF..
AECORD ON DECEmBER 7 1993, UPON EFFECTIVENERSE DF *ml Prion l'ﬂtmﬂ oM.
'liurumllu 15, 1998, Im GHARE DF THE uuvnmnfuo :umnu "TOEM OF LUDI-TN
WHE CONVERTED INTO THE m-rr 10 neceve 0, 9595 sHARES OF ™E Common Emcm

FILL #ER SHARE DRTA AND NUMGERS OF COMMON SHARES HAVE SEEN RETROACTIVELY
RESTATED TO REFLECT THE EFFECT OF THE STOCK BPUTE, BTOCK OWVIDENDS AND THE
EXCHANGE RATIO DF 1.9585, R . ) ;
Cash Equivalzats aad Short-Term luvestments:

Twi COmPRANTY CONBIDERS CAlir 1N MANKS AND BHORT-TERM \Ml‘!‘m!u‘t‘ wTH onmmm.
METURITHES OF THREZ MONTHE DM LESS AS CASH AND CABH EQUIVALENTS. HIGHLY LveuID
tuvl:smml Wt n-lnﬂ.luﬂl. pulrrumﬂt! !lvum: ﬂ-ﬂ“ m;:lﬂ'rul. L] !::Lllllllﬂlu AS BHONT-
TEAM INVESTMENTS AND CARNIED AT FRIR VAL, WHIEH APPROXIMATES COSY, SHoAT-TEAmM
INVESTMENTE PRINCIFALLY. CONSTBT OF 'rn: ExEmer lm.iml.:tl'!lt. |ONDS AND CORPFORATE @ONDE.

mmmm o e

I MarcH 1985, THe FiNeNCIAL nénn-.mnuu 5rmnum #oanrp {-ms-ll*'i WEUED.
SFAS No. 121, "ﬂl:r:nmmuu FOR THE 1MPRIAMENT OF LONG-LIVED FABSETS AND FON LONG-
Liven AsseTs 7O #& Disrosen Or" THim lrnwmtm IITHI&MI ACTCOUNTING STANOARDE
FOME THE 1mrﬂmm¢m OF LONG-LIVED muﬂ, CERTAIN munnnlu lﬂ‘lﬂuﬂmm AND
ROCDWILL RELATED TO mou ARGETR TO BE HELD AND uli:u AND. ra-n LONG-LIVED nim
#ND CERTAIN IoeNTIFInELE tuﬂlumlu- TD NE QISFOSED OF. _'l'u'll STATEMENT tlwll'mﬁ'l
FOM FINANCIIL STATEMENTS POR FISCHL .'ﬂll_utu HEGINNING HETER Dmmuln 15, 1995,
WorLoCon ELEVES THAT THE ADOFTION OF THIE STANOARD WILL NOT HAvE - MATERIAL
EFPECT ON THE Comeany's m-nt.mmmJ MESLULTS OF Wm on l'mﬂilﬂlﬂ- PORITION.

v Ocrower 19395, ml Fﬂlﬂ EELED EFFI-E Nﬂ. It.!. 'ﬂmuuﬁun m !'rul:n-
ERsED ComPENSATION® THis 51mnmm~r c--rn-us«n FINANCIAL ACCOLUMTING AND
AEFPDATING STANDARDE FOR STOCH-EMNED EMPFLODYEE COMPENENTION FLRNE -um i EFFECTIVE
FOR FISCAL YERAE BEGINNING AFTER DECEMEER 15, IHHS- Tra Company’ mﬂ- o
CONTINUE TO APFLY THE n:::nunnun mwmm: oF fFa -I:l-nnmu 25 4 DETARMINING T8
NET INCOME: HOWEVER, mnmu ml:l.munn WL Il mAoE 10 CIRCLOGE THE E8TIMATED
VAL LI O :om-:nmﬂnu ExrunNsE mmu THE METHOD CETHELIGHED ay SEAS No. 128,

Use of Estimates: e

Trie Fuim‘rlnﬂ car mm STATEMENTE N CONFORMITY WITH CENERALLY ACCEFTED
ACCOUNTING me::wm nlouilﬂ MANAGEMENT TO MAKE EETIMATED AND AGSUMPFTIONS
THAT EFFECT THE MEFDATRD AMOUNTS OF ASEETE AND LIABILITES ANGD OVECLOBUAE OF
CONTINGENT AESETS AND LIREILITIES AT THE ORTE OF THE. FINANCIAL BTATEMENTS ANO
AREVENUES HND IJH'INIII DURING THE nnmn mErpATED. ACTUAL RIIUL‘I"I coua Qi




FROM THOGE ESTHMATES: ESTIMATES ARE USED WHEN ﬂl:l:ﬂﬂﬂ‘l’lﬂﬁ FOR LONG-TERM
CONTHACTS, ALLDWANCE FOR DOURTFUL ACCOUNTS, D.mmf'lﬂ“ AND AMDATIEATION,
TAXES, ACSTRUCTUAING RESEAVES AND CONTINGENCIES.

CaaTAIN CONSOLIDATED ﬂﬂ_ﬂﬂl:.lﬂl- STATEMENT AMOUNTS WAVE ETEN RECLASEHIFIED FOR
CONSISTENT FRESENTATION.

(2) Busiaess Combinations

On January S, 1895, INORLOCOM COMPLETED THE ACOUIBITION OF WiLLiAmMG
TELECOMMUNICATIONS GROUF, INC, ("L TeL™), A SuasIDIARY OF The WiLLRms COmMPRMNIES,
NG (TUILLIAMSE™), FOR ARFROXIMATELY $2.5 ®ILLION N CASH [ree "W Ter Acousimon®).
THAROUGH THIS FURCHAEE, THE COMPANY ACDUIRED W Nﬂﬂﬁum commonN Eﬁlnllﬂ
NETWOAK OF APFROXIMATELY 1,000 MLES OF FIBER OFTIC CAELE AND DIGITAL MICADWAVE
FACILITIES, THE FUNDS FAID TO WILLIAMS Wwese oaraNed &y WoALOCOM UNDER A NEW
CREDIT FACILITY ENTERED INTO ON Decemaer 21, 1994, See NOTE 4.

N 18983, urFoN nnm:iwniuli OF THE PRIOA MEAGERS, EACH SHARE DF THE
OUTSTANOING COMMDON STOCK: e I.I:II:JE-TN WAS CONVEATED INTD THE MIGHT TO RECEIVE
0.9595 sHAREs OF Common STocK. The S00,000 sHARES OF LODS TN Sesies &
6.5% CumuLATIVE Slnmﬂ ﬁummu. ConvasTiaLe ﬂumnm ST0CK DUTETANDING WERE
CONVERTED TNTD E.I:IEII!.I:‘I_BI:I sHAReEs oF WornoCom Semes & 6.5% CumulATive Senmon
FeareTualL CONVERTIILE PREFEARED STOCK HAVING A LIGUIDATION vALLE OF 25 ren
SHARE AND A CONVERBION l'!lnnl oF $11.81171 Fert sHnre (THe "Semes 2 PreFerfeo
Stock™). As A RESULYT OF THE l:nnuumuﬂnﬂ OF THE PRIOR MeRcens, MeraRomeon
Comerny ("METROMEDIAY), THE SOLE STOCHHOLOER OF MCC, AECEvED 2,758,680
sSHARES OF THE COMMON STOCH, 10,B96,7805 SHARES OF WosLDCom Semes | $2.25
CumuLaATive Senior Poararua. ConveRTIELE PREFEARED STOCH HAVING M LIDQUIDATION
vALUE OF 350 FER SHARE AND A CONVERSION PRICE Orf $29.90496875 ron sunne (The
"Senigs | PREFERRED STOCKT), WARRANTS TO FURCHASE 5,000,400 SHARES OF THE
Common STOCH, AND l_l'En-D MILLION 1IN CAake: THE COMMON STOCH DF RESUNGENS WAS
UNCHANGED I8 THE Prioe Mesroams,

FOR ACCOUNTING PURPFORES, LODOS TN WAS THE SURAYIVOR GECALSE THE FORMER
SEHAREHOLDEAS OF LOOS-TN ACOL AED MAIOMITY OWHERGHIP DF THE Comeany, The Prion
Mano AS HAVE tlﬁc ﬂcﬁﬂﬁum FOR A% Pu-!\',ﬂﬂlll-. nun'm EXCESE PURCHASE PFRICK
OVER NET TANGIELE AESETE ACOUIAED HAB GEEN RECORDED BASED LUPFON AN ESTIMATE OF
FAIR VALUES DF AGSETS ACOUIAED AND LIARILITIES ASSUMED.

Tue ComeaNy +AS ACOUIRED OTHER LONG DISTANCE COMPANIES OFFEAING SIMILAR OR
COMPLEMENTARY SERVICES TO THOSE OFFERED €Y THE ComPRANY. SUCH ACOUISITIONS HAvE
HEEN ACCOMPLIBMED THROUGH THE FURCHASE OF THE OUTSTANDING STOCH OR ASSETS OF
THE ACOUIRED ENTITY FOR CABH. NOTES: SHARES OF THE COMPANY'S COMMON BTOCK, O A
COMEINATION THEREOF: THE CASBH FORTION OF ACQUIEITION COGTE HAS GENEAALLY BEEN
FINANCED THAOUGH THE COMPANY'S @GN« LOAN AGREEMENTS. See NoTa Y.

MasT OF THE ACOUISITIONS HAVE BEEN ACCOUNTED FOM AS FURCHARES » .0 PEauLTED
N AN EXCESS OF THE PURCHARE COSTE OVER THE MET TANGIELE ASSETS ACOUIRED. THESE
COBTH, COMPOSED PHIMARILY OF GOODWILL, ARE AMORTIZED OVER 40 vEr48 UBING THE
STRAIGHT-LINGE METHOO. 'I"Ht FMESULTS OF THOSE FUACHABED BUSINESHES HAVE SEEN
INCLUDED SINCE THE DATES OF ACOUISIMON. BURINESE COMBINATIONS WHICH HAVE BEEN
ACCOUNTED FOR NS FPOOLUNGE-OF-INTEATSTE MAVE GEEN INCLUDED TN MLL FEarioDw
PRESENTED. THE T“Llll HELDW SETE FOATH INFORMMTION CONTEMANING CEMTRIN OTHEN
MECENT ACQUIBITIONS WHICH WEME ACCOUNTER FOR AS FURCHASES,
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o Dhac-NeT, Inc,

®  ("Dwmc-NeT™) March 1890 § N200 2746 § 50006  $10.100 $ 9285
& MCC/AesunRcEnsS September 1683 150,000 * 1087915 - 1,200,106
® TET CommuNICATIONS, /

o Inc. (WTRT™) .- September 1093 1000 6780 79.000 - 30.000
: W Lvms

. THLECOMMUNICATIONS

P GRour, TNCs i

S (unTec) Janusry 1996 2500000  — - - 2216900
o " SCE THME GECONO mumwmz-onummummwmmu-num
® AND WARRANTE 1EEUED. i
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TN ADDITION TO THOSE ACOUISITIONS LISTED AGOvVEy THE Company OR 1TSS j
PREDECESSDMAS COMPLETED SEVERAL SMALLER ACQUISITIONS OURING 1983 THROUGH 1985,

THE FOLLOWING UNAUDITED FAD FORMA COMEINED RESULTS OF OFERATIONS FOR THE
ComPANY ASSUME THAT THE WILTEL ACQUIBITION RS WeELL A THE 1993 ACQUIKITIONS OF
DhiaL-NeT, Rasuncans, MEC ano TRT weRe comPLETao ON JaNuary 1, 1993,

PPN IR SN PR RN ERRE R REER IR ERNENRRRRRRRBERENDS
- L]
. FAR TRE YEAR EMDED .
e PEREMBER 11, -
. ' .
» 1904 109 .
- ety (1M THOUBANDE, EXCEPT PER SHARE DATA) :
. Revenves ] §3,067 984 2631740 o
® LOES GEFORE EXTRACHOINGRY 1TEM {202 834) (3,385) &
® Lous ARFLICAILE TO COMMON BHAREHOLDEMS (202.933) (11,304) ®
: Loss Fom cOmmMmOoN axmnel s * :
o LOSE WEFONS EXTAAQRDINARY fTEm (1.29) {002)
. NeT Lons {129} (0.08} :
:a---------.a---i-o.noontooatl.oiottitotico-onouto--nou

THESE PAD FORMA AMOUNTS AEFRESENT THE HIBTORICAL OPERATING RESULTS OF THESE
ACQUIRED ENTITIES COMBINED WITH THOSE OF TeE COMPANY WITH AFFROFOATE ROUSTMENTS
WHICH GIVE EFFECT TO INTEREST EXPENSE, Hrﬂﬂﬂ‘l’ll.ﬂ‘l‘lﬂlﬂ_m THE COMMON BHAREE IBSUAD.
THESE PRO FORMA AMODUNTE MRE NOT NECESEAMILY mwm OF OPERATING MEGULTE WHICH
WOULD HAVE DCCURARED 1W# n-l.'m.-ﬂtr. RusuaseNs; MCC; TAT ano THE WHLTEL MeQuisITion
HAD EEEN OFERF TEDQ Y CUMMENT MANAGEMENT OURING THE PEMIOOE PRELENTED HECAURE
THESE AMOUNTE OO0 NOT REFLEET #FULL NETWOMRK DPTIMIZATION AND THE SYNEROIETIC EFFECT
ON OFERATING, BELLING, GENENAL AND AOMNISTRATIVE EXPENSES.

(3) Direct Merger Costs, Restractuiag aod Giher Charges
Restructuring aad Dthee Charyes:

As A AESULT OF THE 1DE MERCER, THE COMPANY INITIATED FLANSE TO AROAGANIZE
AND RESTRUCTURE ITHE MANAGEMENT HND DFERATIONAL DAGANIZATION AND FRCILITIE. o
ELHMMNATE DUFLICATE PEABONNEL, PHYSICAL FACILITIES AND SERVICE CAPACITY, TO AEANDON
CERTAIN PRODUCTS AND MARKETING ACTIVITIER, AND TD TAME FURATHEN RDOVANTAGE OF THE
SYNERGIES AVAILAELE TO THE COMEINED ENTITIES. FICCOABINGLY, THE COMPANY CHARGED TO
GEEAATIONS DURING THE FOURTH QUARTER DF 18954, THE ESTIMATED COSTS OF SUCH
HMEQHRGANIZATION AND RESTAUCTUAING ACTIVITIES, “l.cl.uﬂ'lﬂﬂ EMPLOYEE SEVEARRANCE,
FHYSICAL FACILITY AEBANDONMENT, AND QUFLICATE SERVICE CAPFRLCITY,

Duming 1999, FLANT WERE AFFROVED TO AEDUCE IDHE"S COST STRUCTUNE AND TO
ITMEROVE FPADDUCTIVITY. SUcH PLANS INCLUDED A AEDUCTION TN THE NUMBER DF EMPFLOYEES

HND THE DISPFOSITION OF CERTHIN ARSETS.

l.l.l._l.ll.....ll'l...l




THE FOLLOWING TRAELE MEFLECTS THE COMPONENTS OF THE SIGNIFICANT ITEMS SHOWN AS
AESTRUCTURING AND DTHER CHARGES N 195% Ano 1993 (IN THOUSANDS)E
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e 1054 1993

: GEveRANCE CORTS $18,702 § o

¢ DUFLICATE FACILITIER AND OTHER AEETRUCTURING ! 13,950 -_

® FRovisioM FRR SETTLEMENT OF CEATARIN LEDAL ISBUES 8,000 4

: REQUCTION 1H CRMAYING AMOUNT OF CENTAIN ASSETS 242 4,954

o OTham 580 __ a5
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fls oF Decemaen X, 1995 Aano 1994, THE RCCOMPANYING CONBSOLIDATED FINRNCHAL
STATEMENTS REFLECT $5.3 mMLLION AND .E’oﬂ lmu.!nu. RESFECTIVELYy IN ACORUED
AESTRUCTURING COSTS AND 35,6 MILLION AND $14.7 MILLION, ntiﬂltﬂvlw. N OTHER
LONG-TERM LIAEILITIES, 1N CONNECTION WITH THE 1OE Masces.

Direct Merger Costs:

Duming 19584, THE COMPANY RECORDED DWMECT MERGES CONTS OF $15.0 miuion
RELATED TO THE 1DE MERGEA. THESE COSTE INCLUDED PROFEGSIONAL FEES, FROXY
BOLICITATION COBTH, TRAVEL AND RELATED EXPENSES AND CEMTAIN OTHER DIRECT COSTS
ATTRIBUTAELE TO THESE MEAGEAS.

Pravision to Reduce the Caprylag Value of Cortain Assels:

DuAinG 199% seEVERAL EVENTE OCCUMMED WHICH CAUSED THE COmPANY TO EVALUATE
THE REALIZATION OF ITE INVESTMENT TN THE RSSETS OF 108 BEROMNOCAST. THESE EVENTS
INCLUDED R PROPOSED BUT NEVER CONSUMMATED SALE OF 1DE BROADCAST AT AMOUNTS
BIGHNIFICANTLY BELDW BOOH VALLME, AND THE CONTINUED EMERGENCE OF i‘mmmmuﬂltﬁﬂnﬂl
A THE CORE ausiNess oF 108 {mmaiNG 1DE EROADCAST A NON-CORE DPEARATION). THESSE
FACTOARS, COMEINED WITH BADAD ECONDMIC FACTORS ADVEASELY IMPACTING @ROADCAST
ASHETS 1N GENEMAL, HAVE CAUSED A DECUME 1N THE VALUE OF THE COMPANY'S INVESTIMENT
IN THESE ASEETH. .

THE COmM *ANY HAS ABSESSED THE IMPACT OF THESE FACTORE AELATIVE TO ITR AEILITY
TD RECOVER THE AECORDED VWALUES OF THESE AGGETS, AND DETEMMINED THAT BUCH VALUES
SHOULD BE REDUCED. ﬂc!:qﬁn'rﬁnur. ‘THE COMPANY MECORDED ADJUSTMENTS OF $4E.5
MILLION, TO MEDUCE THE CARRYING VALUE DFf THESE EROADCAST NERETS lmmamr
INTANGHELE MESETSE AND lln:nrlq'rv AND EQUIPMENT] TO THE ComPaNY'S BEST ESTIMATE OF
THE NET REALIZAELE vALUE. Duming 1985, Tre COMPANY SOLD 1TE EIMULCASTING
OPFERATIONS AND ENTERED INTO AN AGREEMENT TO DUTSOURCE THE MANACGEMENT OF THE
rREMMNING 1DE Bnmﬂc«ﬁ OFERATIONS.

(4) Long-term Dobl

LOKG-TEMAM DEET OUTSTANDING CONSIBTS OF THE FOLLOWING (IN THOUSHANDSE]S
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& FREDUCIHG REVOLVING CREDIT FUMEEMmENTS 3,171,500 -
® ConveERTELE BUSOADINATED NOTES 195,500 185,500 :
® Semion NOTES — 1m 3
: COrven orar (maTumma THRoOUGH 2000) 1 &
. 3,301,201 TH001 2
® LESS! SHOMT-TEAM DEET AND CUMMENT MNT U iTiEs 1,112,883 !.!_ &
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[ nme_;am. WorLeCom ENTERED INTO 'uumelnrr FACILITIES TO FINANCE THE
W TeL ﬂ:auimnun{ REMNANCE WORLOCOM'S EXISTING CREDIT FACILITIES AND PROVIOE
AODITIONAL INORHING cArFTAL, THE CREOIT rﬂm'nn ARE COMPRISED OF A $2.16 aiuion,
SIX-YEAR REDUCING REVOLVING CABDIT FACHATY tﬂu "RevoLving FACILITY CommiTmanT®)
AND A $LE5 WILLION, TWO-YEAR TERM FACILITY [THE "Team PrINCPAL DeaT™). THE
mEXImUM FRINCHFAL AMOUNT FERMITTED 7O BE OUTETANDING UNDER THE REVOLVING TACILITY
COmMMTMENT WiLL 88 AEDUCED AT THE N0 OF ERCH FMSCAL QUARTER, COMMENCING
SerTemaen 30, 1986« N VARYING AMDUNTE, AND THE OUTETANDING BALANCE MUST &
A0 1IN FULL ON Dlmltlt A, F000. THe Team PriINCFAL DEET MATURES 1N A SINGLE
m!fﬂmn:*r oNn DEcemaes 31, 1996, THE REVOLVING FRCOLITY COMMITMENT AND THE TaE#Am
Froncirn. DeEaT aEnn mﬁmﬂh FRYRELE DUARTEMALY, AT VARIARLE AATES SELECTED &Y THE
t:nmrnnv. UNDER THE TEAMS DF THE CREDIT FACILIMES. Teg COmeany 16 PERAMTTED TO
CHODSE FROM SEVERAL INTEREST RATE DPTIONS wn.uumn.: A @Ace RATE FLUS APPLICAELE
MARTIN, m i.m INTEREANK OFFERING RATe (TLIEORY) FLUS APPLICAGLE MARGIN, D,
FOR THE meuq FRCIITY COMMITIMENT ONLY, ANY Comperinive 810 Rate: The ArFuchace
MARGIN vARIEE FROM O% 70 X/B8% ror Base Rate BORAOWINGE AND 1/2% 10 1.5% #on
LEOR Hm Inﬂm FROM TIME TO TIME EAKRED UPON THE LOWER OF A SPCCWIED
FINANCIAL TEST DR WomLDCoM'™s LONG-TERM DEET AATING. THE CREDIT FACILITY 16 UNSECURED
AND REQUINES COMPLIANCE WITH CERTAIN FINANCIAL AND OTHER OFERATING COVENANTE WHICH
LIMIT, AMDNG OTHER THINGS, THE INCURRENCE OF ADDITIONAL INDERTEONESS &Y IDRLDCOM
AND RESTRICTS THE anm'r oF CASH oVineENcs To WoRLOCOM'S SHAREHOLOEMS. THE
CREDIT FACILIMES ARE ALSO BUSIECT TO AN m COMMITMENT FEE NOT TO mm 0.275%
OF ANY UNBORADWED POATION OF THE CREDIT FACILITHIN,

THE CREDIT FACILITIES WERE UTILIZED @Y THE COMPANY ON JRNURRY 5, 1895,
CONJUNCTION WITH THE WLTEL Acouisimion AND ALL OEET DUTETANDING UNDER
WorLOCOM'S FREVIOUS CREDIT FACILITIES AND THE FIZX.0 MLLION 1N SENIDR HNOTES WAS
REFAID. FOR THE Ylmi enoEn Dacemaan 1, 1995, THE WEIGHTED AVERAGE INTEMELRT
AATE UNDER THE CREDIT FACILITIES WAS 7.3%. THE AGGRECATE PRINCIPAL REFPAYMENTE #ND
MEDUCTIONS REQUIRED IN EACH OF THE YEARS ENCING Decemaen 31, 1985 THROUGH
Decamaen 31, 2000 AND THEREAFTER ARE A FOLLOWS (IN THOUSANDS)E

1906 $1,112.853
19897 300,868
198 513,738
1959 500,783
2000 767539
THEREASTE® 195,500
2t 1F-]

v Feaauany 1995, 1N THE EVENT OF RISING INTEREST RATES, THE COMPANY ENTERED
INTO FINANCHAL HEDGING AGREEMENTE WITH VARIOUS FINANDIAL INETITUTIONS: 'N COMNECTION
WITH REQUINEMENTE UNDER THE CREDIT FACILITIES, THE MEDGING AGREEMENTS ESTAEL
CAPPED FIXED RATES OF INTEREST AANGING From BLESY 1o BL.EIESY ON AN A LOREGATE
NOTIONAL VALUE OF n.& WILLION: 1F INTEREST MATES D0 NOT REACH THIE CAF, -
ComPrany's INTEREST RATE MEMAING VAKIAELE. THESE CONTRACTS RANGE IN © JRATION FROM
ONE TO TWO YEARS WITH iawl.',".ﬂ- MILLIEN MATURING TH EACH DF THE YEHRE ENOWNG 1996
AND 1997, Teg SEYS,M MILLION WHICH MATURED 1N 1SHEE WAs AEFLACED WITH A HEDGING -
AGREEMENT WHICH CAPE THE FIXED RATE OF INTEREST AT 7MHEK AND MATUMES 1M 1SI917,

On AucusT 20, 1992, 108 mssueo $195.5 MILLION OF CONVERTINLE SURDROINATED
NOTES (THE "NOTESY), PROCEADS OF WHICH WERE APFRONOMATELY BIES,E MILLION NET OF
DINECT FEES AND EXFENSEE, INTEREST ON TrE NOTES IS PAYARLE SEMINNNUALLY ON
Feanmunmiay 15 AND AUGuSsT 15 OF EACH YEAR AT AN INTEREST RATH OF S% PER ARNNUM.
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THE NOTES ARE CONVERTIELE w!ﬂ DFTION OF THE HOLDER AT ANYTIME !IDI To
mATURITY INTO WoALDCom Common S70cx AT Aregoxmately $38.07 rea sHARE. Tre
NOTES INCLUDE CERTAIN ANTI-DILUTION SIGHTS AND RIGHTE WITH REGARD TO CERTAIN
CHANGES 1N CONTROL, H‘r ITs 'urm:n. Tell COmMPRANY MAY REDEEM THE NOTES AT ANY TIME
AFTER AUGUST 1966, BUT WILL INCUR A REDEMPTION FREMILM WHICH ARNGES FROM
102.5% N l!iE DECLIMING TO 1D0% ON THE MATURITY DATE. THE NOTES MATURE ANO ARE
Dug N FULL ON AuGusT 1S, 200,

10§ USED THE FROCEEDSE OF THIS ISSUE, TOGETHER WITH THE FRAOCEEDS OF A MAY
1992 commON STOCK ISEURNCE TO MREFAY AND OEFEASE SURSTANTIALLY ALL DF 1TE THEN
EXISTING DEET: THE ACPAYMENT AND DEFEASANCE OF THIS DEST RESULTED 1N AN
EXTRADHOINARY CHARGE OF $7.9 MILLION, NET OF INCOME TAX BENEAT oF $5.56 miLLionN,
WHICH MEFNESENTE PRYMENT OF DEOET MEDEMPETION SREMILME AND THE WARITE-OFF OF
unnmunnm oEgT umn COBTE.

(5) Proferrod Stock

fis A RESULT OF THE Prior Meacers, 10,896,785 sHares OF THE SEmes 1
FreraAnED STOCK WENRE 1ISSUED TO METEROMEDIA, THE SOLE STOCHHOLDER OF mMCC. Awsd
N 1983, THE 108 CONVERTHILE FPREFERRED STOCH ISHUED tH CONNECTIDN WITH THE
ACOUISITON OF WORLD COMMUNICATIONS, INC. WAK CONVERTED INTO COMMON STOCK OF 106,

N MAY 1992, THe Comeany 1s5UE0 500,000 BHARES OF NO FAR, B.5%
CUMULATIVE SENIDR PERPETUAL CONVERTIELE FHEPERARD KTOCH FOR $50 miLLion. THE NET
FROCEEDS OF THE 1SSUE (BHB.5 MILLION AFTER ISHUANCE COSTE) WERE USED 10 REDUCE
OUTETANOING INDERTEONESS: THESE SHARES WERE CONVERTED INTO £,000,000 sinnes
OF THE SERIES 2 PREFERAED STOCK LIFON EFFECTIVENESS OF THE PRIDA MERGERS,

THE SerEs 2 PREFERACO STOCK HAS A LIDUIDATION VALUE OF $E5 PFER SHAAE, A
CONVERSION PRICE OF B1LB117] FER SHARE AND PAYS OIVIDENDS AT THE ARTE OF 6.5%
ANNUALLYy PATRELE QUARTERLY, THERE 15 NO ESTRELISHED FUGLIC TRADING MARKET FOR
THE SERIES 2 PREFERRED STOCH. EXCEFT UNDER CERTAIN CIRCUMSTANCES, THE Series 2
PREFERAED STOCK MAY NDT GF AEDEEMED €Y THE Comenany FriDr TO June T 1996,
THEREAFTER, THE Sumes & PREFEARED STOCH M\r HE AEQEEMED 1N WHOLE OR N #PART 1IN
INTEGRAL MULTIFLES OF $10.0 MILLION, AT PRICES WHICH INCLUDE PREMIUME OVER THE
LIQUIDATION PREFERENCE OF $25 PER SHAME, WHICH FIICES KANGE FROM 1OB% 1N 1996
DECUNING TO 100% ON AND ArFTER June S, E00Z.

% MAaRcH 19896, Tve Company's Honro or DRECTORE APPRDVED A HESDLUTION
AUTHOMZING THE COMPANY TO REDEEM ON June S, lﬂ“ DM BUCH LATER uﬂ.‘l‘ AE TwE
PRESIDENT OF THE COMPANY MAY CETERMING, ALL OUTETANDING SHARES OF Trl Semes &
PREFEARED BTOCH, INCLUDING ALL ACCAUED AND UNFAID DIVIDENDS THEREON.

IN AucusT 189685, METROMEDIN CONVERTED 176 Sanies 1 PreFarAen STOCH INTO
21,B76,976 sunres oF WorloCom Common STOCH, TH CONMECTION WITH THE PRAFFERREO
STOCH CONVERRION, LUDRLDCOM MADE A NON-RECURMING PRYMENT OF B15.7 mILLIDN TO
METHOMED A, REFAESENTING A DISCOUNT TO THE MINIMUM NOMINAL DIVIDF NOS THAT WouLD
HAVE REEN FRYAGLE ON THE Saries | Prgrennen STOCH PRIGR TO Tee SerTemaed 15, 1996
OFTIONAL CALL DATE OF AreroomaTecy $ZE.E miton (WHICH AMDUNT INCLUDES N ANNUAL
OWIDEND REQUIREMENT OF $E44.5 MILLION PLUS ACCRUED DIVIDENDGS TO BUCH oLl DRTe)

THE HOLDERSE OF THE SERES 2 PREFEARED STOCH GENEAALLY HAVE THE MIGHT TO vaTe
TOGETHER AS M SINOLE CLABE WITH HOLDEME OF COMmMOoN BTYDCK GABED ON ONE VOTE FOR
ERCH SHARE OF COoOMMDN STOCH IBBUATLE LFON CONVEREBION OF THE AESFICTIVE SENIES OF
FREFERRED BTOCK. THE APPAOVIL OF THE HOLODERS OF TWO-THIRDSE OF THE SHAREE OF SeMas
E FREFEANED STOCH 'S MEDUAED FOR CERTAIN EXTARONDINARY TAMNEBACTIONS O,
MLTEANATIVELYy BUCH SHARESR MUST @ REDECMED AT A SFECEED Pramium.




(8) Leases and Other

THE COMPANY LEASES OFFICE FNCILITIESE AND CERTRIN EQUMWMENT UNDER
NONCANCELLAGLE OFERATING LEASGES HAVING INITIAL O AEMAINING TEAME OF MORE THAN
ONE YEAR: IN ADDITION; THE COMPANY LEASES A MIOHT-OF-WAY FROM A AAILAOND COMPRNY
UNDER A FIFTREN-YEAR LEABE WITH THREE METEEN-YERR RENEWAL m-rmus.' RenTaL
EXPENSE UNDER THESE DPEAATING LEASES WAS $45.1 mLuion, $320.9 mm. AND $29.9
miLLion N 1985, 19594 ANo 1993, AesFEcTIVELY.

N FeOOR yamms, WLTEL sOLO TO INDEPENDENT ENTITIS AND LEASEOD. lm e
MICROWAVE SYETEM AND TS KANSAS CITy TO LOS FINGELES FMEER OFTIC BYSTEM OVER
PRIMARY LEAGE TEAMS AANGING PeOm 1S TO tD YEARS. THE LEASES MAVE RENEWAL
OFTIONS PERMITTING THE COMPANY TO EXTEND THE LEASES FOR TEAMS EXFIING DURING THE
veArs 2012 To 20158 AND FUACHASE DFTIONS SASED LUFON THE FAIA MARKET VALLIE, THE
ANNUAL LEASE COMMITMENTS FURSUANT TO THE SALE-LERSERACK ARE INCLUDED GELOW
UNDER THE HEADING TELECOMMUNICATION FRCILITIES.

AT THE aND De 1925. MINIMUM LEAGE FAYMENTE UNDER NONCANCELLILE OFEARATING
LEASES AND COMMITMENTS WEME A FOLLOWE (iN -rmum-ll y

Riki ll! i!!!l !Hl!lll

- Fﬂn..mcl nNo TELECOMMUNICNTION
Yane _Eguirment FACILITIEN Torm.
1096 A3 442 . §53.963 §97.405
1607 k] L aTANs 75004 '
1998 30,904 . 3519 69,423
18099 28,062 2. 58,754
2000 B.047 1 20519 51,566

Cemrmn OF THE COmMPANY'S FACILITY LEASES INCLUDE MENEWARL OFTIONE, AND MLL
LEASES INCLUDE PROVISIONS FOR RENT ESCALATION TD AEFLECT INCREASED OPERATING
COSTS AND/OR REQUIRE THE COMPANY TO PRY CERTATN MATNTENANGE AND UTILITY CORTS,
WoRLDEOM ALS0 HAS AGREEMENTS WITH A COMPANY THAT INSTHLLS, OFERATES AND
MAINTRING CERTAIN LWoRLDCOM DATA FROCESEING, ‘rtu.:l:lmmuml:n'nqu'l FND SILLING
SYSTEMS. THE AGAEEMENTS EXPIRE W 2000 AND ARE SENGWATLE ON PN ANNUAL §AES
THEMEAFTEA. THE AGHEEMENTS RMEDQUWE MINYMLN ANNUAL FAYMENTS OF APFROXIMATELY
Sl5.6 MILLIDMN. :
Dusming 189195, Te ComPany Amesoeo W TeL's oosTing $SED.0 miLwon
MECEIVAELES PURCHARE AGRESMENT TO IWCLUDE CERTAIN ADDITIONAL MECEIVAGLES AND
HECEVED AODITIONAL PROCEEDS OF $Z15.4 miLLion. THe Comeany USED THERE FROCEEDE
TO REDUCE THE DUTSTANOING OERT UNORR THE COmPANY'S CREDTT FACILITIEE AND PROVIOS
AOOITIONAL WORKING CAFITAL. A OF DEcemaen 21, 19895, THE FURCHABER DWNED BN
UNDTWVIDED INTEREST 1N $6D0E.9 miLLION FOOL OF AECEIVAHELES WHICH INCLUDES THE
$295.M MILLION BOLD: THE RGOREGATE PURCHASE LIMIT UNDER THIS AGRECMENT W,
$200.0 muvon AT Decemeen X1, 19895, |
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108 Rewvaten InvesTionmMons. On June 9, 1994, The SEC 1SSUED A FOAMAL ORDER OF
INVEBTIGATION CONCERNING CEMTAIN MATTERE, INCLUDING TDEYS FMINANCIAL FOBITION,; SO0
AND RECORDS AND INTEANAL CONTROLE AND TAADING 1IN 106 SECUMITIES ON THE BASIS OF
NON-FUBLIC INFDRMATION, Tie SEC #AS 185UED SUBPOENAS TO WORLDCOM, 108 AND
OTHERE, mu.uﬁmn CEATAIN FORMEM OFFICEAS OF 1OE, 'N CONNECTION BWITH TTH
INVESTIGHTION. THE NASD AND OTHER SELF-REGULATOARY BDDWS HAVE MLED MADE
INpUIRIES OF 1DE CONCERNING SIMILAR MATTERE.

THe U.S. Atronney's Ormce For THEe CenTaaL DWTacT oF CALIFDRNIA #AB IRBUED
GRAND JURY BUEFDENAS TO TDE SEEHING DOCUNMENTS RELATING TO 1DE'S FMIRET QUARTER
or 1994 Hll\.ﬂ.ﬁ. THE DeLowTe & TOUCHE LLF RESIGNATION, TRADING W 1DE secumimes
AND DTHER MATTERE, INCLUDING INFORMATION CONCEANING CORTAIN nm'r;n 1N HIEH
CERTAIN FORMER OFMCENS OF 108 ArE FEABONAL INVESTDRE RNO Mm |ETWELN
SUCH ENTITIES AND 10E. 108 HAS BEEN INFORMED THAT A CRIMNAL INVERTIGATION HAB
COMMENCED: THE U.S. Rﬂmutv‘l OFFICE HAB TEBUED A GRAND JURY SUSPFDENA TO
WorLDCOmM ARIZTHNG OUT OF THE SAME INVERTIGATION BEEHING CORTAIN DOCUMENTE
agLATING TO TDE.

ATHT PATENTE: ATET HAS CLAIMED THAT A NUM@ER OF LONG DISTANCE CARAIGERS,
INCLUDING THE COMPANY, MAKE UNAUTHOMIZED USE OF FATET PATENTS 1N THE PROVISION OF
SOME OF THE CAARKIA'S LONG DISTANCE SEAViCces. Ereecive Decemadn 15, 1995, Tve
Comprny AND PITET ENTERED INTO A TWO-YEAR PRTENT LICENSING HOREEMENT WHICH,
AMONG OTHER THINGS, RELEASED ALL CLAIMS dy ATET AGRINGT THe COMPANY RELATING TO
ANY ALLEGED PATENT INERINGEMENT.

Orvin, On FedruAny B, 195E, PRESIDENT CLINTON BIGNED LEGIBLATION THITE WiLL,
WITHOUT LIMITETION, #ErmiT Tee B0OCs 10 rﬂnvml'.'muﬂ: FND INTEANATIONML LOWD
DISTANCE SENRVICES UPFDN 8 FINDIND &Y THE FCC THAT Tee feTimonnvg B0C wAS SATISFED
CEATAIN CRITERIA FOR OPENING LIF 1TS LOCAL EXCHANGE NETWORK TO COMPETITION MNO THAT
T8 PROVISION OF LONG DISTANCE SERVICES WOULD FLRTHER THE PUBLIC INTEREST] MEmOves
EXISTING @ENANRE TO ENTRY INTO LOCHL SEMYICE MMAKETE] SIONWFICANTLY CHANOGES THE
MANNER TN WHICH CARRIEM-TO-CARMIER ARMANGEMENTS ARE AEGULATED AT THE FEOENAL
AND STATE LEVEL] EETAGLISHES FROCEOURES TO MEVISE UNWERSAL SEAVICE STHNODARDSE]
AND, EETAELISHES PENRLTIES FOR UNAUTHORIZIED SWITCHING OF CUSTOMERS. Tre COmeany
CANNOT PREDICY THE EFFECT SUCH LEGISLATION WILL HAVE ON THE ComPany Of Tea
INDUSTRY, HOMEVER, THE COMPANY SELIEVES THAT IT 1S FOBITIONED TO TANE AOVANTAGE OF
QUSINESS DFPFORTUNITHEE TN THE SAFIDLY -CHANGING TELECOMMUNICATIONS MARKET,

Twe COmEanNyY 18 WWVOLVED 1N OTHER LEGHL AND MECULATORY FROCEEN INGT GENERRLLY
INCIDENTHL TO ITE @USINESSE. TN SOME INETANCES, MULINGE &Y RECULN ORY AUTHDR I T e 1IN
SOME STATES MAY HEEULT 18 INCHENEBED OFERATING CORTS TO THE CO DfeNT.

WHIE THE REBULTSE OF THESE VAMOUS LEGAL AND REGULATON mMATTENE CONTRIN AN
ELEMENT OF UNCERTMINTY, THE COMPANY GHLIEVES THAT THE FPACEARLE OUTCOME OF ANY OF
THE LEGAL DR REGULATORY MATTERS, OR ALL OF THEM COMEINED, SHOULD NOT HAVE A
MATEMIRL AOVEASE EFFECT ON THE COMPANY'S CONSOLIDATED MESULTE DF OPERATIONS O%
FiNANCIAL FORITION,
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Tre COMPANY ACCOUNTS FOR INCOME TAXES IN ACCORDANCE WiTH SFAS No. 109
"RACCOUNTING FOR TNCOME Taxes.” Ween SFAS NOo. 109 wAs ADDFTED, THE CUMULATIVE
EFFECT OF THIS :Haﬁnl IN ACCOUNTING FRINCHWLE WAS NDT Mﬂrlm TO THE COmMPRNY. .

THE PROVISION FOR INCOME TAXES 168 COMPOSED OF THE FOLLOWING (1IN THOUSAMGE)T

T R R N R R E R R R R R R R S R R R R R R RN
L L]
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TOTAL FROVISION FOR INCOME TANES
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THE FOLLDWING 16 A RECONCILIATION DF THE FROVIBIONS FOR INCOME TAXES TO THE
EXPFECTED AMOUNTS USING THE BTATUTDRY EATES
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® CLPEETED STATUTDRY AMOUNT ; o as0% [35.00% B0
: NONOEDUCTHILE AMOMTIZNTION D& ﬂcﬂl o ; ;

. CONT OVER MET TRANGHIILE ATSETE ACOLRED 45 ara as
o GTATE INCOME TAXES 29 87 20
@ ErrFecT OF COMPANY DENED LIFE INSLMARNCE (0.4) (3.4) - {08}
® DIAECT MERKGER, RESTRUCTUMNG WD OTHIER CHARGER — 207 -
* LmITRDODWN OF AESETE . : . %1 iy
: VALLATION MLLDWANCE i e ) 95.8 o
s Ormen : 3oe ey ¥ 1] 48 .
® ACTURL TRX PAOVIIION : 29.0% 182.7% ' - m
N . -
N R R R R P R R R A

DEFERMED WCDIHE TAXES MEFLECT THE NET TAX EFAFECTS OF TEMPORARY mmimfn
GETIWMEEN THE Clﬂﬂhﬁj FAMOUNTS OF ARSETS AND LIREILITIES FOR F’IH'HNF‘FH'E_. HEFDATING
FURFDSES AND AMOUNTS USED FOR INCOME TAX PURFOSES AND THE 1mﬁ:‘r QF AVAILAGLE
NET OPERATING LOSS CARRYFORWARDS. S ;

AT Decemger X1, 1985, THE COMPANY HAD UNUSED NET OPERATING LOSS ("NOL")
CAHAYFORWARLS OF APFROXIMATELY $447.0 MILLION WwHICH '.qltﬁ'nc IN VARIOUS BIGOUNTS
oURING THE varrs 2000 THaouoH 2009, THESE NDI.; cﬂﬁ'i'rmml WHICH INCLUDE
$£ 3.0 miLLoN GENERATED 8y 108 1N 18984 ArE fPrOmAaRILY ATTRIEUTRELE TO THE
FREACQUISITION DFERATIONS OF ACQUIRED CDMFHP“IS- TueEsE NOL CHHWMI
RESULT N A DEFERRED TAX ASSET OF AreroamATELY S1EEL.] MiLLION " ﬂimnlll Hla
1995, A VALURTION ALLOWANCE OF $101L7 MLUION HAS BEEN ESTARLISHED RELATED TO
DEFEMRED TAX ASSETH nu: TO THE UNCERTRINTY OF RERLIZING THE PULL ®ENGFIT OF THE
NOL CARHYFORMARDS: 1N EVALUATING THE AMOUNT DF VALUATION ALLOWANCE HEROCED, THE
ComeaNy CONGIDERE THE ACOUWRED CWHNlII’ 'ﬂlﬂ-ﬂ mmmnn ﬂm‘l‘l Mﬂ Fl-l‘l'l-lli
PLANS AND EXFECTATIONS: THE UTILIZATION #EMIOD OF THE NDL :umm-unlnum nnn THE
TLURKNARDUND l‘l‘.ﬂlﬂb OF OTHER TEMFODAARRY DWFEAENCES nu ALS0o CBN‘W"“H-

ApFROXIMATELY $16H,1 MILLION OF THE Comeany's DEFERAED TAX (SGETS AME
RELATED TO PREACOUISITION N'DL CARRYFORWARDS O 'I'I:m_l'ﬂil!t'r DIF/ ERGNCES
ATTRIRUTAELE TO ENTITIES m:nuu!.l:.n' IN TRANGACTIONS ACCOUNTRO FOR AS PURCHABES.
FACcomoINGLY s ANY FUTUNRE AEOLICTIONS 1N THE VALUATION ALLOWANCE RELATED TO SUCH
OCEFERAED THX ASSETE WILL MESULT 1N A CORAEBFORDING REDUCTION 1N DOODWILL 17,
HOWEVER, BUGSEDUENT EVENTE OR CONDITIONS DICTATE AN INCARABE IN THE VALUATION
ALLOWANCE ATTEIEUTHELE in SUCH DEFEARED TAX ASBETE, INCOME TAX EXFENER FOR THE
FORIOD OF THE INCREASE WILL BE INCREMNSED ACCOMDINGLY . .

o Lkl i
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DEFERRED TAX ASSETS AND LHEILIMES AS oF Decemuer I, 1995 ano 1994 (IN THOUSANDS).
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. .
2 RECENRER 31, .
. .
: 1995 1684 :
L # L ILITHES bl L L
® HLLOWANCE FOR BA0 OEETD $ 2 — § 7740 5 —0
: FixgD ASSETS e mm - m :
8 THTANGHILE ASSETS -— me -3 -
& LeAsEn 36 -_ 3080 —.
® Ling INSTALLATION COSTS - — (10817) *
: ACCAUED VPEILITIES 6,780 —_ 16,164 - :
o NOL cArAYFORUARDS 168,067 -- 162,300 - »
® RESTRUCTUMING AND DTHER CHARGRES - -_— 11,339 -
* Oreen !‘m I“ 10,604 1) =
. 204,503 fiizoen) 245137 (55.314) &
s VALUATION ALLOWANCE _{101,678) - {113.018) =l
. R 1 ‘&12} m!‘t .
° ol 25 e .
N e R R R R R R R R R R R

N 1985, THE VALUATION ALLOWANCE DECREASED @y $11.3 MILLIDN DUE TO THE
ComPANY'S RRILITY TO UTILIZE NET uvuﬂ.mm::i LOSSES THAT MANAGEMENT HAD FEREVIOUSLY
DETERMINED WOULD NOT @€ UTILIZED UNDER A "MORE LIKELY THAN NOT™ SCENARIO. THIS 18
MAINLY ATTRIGUTAELE TO THE FROFITARILITY OF INOIVIDUAL OPERATING UNITS 1N 18155,
FACCORDINGLY, THE VALUATION ql.t‘-m_unﬁ:ﬂ' ﬁ_an_l'-u_l;nucla RESULTING 1N REDUCTIONS TO
GOODWILL AND THE PROVISIDN FOR INCOME TRXES OF $4.3 mMLLION AND $7.0 MILLION,

AELPFECTIVELY,

(10) Supplemental Disclosure o Cash Faw Intermation

INTERGST PRAID BY THE I::nml-nm'r nunmﬁ THE vEARrS auulﬁ Decemaen 31, 1965,
18994 AnD 19593 AMOUNTED TO iaaﬂ-:ﬁ.mii.t.iam $48.5 rrlu.s.;'nn. AND $E5.7 MILLION,
RESPECTIVELY. INCOME TAXES FAID, NET OF REFUNDS. OLIRING THE YEARS ENOED Decemaen
21, 1995, 1994 AnND 19893 _w-'nrl‘!.z_"m!_t.'q:!p'm $12.8 mLLoN, AN $10.6 MILLON,
AESFECTIVELY. ; R ' LR

TN CONJUNCTION WITH FUBINESS COMEINM IDN-I DURING THE YERMD QNQIH Decemaun
21, 19965, 1994, AND 1993 (sEe NOTE ), ASSETS ACOUIRED, LIAKILITIEE ASBUMED AND
COMMON BTOCK 1F SUED WERE RS Fﬂ:l;.l.iﬂ'llll (i THOUSANDS )
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CABM #MID

[ ] L]
. DICEMBER 31, *
- L]
L] ] L]
o ; ; o | . RIS .
& FaiR vALUE OF ASSETS ACOUMWIED § 805482 $ 1352 § 500440 e
® Eacese OF COBT OVER NET TANGIELE MESETS ACOUARD 2,301,567 157,934 1401200 *
: LIAEILITIES MESUMED {327,844) (62.322) {389,961) :
s COMMON AND TREASUAY BTOCH 1SBUSD {12.,850) (17,984) {1.230381) o
L ]

»

32,768,355 $ 91750 . § 284367
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QUARTER ENRER

Mascy Tly Junwe 20V, L Laad [s] s 0
1985 1994 1995 1994 . 1998 1994 1985 1994
[N THOUBANDE, EXTERT FEA BHRAE TATA)
REvENUES M m m m‘l $033,560 'm 046,561 572904
OrFgrAaTING THODME
{Loss) 1m,ul 78,313 m 56748 1TTBN1 . 25082 184944  (B0.385)
Net woome (Lose) 51963 40001  61BI6 10812 T2EIY (111756)° Te208  (70.305)
PREFEARED DWVIDEND

REDLWREMENT m 0,938 6,908 6052 38 6008 505 6,004
SrECIAL OWIDEND 4.4 .
eavmenT To Siroas 1 :
ERESCARED BeAS 0D N - — -— — 15000 - s
Emaniecs (Loes) mea
cOmmon oespmel
ey ‘ lﬂl_&m‘.lﬂ
FULLY DHUTED 028 4020 032
Ennnincgs (Loss) ren
COMMON SHanE aurone
BFECWAL DIVIDEND
EHvmENT TD Semies 1 3
FHEFERRED BN HOLDE N i {
Peimmay : $ 020§ 0208 0336 0088 0374 (07H)§ 040
FuLLy DILUTED 0.28 020 .03 0.08 037 {0.75) 040
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In AucusT 1995, METROMEDIA CONVERTED 1TH SermEen | Prereraen STocH
NTO 21,876,976 sHAares oF WoAalnCom Common STOCH: 1N CONNECTION WITH THE
PREFERRED STOCH CONVEASION, WOALOCOM MADE A NON-RECURRING FAYMENT OF $15,0
mILLION TO IMETRDMEDA, almﬁlnhun A DISCOUNT TO THE MINIMUM NDATMNAL DWVIDENOS
THAT WOULD HAVE SEEN FAYANLE ON THE SemEes 1 Fﬂl_!!ﬂ_ﬂlﬂ STOCK PRIOA TO THE
SerTamaer 15, 19896 ormioNAL ;nl.; OATE OF ArPFROXIMATELY, $E2E.6 mILLION [WwHick
AMOUNT INCLUDES AN ANNUAL DIVIDEND REQLIREMENT OF $Z4:5 MILLION FLUS ACCALED
DIWIDENDS TD SUCH CALL DATE]. :

TN THE FOURTH QUARTER OF 1894, THE ComeaNy UNDERTODOK AESTAUCTURING AND
AEORGANIZATIONAL ACTIVITIFG 1N CONNEETION WITH THE 1D MERGER. AN 7 RESULT, DIRGCY
MEAGER COSTS NE $1S.0 MLLION AND RESTRUCTURING CHARGES OF $43.7 miLLoN wine
CHARGED TO OFEATIONS. Sex Nots 2.

IN THE THIRD QUARTEN ::r IHEH. THE Comeany mecorpEn A $7E.0 muuioN cHanoe
AILATED TO A BEHAREHOLDE® LUTIGATION BETTLEMENT, SEe MOTE 7. FILEO. IN THE Tl-mlm AND
FOURTH QUARTEMS OF 1994, THE COMPANY AECORDED ADUURTMENTS OF $35.0 miLLioN AND
$13,5 MLLION, RESPECTIVELY, RELATED TD THE WHITEDOWN OF camTmy 108 BRoRDCAST
ASSETE. SEE Note 3,




Report 01 independent Public &mm

To WorLOCOmM, THC: AND SUESIDRIESS i

We #AvE AUDITTED THE ACCOMPANYING CONGOLIDATED RALANCE SHEETE DF WoALpCom,
INE. (F GEDAGIA CORPORATION] AND SuEIDMES AL OF DEcemasn X1, 19865 ano 1984,
AND THE MELATED, CONSOLIDATED. Hﬂﬂrnln‘r! OF OFERATIONS, SHAREHOLDEAK" INVESTIMINT
AND CABH FLOWS FOM EACH DF THE ’j'lﬂﬂl 1N THE THREE-YENA rmnu Inmu Decemuen Fl,
1995, We 010 NOT AUDIT THE FINRNCHIL BTRTEMENTS OF 1DE COoMmMUNICATIONS GRDUP,
INCoq A COMPANY ACOUIRED DURING 1S54 1N A TRANSACTION mﬂmrm FOR AR lllul"an
OF-INTERESTE, FOR THE YEAR ENDED Dﬂ:tmlm 21, 1991, Sum BTHTEMENTE ANE
INCLUDED 1N THE CONSOLIDATED FINANCIAL STATEMENTS of WoriLoCom, INc. FOR THE vthﬂ
enpen Decemger 21, 15!!!. MND REFLECT 23 FEACENT DOF CONSOLIDATED TOTAL REVENUES
EDR THAT YEAR, THERE I'I'ﬂ“l'lﬂl.ﬂ'l‘l WERE AUDITED aY ql’m Hl.mﬂ'bﬂl WHOBE MEFPONT Hﬁl
HMEEN FURANISHED TO US AND DUR DFINION, INROFAR " 1T er..m“ TE THE AMOUNTS \
NCLUOED FOR 1DE Cnynhqmcmnﬁi GADLF, TNC.s 15 BABED SOLELY UFON THE REFORT OF
THE OTHER RUDITOMAS: THESE FINANCIAL ETATEMENTE ARE THE RSlPﬂnl!l-le'.l"Y DF THE
ComPanNy's mANAGEMENT. Ounr niéuul!mun 15 TO EXPFREGE AN QFINIDN ON THESE
FINANCIAL BTATEMENTS GASED ON OUR AUOITS, g

WE CONDUCTED tml_ﬁuniu 1N ACEORMDANCE WITH GENERALLY ACCEFTED AUOITING
BTANOARDS, THOEE STANDARDS AEQUIAE THAT WE FLEN AND FEAFOAM THE AUDIT TO ORTAIN
REASONABLE ABSURANCE AEOUT WHETHER THE FINANCIAL STATEMENTS ARE #REE OF
MATEM AL MISSTATEMENT:. AN l'nrln'r‘l' INCLUDES ExXmmINING, ON A TESYT BREIL, Imi
SUPFORTING THE AMOUNTS AND DISCLOBURES 1N THE FINANTIAL BTATEMENTS. FiN AUCIT ALS0
INCLUDHES ASSENSING THE RCCOUNTING PRINCIFLES USED AND SIONWICANT li‘l"m‘-.l mMADE .
BY MANAGEMENT, AR WELL AB EVALLUATING ToE OVERALL FINANCIAL STATEMENT
PRESENTATION, WE SELEVE THAT DUM AUDITS AND THE AEFODAT OF THE OTHER RUOITORE

It

FROVIDE A AEASONAELE EASIS FOR OUR OFINION.

1IN DUR OFINION,; EAEED on oua uuﬂl" BNO TME ﬂ.m D' THE OTHER ﬂl-lu“'ﬂ"ll
THE FINANCIAL BTATEMENTS ﬂmnntn TO AROVE PHESENT mm.'v. N ALL MATERINL
AESPECTS,, THE FINANCIAL mm orF Wﬂ-ﬂmCuM. luc. ano iunslnlﬂmll Nns oF
Decemaen 1, 1995 ano 1994, uun THE RESULTS OF THEIR O'Fllﬂ‘ﬂﬂﬂl AND THEN Cﬂ’lﬂ-
FLOWS FOR EACH DF THE YEMRS 1N THE THREE-YEAR FERICO ENOED Decemmen T, 1985, w-
CONFORMITY WITH GENEAALLY ACCEFTED ACCOUNTING PRINCIFLES.

INCHSON, MISSISSIFr, : Mm A""‘“"‘ LLp .

mMearcw 6y 19896,
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Corporate OMficss

WosrLoCom, INC. }
515 EnsT AMTE STREET '
Jackson, Mississies I9201-27028
(601) 260-8600

Traasier Ages

Tre Hand oF NEW YoRax
{aon) s24-4458

ADoMeEsSs SHAREHDLDER INQUIRIES TOL
SHAREHMOLOEM RELATIONS
DeraaTmanTt = 11E

0. 8ox 11258

CHURCH STREET STATION

NeEw York, NEw York 10286

1}

Seno CERTWICATES FOR TRANGFER |
AND Aooress CHANOE TOI "
Recewe Ano Deviver DePmrTmant - 110
F.0. 2ox 11002

Crusck STREET STATION

New Yoad, New Yomrd 10286

FAmTHun AnpDenseNn LLP
JACHSON, MiSSISEF

HECAUSE QUARTEALY ARFORTS ARE
COSTLY, Woe .oCom, INC. HAE DECIDED
TO DISCONTINUE  MMILNG QURRTERLY
HEFDARTS TO ALL SHAREHOLDEAS,
MEQINNING WITH THE MABT QUARTER OF
1996, IN FLACE OF QUARTEALY REFORTE,

YOU MAY CETAIN A COFY OF AN ENHANCED |

VEABION OF EACH OF OUR QURATER-END
PRESGS AELEASEE @Y WAITING TO
BeveaLy HucHuLey, DwecTor OF

INvesTOR RELATIONS, AT THE CompanT's

COAPOMRATE OFFICES, DM CALL DUR
TOLL-FREE FAX-ONDEMAND LINGEy

(Bon) B4s-0372,

TO AECEIVE COMES OF OUR ERRNINGS
ANNOUNCEMENTS. YOU ALSD MY ACCESSR
PHEGS AELEAGSES, AS WELL AE OTHEN
INFORMATION REOUT LUSRLOCOm, 1MC.
&Y VISITING Our INTEANET WES SITE AT
WTTES/ /i WE DM COM.

Shergholder Imrnru .

Mommal Mosley

10:00 Am. COT

mMav 23, 19896

onLoCamy INc. ConrPornTe OFmces
515 EmsT AmTEe STAECT

JAcwsoNn, Msassyes I9201-2702

Merie! asd Dividesd Intermation

THE sHaaEs of WomuoCom, TNCe
Common STOCK ARE DUOTED ON, THE
NASORE NATIONAL MaRKET. 5
On May 25, 1995, THe ComPany
CHANGED 176 NAME TO WoaLoCom, NC.
FAND 1TH THADING SYMEOL aecnme WCom.
PRION TO THE NAME CHANGE, THE i
Comeany's COmMmMOoN STOCK WAS TRADED |
ON THE NAROAQ NaTIoNm. MARKeT
UNDER THE TRRDING BYmaoL LDDS, -
THE FOLLOWING TRELE SETS FORTH THE
HIGH AND LOW SALEES PRICES PEA SHARE
or WomoCom, THc. Common STocx RS
AEFORTED ON THE NABOAD NATIONAL
MARKET BABED ON FUBLISHED FINRNCIAL
BOURCES, FOR THE PERIDOS INDICATRD.

1954 - tip L
FianT QuARTER ﬂl-ﬂ 2325
Gigconn QuanTar ¥ 14.00
THinD QuAsTEnR 2800 ' 14N
FounTh QuanRTen - 2438 16.38
1885 fig Low
Finer QuARTas £§26.25 $18.13
Seconn QuARTER 2738 213
TeAn QumnTan 34.13 075
FoumTH QuamTen 05.68 20.75

As oF MaRcH 15, 1956, THERE WENE
194,042,443 swanes oF Common STocK
ISBUED AND DUTSTANDING HELD &Y 6,406

' GBHAREHOLDENS OF MECORD.

\

THE COMPANY HASE NEVER #AI0 CASH
owipenos on 1TE Common STocH. Tue
POLICY O+ THE ComPaNy'S EDMR0 OF
DIFECTORS HAR EEEN TO RETAN EARMINGE
TO PROVIOE FUNDS FOR THE OPERATI N
ANO EXPANSION OF 178 BUSINESE.

ALsoy *rul ComPAaNT'S CREDIT FRCILITIES
RESTRICT THE PAYMENT OF CATH DIVIDENDS
oM 1Te Common STo0H. .

'.l;_'-\"-ll—'.-i;,‘.;‘:i;'- _'

- .‘.F_':'u’! E e o :

Lt BETSR

A A P g

T T TP
e R

e

Tt

¥

e 1

4

e

oo

¥

|

R

§
i




	7-21 No. - 2593
	7-21 No. - 2594
	7-21 No. - 2595
	7-21 No. - 2596
	7-21 No. - 2597
	7-21 No. - 2598
	7-21 No. - 2599
	7-21 No. - 2600
	7-21 No. - 2601
	7-21 No. - 2602
	7-21 No. - 2603
	7-21 No. - 2604
	7-21 No. - 2605
	7-21 No. - 2606
	7-21 No. - 2607
	7-21 No. - 2608
	7-21 No. - 2609
	7-21 No. - 2610
	7-21 No. - 2611
	7-21 No. - 2612
	7-21 No. - 2613
	7-21 No. - 2614
	7-21 No. - 2615
	7-21 No. - 2616
	7-21 No. - 2617
	7-21 No. - 2618
	7-21 No. - 2619
	7-21 No. - 2620
	7-21 No. - 2621
	7-21 No. - 2622
	7-21 No. - 2623
	7-21 No. - 2624
	7-21 No. - 2625
	7-21 No. - 2626
	7-21 No. - 2627
	7-21 No. - 2628
	7-21 No. - 2629
	7-21 No. - 2630
	7-21 No. - 2631
	7-21 No. - 2632
	7-21 No. - 2633
	7-21 No. - 2634
	7-21 No. - 2635
	7-21 No. - 2636
	7-21 No. - 2637
	7-21 No. - 2638
	7-21 No. - 2639
	7-21 No. - 2640
	7-21 No. - 2641
	7-21 No. - 2642
	7-21 No. - 2643
	7-21 No. - 2644
	7-21 No. - 2645
	7-21 No. - 2646
	7-21 No. - 2647
	7-21 No. - 2648
	7-21 No. - 2649
	7-21 No. - 2650
	7-21 No. - 2651
	7-21 No. - 2652



