COMMONWEALTH OF KENTUCKY
REFORE THE PUBLIC BIRVICE COMMIGHSION

In the Matter of:

APPLICATION FOR AUTHORITY TO TRANBFER }
CONTROL OF WILTEL, INC. TO LDDAR } CABIEE NO,
COMMUNICATIONS, INC. AND FOR APPROVAL } 94-319
OF RELATED TRANSACTIONSB )
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On fBeptamber 14, 1994, Williamo Companios, Inc., ("Williamas"),
WIG Holdings, Inc, ("WTG Holdings'"), Williams Telecommunications
Group, Inc, ("wra*), WilTel, Ine, ("WilTeal") and LDDO
Communications, Inc. ("LDDB") filed an application pursuant ¢to
KRB 278.020(4), 278.020(5) and KRS 278.300 for approval of a plan
to transfer control of WilTel to LDDB, Williams is a
nonjurisdictional, publicly traded Delaware corporation with
haadquartere located in Oklahoma, WTG Holdings is a subsidiary of
Williame and WTG ig a wholly owned pubspldiary of WTG Holdings,
Noither WTG Holdings nér WTG is a juripdictional compuny. WilTel,
84 wholly ownad pubgidiary of WTG, wap authorized to provids
intrastate, intaeresxchange telecommunications sorvice in Kentucky in
Cape No, 91-395,' LDDS is a publicly traded Gaorgias corporation,
LDDS provides intrastate telecommunications services in Kentucky

pursuant to the authority originally issued to Metromedia

} Cage No, 91-395, Application of WilTel, Inc, for a Certificate
of Public Convenience and Necessity to Provide Intrastate,
Interexchange Telecommunications Bervices, Within the Btate of
Kentucky, and for Approval of its Initial Tariff,



Communicationa Corporation ("Metromedia®). In Kentucky, Metromedia
provided intrastate, interLATA aervica to cuatomars pursuant to
Case No, 10200,7 dated June 24, 1988 (an originally granted to
Matramedia‘'a predeceasor, United States Tranomisaion Systoms,
Inc.}, Purauant to Order in Case No, 93-15%0' datod July 13, 1993,
the Commisalon approved the joint application of LDDS, Metromadia
and Regurgeng Communicationa Group, Inc., raguesting authority to
marge, At closing, the name of the purviving Goorgia corporation
was changed to "LDDS Communicationa, Inc.,' as the Commisalon was
informed by letter dated September 17, 1993, LDDS 1w the fourth
largest interexchange company in tho nation.

The trangaction will be implemanted pursuant to a 8tock
Purchasa Agreement (“the Agresment") betwasn Williamm and LDDS,
whereby LDDS8 will purchase all right, title and intaraat in shares
of WTG from WTG Holdings, After the purchasa in consummated, WIG
will become a wholly-owned subsidiary of LDDS, and Willel will
ramain a8 wholly-owned subagidiary of WIG., Ao a rasult, WilTel will
ultimately be owned and controlled by LDDS. In conaideration,
Williame will receive $2.5 billion in cash, a large portion of
which will be financed through & Credit Facility deacribed balow.

The transfer will not affect the provision of intrastate service in

4 Cags No, 10200, Application of United States Tranamission
Bystems, Inc, for a Certificate of Public Convenience and
Necegsity to Provide Intralata Teloecommunications Borvices
within the Btate of Kentucky.

! Case No. 93-190, Joint Application for Authority for LDDS
Communicatione, Inc, to Merge with Matromedia Communications
Corporation and Resurgens Communications Group, Inc.
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Kentucky, and cuatomera will continue to receive the same quality
of mervicea from WilTel that they currently receive under the aame
vatea, teyrma and conditiona pursuant to exleting tariffe. The
Commimaion finde that LDDS haa the (financial, tachnical and
managerial abilitiem to provide reascnable saervice,

In addition to approval for the purchase of WTG, LDDS also
requeatsa authority to increase its authorized shares of common and
preferred atock and to obtain §3.5 billion of senior bank
facilitiea. The Credit PFacility will be used to finance the
acquiasition of the stock of WilTel, refinance existing
indebtedness, finance capital expenditures and provide working
capital.

With regard to the Credit Facility agreement, the Commission
haa allowed nondominant carriers wide latitude in determining
financial arrangements appropriate for their situation, Thio
flexibility is based on the fact that the market in which these
carriera compete is characterized by significant competition and
numerous suppliers of similar services., Therefore the demise of a
nondominant carrier as a8 result of inappropriate £financing
arrangements will be the burden of the company’'s stockholders and
will not harm the public interest.

Therefore, the Commiesion finds that the purchase of WTG by
LDDS and the execution of the Credit Facllity as described in the

application is for a lawful object within itse corporate purpose, ip
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necenpary, appropriate and conaiatent with tha proper parformance
of its service to the public, will not impalyr ite ability to
poerform that morvice, is reasonably necessary and appropriate for
auch purpomsa, 18 congletent with the requiremants of KRS 278,300,
and should be approvad.

The Commission boing otharwise suffiociently advised,

IT I8 ORDERED that:

1, The authority raquested in the application to transfer
control of WTU and WilTel Lo LDDG 1s approvead,

2. The authority for LDDO to enter into the Credit Facility
in approved,.

3, Approval of thie application doss not imply any guarantee
of the securitien or avidenos of indehtsdness hy the state, or any
oblligation on the part of the sBtate with respasct thersto.

4, WilTel and LDDH shall notify the Commission within 10
dayn of the trannfoer or shall notify the Commigsion 1f the transfer
doen not ogaur.

Done at Trankfort, Kentucky, thisiich day of October, 1994,

PUBLIC BERVICE COMMISSION
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