
ATTACHMENT A

THE FINANCIAL RESTRUCTURING OF

WILLIAMS COMMUNICATIONS GROUP, INC.

Williams Communications Group, Inc. ("WCG") is a Delaware corporation and is

the ultimate parent of Williams Communications, LLC ("WCLLC") and Williams Local

Network, LLC ("WLN"), the Applicants in the instant proceeding.  WCG is the non-

operating holding company for what is collectively known as Williams Communications

(WCG and its subsidiaries and affiliates) and does not enter into agreements or

arrangements for the provision of services or hold the major assets.  Instead, it is the

subsidiaries such as the Applicants that actually provide service to the public and enter

into agreements with almost all service and equipment suppliers.  It is the Applicants

(together with a subsidiary that provides services in the state of Virginia) that provide all

intrastate and interstate telecommunications services in the United States for Williams

Communications.

Background

On April 22, 2002, WCG filed a voluntary petition for reorganization under

Chapter 11 in the US Bankruptcy Court in the Southern District of New York.  The filing

was done both to protect the business and to ensure that Williams Communications

would continue to operate without interruption while the Chapter 11 proceeding is

pending.  The decision to go forward with the filing was made only after considerable

negotiation with and cooperation from the principal creditors of WCG, which include



banks, bondholders and The Williams Companies, Inc.  Each of these creditors has been

highly cooperative and understanding in working with WCG to develop a comprehensive

restructuring plan.

WCG engaged in discussions with over 90% of WCG's bank lenders and an ad

hoc committee of bondholders.  As a result of these discussions, WCG, its bank lenders

and its bondholders entered into lock-up agreements that established a framework for the

reorganization.  Under these agreements, the creditor groups agreed to vote in favor of

the reorganization plan so long as that plan is consistent with the terms outlined in the

lock-up agreements.  WCG also secured an agreement from The Williams Companies,

Inc., WCG's former parent, pursuant to which The Williams Companies will not oppose

any reorganization plan so long as WCG meets certain conditions that are included in the

plan document.  WCG intends to meet these conditions.

Following the execution of these agreements, WCG filed its plan of

reorganization with the court on May 20, 2002.  The ultimate goal of the plan is to reduce

WCG's debt by approximately $6 billion.  More detail regarding the reorganization plan,

as well as the terms of the lock-up agreements are contained in WCG's most recent

quarterly report, which is attached.  WCG will supplement and improve the plan as

necessary to ensure court approval of the proposed plan and disclosure statement.  The

plan will then be distributed to all members of the principal creditor groups for approval.

Given that WCG has already successfully negotiated agreements with its principal

creditors, WCG is confident that the proceedings will move forward smoothly.

The Effect of Restructuring on WCLLC and WLN



The Chapter 11 process that WCG is going through should not affect the domestic

or international business operations of Williams Communications.  The decision to file

the petition in the first place was motivated by a desire to protect the ability of Williams

Communications to continue to provide service to customers without interruption.

Generally speaking, Chapter 11 protection freezes all financial claims against the

company and stops all lawsuits.  This filing essentially allows the balance sheet of WCG

to be stabilized while at the same time enabling WCG to continue operating with minimal

impact.  The primary focus of the restructuring has been to preserve the jobs of more than

3,200 employees and continue to provide service and support to the community.

Business has not fundamentally changed for Williams Communications.

Most importantly, the filing is for WCG, the non-operating holding company.

The subsidiary operating entities, including the Applicants, are not a part of the

proceedings and the filing does not impact their day-to-day operations.  These

subsidiaries will continue with business as usual.  Vendors will continue to be paid.

Employees will continue with their duties.  Customers will continue to receive the full

level of service to which they are accustomed.  The Applicants have continued to provide

services and have experienced no operational interruptions (nor do they expect to

experience any such interruptions in the future) in the states that they operate in.  The

Applicants, in fact, have already filed and received approval to have certificates issued in

their new names in all of their other service areas.  Any uncertainty faced by the

Applicants is really no greater or different than that which many other competitive

telecommunications providers may experience.

The Expected Results of Restructuring



As stated previously, WCG voluntarily filed its petition to enable the holding

company to restructure its balance sheet while allowing it to continue to operate as an

ongoing concern without affecting the operations of its subsidiaries.  The end result of the

financial restructuring will be a holding company that is financially stronger and better

positioned for growth.  The process will reduce the company's debt burden, improve cost

structure, and enhance management's flexibility to compete effectively over the long

term.   

WCG has already seen some improvements.  There was an increase in revenue

and profitability versus the 10Q 2001 results.  WCG ended the quarter with

approximately $900 million in cash and the cash burn has decreased significantly versus

the level last year.  Williams Communications was even lauded for its customer service.

In Atlantic-ACM's 2002 Wholesale Carrier Report Card, Williams Communications was

the leader in the customer service area, improving its performance by 28% from the 2001

study, and placed first in the provisioning and pricing categories.

The Chapter 11 filing, by definition, is a process that allows the subject company

to continue operations throughout the proceeding and emerge as a fully functioning and

financially more secure and stronger business.  Because of the very nature of the filing

(the filing entity is the non-operating holding company) the daily operations of WCG's

subsidiaries will not be impacted.  The Applicants, WCLLC and WLN, continue to

possess the financial ability to operate as they always have and have done so to date.


