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On Tuesday, October 24,2000, Dennis Guard and I of WorldCom, Inc. and Jerry Epstein of
Jenner & Block met with Carol Mattey and Anthony Dale of the Common Carrier Bureau
and Brad Berry, Radhika Karmarkar, and Elizabeth Valinoti of the Enforcement Bureau to
discuss various issues arising from SBC's recent audits mandated by its merger conditions. 1

Specifically, we discussed the following:

• The audit reports submitted by SBC and Ernst & Young did not contain a statement
of compliance or non-compliance with the merger conditions, as required under
paragraphs 40 and 66 of the Merger Order. Nor did the audit reports contain a
statement regarding the sufficiency ofSBC/Ameritech's methods, procedures, and
internal controls for compliance with the conditions, as required by the Merger Order.

• The auditor's opinions were rendered using SBC's interpretations of the FCC's rules.
Both the Merger Conditions and the American Institute of Certified Public
Accountants' standards indicate that rule interpretations/clarifications should be
sought from the appropriate regulatory agency (and certainly not from the subject of
the audit).

I Applications of Ameritech Corp. and SBC Communications, Inc. for Consent to Transfer Control of
Corporations Holding Commission Licenses and Lines Pursuant to Section 214 and 3IO(d) of the
Communications Act, CC Docket No. 98-141, Memorandum Opinion and Order, 14 FCC Red. 4761 (1999)
("Merger Order"), Appendix C at paras. 40, 66 and 67.



• Notwithstanding the absence of an ultimate conclusion as to compliance, the audit
reports identified numerous facts demonstrating SBC's failure to comply with the
merger conditions.

• Consistent with its letter dated September 12,2000, WorldCom reiterated that SBC
should be fined for its violations of the merger conditions, and the Commission
should undertake an investigation into the full extent of SBC's noncompliance.

In accordance with section 1.1206 of the Commission's rules, 47 C.F.R. § 1.1206, an
original and one copy of this memorandum are being filed with your office.

Cc: Carol Mattey
Anthony Dale
Brad Berry
Radhika Karmarkar
Elizabeth Valinoti
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