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(Conspiracy to Commt Securities Fraud)
The Grand Jury charges:

RELEVANT PERSONS AND ENTI TI ES

1. At all tinmes relevant to this Indictnent,
Worl dCom Inc. ("WrldConi') was a corporation organi zed under
the laws of the State of Georgia with its headquarters in
Cinton, Mssissippi. At all tinmes relevant to this Indictnent,
Wor|l dCom's common stock was |isted on the NASDAQ National Market
System an electronic securities market system adm nistered by
the National Association of Securities Dealers ("NASD'), under
the synmbol "WCOM " As of May 31, 2002, WorldConls | argest
i nstitutional sharehol ders included Bernstein |Investnent
Research and Managenent, Oppenheiner Capital, Merrill Lynch
| nvest nent Managers, and Col |l ege Retirenent Equities Fund, al
of which maintained offices in New York, New York. Fromin or

about 1989 until on or about May 16, 2002, Arthur Andersen LLP



("Arthur Andersen") served as Wirl dConm s i ndependent external
auditors. Beginning on or about May 16, 2002, KPMG LLP ("KPMG')
served as Worl dCom s i ndependent external auditors.

2. Fromin or about Decenber 1994 until on or about
June 25, 2002, SCOIT D. SULLIVAN, the defendant, was a certified
public accountant ("CPA") who served, at various tines, as
Worl dComis Chief Financial Oficer, Treasurer and Secretary.
Worl dComi s 2001 10-K and its Form 10-Q for the first quarter of
2002, both of which were filed with the United States Securities
and Exchange Comm ssion ("SEC') and which included Wrl dConi s
financial statenments for those periods, were prepared under
SULLI VAN s direction and bear his signature.

3. Fromin or about August 1995 through on or about
June 25, 2002, David F. Myers, a co-conspirator not nanmed as a
def endant herein, was a CPA who served, at various tines, as
Senior Vice President and Controller of WrldCom

4. Fromin or about 1997 through the present, Buford
Yates, Jr., a co-conspirator not naned as a defendant herein,
was a CPA who served as WrldComis Director of Cenera
Accounting. Yates directly supervised Betty L. Vinson and Troy
M Nor mand, co-conspirators not naned as defendants herein.

5. Fromin or about 1996 through the present, Betty
L. Vinson, a co-conspirator not nanmed as a defendant herein, was

a CPA and was an enployee in WrldComis General Accounting



departnent. |In or about January 2002, Vinson was pronoted to
Di rector of Managenent Reporting.

6. Fromin or about 1997 through the present, Troy
M Nornmand, a co-conspirator not named as a defendant herein,
was a CPA and was an enployee in WrldComis General Accounting
departnent. In or about January 2002, Normand was pronoted to
Director of Legal Entity Accounting.

CERTAI N RELEVANT ACCOUNTI NG PRI NCI PLES

7. Publ i ¢ conpani es, such as WrldCom typically
report the financial results of their operations in financial
statenents that include both an Incone Statenent and a Bal ance
Sheet. A conpany's Incone Statenent reports, anong ot her
t hi ngs, revenue recogni zed, expenses incurred, and inconme earned
during a stated period of tinme -- usually for a fiscal quarter
or a fiscal year. Wthin an Incone Statenent, expenses are
generally subtracted fromrevenues to cal cul ate incone. A
conpany's Bal ance Sheet reports, anong other things, the assets
and liabilities of a conpany at a point in tine, usually as of
the end of the conpany's fiscal quarter or fiscal year.

8. When conpani es spend noney or incur costs, those
expenditures can be accounted for in a nunber of ways. Sone
types of expenditures, nost comonly those incurred by a conpany
inits normal operations, are treated as current or operating

expenses. Exanples include recurring costs such as sal aries and



wages, insurance, equipnment rental, electricity, and mai ntenance
contracts. In brief, alnost all routine expenditures that a
conpany nakes are operating expenses. Oher types of

expendi tures, nost commonly those which result in the

acqui sition of, or inprovenent to, the conpany’s assets, are
treated as capital expenditures. Exanples include purchases of
real estate, manufacturing equi pnment, and conputer equi pnment.

9. Oper ati ng expenses and capital expenditures
generally receive different accounting treatnment. Operating
expenses are generally reported on a conpany’s |Incone Statenent
and subtracted fromrevenues in the period in which the expense
is incurred or paid, to derive net inconme. Capital
expenditures, by contrast, are not subtracted fromrevenues and
are not generally reflected on the Incone Statenent. |nstead,
capital expenditures are reflected as assets on a conpany’s
Bal ance Sheet and, depending on the nature of the asset and its
expected useful life, are subject to depreciation. Wen a
capital asset is depreciated, a portion of the asset’s value is
witten off over a nunber of accounting periods. The portion of
the asset’s value that is depreciated for a given period is
reflected as a current expense in each period and deducted from
revenues on the Incone Statenent.

10. If a conpany transfers or reclassifies a given

expenditure from an operati ng expense to a capital expenditure,



that transfer will have the following effects in the reporting
period for which the transfer is nmade: (a) the conpany’s
operating expenses wll be reduced, and the conpany's net inconme
will be increased by the anount reclassified or transferred; and
(b) the value of the conpany's capital assets will increase by

t he amount recl assified.

WORLDCOM S NETWORKS AND THI RD- PARTY ACCESS FEES

11. At all tinmes relevant to this Indictnent,
Wor |1 dCom provi ded a broad range of conmunications services to
United States and foreign-based busi nesses and consuners,
i ncl udi ng, anong other things, data transm ssion services,
Internet-rel ated services, comercial voice services,
i nternational conmmuni cation services, |ong distance service, and
ot her tel econmuni cation services.

12. At all tinmes relevant to this Indictnent,
Wor| dCom general |y enpl oyed an "on-net" business strategy,
pursuant to which Worl dCom sought to develop the ability to
provi de service through its own proprietary comuni cations
networks and related facilities. To carry out this "on-net"
busi ness strategy, Wrl dCom nmai ntai ned extensive network
facilities to connect netropolitan centers and various regions
t hroughout the world. To serve custoners that were not directly

connected to its networks, WrldCompaid fees to use or |ease



so-called "off-net" facilities and connections from ot her
t el ecommuni cati on conpani es.

13. The various fees that WrldCom paid to use or
| ease facilities belonging to third-parties were generally
referred to by WorldComin its internal reports, publicly filed
financial reports, and el sewhere as "line costs" or "tel co"
expenses. Prior to the first quarter of 2001, WrldCom did not
capitalize line costs paid to lease facilities fromthird
parties but treated such costs as operating expenses on
Wor 1 dCom s | ncone Statenent.

14. Fromtinme to tinme, WrldCom established reserves
for various expenses to ensure that it had adequate funds
avai |l abl e to nmake required paynents. Anpong the reserves that
Wor | dCom est abl i shed were reserves for |ine costs and deferred
taxes. Line cost reserves were established, in substance, by
estimating the level of line cost expenses that Wrl dCom had
incurred for a given period but had not yet paid and by
estimating the level of disputed clainms related to |ine cost
expenses. Deferred tax reserves were established, in substance,
by estimating the anount of taxes that Wrl dCom woul d be
required to pay in a given future period. Line cost reserves
and deferred tax reserves were listed on Wrl dCom s bal ance

sheet as liabilities.



WORLDCOM S EXPANDED RELI ANCE ON THI RD- PARTY LEASES

15. In or about 1999, WrldComentered into a |arge
nunber of long-term | ease agreenents with various third-party
carriers to gain access to out-of-network facilities. WrldCom
secured these |eases in anticipation that a proliferation of
various Internet-related business ventures |ikely would increase
future demand for Wrl dCom servi ces, although such demand did
not then exist.

16. Many of these |eases required WrldComto pay a
fixed sumto the third-party carrier over the full termof the
| ease regardl ess of whether WrldComand its custoners actually
made use of all or part of the capacity of the |leased facility.
As described in paragraph 13 above, these fixed paynents to
third parties were part of WrldConms "line costs.”

WORLDCOM S COMVIUNI CATI ONS W TH | NVESTORS

17. At all tinmes relevant to this Indictnent, the
managenent of many public conpani es provided "gui dance" to the
i nvesting public regarding anticipated earnings for upcom ng
reporting periods. Relying in part on the conpany's "gui dance,"
many professional securities analysts then dissemnated to the
public their own estimtes of the conpany's expected
performance. These "earnings estinmates"” or "anal ysts
expectations" were closely followed by investors. Typically, if

a conpany announced earnings that failed to neet or exceed



anal ysts' expectations, the price of the conpany's securities
decl i ned.

18. At all tinmes relevant to this Indictnent,
numer ous anal ysts of major WaAll Street investnent firnms foll owed
Wor 1 dCom s performance and "gui dance" estimates regarding its
expected earnings. These anal ysts consi dered, anong ot her
t hi ngs, Worl dCom s managenent's "gui dance" concerning estimated
EBI TDA (" Earni ngs Before Interest, Taxes, Depreciation, and
Anortization"), earnings per share, net inconme, and capital
expenditures to gauge Wrl dCom s performance and predict
Wor| dCom s expected earni ngs.

19. Worl dCom executives, including SCOTT SULLI VAN
t he defendant, net with anal ysts and investors in neetings and
conferences in New York, New York, anong other places. At those
meeti ngs, SULLI VAN and ot hers provided information about
Worl dComis reported financial results to analysts and investors.
Mar ket partici pants and nenbers of the investing public
thereafter considered and relied upon these periodic financial
reports.

WORLDCOM S 2001 CREDIT FACI LI TI ES

20. At all tines relevant to this Indictnent,
Wor | dCom obt ai ned credit from banks and ot her | ending

institutions for general corporate purposes.



21. On or about June 8, 2001, Wrl dCom obtai ned two
credit facilities. The first was a $2.65 billion 364-Day
Revolving Credit Facility and the second was a $1.6 billion
Fi ve- Year Revolving Credit Facility (collectively the “2001
Credit Facilities”). The participating banks in the 2001 Credit
Facilities were Bank of Anmerica, N A, The Chase Manhattan Bank,
Ctibank and other lending institutions (the “Participating
Lenders”). In connection with the 2001 Credit Facilities,

Worl dCom entered into certain | oan agreenents (the “2001 Credit
Agreenents”) which required WrldComto provide, anong ot her

t hings, Worl dComi s quarterly and annual financial statenments to
the Participating Lenders.

THE SCHEME TO DEFRAUD

22. As nore fully set forth below, fromin or about
Cct ober 2000 through in or about June 2002, SCOIT D. SULLI VAN
t he defendant, and his co-conspirators, engaged in an illegal
schenme to inflate artificially WrldComs publicly reported
earnings by falsely and fraudulently reducing reported |ine cost
expenses. To effect this illegal schenme, SULLIVAN and his co-
conspirators nmade entries in WrldCom s general |edger,
crediting line costs and debiting bal ance sheet accounts,
i ncl udi ng, various reserve and capital accounts. As SULLI VAN
and his co-conspirators well knew, there was no justification in

fact, or under Cenerally Accepted Accounting Principles



("GAAP"), for these entries. SULLIVAN and his co-conspirators
made these fal se and fraudul ent journal entries in WrldCom s
general | edger know ng, and intending (1) that such journal
entries would ultimately be reflected in Wrl dCom s financi al
statenments and public filings with the SEC, (2) that Wrl dCom s
financial statements and public filings would falsely overstate
Worl dCom s earnings; and (3) that the investing public would
rely upon such overstated earnings.

23. Beginning at least in or about July 2000,
Worl dCom s expenses as a percentage of its total revenue began
to increase, resulting in a decline in the rate of growth of
Worl dComi's earnings. As SCOIT D. SULLI VAN, the defendant, and
his co-conspirators recogni zed, the decline in earnings created
a substantial risk that, unless WrldCom s perfornance inproved,
its earnings would fail to neet anal ysts' expectations and the
mar ket price of Wborl dCom's securities would therefore decline.

24. In or about Cctober 2000, after review ng
prelimnary financial statenents for the third quarter of 2000,
SCOTT D. SULLI VAN, the defendant, and others known and unknown,
determ ned that Worl dComl s expenses as a percentage of revenue
were too high to neet anal ysts' expectations and were
substantially higher than managenent's previ ous "gui dance" to
prof essional securities analysts and nenbers of the investing

public. To neet anal ysts' expectations, SULLIVAN instructed

10



David F. Myers, and his subordi nates, including Buford Yates,
Jr., Betty L. Vinson, and Troy M Normand, in substance and in
part, to falsely and fraudulently book certain entries in

Wor|l dCom s general |edger, which were designed to reduce

Worl dCom's reported line costs and thereby increase Wrl dConi s
reported earnings. Specifically, SULLIVAN instructed Mers,
Yates, Vinson, and Nornmand, in substance and in part, to make
journal entries crediting |line cost expense accounts. To make
these entries bal ance on Wrl dComl s general |edger, SULLI VAN
instructed Myers and his subordinates, including Yates, Vinson,
and Normand to debit, in amunts corresponding to the |ine cost
credits, various accounts on Wrl dCom s bal ance sheet, i ncluding
accrued line costs, deferred tax liability, and other |ong-term
liabilities. Neither SULLI VAN nor Myers provided Yates, Vinson,
or Normand wi th any supporting docunentation or any proper

busi ness rationale for the entries. Neverthel ess, Yates,

Vi nson, Normand, and others booked certain entries in WrldCom s
general |edger, which had the net effect of reducing |ine costs
by approximately $828 mllion, and thereby increasing WrldCom s
publicly reported earnings for the third quarter of 2000 by the
sane anount. As SULLI VAN, Mers, Yates, Vinson, and Nornmand
wel | knew, there was no justification in fact or under GAAP for

these entri es.
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25. In or about February 2001, after review ng
Worl dComi's prelimnary financial statenments for the fourth
guarter of 2000, SCOTT D. SULLIVAN, the defendant, and others
known and unknown, again determ ned that WrldConm s expenses as
a percentage of revenue were too high to neet analysts
expectations and were substantially higher than managenent's
earlier "guidance." SULLIVAN again instructed David F. Mers
and his subordinates, including Buford Yates, Jr., Betty L.
Vinson, and Troy M Normand, in substance and in part, to
falsely and fraudul ently book certain entries in WrldCom s
general | edger, which were designed to reduce Wrl dCom s
reported line costs and thereby increase WrldConm s reported
earnings. Specifically, SULLIVAN instructed Myers, Yates,
Vi nson, and Normand, in substance and in part, to nake journal
entries crediting |ine cost expense accounts. To nmake these
entries bal ance on Wrl dCom s general |edger, SULLIVAN
instructed Myers and his subordinates, including Yates, Vinson,
and Normand to debit, in amunts corresponding to the |ine cost
credits, various accounts on Wrl dCom s bal ance sheet, such as
deferred tax liability. Neither SULLIVAN nor Myers provided
Yates, Vinson, or Normand with any supporting docunentation or
any proper business rationale for the entries. Nevertheless,
Yates, Vinson, Normand, and others booked certain entries in

Wor|l dCom s general |edger, which had the net effect of reducing

12



line costs by approximtely $407 mllion, and thereby increasing
Worl dCom's publicly reported earnings for the fourth quarter of
2000 by the sane anount. As SULLI VAN, Myers, Yates, Vinson, and
Nor mand wel | knew, there was no justification in fact or under
GAAP for these entries.
26. In or about April 2001, after review ng
Worl dComis prelimnary financial statenments for the first
quarter of 2001, SCOIT D. SULLIVAN, the defendant, and others
known and unknown, again determ ned that WrldConm s expenses as
a percentage of revenue were too high to neet anal ysts
expectations. SULLIVAN, David F. Myers, and Buford Yates, Jr.,
agreed that it was no | onger possible to disguise WrldConis
rising ratio of expenses to revenue by reducing various reserves
on Wirl dConis general |edger. Therefore, the conspirators
di scussed a schene to hide Wrl dCom s increasing expenses by
causi ng substantial portions of WirldCom s |ine costs to be
transferred fromcurrent expense accounts into bal ance sheet
accounts. This transfer would all ow WrldComto defer
recogni zing a substantial portion of its current operating
expenses, thereby allow ng WrldComto report higher earnings.
27. To inplenent this schenme, SCOTT D. SULLI VAN, the
def endant, instructed David F. Myers to direct enployees of
Wor|l dComi s general accounting departnent to make various journal

entries necessary to transfer certain line costs from expense
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accounts on Wrl dCom s general |edger to capital expenditure
accounts on Wrl dConis general | edger.

28. In furtherance of this plan, SCOIT D. SULLI VAN
the defendant, and David F. Myers instructed certain
subordi nates, including Buford Yates, Jr., Betty L. Vinson, and
Troy M Normand to nmake journal entries transferring certain
line costs from expense accounts in WrldComl s general |edger to
certain general |edger accounts for capital expenditures. As a
result of these transfers, billions of dollars of WrldCom s
current expenses were transferred from expenses on its |Incone
Statenent to assets on its Bal ance Sheet. Contrary to
Worl dCom s usual practices and prevailing accounting industry
nornms, no docunentary support existed for any of these entries,
whi ch reclassified certain line costs as capital expenditures.

29. Beginning at the end of the first quarter of 2001
and continuing through the first quarter of 2002, Buford Yates,
Jr., Betty L. Vinson, and Troy M Normand executed the
instructions of SCOIT D. SULLIVAN, the defendant, and David F
Myers by nmaking certain journal entries in the general |edger to
transfer, in total, approximately $3.8 billion fromline cost
expense accounts to capital expenditure accounts. SULLIVAN and
Myers's instructions were generally comuni cated, and the

journal entries affecting the transfers were generally nade,
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after WorldCom's field offices' books were closed for each
quarter.

30. In or about April 2001, Troy M Normand
t el ephoned Worl dComis Director of Property Accounting (the
"DPA") and instructed himto adjust the schedul es he nuintained
for certain Property, Plant & Equi pnent (“PP&E’) capital
expenditure accounts (the "PP&E Rol | - Forward") by increasing
certain capital accounts for "prepaid capacity."” Nornmand
advi sed the DPA that these entries had been ordered by SCOIT D.
SULLI VAN, the defendant, and David F. Myers. Correspondingly, a
subordi nate of Normand nmade journal entries in WrldCons
general |edger, transferring approximately $771 mllion from
certain line cost expense accounts to other accounts, including
certain PP&E capital expenditure accounts.

31. In or about July 2001, Troy M Normand called the
DPA and again instructed himto adjust the PP&E Rol | -Forward by
i ncreasing certain capital accounts for "prepaid capacity."”
Nor mand agai n advi sed the DPA that these entries had been
ordered by SCOIT D. SULLI VAN, the defendant, and David F. Mers.
Correspondi ngly, Betty L. Vinson nmade journal entries in
Worl dCom s general |edger that effectively transferred
approximately $560 mllion fromcertain |ine cost expense

accounts to certain PP&E capital expenditure accounts.
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32. In or about Cctober 2001, Troy M Normand call ed
the DPA and again instructed himto adjust the PP& Rol | -Forward
by increasing certain capital accounts for "prepaid capacity."
Nor mand agai n advi sed the DPA that these entries had been
ordered by SCOIT D. SULLI VAN, the defendant, and David F. Mers.
Correspondi ngly, a subordinate of Betty L. Vinson made journal
entries in WrldConml s general |edger that effectively
transferred approximately $743 million fromcertain |ine cost
expense accounts to certain PP&E capital expenditure accounts.

33. In or about February 2002, Troy M Normand cal |l ed
the DPA and again instructed himto adjust the PP& Rol | -Forward
by increasing certain capital accounts for "prepaid capacity."
Nor mand agai n advi sed the DPA that these entries had been
ordered by SCOTT D. SULLI VAN, the defendant, and David F. Mers.
Correspondi ngly, Betty L. Vinson nmade journal entries in
Worl dCom s general |edger that effectively transferred
approximately $941 mllion fromcertain |ine cost expense
accounts to certain PP&E capital expenditure accounts.

34. In or about April 2002, Troy M Normand cal |l ed
the DPA and again instructed himto adjust the PP& Rol | -Forward
by increasing certain capital accounts for "prepaid capacity."
Nor mand agai n advi sed the DPA that these entries had been
ordered by SCOTT D. SULLI VAN, the defendant, and David F. Mers.

Correspondi ngly, Betty L. Vinson nmade journal entries in
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Worl dCom s general |edger that effectively transferred
approximately $818 mllion fromcertain |ine cost expense
accounts to certain PP&E capital expenditure accounts.

35. In the normal course of closing the books for
each quarterly reporting period, the DPA and his subordi nates
prepared the PP&E Rol | -Forward based on docunments and
i nformation provided fromWrl|ldComfield operations reflecting
actual business activity. Wth respect to each of the
adj ustnents described in paragraphs 30 through 34 above, the DPA
recei ved no supporting docunentation, despite his requests to
Troy M Nornmand for such support. Moreover, the DPA was
directed to make these adjustnents after the field offices
books had been cl osed for each quarter.

36. As SCOIT D. SULLIVAN, the defendant, and his co-
conspirators well knew, there was no basis in fact to capitalize
such line costs and the journal entries described in paragraphs
30 through 34 above were nade solely for the purpose of falsely
and fraudulently reducing Wirl dCom s publicly reported expenses
and increasing its publicly reported earnings. Moreover, as
SULLI VAN and his co-conspirators well knew, the accounting
treatnment of line costs described above was not in accordance
with GAAP.

FAI LURE TO DI SCLOSE TRANSFERS TO AUDI TORS

17



37. Neither SCOIT D. SULLI VAN, the defendant, nor any
ot her Worl dCom of ficer, disclosed to nenbers of the Arthur
Ander sen engagenent team during the course of its audits, that
Wor 1 dCom had begun to capitalize third-party line costs.

38. Neither SCOIT D. SULLI VAN, the defendant, nor any
ot her Worl dCom of ficer, disclosed to nenbers of the Arthur
Ander sen engagenent team during the course of its audits, any
of the journal entries sunmarized in paragraphs 30 through 34
above.

39. Neither SCOIT D. SULLI VAN, the defendant, nor any
ot her Worl dCom of ficer, disclosed to nenbers of the Arthur
Ander sen engagenent team during the course of its audits, a
list of "top-side"” entries -- entries nade at the corporate
| evel -- such as the transfers described in paragraphs 30
t hrough 34 above, as Arthur Andersen fromtine to tine
request ed.

40. Neither SCOTT D. SULLI VAN, the defendant, nor any
ot her Worl dCom of ficer, disclosed to nenbers of the Arthur
Ander sen engagenent team during the course of its audits, that
Wor 1 dCom had changed its accounting practices for certain |line
costs, nanely that certain line costs had been capitalized
rather than treated as an expense, even though Arthur Andersen
had asked SULLI VAN whet her Wbr| dCom had i npl enent ed any changes

i n accounting practices.
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FALSE STATEMENTS I N PUBLI C FI LI NGS

41. To sell securities to nenbers of the public and
mai ntain public trading of its securities in the United States,
Worl dCom was required to conply with provisions of the federal
securities laws, including the Securities Exchange Act of 1934
and regul ations pronul gated t hereunder, that were designed to
ensure that the conpany’s financial information was accurately
recorded and di sclosed to the public.

42. Under these regul ations, WrldCom was required
to, anong other things (a) file with the SEC annual fi nanci al
statenments audited by an independent accountant; (b) file with
the SEC quarterly updates of its financial statenents that
disclosed its financial condition and the results of its
busi ness operations for each three-nonth period; (c) devise and
mai ntain a system of internal accounting controls sufficient to
provi de reasonabl e assurances that the conpany’s transactions
were recorded as necessary to permt preparation of financial
statenents in conformty with GAAP and ot her applicable
criteria; and (d) make and keep books, records, and accounts
that accurately and fairly reflected the conpany’ s busi ness
transacti ons.

43. At all times relevant to this Indictnent,

Worl dCom's quarterly and year-end financial statenments were

transmtted to the offices of Merrill Comrunications LLC
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("Merrill™) in New York, New York, a filing agent that assists
conpanies in electronically filing periodic reports with the
SEC, and were thereafter transmtted electronically by Merril
or a Merrill subcontractor, located in New York, New York, to
the SEC and were filed electronically with the SEC

44, Neither SCOTT D. SULLI VAN, the defendant, nor any
of his co-conspirators publicly disclosed the decision to
capitalize a substantial portion of WirldConmis |ine costs in
Worl dComi's public filings with the SEC fromthe first quarter of
2001 through the first quarter of 2002, or in any other
publicly-issued statenent known to the SEC.

45. By falsely concealing Iine costs and thereby
| owering publicly reported expenses, SCOIT D. SULLI VAN, the
def endant, and his co-conspirators were able to assure that
Wor | dComi' s 2001 Form 10-K reported to the investing public that
Worl dComi's |ine costs expressed as a percentage of overal
conpany revenues renained fairly consistent over a three-year
period, nanely 41.0% for 1999, 39.6% for 2000, and 41.9% for
2001, when, in truth and in fact, as SULLI VAN and his co-
conspirators well knew, line costs as a percentage of overal
conpany revenue for 2001 had grown to approxi mately 50%
Moreover, as a result of the fraudulent journal entries
descri bed above, SULLIVAN and his co-conspirators were able to

assure that WrldCom's reported earni ngs exceeded it actual
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earnings for the period from Cct ober 2000 through April 2002 by
approximately $5 billion.

FALSE STATEMENTS TO THE PARTI Cl PATI NG LENDERS

46. As a further part of this schene to defraud
Wor | dComi s sharehol ders and creditors, during the Spring of
2001, SCOTT SULLI VAN, the defendant, and other Worl dCom officers
began di scussions with the Participating Lenders to obtain |Iines
of credit for WorldCom In furtherance of the schenme, on or
about May 14, 2001, SULLIVAN signed a commtnent letter on
behal f of WorldComfor the 2001 Credit Facilities. 1In the
commtnent letter, WrldComrepresented and warranted, anong
other things, that information provided to Bank of Anerica
(“BOA") and The Chase Manhattan Bank (“Chase”), i ncluding
Worl dCom s financial statenments, “is and will be conplete and
correct in all material respects and does not and will not
contain any untrue statenent of a material fact.” Worl dCom
further undertook “to supplenent the Information fromtime to
time until the close date” of the | oans.

47. However, as SCOIT SULLI VAN, the defendant, and
others well knew, the financial statenents on which BOA and
Chase had relied in issuing the Commtnent Letter, for the
reasons set forth nore fully above, were false and fraudul ent.
Further, as SULLI VAN knew and i ntended, BOA, Chase and the other

Participating Lenders relied upon the information that Wrl dCom
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provi ded, including WrldConmis fraudul ent financial statenents
and copies of its public filings wwth the SEC, in making
decisions to extend credit to Wrl dCom

48. On or about My 15, 2001, SCOTT SULLI VAN, the
defendant, and others, in furtherance of WrldComs efforts to
obtain financing, gave a presentation to the Participating
Lenders at the Waldorf Astoria in New York, New York about
Wor|l dComi s purported financial health. In furtherance of the
schenme, SULLI VAN rmade material m srepresentations to the
Participating Lenders, including, anong others matters,
Wor | dComi s 2000 EBI TDA. I n addition, SULLIVAN presented
forecasts for Wrl dConis 2001 capital expenditures, but omtted
to disclose that Wrl dCom had begun capitalizing a substanti al
portion of its recurring |line cost expenses, as set forth above.

49. By providing false financial statenments to the
Participating Lenders, SCOIT D. SULLIVAN, the defendant, and his
co-conspirators were able to secure nore than $4.25 billion in
credit fromthe Participating Lenders. After fraudulently
obtaining the 2001 Credit Facilities, SULLIVAN and his co-
conspirators continued to provide fal se and fraudul ent quarterly
financial statenments, for the purpose, anong others, of
preventing the Participating Lenders fromdiscovering that the
financial statenments provided with the |loan applications were

f raudul ent .
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THE CONSPI RACY

50. Fromin or about QOctober 2000 through in or about
June 2002, in the Southern District of New York and el sewhere,
SCOIT D. SULLI VAN, the defendant, and others known and unknown,
unlawful Iy, willfully, and know ngly did conbi ne, conspire,
confederate, and agree together and with each other to commt
of fenses against the United States, nanely (a) to commt fraud
in connection with the purchase and sale of securities issued by
WrldCom in violation of Title 15, United States Code, Sections
78] (b) and 78ff, and Title 17, Code of Federal Regul ations,
Section 240.10b-5; (b) to nmake and cause to be nade fal se and
m sl eadi ng statenents of material fact in applications, reports,
and docunents required to be filed under the Securities Exchange
Act of 1934 (the "Act") and the rules and regul ations
t hereunder, in violation of Title 15, United States Code,
Section 78ff; (c) to make and cause to be made fal se and
m sl eadi ng statenents to Worl dCom's auditors, in violation of
Title 15, United States Code, Section 78ff and Title 17, Code of
Federal Regul ations, Section 240.13b2-2; (d) to falsify books,
records, and accounts of WirldCom in violation of Title 15,
United States Code, Sections 78m(b)(2)(A), 78m(b)(5) and 78ff,
and Title 17, Code of Federal Regul ations, Section 240.13b2- 1;
(e) to commt bank fraud, in violation of Title 18, United

States Code, Sections 1344 and 20; and (f) to nake false
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statenments in connection with |loan applications, in violation of
Title 18, United States Code, Section 1014.

OBJECTS OF THE CONSPI RACY

Fraud I n Connection Wth The
Purchase O Sale O Securities

51. It was a part and an object of the conspiracy
that SCOTT D. SULLI VAN, the defendant, and others known and un-
known, unlawfully, willfully, and knowi ngly, directly and
indirectly, by use of the nmeans and instrunentalities of
interstate commerce, the mails, and the facilities of national
securities exchanges, would and did use and enpl oy mani pul ati ve
and deceptive devices and contrivances in connection with the
purchase and sale of securities issued by WrldCom in violation
of Title 17, Code of Federal Regul ations, Section 240.10b-5, by
(a) enpl oying devices, schenmes, and artifices to defraud; (b)
maki ng and causi ng Wrl dCom to nake untrue statenents of
material facts and omtting to state material facts necessary in
order to make the statenents made, in the light of the
ci rcunst ances under which they were nade, not m sl eadi ng; and
(c) engaging in acts, practices, and courses of business which
operated and woul d operate as a fraud and deceit upon the
purchasers and sellers of WrldCom securities, in violation of
Title 15, United States Code, Sections 78j(b) and 78ff.

Fal se Statenents In
Annual And Quarterly SEC Reports

24



52. It was further a part and an object of the
conspiracy that SCOTT D. SULLI VAN, the defendant, and ot hers
known and unknown, unlawfully, wllfully, and know ngly, in
applications, reports, and docunents required to be filed under
the Act and the rules and regul ations thereunder, would and did
make and cause to be made statenents which were fal se and
m sl eading with respect to material facts, in violation of Title
15, United States Code, Section 78ff.

Fal se Statenents to Auditors

53. It was further a part and an object of the
conspiracy that SCOTT D. SULLI VAN, the defendant, being a
director and officer of WrldCom an issuer wwth a class of
securities registered pursuant to Section 12 of the Act, and
ot hers known and unknown, unlawfully, willfully, and know ngly,
woul d and did, directly and indirectly, (a) make and cause to be
made materially fal se and m sl eadi ng statenents; and (b) omt to
state, and cause other persons to omt to state, naterial facts
necessary in order to make the statenents nmade, in the |ight of
t he circunstances under which such statenents were nmade, not
m sl eading to accountants in connection with (i) audits and
exam nations of the Financial Statenents of WorldCom and (ii)
the preparation and filing of docunments and reports, required to
be filed with the SEC pursuant to rules and regul ati ons enact ed

by the SEC, in violation of Title 17, Code of Federal
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Regul ati ons, Section 240.13b2-2 and Title 15, United States
Code, Section 78ff.

Fal se Books and Records

54. It was further a part and an object of the
conspiracy that SCOTT D. SULLI VAN, the defendant, and ot hers
known and unknown, unlawfully, willfully, and know ngly would
and did, directly and indirectly, falsify and cause to be
fal sified books, records, and accounts subject to Section
13(b)(2) of the Act, nanely books, records, and accounts of
Worl dCom an issuer with a class of securities registered
pursuant to the Act, which WrldComwas required to nmake and
keep in reasonable detail, accurately and fairly reflecting the
transactions and di spositions of the assets of WrldCom in
violation of Title 15, United States Code, Sections
78m(b) (2) (A, 78m(b)(5) and 78ff, and Title 17, Code of Federal
Regul ations, Section 240.13b2- 1.

Bank Fr aud

55. It was further a part and an object of the
conspiracy that SCOTT D. SULLI VAN, the defendant, and ot hers
known and unknown, unlawfully, wllfully, and know ngly woul d
and did execute a schene and artifice to (1) defraud financi al
institutions, nanely, the Bank of America, N A, The Chase
Manhat t an Bank and ot her Participating Lenders, the deposits of

whi ch were then insured by the Federal Deposit |nsurance
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Cor poration, and (2) obtain noney, funds, credits, assets,
securities and other property owned by, and under the custody or
control of those financial institutions, by neans of false and
fraudul ent pretenses, representations, and prom ses, in
violation of Title 18, United State Code, Sections 1344 and 20.

Mbaki ng Fal se Statenents in Connection Wth Loan Applications

56. It was further a part and an object of the
conspiracy that SCOTT D. SULLI VAN, the defendant, and ot hers
known and unknown, unlawfully, willfully, and know ngly would
and did nake fal se statenents and reports for the purpose of
influencing in any way the actions of Bank of America, N A, The
Chase Manhattan Bank and other creditors, the accounts of which
are, and were during the relevant period, insured by the Federal
Deposit I nsurance Corporation, upon applications, advances,
comm tnents, and | oans, and changes and extensions of the sane,
by renewal, defernment of action and otherw se, in violation of
Title 18, United States Code, Section 1014.

Means and Met hods of the Conspiracy

57. Anmong the neans and net hods by which SCOTIT D.
SULLI VAN, the defendant, and his co-conspirators would and did

carry out the conspiracy were the foll ow ng:
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a. SULLI VAN and David F. Myers directed
Worl dCom s accounting staff, including YATES, to book entries
crediting line costs and debiting bal ance sheet accounts,

i ncluding, reserves and other liability accounts w thout
supporting docunentation or proper business rationale, thereby
falsely inflating, anong other things, WrldComs publicly
reported EBI TDA and net incone.

b. SULLI VAN and Myers directed Wrl dCom s
accounting staff, including Yates, to transfer expenses from
i ne cost expense accounts to capital expenditure accounts
wi t hout supporting docunentation and contrary to GAAP, thereby
falsely inflating, anong other things, WrldComs publicly
reported EBI TDA, net incone, and current assets.

C. SULLI VAN and his co-conspirators provided
false and m sleading information to Wrl dConml s auditors and
concealed fromthemtheir falsification of WrldCom s books and
records, and mani pul ati on of data recorded in WrldConi s general
| edger and subsidiary | edgers.

d. SULLI VAN and his co-conspirators caused
WrldComto file publicly with the SEC annual reports, and
quarterly reports that materially m sstated, anong other things,
Wor |1 dComi s EBI TDA, net incone, assets, and liabilities in every
fiscal quarter fromin or about October 2000 to in or about

April 2002.
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e. SULLI VAN and his co-conspirators provided
false financial information to financial institutions in New
Yor k, New YorKk.

Overt Acts

58. In furtherance of the conspiracy and to effect
its illegal objects, SCOIT D. SULLIVAN, the defendant, and his
co-conspirators, conmtted the follow ng overt acts, anong
others, in the Southern District of New York and el sewhere:

a. In or about April 2001, at SULLI VAN and
Myers's direction, Yates assisted his subordinates in WrldCom s
General Accounting departnent to transfer approximately $771
mllion in "line cost" expenses to other accounts including,
vari ous PP&E accounts in WrldCom s general | edger.

b. In or about July 2001, at SULLI VAN and
Myers's direction, Yates assisted his subordinates in WrldCom s
General Accounting departnent to transfer approxi mately $560
mllion in "line cost" expenses to various PP&E accounts in
Wor 1 dCom s general | edger.

c. In or about October 2001, at SULLI VAN and
Myers's direction, Yates assisted his subordinates in WrldCom s
CGeneral Accounting departnent at WorldComto transfer
approximately $743 mllion in "line cost" expenses to various

PP&E accounts in Wrl dComi s general |edger.
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d. In or about 2001, SULLIVAN and ot hers
provided false financial information to financial institutions
wi th which Worl dCom had financings in place.

e. |In or about February 2002, at SULLI VAN and
Myers's direction, Yates assisted his subordinates in WrldCom s
General Accounting departnent at WorldComto transfer
approximately $941 mllion in "line cost" expenses to various
PP&E accounts in WrldConis general | edger.

f. On or about March 13, 2002, SULLI VAN si gned
Worl dComi s Form 10- K Annual Report for the Year Endi ng Decenber
31, 2001.

g. On or about March 13, 2002, SULLI VAN caused
Worl dCom's 2001 Form 10-K to be filed with the United States
Securities and Exchange Comm ssion from New York, New York.

h. In or about April 2002, at SULLI VAN and
Myers's direction, Yates assisted his subordinates in WrldCom s
General Accounting departnent at WorldComto transfer
approximately $818 mllion in "line cost" expenses to various
PP&E accounts in Wrl dComi s general |edger.

i. On or about June 11, 2002, SULLI VAN requested
that WrldCom's Vice President for Internal Audit defer an audit

of Worl dComl's capital expenditure accounts.
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j. In or about 2002, SULLIVAN and ot hers
provided false financial information to financial institutions
wi th which Worl dCom had financings in place.

(Title 18, United States Code, Section 371.)

COUNT _TWO
(Securities Fraud)

The Grand Jury further charges:

59. The allegations contained in paragraphs 1 through
49 and paragraphs 57 and 58 of this Indictnment are repeated and
realleged as if fully set forth herein.

60. Fromin or about 2001, up to and including in or
about June 2002, in the Southern District of New York and
el sewhere, SCOTT D. SULLI VAN, the defendant, unlawfully,
willfully and know ngly, directly and indirectly, by the use of
means and instrunentalities of interstate comerce, and of the
mails, and of facilities of national securities exchanges, used
and enpl oyed, in connection with the purchase and sal e of
securities, nanely Wbrl dCom common st ock, mani pul ative and
decepti ve devices and contrivances in violation of Title 17,
Code of Federal Regul ations, Section 240.10b-5 by (a) enpl oying
devi ces, schenes and artifices to defraud; (b) making untrue
statenents of material fact and omtting to state material facts
necessary in order to make the statenents nmade, in the light of

t he circunstances under which they were made, not m sl eadi ng;
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and (c) engaging in acts, practices and courses of business
whi ch operated and woul d operate as a fraud and deceit upon
purchasers and sellers of WirldCom Inc. common stock

(Title 15, United States Code, Sections 78j(b) and 78ff;

Title 17, Code of Federal Regul ations, Section 240.10b-5;
Title 18, United States Code, Section 2.)

COUNTS THREE THROUGH SEVEN

(False Filings Wth The SEC)

The Grand Jury further charges:

61. The allegations contained in paragraphs 1 through
49 and paragraphs 57 and 58 of this Indictnment are repeated and
realleged as if fully set forth herein.

62. On or about the dates listed below, in the
Southern District of New York and el sewhere, SCOIT D. SULLI VAN
the defendant, unlawfully, willfully, and know ngly, nade and
caused to be nmade statenents in reports and docunents required
to be filed with the SEC under the Act and the rules and
regul ati ons promul gated t hereunder, which statenents were fal se
and m sleading with respect to material facts, to wit, SULLIVAN
submtted in New York, New York, the filings |listed below to the

United States Securities and Exchange Conmm ssion:

COUNT FI LI NG APPROXI MATE
DATE OF FI LI NG
THREE Form 10-Q for WrldCom Inc., 5/ 15/ 01
for the First Quarter of 2001
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FOUR Form 10-Q for WrldCom Inc., 8/ 14/ 01
for the Second Quarter of 2001

FI VE Form 10-Q for WrldCom Inc., 11/ 14/ 01
for the Third Quarter of 2001

SI X Form 10-K for Wrl dCom Inc., 3/ 13/ 02
for the Year Endi ng Decenber
31, 2001

SEVEN Form 10-Q for WrldCom Inc., 5/ 15/ 02
for the First Quarter of 2002

(Title 15, United States Code, Sections 78m(a) and 78ff;
Title 17, Code of Federal Regul ations, Section 240.13a-1;
and Title 18, United States Code, Section 2.)

COUNT _EI GHT

(Bank Fraud)

The Grand Jury further charges:

63. The allegations contained in paragraphs 1 through
49 and paragraphs 57 and 58 of this Indictnment are repeated and
realleged as if fully set forth herein.

64. Fromin or about May 2001 up to and including in
or about June 2002, in the Southern District of New York and
el sewhere, SCOTT D. SULLI VAN, the defendant, unlawfully,
willfully, and know ngly, executed and attenpted to execute a
schene and artifice to (1) defraud financial institutions,
namel y, Bank of Anerica, N A, The Chase Manhattan Bank and
other Participating Lenders, the deposits of which were insured
by the Federal Deposit |Insurance Corporation, in the $2.65

billion 364-Day Revolving Credit Facility, and (2) obtain noney,
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funds, credits, assets, securities and other property owned by,
and under the custody or control of those financi al
institutions, by nmeans of false and fraudul ent pretenses,
representations, and prom ses, as set forth above.

(Title 18, United State Code, Sections 1344, 20, and 2.)

COUNT NI NE

(Maki ng Fal se Statenents in
Connection Wth Loan and Credit Applications)

The Grand Jury further charges:

65. The allegations contained in paragraphs 1 through
49 and paragraphs 57 and 58 of this Indictnment are repeated and
realleged as if fully set forth herein.

66. Fromin or about May 2001 up to and including in
or about June 2002, in the Southern District of New York and
el sewhere, SCOTT D. SULLI VAN, the defendant, unlawfully,
willfully, and know ngly, nmade fal se statenents and reports for
t he purpose of influencing in any way the actions of the Bank of
America, N A, The Chase Manhattan Bank, and other creditors,
t he accounts of which are, and were during the rel evant period,
insured by the Federal Deposit Insurance Corporation, in the
$2.65 billion 364-Day Revolving Credit Facility upon
applications, advances, conmtnents, and | oans, and changes and
extensi ons of the sane, by renewal, defernent of action or
ot herw se, as set forth above.

(Title 18, United States Code, Sections 1014 and 2).
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COUNT_TEN
(Bank Fraud)

The Grand Jury further charges:

67. The allegations contained in paragraphs 1 through
49 and paragraphs 57 and 58 of this Indictnment are repeated and
realleged as if fully set forth herein.

68. Fromin or about May 2001, up to and including in
or about June 2002, in the Southern District of New York and
el sewhere, SCOIT D. SULLI VAN, the defendant, unlawfully,
willfully, and know ngly, executed and attenpted to execute a
schene and artifice to (1) defraud financial institutions,
nanmel y, Bank of Anerica, N A, The Chase Manhattan Bank and
other Participating Lenders, the deposits of which were insured
by the Federal Deposit |Insurance Corporation, in the $1.6
billion Five-Year Revolving Credit Facility, and (2) obtain
nmoney, funds, credits, assets, securities and other property
owned by, and under the custody or control of these financial
institutions, by nmeans of false and fraudul ent pretenses,
representations, and prom ses, as set forth above.

(Title 18, United State Code, Sections 1344, 20 and 2)
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COUNT ELEVEN

(Maki ng Fal se Statenents in
Connection Wth Loan and Credit Applications)

The Grand Jury further charges:

69. The allegations contained in paragraphs 1 through
49 and paragraphs 57 and 58 of this Indictnment are repeated and
realleged as if fully set forth herein.

70. Fromin or about May 2001, up to and including in
or about June 2002, in the Southern District of New York and
el sewhere, SCOTIT D. SULLI VAN, the defendant, unlawfully,
willfully, and know ngly, nmade fal se statenents and reports for
t he purpose of influencing in any way the Bank of Anerica, N A,
The Chase Manhattan Bank and other creditors, the accounts of
whi ch are, and were during the relevant period, insured by the
Federal Deposit Insurance Corporation, in the $1.6 billion Five-
Year Revolving Credit Facility upon applications, advances,
comm tnents, and | oans, and changes and extensions of the sane,
by renewal, defernent of action or otherwi se, as set forth
above.

(Title 18, United States Code, Sections 1014 and 2).

FOREPERSON JAMES B. COMEY
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