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March 9, 1998

Ms. Blanca Bayo, Director
Division of Records and Reporting
Room 110, Easley Building
Florida Public Service Commission
2540 Shumard Oak Bivd.
Tallahassee, Florida 32399-0850

Re: Docket No. 971604-TP — Request for appreval of transfer of control of MC1

Communications Corporation (parent corperatien of MCI Matre Access Tnu.hll“
Services, Inc., holder of AAV/ALEC Cortifieats 2906, aad MCI Tolocommunications o

Corporation, holder of IXC Certificate 61, PATS Cartificate 3088, and AAV/ S
Certificate 3996) to TC Investments Corp., a whelly-ewned subsidiary to W R
d/b/a/ LDDS Worldcom. 5 S &I

< LR
Dear Ms. Bayo: ; = Zom

The Commission should deny the Motion to Dismiss filed jointly by MCI and WagdCom &
Docket No. 971604-TP.

In the Communications Workers of America’s (CWA) Petition to Imtervene and Protest of
Proposed Agency Action filed on February 12, 1998, CWA provided evidence to demonstrate
that the impact of the this merger upon Florida consumers requires careful consideration by the
Commission.
ACK e
AFA _Jn its joint application, MCI and WorldCom fiil to provide the evidence necessary to determinc
APP that the merger will benefit Florida consumers. Publicly available evidence indicates that the
merger will not benefit Florida consumers. MCI/WorldCom financial documents filed with the
- Securities and Exchange Commission indicate $5.3 billion “synergy” s»vings from reduced
Mnvestment in the local exchange and marketing to consumer customers. Wall Street analysts
—note that “the bulk of these synergies are to be provided vis.. significant cut back in the
aggressive local market entry pians at MCIMetro.” (See attachment)

a./

— MCI and WorldCom have offered platitudes, but no evidence, to show whether the merged entity
———plans to compete for residential and small business consumers, including those in high-cost

3" —..—areas, in Florida. Absent these plans, there is no benefit to Florida consumers from a merger that
(- will result in a firm that pulls customers off the public switched network onto its private network.
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Therefore, we encourage the Commission to deny the joint Petition to Dismiss filed by MCI and
WorldCom.

Sincerely,

Goldman
Resesrch Economist
Research and Development
Communications Workers of America
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Resuming Coverage (Of WorldCom With A 1-1 COpiniva; $48 Price Objective
Over The Next 12 Months

Our recommendation of WorldCom is based on 8 key reasnna which we think
uniyuely positions the siock as a key large cap stock:

8 “Growth At A Reasonable Price”

WorldCom's current valustion stacks up quite sttractively on a number of different
metrics including P/E (both on & reported basis as well as cash eamings), P/E to
growth, EBITDA and EBITDA to growth as detailed in table 6 below. In addition,
WorldCom currently trades at a P/E discount to the S&P 500 (based on "99E),

a valustion disparity t bet is especially striking when ooe considers the wide
disparity — over four fold — in S year forecasted growth rates (6% for the S&P
ve. 2% for WorldCom).

_,.-}- MCI Mergar Wil Bring 2 Benefits: Significant Cost Sevings &

#2. Merger With MCI Should
Yield 2 Key Bengfis — Cost
Synergiss & Reduced
Competition

—?

7 poto

#3. Wide Investor Appeal:
Auracrive P/E Valuation Brings
in Traditional Growth
Investors

Reduced Intre-Industry Competition:
A) Potantial Cast Saviags: We contious 10 esticss thet $2.5 billion in sota) cost
syntugies (sse table ] below) will be realized in the fisst full yesr ('99) following

the merger with MCl, increasing 10 over $3 billios aspually by 2002. The bulk of
these syasrgies are 1o be provided via network cout sevings, overhead/SGEA

ot MCIMetro which are now be redundant 10 existing and planned MFPS and
Brooks CLBC assets and activities. The net impact on ‘99 sarnings is forecasted
at a 25% accretion 0 EPS ($2.00 va. WorldCom “stand alons™ forecast of $1.60).

Tabls 1: Est. EBITDA Savings - MCI Merger Only
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E) Reduced lntre-lndusiry Competition: Mergers with MC) and Brooka will
reduce, on the margin, the level of inlra-industry competition in both the US LD
and local markets vis the reduction in the number of major compstiton. In the
LD sactor, we hupe fiw o slightly more ruti-nal approsch 1o residential marketing
enpenditures snd pricing with a new focus on profitability, rather than a single
minded pursuit of pure murket share.

On the local .ide, completion of these iwo mergers would mean that MCl's
Metro unit, Brooks and WorldCom's MFS unit would no longer compete with
cach other. We therefore expect that local pricing will foel slightly less preasure
and that significanmt overlapping expenditures (both capital and marketing) will
be eliminated.

¥ Wide Investor Appeal:

WorldCom's addressabie invesior base was vastly expanded 0 onoe again include
traditiona) growth investors, many of whom were unahle W invest in WorldCom

doe 0 current P/Es in exceas of 40x.
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savings as well as o significant cut back in the aggressive local markst entry plans <
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CImizs wime WoRLDCoM AND MC1 FACILITIES
$S RILLION IN “EFRICIENCIES” = L08S OF ONE COMPETITOR

e San Francisco *  Detroit
e Los Angeles

* San Diego Illinois
New York * Chicago
* New York City Washington
Elorida ® Sestile
» Orlando Arizona

s Tamps

s  Miami *  Phoenix
Ohio Oregon

* Cleveland * Portland
Minnesow Georgia

* Minneapolis *  Atana
Colorado Maryland
* Denver * Baltimore
Pennsylvagia Connecticul
* Philadelphia * Hanford
= Pinsburgh
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* Boston

New Jersey






CERTIFICATE OF SERVICE

This is to certify that I have duly served these comments upon these parties by depositing

copies of same in the United States mail, addressed as follows:

Staff Counsel

Florida Public Service Commission
2540 Shumard Osk Boulevard
Tallshassee, FL 32399-0850

Charles J. Beck

Office of Public Counsel

111 W. Madison Street, Room 812
Tallahassee, FL 32399-1400

Floyd R. Self

Messer, Caparello & Self

215 S. Monroe Street, Suite 701
Tallahassee, FL 32302

Richard J. Heitmann
WorldCom, Inc.

515 East Amite Street
Jackson, MS 39201

Jean L. Kiddoo

Kathy L. Cooper

SWIDLER & BERLIN

3000 K Street, N.W., Suite 300

Washington, DC 20007

Anthony P. Giliman

Kimberly Caswell

One Tampa City Censter

201 N. Franklin Street, FLTC0007
Tampa, FL 33602

Tom Bond

MCI

780 Johnson Ferry Road
Atlanta, GA 30342

Richard D. Nelson

HOPPING, GREEN, SAMS & SMITH
123 South Calhoon Street

Tallahassee, FL 32301

Bernard A. Nigro, Jr.

COLLIER, SHANNON, RILL & SCOTT,
PLLC

3050 K Street, N.W., Suite 400

Washington, DC 20007





