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| ORIGINAL

Before the
STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

Application of )
)
, )

QWEST COMMUNICATIONS INTERNATIONAL INC., ) Docket No.
LCI INTERNATIONAL , INC., )
LCI INTERNATIONAL TELECOM CORP., and )
USLD COMMUNICATIONS, INC. )
)
For Approval of a Transfer of Control )

APPLICATION

Qwest Communications International Inc. (“Qwest”), LCI International, Inc. (“LCII”),
LCI International Telecom Corp. (“LCIT”), and USLD Communications, Inc. (“USLDI”)
(collectively, LCII, LCIT, and USLD referred to as “LCI;” LCI and Qwest, as the “Applicants™),
by their attorneys, hereby respectfully request authority from the New York Public Service
Commission (“Commission™), pursuan;c to New York Public Service Law §100, to transfer
control of LCIT and USLDI from the current shareholders of LCII to Qwest. LCIT and USLDI
currently are certified to provide telecommunications services in New York, and will continue to
provide telecommunications services in New York after the transfer of control. Due to the
timing of the Applicants’ business plans, they respectfully request that the Commission issue an
order approving the transfer of control on or before May 29, 1998. In support of their

Application, the Applicants provide the following information:
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I THE APPLICANTS

Qwest is a Delaware corporation with its principal office and place of business located at
555 Seventeenth Street, Denver, Colorado 80202. The company is publicly traded on the
NASDAQ stock exchange under the symbol “QWST.”! Qwest’s indirect wholly-owned
subsidiary, Qwest Communications Corporation (“QCC”), provides multimedia communications
services to interexchange carriers and other communications entities, businesses, and consumers,
using its own facilities as well as facilities leased from other carriers.2 QCC (doing business as
Qwest Network Construction Services) also constructs and installs fiber optic communications
systems for other communications companies. QCC is currently implementing the Qwest
Network, a fiber optic network that employs a SONET ring architecture to cover in excess of
16,285 domestic route miles and connect more than 125 cities once completed. At present,
Qwest anticipates that the Qwest Network will be completed in 1999.

LCII is a Delaware corporation headquartered at 8180 Greensboro Drive, Suite 800,
McLean, Virginia 22102. The company is publicly traded on the New York Stock Exchange
under the symbol “LCI”. LCII’s primary operating subsidiary, LCIT, is the sixth largest

interexchange telecommunications company in the nation based upon presubscribed telephone

A majority of the common stock of Qwest is held by Anschutz Company, a Delaware
corporation.

QCC is authorized or has applications pending to provide intrastate interexchange
services in 48 states, including New York. In New York, QCC'’s registered name is
Qwest Communications Ride the Light. However, QCC’s provision of service to its
customers is not directly affected by the transfer of control proposed herein. In addition,
the Applicants note that Qwest recently advised the Commission about proposed plans to
merge Phoenix Network, Inc. (“Phoenix”) into a subsidiary of Qwest and ultimately into
QCC. Qwest’s plans in regard to Phoenix are not affected by the transfer of control
proposed in this Application.
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lines as reported by the Federal Communications Commission (“FCC”).‘3 LCIT provides a full
array of local and worldwide long distance voice and data transmission services to businesses,
residential customers and other carriers over its own nationwide network of digital fiber optic
facilities, transmission facilities leased from other carriers, and resold telecommunications
services. LCIT received authority in New York to provide interexchange telecommunications
services and to provide local telecommunications on May 8, 1989 in Docket No. 89-C-039. In
addition, LCIT is authorized by the FCC to provide interstate and international
telecommunications services.

USLDI is a Texas corporation and an indirect wholly-owned subsidiary of LCII. USLDI
was acquired by LCII in December 1997 pursuant to authority granted in Docket No. 97-C-1617.

USLDI received its authority in New York to provide interexchange telecommunications

services, operator services and local services on November 9, 1989 in Case No. 89-C-190.
USLDI also is authorized by the FCC to provide interstate and international telecommunications

services.

The Applicants note that LCIT recently advised the Commission about proposed plans to
merge LCIT with its immediate parent company, LCI International Management, and to
complete a series of financial transactions internal to LCI that will result in LCIT
incurring certain debt obligations. These plans are not affected by this Application.
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II. DESIGNATED CONTACTS

The designated contacts for purposes of this Application are:

Brad E. Mutschelknaus

Joan M. Griffin

Kelley Drye & Warren LLP

1200 19th Street, N.W., Suite 500
Washington, D.C. 20036

(202) 955-9600

Copies of all correspondence, notices, inquiries and orders should also be sent to:

For Qwest: For LCI:
Joseph T. Garrity Douglas W. Kinkoph
Secretary Vice President

Regulatory/Legislative Affairs
QWEST COMMUNICATIONS
INTERNATIONAL INC.

Senior Director, Legal, LCI INTERNATIONAL, INC.
Regulatory, and Legislative Affairs 8180 Greensboro Drive, Suite 800

QWEST COMMUNICATIONS McLean, Virginia 22102
CORPORATION

555 Seventeenth Street

Denver, Colorado 80202

I11. REQUEST FOR APPROVAL TO TRANSFER OF CONTROL OF LCIT AND USLDI TO
QWEST
On March 8, 1998, Qwest and LCII entered into a definitive Agreement and Plan of
Merger (“Merger Agreement”) pursuant to which Qwest will acquire LCII by purchasing all of
the company’s outstanding shares from the current LCII shareholders.* Since LCIT and USLDI

are wholly owned by LCII, the acquisition of LCII by Qwest will result in a transfer of ultimate

4

A copy of the Merger Agreement is appended hereto as Attachment A.
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control of LCIT and USLDI to Qwest.” The transfer of control will be accomplished through use
of a reverse triangular merger whereby a newly formed, special-purpose subsidiary of Qwest,
Qwest 1998-L Acquisition Corporation (“Qwest Sub”), will be merged with and into LCII. LCI
will be the surviving entity of the merger. Pursuant to a series of internal stock transfer
transactions to occur promptly following the effective date of the merger, LCII will become a
direct, 100% wholly-owned subsidiary of QCC. ®

The boards of directors of Qwest and LCII have approved the Merger Agreement. The
proposed merger remains subject to approval by the shareholders of Qwest and LCII and to
receipt of all requisite regulatory approvals, including any required by the Commission. Under
the terms of the Merger Agreement, each outstanding share of LCII common stock will be
converted into $42.00 of Qwest common stock, under current market conditions. The number of
shares of Qwest common stock to be exchanged for each LCII share will be determined by
dividing $42.00 by a 15-day volume weighted average of trading prices for Qwest common stock
prior to closing, but will not be less than 1.0625 shares (if Qwest’s average stock price exceeds
$39.53) or more than 1.5583 shares (if Qwest’s average stock price is less than $26.95).

Until such time as the Commission has granted this Application or otherwise consented
to the proposed transfer of control and the merger has become effective, the customers of LCIT
and USLDI will continue to be served and billed by LCIT and USLDI pursuant these companies’

tariffs and operating authorities. Thereafter, and for such time as Qwest may deem strategic, it is

3 Anschutz Company will hold a majority of Qwest’s common stock after the merger is

consummated.

¢ Diagrams depicting the transfer of control are appended hereto as Attachment B.
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contemplated that LCIT and USLDI, as Qwest subsidiaries, will continue to serve and bill
customers under the rates, terms and conditions of their respective tariffs. Thus, the transfer of
control will be seamless and will have no adverse impact on LCIT’s and USLDI’s customers in
New York. On the contrary, LCI’s access to Qwest’s capital, fiber optic network, economies of
scale, and various service offerings will enable it to improve its services to both existing and new
customers.

Qwest possesses all financial, managerial and technical qualifications necessary to
assume ultimate control of LCI. In 1997, Qwest reported revenues of approximately $696.7
million and net income of approximately $14.5 million.” Qwest is led by a highly qualified team
of management personnel, all of whom have extensive backgrounds in the telecommunications
industry.® Qwest’s telecommunications expertise, and the public’s satisfaction with its services,
is demonstrated by the fact that the company experienced a 202% growth in revenues as well as
a 75% growth in the volume of switched minutes of use during 1997.

Based upon the most recently reported quarterly results for Qwest and LCII, the
combined company will have total consolidated 1997 annualized revenues of $2.3 billion, and a
combined market capitalization in excess of $11 billion, at March 6, 1998 trading prices. The
combined company will provide 13.6 billion minutes of usage on an annualized basis to over two

million business and residential customers.

7 Qwest’s 1997 SEC Form 10-K is nearing completion at this time and will be filed with
the Commission as a supplement to this Application within the next few weeks.

Brief biographical statements concerning the senior management personnel of Qwest and
QCC are appended hereto as Attachment C, while a profile of Qwest is provided in
Attachment D. Additional information on Qwest is available on the Internet at
<http://www.qwest.com.>
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IV. PUBLIC INTEREST ANALYSIS

Approving the transfer of ultimate control of LCIT and USLDI from LCII’s current
shareholders to Qwest and its indirect wholly-owned subsidiary, QCC, is in the public interest.
The addition of LCI to the Qwest family of companies will enhance both LCI’s and Qwest’s
ability to compete in the market for telecommunications services in New York. LCI will be able
to provide service to its customers more efficiently since it will use Qwest’s nationwide state-of-
the-art fiber network to carry its traffic. Qwest will make more efficient use of its network, since
LCI’s sizeable customer base generates considerable traffic volumes. Both companies will
benefit from increased economies of scale that will permit them to operate more efficiently and
thus to compete more effectively against other carriers such as AT&T, MCI, and Sprint. Over
time, consumers in New York will benefit from the availability of increased local and long

distance telecommunications product and service options.
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WHEREFORE, the Applicants respectfully request that the Commission authorize a

transfer of control of LCIT and USLDI to Qwest.

Dated: March 16, 1998

DCO1/BRANW/26263.1

Respectfully submitted,

QWEST COMMUNICATIONS INTERNATIONAL INC.
LCI INTERNATIONAL, INC.

LCI INTERNATIONAL TELECOM CORP.

USLD COMMUNICATIONS, INC.

By:
rad E. Mutsche S
Joan M. Griffin
KELLEY DRYE & WARREN LLP
1200 19th Street, N.W., Suite 500
Washington, D.C. 20036
(202) 955-9600

Their Attorneys




VERIFICATION OF APPLICANT

I represent Qwest Communications International Inc. and each of its subsidiaries
and am authorized to make this statement on their behalf. I have read the foregoing document
and declare the statements therein to be true of my own knowledge, except as to matters which
are stated in regard to LCII, LCIT and USLD, and other matters which are stated on information
and belief As to those matters, I believe them to be true. I so declare under penalty of perjury

that the foregoing is true and correct.

e, (T AL,
Josept/l‘ Gafrity

Secretary
Qwest Communications International Inc.

Senior Director — Legal, Regulatory and
Legislative Affairs
Qwest Communications Corporation

STATE OF COLORADO
COUNTY OF DENVER

Subscribed and Sworn to before me this 13th day of March, 1998.

%/4%

* LS David A. Bryson, Notary

My Commission expires July 12, 2000




VERIFICATION OF APPLICANT

I represent LCI International, Inc. and each of its subsidiaries and am authorized
to make this statement on their behalf. I have read the foregoing document and declare the
statements therein to be true of my own knowledge, except as to matters which are stated on

information and belief, As to those matters, I believe them to be true. I so declare under penalty

of perjury that the foregoing is true and correct.

7%

/z____\

Name: e, K. Bmamau
Presdant Lacod =

Title: TTleCommunicabione DSIaN

Date: Bl (e (q8

SUBSCRIBED AND SWORN to before
me this _L& day ofﬂ@ﬁlg j 1998.

My Commisslon Expires February 28, 2001
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AGREEMENT AND PLAN OF MERGER
DATED AS OF MARCH 8, 1998
among
QWEST COMMUNICATIONS INTERNATIONAL INC.,
QWEST 1998-L ACQUISITION CORP.
and

LCI INTERNATIONAL, INC.
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AGREEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OF MERGER, dated as of March 8, 1998 (this
"Agreement"), among QWEST COMMUNICATIONS INTERNATIONAL INC,, a Delaware
corporation ("Qwest"), QWEST 1998-L ACQUISITION CORP., a Delaware corporation and
a direct wholly-owned subsidiary of Qwest ("Merger Sub"), and LCI INTERNATIONAL,
INC., a Delaware corporation ("LCI").

WITNESSETH:

WHEREAS, the respective Boards of Directors of Qwest, Merger Sub and LCI
have each determined that the merger of Merger Sub with and into LCI (the "Merger") is
in the best interests of their respective stockholders, and such Boards of Directors have
approved such Merger, upon the terms and subject to the conditions set forth in this
Agreement, pursuant to which each outstanding share of common stock, par value $.01 per
share, of LCI ("LCI Common Stock") issued and outstanding immediately prior to the
Effective Time (as defined in Section 1.3), other than shares owned or held directly or
indirectly by Qwest or directly by LCI will be converted into the right to receive shares of
common stock, par value $.01 per share, of Qwest ("Qwest Common Stock") as set forth in
Section 1.8;

WHEREAS, Qwest, Merger Sub and LCI desire to make certain
representations, warranties, covenants and agreements in connection with the transactions
contemplated hereby and also to prescribe various conditions to the transactions
contemplated hereby; '

WHEREAS, Qwest, Merger Sub and LCI intend, by approving resolutions
authorizing this Agreement, to adopt this Agreement as a plan of reorganization within the
meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended (the "Code"),
and the regulations promulgated thereunder; and

WHEREAS, concurrently herewith the record and beneficial owners of not less
than 80% of the outstanding shares of Qwest Common Stock (collectively, the "Principal
Stockholder”) has agreed to vote such shares in favor of the transactions contemplated
hereby pursuant to the Voting Agreement (as defined in Section 1.9).

NOW, THEREFORE, in consideration of the foregoing and the respective

representations, warranties, covenants and agreements set forth herein, and intending to be
legally bound hereby, the parties hereto agree as follows:
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ARTICLE I
THE MERGER

1.1  The Merger. Upon the terms and subject to the conditions set forth in
this Agreement, and in accordance with the Delaware General Corporation Law (the
"DGCL"), Merger Sub shall be merged with and into LCI at the Effective Time. Following
the Merger, the separate corporate existence of Merger Sub shall cease and LCI shall
continue as the surviving corporation (the "Surviving Corporation") under the name "LCI
International, Inc."

1.2 Closing. The closing of the Merger (the "Closing") will take place on
the second Business Day after the satisfaction or waiver (subject to applicable law) of the
conditions (excluding conditions that, by their terms, cannot be satisfied until the Closing
Date) set forth in Article VI (the “Closing Date"), provided, however, that, if the Average
Price is less than $26.9531, then the Closing shall not occur prior to (i) if LCI shall not
deliver a Termination Notice (as defined in Section 7.1(i)) to Qwest in accordance with
Section 7.1(i), the second Business Day following the expiration of the LCI Evaluation
Period (as defined in Section 7.1(i)) or (ii) if LCI shall deliver a Termination Notice to
Qwest in accordance with Section 7.1(i), the second Business Day following the earlier of
(A) Qwest’s delivery of an Adjustment Election (as defined in Section 7.1(i)) and (B) the
expiration of the Adjustment Election Period (as defined in Section 7.1(i)), in each case,
unless another time or date is agreed to in writing by the parties hereto. The Closing shall
be held at the offices of O’Melveny & Myers LLP, 153 East 53rd Street, New York, New
York, 10022, unless another place is agreed to in writing by the parties hereto.

L3 Effective Time. Assoon as practicable following the Closing, the parties
shall (i) file a certificate of merger (the "Delaware Certificate of Merger") in such form as
is required by and executed in accordance with the relevant provisions of the DGCL and
(i) make all other filings or recordings required under the DGCL. The Merger shall
become effective at such time as the Delaware Certificate of Merger is duly filed with the
Delaware Secretary of State or at such subsequent time as Qwest and LCI shall agree and
be specified in the Delaware Certificate of Merger (the date and time the Merger becomes
effective being the "Effective Time").

14  Effects of the Merger. At and after the Effective Time, the Merger will
have the effects set forth in the DGCL. Without limiting the generality of the foregoing,
and subject thereto, at the Effective Time all the property, rights, privileges, powers and
franchises of LCI and Merger Sub shall be vested in the Surviving Corporation, and all
debts, liabilities and duties of LCI and Merger Sub shall become the debts, liabilities and
duties of the Surviving Corporation.

LS  Certificate of Incorporation. At the Effective Time, the certificate of
incorporation of the Surviving Corporation shall be amended in accordance with the DGCL
such that the certificate of incorporation of the Surviving Corporation shall consist of the
provisions of the certificate of incorporation of Merger Sub, except that Article I of the
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Certificate of Incorporation of the Surviving Corporation shall be amended to read in its
entirety as follows: "The name of this Corporation is ‘LCI International, Inc.™.

1.6  By-Laws. The by-laws of Merger Sub as in effect at the Effective Time
shall be the by-laws of the Surviving Corporation until thereafter changed or amended as
provided therein or by applicable law.

1.7  Officers and Directors of Surviving Corporation. The officers of LCI
as of the Effective Time shall be the officers of the Surviving Corporation, until the earlier

of their resignation or removal or otherwise ceasing to be an officer or until their respective
successors are duly elected and qualified, as the case may be. The directors of Merger Sub
as of the Effective Time shall be the directors of the Surviving Corporation until the earlier
of their resignation or removal or otherwise ceasing to be a director or until their respective
successors are duly elected and qualified.

1.8 Effect on_Capital Stock.

(a) At the Effective Time by virtue of the Merger and without any action
on the part of the holder thereof, each share of LCI Common Stock issued and outstanding
immediately prior to the Effective Time (other than shares of LCI Common Stock owned
by Qwest or Merger Sub or held by LCI, all of which shall be canceled as provided in
Section 1.8(c)) shall be converted into the right to receive that number of shares of Qwest
Common Stock equal to the Exchange Ratio (as defined below) (the "Merger
Consideration”). "Exchange Ratio" means the quotient (rounded to the nearest 1 /10,000)
determined by dividing $42 by the average (rounded to the nearest 1/10,000) (the "Average
Price") of the volume weighted averages (rounded to the nearest 1/10,000) of the trading
prices of Qwest Common Stock on the Nasdaq National Market ("NASDAQ"), as reported
by Bloomberg Financial Markets (or such other source as the parties shall agree in writing),
for each of the 15 consecutive trading days ending on the trading day immediately preceding
the date on which all the conditions to Closing (other than conditions that, by their terms,
cannot be satisfied until the Closing Date) set forth in Article VI shall have been satisfied
or waived (the "Determination Date"); provided, that the Exchange Ratio shall not be less
than 1.0625 or, unless Qwest shall have exercised its rights under Section 7.1(i), greater than
1.5583.

(b)  As a result of the Merger and without any action on the part of the
holders thereof, at the Effective Time, all shares of LCI Common Stock shall cease to be
outstanding and shall be canceled and retired and shall cease to exist, and each holder of
a certificate which immediately prior to the Effective Time represented any such shares of
LCI Common Stock (a "Certificate”) (other than Merger Sub, Qwest and LCI) shall
thereafter cease to have any rights with respect to such shares of LCI Common Stock, except

the right to receive the applicable Merger Consideration in accordance with Article II upon
the surrender of such certificate.
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(c)  Eachshare of LCI Common Stock issued and owned or held by Qwest,
Merger Sub or LCI at the Effective Time shall, by virtue of the Merger, cease to be
outstanding and shall be canceled and retired and no stock of Qwest or other consideration
shall be delivered in exchange therefor.

(d)  Each share of common stock, par value $.01 per share, of Merger Sub
issued and outstanding immediately prior to the Effective Time, shall remain issued,
outstanding and unchanged as validly issued, fully paid and nonassessable shares of common
stock, par value $.01 per share, of the Surviving Corporation as of the Effective Time.

1.9  Voting Agreement. Concurrently with the execution and delivery of this
Agreement, LCI, and the Principal Stockholder are executing and delivering an agreement
substantially in the form of Exhibit 1.9 hereto, pursuant to which, among other things, the
Principal Stockholder is agreeing to vote all of the shares of Qwest Common Stock owned,
beneficially or of record, by it to approve the Share Issuance and the Qwest Charter
Amendment (as defined in Section 3.2(c)(i)).

ARTICLE II
EXCHANGE OF CERTIFICATES

2.1  Exchange Fund. Prior to the Effective Time, Qwest shall appoint Chase
Mellon Shareholder Services or another commercial bank or trust company having net
capital of not less than $100,000,000, or a subsidiary thereof, to act as exchange agent
hereunder for the purpose of exchanging Certificates for the Merger Consideration (the
"Exchange Agent"). At or prior to the Effective Time, Qwest shall deposit with the
Exchange Agent, in trust for the benefit of holders of shares of LCI Common Stock,
certificates representing the Qwest Common Stock issuable pursuant to Section 1.8 in
exchange for outstanding shares of LCI Common Stock. Qwest agrees to make available
to the Exchange Agent from time to time as needed, cash sufficient to pay cash in lieu of
fractional shares pursuant to Section 2.5 and any dividends and other distributions pursuant
to Section 2.3. Any cash and certificates of Qwest Common Stock deposited with the
Exchange Agent shall hereinafter be referred to as the "Exchange Fund".

22  Exchange Procedures. As soon as reasonably practicable after the
Effective Time, the Surviving Corporation shall cause the Exchange Agent to mail to each
holder of a Certificate (i) a letter of transmittal which shall specify that delivery shall be
effected, and risk of loss and title to the Certificates shall pass, only upon delivery of the
Certificates to the Exchange Agent, and which letter shall be in customary form and have
such other provisions as Qwest may reasonably specify and (ii) instructions for effecting the
surrender of such Certificates in exchange for the applicable Merger Consideration. Upon
surrender of a Certificate to the Exchange Agent together with such letter of transmittal,
duly executed and completed in accordance with the instructions thereto, and such other
documents as may reasonably be required by the Exchange Agent, the holder of such
Certificate shall be entitled to receive in exchange therefor (A) one or more shares of Qwest
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Common Stock representing, in the aggregate, the whole number of shares that such holder
has the right to receive pursuant to Section 1.8 (after taking into account all shares of LCI
Common Stock then held by such holder) and (B) a check in the amount equal to the cash
that such holder has the right to receive pursuant to the provisions of this Article II,
including cash in lieu of any fractional shares of Qwest Common Stock pursuant to Section
2.5. No interest will be paid or will accrue on any cash payable pursuant to Section 2.3 or
Section 2.5. In the event of a transfer of ownership of LCI Common Stock which is not
registered in the transfer records of LCI, one or more shares of Qwest Common Stock
evidencing, in the aggregate, the proper number of shares of Qwest Common Stock, a check
in the proper amount of cash in lieu of any fractional shares of Qwest Common Stock
pursuant to Section 2.5 and any dividends or other distributions to which such holder is
entitled pursuant to Section 2.3, may be issued with respect to such LCI Common Stock to
such a transferee if the Certificate representing such shares of LCI Common Stock is
presented to the Exchange Agent, accompanied by all documents required to evidence and
effect such transfer and to evidence that any applicable stock transfer taxes have been paid.

2.3 Distributions with Respect to Unexchanged Shares. No dividends or

other distributions declared or made with respect to shares of Qwest Common Stock with
a record date after the Effective Time shall be paid to the holder of any unsurrendered
Certificate with respect to the shares of Qwest Common Stock that such holder would be
entitled to receive upon surrender of such Certificate and no cash payment in lieu of
fractional shares of Qwest Common Stock shall be paid to any such holder pursuant to
Section 2.5 until such holder shall surrender such Certificate in accordance with Section 2.2.
_ Subject to the effect of applicable laws, following surrender of any such Certificate, there
shall be paid to such holder of shares of Qwest Common Stock issuable in exchange
therefor, without interest, (a) promptly after the time of such surrender, the amount of any
cash payable in lieu of fractional shares of Qwest Common Stock to which such holder is
entitled pursuant to Section 2.5 and the amount of dividends or other distributions with a
record date after the Effective Time theretofore paid with respect to such whole shares of
Qwest Common Stock, and (b) at the appropriate payment date, the amount of dividends
or other distributions with a record date after the Effective Time but prior to such surrender
and a payment date subsequent to such surrender payable with respect to such shares of
Qwest Common Stock.

24 No_Further Ownership Rights in LCI Common Stock. All shares of

Qwest Common Stock issued and cash paid upon conversion of shares of LCI Common
Stock in accordance with the terms of Article I and this Article II (including any cash paid
pursuant to Section 2.3 or 2.5) shall be deemed to have been issued or paid in full
satisfaction of all rights pertaining to the shares of LCI Common Stock.

2.5 No Fractional Shares of Qwest Common Stovck.

(a)  No certificates or scrip or shares of Qwest Common Stock representing
fractional shares of Qwest Common Stock shall be issued upon the surrender for exchange
of Certificates and such fractional share interests will not entitle the owner thereof to vote
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or to have any rights of a shareholder of Qwest or a holder of shares of Qwest Common
Stock.

(b)  Notwithstanding any other provision of this Agreement, each holder of
shares of LCI Common Stock exchanged pursuant to the Merger who would otherwise have
been entitled to receive a fraction of a share of Qwest Common Stock (after taking into
account all Certificates delivered by such holder) shall receive, in lieu thereof, cash (without
interest) in an amount equal to the product of (i) such fractional part of a share of Qwest
Common Stock multiplied by (ii) the last sales price per share of Qwest Common Stock
reported on NASDAQ in The Wall Street Journal, Eastern edition, with respect to the
Closing Date. As promptly as practicable after the determination of the amount of cash,
if any, to be paid to holders of fractional interests, the Exchange Agent shall so notify
Qwest, and Qwest shall cause the Surviving Corporation to deposit such amount with the
Exchange Agent and shall cause the Exchange Agent to forward payments to such holders
of fractional interests subject to and in accordance with the terms hereof.

2.6  Termination of Exchange Fund. Any portion of the Exchange Fund
which remains undistributed to the holders of Certificates for twelve months after the
Effective Time shall be delivered to the Surviving Corporation or otherwise on the
instruction of the Surviving Corporation, and any holders of the Certificates who have not
theretofore complied with this Article II shall thereafter look only to the Surviving
Corporation and Qwest for the Merger Consideration with respect to the shares of LCI
Common Stock formerly represented thereby to which such holders are entitled pursuant
to Section 1.8 and Section 2.2, any cash in lieu of fractional shares of Qwest Common Stock
to which such holders are entitled pursuant to Section 2.5 and any dividends or distributions
with respect to shares of Qwest Common Stock to which such holders are entitled pursuant
to Section 2.3. Any such portion of the Exchange Fund remaining unclaimed by holders of
shares of LCI Common Stock five years after the Effective Time (or such earlier date

- immediately prior to such time as such amounts would otherwise escheat to or become

property of any Governmental Entity (as defined in Section 3.1(c)(iii))) shall, to the extent
permitted by law, become the property of the Surviving Corporation free and clear of any
claims or interest of any Person previously entitled thereto.

2.7 No_ Liability. None of Qwest, Merger Sub, LCI, the Surviving
Corporation or the Exchange Agent shall be liable to any Person in respect of any Merger
Consideration from the Exchange Fund delivered to a public official pursuant to any
applicable abandoned property, escheat or similar law.

2.8  Investment of the Exchange Fund. The Exchange Agent shall invest
any cash included in the Exchange Fund as directed by the Surviving Corporation on a daily
basis. Any interest and other income resulting from such investments shall promptly be paid
to the Surviving Corporation.

2.9  Lest Certificates. If any Certificate shall have been lost, stolen or
destroyed, upon the making of an affidavit of that fact by the Person claiming such
Certificate to be lost, stolen or destroyed and, if required by the Surviving Corporation, the
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posting by such Person of a bond in such reasonable amount as the Surviving Corporation
may direct as indemnity against any claim that may be made against it with respect to such
Certificate, the Exchange Agent will deliver in exchange for such lost, stolen or destroyed
Certificate the applicable Merger Consideration with respect to the shares of LCI Common
Stock formerly represented thereby, any cash in lieu of fractional shares of Qwest Common
Stock, and unpaid dividends and distributions on shares of Qwest Common Stock deliverable
in respect thereof, pursuant to this Agreement.

2.10 Withholding Rights. Each of the Surviving Corporation and Qwest shall
be entitled to deduct and withhold from the consideration otherwise payable pursuant to this
Agreement to any holder of shares of LCI Common Stock such amounts as it is required
to deduct and withhold with respect to the making of such payment under the Code and the
rules and regulations promulgated thereunder, or any provision of state, local or foreign tax
law. To the extent that amounts are so withheld by the Surviving Corporation or Qwest, as
the case may be, such withheld amounts shall be treated for all purposes of this Agreement
as having been paid to the holder of the shares of LCI Common Stock in respect of which
such deduction and withholding was made by the Surviving Corporation or Qwest, as the
case may be.

2.11 Further Assurances. At and after the Effective Time, the officers and
directors of the Surviving Corporation will be authorized to execute and deliver, in the name
and on behalf of LCI or Merger Sub, any deeds, bills of sale, assignments or assurances and
to take and do, in the name and on behalf of LCI or Merger Sub, any other actions and
things to vest, perfect or confirm of record or otherwise in the Surviving Corporation any
and all right, title and interest in, to and under any of the rights, properties or assets
acquired or to be acquired by the Surviving Corporation as a result of, or in connection
with, the Merger.

2,12 Stock Transfer Books. At the close of business, New York City time,
on the day the Effective Time occurs, the stock transfer books of LCI shall be closed and
there shall be no further registration of transfers of shares of LCI Common Stock thereafter
on the records of LCI. From and after the Effective Time, the holders of Certificates shall
cease to have any rights with respect to such shares of LCI Common Stock formerly
represented thereby, except as otherwise provided herein or by law. On or after the
Effective Time, any Certificates presented to the Exchange Agent or Qwest for any reason
shall be converted into the Merger Consideration with respect to the shares of LCI Common
Stock formerly represented thereby, any cash in lieu of fractional shares of Qwest Common
Stock to which the holders thereof are entitled pursuant to Section 2.5 and any dividends
or other distributions to which the holders thereof are entitled pursuant to Section 2.3.
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ARTICLE III
REPRESENTATIONS AND WARRANTIES

3.1  Representations and Warranties of LCL. Except as set forth in the LCI
Disclosure Schedule delivered by LCI to Qwest prior to the execution of this Agreement

(the "LCI Disclosure Schedule”) (each section of which qualifies the correspondingly
numbered representation and warranty or covenant to the extent specified therein), LCI
represents and warrants to Qwest as follows:

(a)  Organization, Standing and Power. Each of LCI and each of its

Subsidiaries is a corporation duly organized, validly existing and in good standing under the

laws of its jurisdiction of incorporation or organization, has all requisite power and authority .

to own, lease and operate its properties and to carry on its business as now being conducted
and is duly qualified and in good standing to do business in each jurisdiction in which the
nature of its business or the ownership or leasing of its properties makes such qualification
necessary other than in such jurisdictions where the failure so to qualify would not, either
individually or in the aggregate, have a Material Adverse Effect (as defined in Section
8.11(d)) on LCI. The copies of the certificate of incorporation and by-laws of LCI which
were previously furnished to Qwest are true, complete and correct copies of such documents
as in effect on the date of this Agreement.

(b)  Capital Structure.

(i) As of February 28, 1998, the authorized capital stock of LCI
consisted of (A) 300,000,000 shares of LCI Common Stock, of which 96,814,777
shares were outstanding and (B) 15,000,000 shares of Preferred Stock, par value $.01
per share, of which no shares were outstanding and 500,000 shares of which have
been designated Junior Participating Preferred Stock and reserved for issuance upon
exercise of the rights (the "Rights") distributed to the holders of LCI Common Stock
pursuant to Rights Agreement dated as of January 22, 1997, between LCI and Fifth
Third Bank, as Rights Agent, as amended (the "Rights Agreement"). Since February
28, 1998 to the date of this Agreement, there have been no issuances of shares of the
capital stock of LCI or any other securities of LCI other than issuances of shares
(and accompanying Rights) pursuant to options or rights outstanding as of February
28, 1998 under the Benefit Plans (as defined in Section 8.11(a)) of LCI. All issued
and outstanding shares of the capital stock of LCI are duly authorized, validly issued,
fully paid and nonassessable, and no class of capital stock is entitled to preemptive
rights. There were outstanding as of February 28, 1998 no options, warrants or other
rights to acquire capital stock from LCI other than (x) the Rights, (y) options
representing in the aggregate the right to purchase 14,302,838 shares of LCI Common
Stock (collectively, the "LCI Stock Options") under the LCI International, Inc. 1992
Stock Option Plan, LiTel Communicatiors, Inc. 1993 Stock Option Plan, LCI
International, Inc. 1994/1995 Stock Option Plan, LCI International, Inc. 1995/1996
Stock Option Plan, 1997/1998 LCI International, Inc. Stock Option Plan, LCI
International, Inc. and Subsidiaries Nonqualified Stock Option Plan for Directors,
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USLD Communications Corp. 1990 Employee Stock Option Plan, and USLD
Communications Corp. 1993 Non-Employee Director Plan, (collectively, the "LCI
Stock Option Plans”), and (z) a warrant representing the right to purchase 75,760
shares of LCI Common Stock (the "LCI Warrant"). As of February 28, 1998, LCI
had further reserved 623,081 shares of LCI Common Stock for purchase pursuant to
the LCI International, Inc. Amended and Restated Employee Stock Purchase Plan
and 474,393 shares of LCI Common Stock for purchase pursuant to the LCI
International 401(k) Savings Plan. Other than the associated Rights issued with the
shares issued as described above and options or warrants or other rights to acquire
no more than 100,000 shares of LCI Common Stock in the aggregate, no options or
warrants or other rights to acquire capital stock from LCI have been issued or
granted since February 28, 1998 to the date of this Agreement.

‘ (ii)  As of the date of this Agreement, no bonds, debentures, notes
or other indebtedness of LCI having the right to vote on any matters on which
stockholders may vote ("LCI Voting Debt") are issued or outstanding.

(if) Except as otherwise set forth in this Section 3.1(b) and as
contemplated by Section 5.6, as of the date of this Agreement, there are no securities,
options, warrants, calls, rights, commitments, agreements, arrangements or
undertakings of any kind to which LCI or any of its Subsidiaries is a party or by
which any of them is bound obligating LCI or any of its Subsidiaries to issue, deliver
or sell, or cause to be issued, delivered or sold, additional shares of capital stock or
other voting securities of LCI or any of its Subsidiaries or obligating LCI or any of
its Subsidiaries to issue, grant, extend or enter into any such security, option, warrant,
call, right, commitment, agreement, arrangement or undertaking. As of the date of
this Agreement, there are no outstanding obligations of LCI or any of its Subsidiaries
to repurchase, redeem or otherwise acquire any shares of capital stock of LCI or any

‘ of its Subsidiaries.

(c)  Authority; No Conflicts.

(1) LCT has all requisite corporate power and authority to enter into
this Agreement and to consummate the transactions contemplated hereby, subject in
the case of the consummation of the Merger to the adoption of this Agreement by
the Required LCI Vote (as defined in Section 3.1(g)). The execution and delivery
of this Agreement and the consummation of the transactions contemplated hereby
have been duly authorized by all necessary corporate action on the part of LCI,
subject in the case of the consummation of the Merger to the adoption of this
Agreement by the Required LCI Vote. This Agreement has been duly executed and
delivered by LCI and constitutes a valid and binding agreement of LCI, enforceable
against it in accordance with its terms, except as such enforceability may be limited
by bankruptcy, insolvency, reorganization, moratorium and similar laws relating to or
affecting creditors generally, by general equity principles (regardless of whether such
enforceability is considered in a proceeding in equity or at law) or by an implied
covenant of good faith and fair dealing.
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(i)  The execution and delivery of this Agreement by LCI does not
or will not, as the case may be, and the consummation of the Merger by LCI and the
other transactions contemplated hereby will not, conflict with, or result in any
violation of, or constitute a default (with or without notice or lapse of time, or both)
under, or give rise to a right of termination, amendment, cancellation or acceleration
of any obligation or the loss of a material benefit under, or the creation of a lien,
pledge, security interest, charge or other encumbrance on any assets (any such
conflict, violation, default, right of termination, amendment, cancellation or
acceleration, loss or creation, a "Violation") pursuant to: (A) any provision of the
certificate of incorporation or by-laws of LCI or any Subsidiary of LCI, or (B) except
as would not have a Material Adverse Effect on LCI, subject to obtaining or making
the consents, approvals, orders, authorizations, registrations, declarations and filings
referred to in paragraph (iii) below, any loan or credit agreement, note, mortgage,
bond, indenture, lease, benefit plan or other agreement, obligation, instrument,
permit, concession, franchise, license, judgment, order, decree, statute, law, ordinance,

rule or regulation applicable to LCI or any Subsidiary of LCI or their respective
properties or assets.

(iii)  No consent, approval, order or authorization of, or registration,
declaration or filing with, any supranational, national, state, municipal or local
government, any instrumentality, subdivision, "court, administrative agency or
commission or other authority thereof, or any quasi-governmental or private body
exercising any regulatory, taxing, importing or other governmental or quasi-
governmental authority (a "Governmental Entity"), is required by or with respect to
LCI or any Subsidiary of LCI in connection with the execution and delivery of this
Agreement by LCI or the consummation of the Merger and the other transactions
contemplated hereby, except for those required under or in relation to (A) the Hart-
Scott-Rodino Antitrust Improvements Act of 1976, as amended (the "HSR Act"), (B)
the Communications Act of 1934, as amended (the "Communications Act"), and any
rules, regulations, practices and policies promulgated by the Federal Communications
Commission ("FCC"), (C) state securities or "blue sky" laws (the "Blue Sky Laws"),
(D) the Securities Act of 1933, as amended (the "Securities Act"), (E) the Securities
Exchange Act of 1934, as amended (the "Exchange Act"), (F) the DGCL with respect
to the filing of the Delaware Certificate of Merger, (G) laws, rules, regulations,
practices and orders of any state public service commissions ("PUCs"), foreign
telecommunications regulatory agencies or similar state or foreign regulatory bodies,
(H) rules and regulations of NASDAQ and the New York Stock Exchange, Inc. (the
"NYSE"), (I) antitrust or other competition laws of other jurisdictions, and (J) such
consents, approvals, orders, authorizations, registrations, declarations and filings the
failure of which to make or obtain would not have a Material Adverse Effect on LCL
Consents, approvals, orders, authorizations, registrations, declarations and filings
required under or in relation to any of the foregoing clauses (A) through (I) are
hereinafter referred to as "Required Consents."
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(d) Reports and Financial Statements.

(i)  LCI has filed all required reports, schedules, forms, statements
and other documents required to be filed by it with the Securities and Exchange
Commission (the "SEC") since January 1, 1997 (collectively, including all exhibits
thereto, the "LCI SEC Reports"). No Subsidiary of LCI is required to file any form,
report or other document with the SEC. None of the LCI SEC Reports, as of their
respective dates (and, if amended or superseded by a filing prior to the date of this
Agreement or the Closing Date, then on the date of such filing), contained or will
contain any untrue statement of a material fact or omitted or will omit to state a
material fact required to be stated therein or necessary to make the statements
therein, in light of the circumstances under which they were made, not misleading.
Each of the financial statements (including the related notes) included in the LCI
SEC Reports presents fairly, in all material respects, the consolidated financial
position and consolidated results of operations and cash flows of LCI and its
Subsidiaries as of the respective dates or for the respective periods set forth therein,
all in conformity with United States generally accepted accounting principles
("GAAP") consistently applied during the periods involved except as otherwise noted
therein, and subject, in the case of the unaudited interim financial statements, to
normal and recurring year-end adjustments that have not been and are not expected
to be material in amount. All of such LCI SEC Reports, as of their respective dates
(and as of the date of any amendment to the respective LCI SEC Report), complied
as to form in all material respects with the applicable requirements of the Securities
Act and the Exchange Act and the rules and regulations promulgated thereunder.

(i)  LCI has made available to Qwest drafts of the consolidated
financial statements of LCI and its Subsidiaries at and for the year ended December
31, 1997 of LCI and a proxy statement of LCI with respect to the proposed 1998
annual meeting of stockholders of LCI (each in the respective form thereof as of the
date of this Agreement, collectively, the "LCI Draft Disclosures”). To the knowledge
of LCI, each of the LCI Draft Disclosures is in substantially final form, except that
the LCI Draft Disclosures do not disclose any information with respect to this
Agreement, the transactions contemplated hereby or the effect that this Agreement
or such transactions might have on the business, financial condition or results of
operations (actual, pro forma or projected) of LCI and its Subsidiaries (collectively,
the "LCI Transaction Information"). The LCI Draft Disclosures were not prepared
for the purpose of providing to Qwest or any other Person any LCI Transaction
Information. To the knowledge of LCI, except in each case with respect to LCI
Transaction Information, (x) the draft proxy statement included in the LCI Draft
Disclosures, as of the date of this Agreement, does not contain any untrue statement
of a material fact and does not omit to state a material fact required to be stated
therein or necessary to make the statements therein, in light of the circumstances
under which they are made, not misleading, (y) the draft financial statements
(including the related notes) included in the LCI Draft Disclosures present fairly, in
all material respects, the consolidated financial position and consolidated results of
operations and cash flows of LCI and its Subsidiaries as of the respective dates or for
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the respective periods set forth therein, all in conformity with GAAP consistently
applied during the periods involved except as otherwise noted therein and (z) all of
the LCI Draft Disclosures comply as to form in all material respects with the
applicable requirements of the Exchange Act and the rules and regulations
promulgated thereunder.

(iif)  From December 31, 1997 until the date of this Agreement, LCI
and its Subsidiaries have not incurred any liabilities that are of a nature that would
be required to be disclosed on a balance sheet of LCI and its Subsidiaries or the
footnotes thereto prepared in conformity with GAAP, other than (A) liabilities
incurred in the ordinary course of business or (B) liabilities that would not have a
Material Adverse Effect on LCI and its Subsidiaries, taken together.

(e)  Information Supplied.

(i)  None of the information supplied or to be supplied by LCI for
inclusion or incorporation by reference in (A) the registration statement on Form S-4
(as defined in Section 5.1) to be filed with the SEC by Qwest in connection with the
issuance of the Qwest Common Stock in the Merger will, at the time the Form S-4
is filed with the SEC, at any time it is amended or supplemented or at the time it
becomes effective under the Securities Act, contain any untrue statement of a
material fact or omit to state any material fact required to be stated therein or
necessary to make the statements therein not misleading and (B) the Joint Proxy
Statement/Prospectus (as defined in Section 5.1) included in the Form S-4 related
to the LCI Stockholders Meeting and the Qwest Stockholders Meeting (each, as
defined in Section 5.1) and the Qwest Common Stock to be issued in the Merger will,
on the date it is first mailed to LCI stockholders or Qwest Stockholders or at the
time of the LCI Stockholders Meeting or the Qwest Stockholders Meeting, contain
any untrue statement of a material fact or omit to state any material fact required
to be stated therein or necessary in order to make the statements therein, in light of
the circumstances under which they were made, not misleading.

(i)  Notwithstanding the foregoing provisions of this Section 3.1(e),
no representation or warranty is made by LCI with respect to statements made or
incorporated by reference in the Form S-4 or the Joint Proxy Statement/Prospectus
based on information supplied by Qwest for inclusion or incorporation by reference
therein.

(f)  Board Approval. The Board of Directors of LCI, by resolutions duly
adopted at a meeting duly called and held and not subsequently rescinded or modified in
any way (the "Board Approval"), has duly (i) determined that this Agreement and the
Merger are in the best interests of LCI and its stockholders, (ii) approved this Agreement
and the Merger and (iii) recommended that the stockholders of LCI approve this Agreement
and the Merger. The LCI Board Approval constitutes approval of this Agreement and the
Merger for purposes of Section 203 of the DGCL.
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(8)  Vote Required. The affirmative vote of the holders of a majority of the
outstanding shares of LCI Common Stock to approve the Merger (the "Required LCI Vote")
is the only vote of the holders of any class or series of LCI capital stock necessary to adopt
this Agreement and approve the transactions contemplated hereby (assuming that Qwest is
not an "interested stockholder" of LCI under Section 203 of the DGCL immediately before
the execution and delivery of this Agreement).

(h)  Rights Agreement. The Board of Directors of LCI has approved an
amendment to the Rights Agreement to the effect that Qwest, Merger Sub and their
affiliates shall not become an "Acquiring Person” (as defined in the Rights Agreement) by
reason of the execution of the Merger Agreement or the consummation of the Merger.

(i) Brokers or Finders. No agent, broker, investment banker, financial
advisor or other firm or Person is or will be entitled to any broker’s or finder’s fee or any
other similar commission or fee in connection with any of the transactions contemplated by
this Agreement, except Lehman Brothers Inc. (the "LCI Financial Advisor"), whose fees and
expenses will be paid by LCI in accordance with LCI’s agreement with such firm, based
upon arrangements made by or on behalf of LCI and previously disclosed to Qwest.

G Opinion of LCI Financial Advisor. LCI has received the opinion of the
LCI Financial Advisor, dated the date of this Agreement, to the effect that, as of such date,
the Exchange Ratio is fair, from a financial point of view, to the holders of LCI Common
Stock, a copy of which opinion has been made available to Qwest.

(k)  Affiliate Letter. On or prior to the date of the LCI Stockholder
Meeting, LCI will deliver to Qwest a letter (the "LCI Affiliate Letter") identifying all
persons who are "affiliates” of LCI for purposes of Rule 145 under the Securities Act ("Rule
145"). On or prior to the Closing Date, LCI will use all reasonable efforts to cause each
person identified as an "affiliate” in the LCI Affiliate Letter to deliver a written agreement
(an "Affiliate Agreement") in connection with restrictions on affiliates under Rule 145.

32 Representations and Warranties of Qwest. Qwest represents and
warrants to LCI as follows:

(a)  Organization, Standing and Power. Each of Qwest and each of its

Subsidiaries is a corporation duly organized, validly existing and in good standing under the
laws of its jurisdiction of incorporation or organization, has all requisite power and authority
to own, lease and operate its properties and to carry on its business as now being conducted
and is duly qualified and in good standing to do business in each jurisdiction in which the
nature of its business or the ownership or leasing of its properties makes such qualification
necessary other than in such jurisdictions where the failure so to qualify or to be in good
standing would not, either individually or in the aggregate, have a Material Adverse Effact
on Qwest. The copies of the certificate of incorporation and by-laws of Qwest which were
previously furnished to LCI are true, complete and correct copies of such documents as in
effect on the date of this Agreement.
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(b)  Capital Structure.

(i)  As of February 28, 1998, the authorized capital stock of Qwest
consisted of (A) 400,000,000 shares of Qwest Common Stock of which 206,669,874
shares were outstanding and in excess of 80% of such outstanding shares were held
of record by the Principal Stockholder as of such date and (B) 25,000,000 shares of
Preferred Stock, par value $.01 per share, of which no shares were outstanding. Since
February 28, 1998 to the date of this Agreement, there have been no issuances of
shares of the capital stock of Qwest or any other securities of Qwest other than
issuances of shares pursuant to options or rights outstanding as of February 28, 1998
under the Benefit Plans (as defined in Section 8.11(h)) of Qwest. All issued and
outstanding shares of the capital stock of Qwest are duly authorized, validly issued,
fully paid and nonassessable, and no class of capital stock is entitled to preemptive
rights. There were outstanding as of February 28, 1998 no options, warrants or other
rights to acquire capital stock from Qwest other than (x) options representing in the
aggregate the right to purchase 15,374,000 shares of Qwest Common Stock issued to
current or former employees and directors of Qwest and its Subsidiaries pursuant to
Qwest’s Equity Incentive Plan, (y) warrants representing in the aggregate the right
to purchase 8,600,000 shares of Qwest Common Stock issued by Qwest to Anschutz
Family Investment Company LLC (the "Qwest Warrants") and (z) rights to acquire
shares of Qwest Common Stock pursuant to the Amended and Restated Agreement
and Plan of Merger dated as of December 3, 1997 among Phoenix Network, Inc.,
Qwest and a subsidiary of Qwest. Other than options or warrants or other rights to
acquire no more than 1,800,000 shares of Qwest Common Stock in the aggregate, no
options or warrants or other rights to acquire capital stock from Qwest have been
issued or granted since February 28, 1998 to the date of this Agreement.

(ii)  As of the date of this Agreement, no bonds, debentures, notes
or other indebtedness of Qwest having the right to vote on any matters on which
stockholders may vote ("Qwest Voting Debt") are issued or outstanding.

(iii)  Except as otherwise set forth in this Section 3.2(b), as of the date
of this Agreement, there are no securities, options, warrants, calls, rights,
commitments, agreements, arrangements or undertakings of any kind to which Qwest
or any of its Subsidiaries is a party or by which any of them is bound obligating
Qwest or any of its Subsidiaries to issue, deliver or sell, or cause to be issued,
delivered or sold, additional shares of cdpital stock or other voting securities of
Qwest or any of its Subsidiaries or obligating Qwest or any of its Subsidiaries to
issue, grant, extend or enter into any such security, option, warrant, call, right,
commitment, agreement, arrangement or undertaking. As of the date of this
Agreement, there are no outstanding obligations of Qwest or any of its Subsidiaries
to repurchase, redeem or otherwise acquire any shares of capital stock of Qwest or
any of its Subsidiaries.
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(c)  Authority: No Conflicts.

(i)  Qwest has all requisite corporate power and authority to enter
into this Agreement and to consummate the transactions contemplated hereby,
subject, in the case of the issuance of the shares of Qwest Common Stock to be
issued in the Merger (the "Share Issuance"), to the adoption of this Agreement and
the adoption of an amendment to the certificate of incorporation of Qwest increasing
the number of authorized shares of Qwest Common Stock to not less than
600,000,000 shares (the "Qwest Charter Amendment") by the Required Qwest Vote
(as defined in Section 3.2(g)) and the filing of the Qwest Charter Amendment with
the Delaware Secretary of State. The execution and delivery of this Agreement and
the consummation of the transactions contemplated hereby have been duly
authorized by all necessary corporate action on the part of Qwest, subject to the
approval by the stockholders of Qwest of the Share Issuance. This Agreement has
been duly executed and delivered by Qwest and constitutes a valid and binding
agreement of Qwest, enforceable against it in accordance with its terms, except as
such enforceability may be limited by bankruptcy, insolvency, reorganization,
moratorium and similar laws relating to or affecting creditors generally, by general
equity principles (regardless of whether such enforceability is considered in a
proceeding in equity or at law) or by an implied covenant of good faith and fair
dealing.

(ii)  The execution and delivery of this Agreement by Qwest does not
or will not, as the case may be, and the consummation by Qwest of the Merger and
the other transactions contemplated hereby will not, conflict with, or result in a
Violation pursuant to: (A) any provision of the certificate of incorporation or by-laws
of Qwest or any Subsidiary of Qwest, (B) except as would not have a Material
Adverse Effect on Qwest, subject to obtaining or making the consents, approvals,
orders, authorizations, registrations, declarations and filings referred to in paragraph
(iii) below, any loan or credit agreement, note, mortgage, bond, indenture, lease,
benefit plan or other agreement, obligation, instrument, permit, concession, franchise,
license, judgment, order, decree, statute, law, ordinance, rule or regulation applicable
to Qwest or any Subsidiary of Qwest or their respective properties or assets.

(iii) No consent, approval, order or authorization of, or registration,
declaration or filing with, any Governmental Entity is required by or with respect to
Qwest or any Subsidiary of Qwest in connection with the execution and delivery of
this Agreement by Qwest or the consummation of the Merger and the other
transactions contemplated hereby, except for the Required Consents and such
consents, approvals, orders, authorizations, registrations, declarations and filings the
failure of which to make or obtain would not have a Material Adverse Effect on

Qwest.
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(d)  Reports and Financial Statements.

(i)  Qwesthas filed all required reports, schedules, forms, statements
and other documents required to be filed by it with the SEC since January 1, 1997
(collectively, including all exhibits thereto, the "Qwest SEC Reports"). No Subsidiary
of Qwest is required to file any form, report or other document with the SEC. None
of the Qwest SEC Reports, as of their respective dates (and, if amended or
superseded by a filing prior to the date of this Agreement or the Closing Date, then
on the date of such filing), contained or will contain any untrue statement of a
material fact or omitted or will omit to state a material fact required to be stated
therein or necessary to make the statements therein, in light of the circumstances
under which they were made, not misleading. Each of the financial statements
(including the related notes) included in the Qwest SEC Reports presents fairly, in
all material respects, the consolidated financial position and consolidated results of
operations and cash flows of Qwest and its Subsidiaries as of the respective dates or
for the respective periods set forth therein, all in conformity with GAAP consistently
applied during the periods involved except as otherwise noted therein, and subject,
in the case of the unaudited interim financial statements, to normal and recurring
year-end adjustments that have not been and are not expected to be material in
amount. All of such Qwest SEC Reports, as of their respective dates (and as of the
date of any amendment to the respective Qwest SEC Report), complied as to form
in all material respects with the applicable requirements of the Securities Act and the
Exchange Act and the rules and regulations promulgated thereunder.

(i)  Qwest has made available to LCI drafts of the consolidated
financial statements of Qwest and its Subsidiaries at and for the year ended
December 31, 1997 of Qwest and a proxy statement of Qwest with respect to the
proposed 1998 annual meeting of stockholders of Qwest (each in the respective form
thereof as of the date of this Agreement, collectively, the "Qwest Draft Disclosures").
To the knowledge of Qwest, each of the Qwest Draft Disclosures, including the
financial statements included therein, is in substantially final form, except that the
Qwest Draft Disclosures do not disclose any information with respect to this
Agreement, the transactions contemplated hereby or the effect that this Agreement
or such transactions might have on the business, financial condition or results of
operations (actual, pro forma or projected) of Qwest and its Subsidiaries (collectively,
the "Qwest Transaction Information”). The Qwest Draft Disclosures were not
prepared for the purpose of providing to LCI or any other Person any Qwest
Transaction Information. To the knowledge of Qwest, except in each case with
respect to Qwest Transaction Information, (x) the draft proxy statement included in
the Qwest Draft Disclosures, as of the date of this Agreement, does not contain any
untrue statement of a material fact and does not omit to state a material fact
required to be stated therein or necessary tc make the statements therein, in light of
the circumstances under which they are made, not misleading, (y) the draft financial
statements (including the related notes) included in the Qwest Draft Disclosures
present fairly, in all material .respects, the consolidated financial position and
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consolidated results of operations arid cash flows of Qwest and its Subsidiaries as of
the respective dates or for the respective periods set forth therein,.all in conformity
with GAAP consistently applied during the periods involved except as otherwise
noted therein and (z) all of the Qwest Draft Disclosures comply as to form in all
material respects with the applicable requirements of the Exchange Act and the rules
and regulations promulgated thereunder.

(iii) From December 31, 1997 until the date of this Agreement,
Qwest and its Subsidiaries have not incurred any liabilities that are of a nature that
would be required to be disclosed on a balance sheet of Qwest and its Subsidiaries
or the footnotes thereto prepared in conformity with GAAP, other'than (A) liabilities
incurred in the ordinary course of business or (B) liabilities that would not have a
Material Adverse Effect on Qwest and its Subsidiaries, taken together.

(e)  Information Supplied.

(i) None of the information supplied or to be supplied by Qwest for
inclusion or incorporation by reference in (A) the Form S-4 will, at the time the
Form S-4 is filed with the SEC, at any time it is amended or supplemented or at the
time it becomes effective under the Securities Act, contain any untrue statement of
a material fact or omit to state any material fact required to be stated therein or
necessary to make the statements therein not misleading, and (B) the Joint Proxy
Statement/Prospectus will, on the date it is first mailed to LCI stockholders or Qwest
stockholders or at the time of the LCI Stockholders Meeting or the Qwest
Stockholders Meeting, contain any untrue statement of a material fact or omit to
state any material fact required to be stated therein or necessary in order to make
the statements therein, in light of the circumstances under which they were made, not
misleading. The Form S-4 and the Joint Proxy Statement/Prospectus will comply as
to form in all material respects with the requirements of the Exchange Act and the
Securities Act and the rules and regulations of the SEC thereunder.

(i)  Notwithstanding the foregoing provisions of this Section 3.2(e),
no representation or warranty is made by Qwest with respect to statements made or
incorporated by reference in the Form S-4 or the Joint Proxy Statement/Prospectus
based on information supplied by LCI for inclusion or incorporation by reference
therein.

(f) Board Approval. The Board of Directors of Qwest, by resolutions duly
adopted at a meeting duly called and held and not subsequently rescinded or modified in
any way, has duly (i) determined that this Agreement and the Merger are in the best
interests of Qwest and its stockholders, (ii) approved this Agreement and the Merger, (iii)
approved the Qwest Charter Amendment and (iv) recommended that the stockholders of
Qwest approve the Qwest Charter Amendment and the Share Issuance.

(g) Mote Required. The affirmative vote of holders of shares of Qwest
Common Stock representing a majority of the outstanding Qwest Common Stock (in the
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case of the Qwest Charter Amendment) and of the total votes cast at a meeting of the
holders of outstanding shares of Qwest Common Stock (in the case of the Share Issuance)
(collectively, the "Required Qwest Vote"), is the only vote of the holders of any class or
series of Qwest capital stock necessary to approve the Qwest Charter Amendment and the
Share Issuance.

(h)  Brokers or Finders. No agent, broker, investment banker, financial
advisor or other firm or Person is or will be entitled to any broker’s or finder’s fee or any
other similar commission or fee in connection with any of the transactions contemplated by
this Agreement based upon arrangements made by or on behalf of Qwest, except Salomon
Brothers Inc (the "Qwest Financial Advisor"), whose fees and expenses will be paid by
Qwest in accordance with Qwest’s agreement with such firm based upon arrangements made
by or on behalf of Qwest and previously disclosed to LCL

(1) Opinion of Financial Advisor. Qwest has received the opinion of the
Qwest Financial Advisor, dated the date of this Agreement, to the effect that, as of such
date, the Exchange Ratio is fair, from a financial point of view, to Qwest, a copy of which
opinion has been made available to LCI.

33 Representations and Warranties of Qwest and Merger Sub. Qwest and

Merger Sub represent and warrant to LCI as follows:

(a)  Organization and Corporate Power. Merger Sub is a corporation duly
incorporated, validly existing and in good standing under the laws of Delaware. Merger Sub
is a direct wholly-owned subsidiary of Qwest.

(b)  Corporate Authorization. Merger Sub has all requisite corporate power
and authority to enter into this Agreement and to consummate the transactions
contemplated hereby. The execution, delivery and performance by Merger Sub of this
Agreement and the consummation by Merger Sub of the transactions contemplated hereby
have been duly authorized by all necessary corporate action on the part of Merger Sub.
This Agreement has been duly executed and delivered by Merger Sub and constitutes a valid
and binding agreement of Merger Sub, enforceable against it in accordance with its terms,
except as such enforceability may be limited by bankruptcy, insolvency, reorganization,
moratorium and other similar laws relating to or affecting creditors generally, by general
equity principles (regardless or whether such enforceability is considered in a proceeding in
equity or at law) or by an implied covenant of good faith and fair dealing.

(c)  Non-Contravention. The execution, delivery and performance by
Merger Sub of this Agreement and the consummation by Merger Sub of the transactions
contemplated hereby do not and will not contravene or conflict with the certificate of
incorporation or by-laws of Merger Sub.

(d) No Business Activities. Merger Sub has not conducted any activities
other than in connection with the organization of Merger Sub, the negotiation and execution
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of this Agreement and the consummation of the transactions contemplated hereby. Merger
Sub has no Subsidiaries.

ARTICLE IV
COVENANTS RELATING TO CONDUCT OF BUSINESS

4.1  Covenants of LCI. During the period from the date of this Agreement
and continuing until the Effective Time, LCI agrees as to itself and its Subsidiaries that
(except as expressly contemplated or permitted by this Agreement or as otherwise indicated
on the LCI Disclosure Schedule or as required by a Governmental Entity of competent
jurisdiction or to the extent that Qwest shall otherwise consent in writing):

(a)  Ordinary Course.

(i) LCI and its Subsidiaries shall carry on their respective businesses
in the usual, regular and ordinary course in all material respects, in substantially the
same manner as heretofore conducted, and shall use all reasonable efforts to
preserve intact their present lines of business, maintain their rights and franchises and
preserve their relationships with customers, suppliers and others having business
dealings with them to the end that their ongoing businesses shall not be impaired in
any material respect at the Effective Time; provided, however, that no action by LCI
or its Subsidiaries with respect to matters specifically addressed by any other
provision of this Section 4.1 shall be deemed a breach of this Section 4.1(a)(i) unless
such action would constitute a breach of one or more of such other provisions.

(i)  LCIshall not, and shall not permit any of its Subsidiaries to, (A)
enter into any new material line of business or (B) incur or commit to any capital
expenditures other than capital expenditures incurred or committed to in the ordinary
course of business consistent with past practice and which, together with all such
expenditures incurred or committed since January 1, 1998, are not in excess of the
respective amounts by category or in the aggregate set forth in LCI’s 1998 capital
expenditure budget, as previously disclosed to Qwest or, if the Closing Date has not
occurred prior to December 31, 1998, such additional amounts for any subsequent
period as may be consented to by Qwest, such consent not to be unreasonably
withheld, or, if Qwest shall not have so consented, an amount not greater than an
amount equal to a pro rata portion of LCI's 1998 Capital Expenditure Budget.

(b) Dividends; Changes in Share Capital. LCI shall not, and shall not
permit any of its Subsidiaries to, and shall not propose to, (i) declare or pay any dividends
on or make other distributions in respect of any of its capital stock, except dividends by
wholly owned Subsidiaries of LClI, (ii) split, combine or reclassify any of its capital stock or
issue or authorize or propose the issuance of any other securities in respect of, in lieu of or
in substitution for, shares of its capital stock, except for any such transaction by a wholly
owned Subsidiary of LCI which remains a wholly owned Subsidiary after consummation of
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such transaction, or (iii) repurchase, redeem or otherwise acquire any shares of its capital
stock or any securities convertible into or exercisable for any shares of its capital stock
except for the purchase from time to time by LCI of LCI Common Stock (and the
associated Rights) in the ordinary course of business consistent with past practice in
connection with the LCI Benefit Plans.

(c)  Issuance of Securities. LCI shall not, and shall not permit any of its
Subsidiaries to, issue, deliver or sell, or authorize or propose the issuance, delivery or sale
of, any shares of its capital stock of any class, any LCI Voting Debt or any securities
convertible into or exercisable for, or any rights, warrants or options to acquire, any such
shares or LCI Voting Debt, or enter into any agreement with respect to any of the
foregoing, other than (i) the issuance of LCI Common Stock (and the associated Rights)
upon the exercise of LCI Warrants or stock options or in connection with other stock-based
benefits plans outstanding on the date hereof in accordance with their present terms, (ii)
issuances by a wholly owned Subsidiary of LCI of capital stock to such Subsidiary’s parent,
(iii) issuances in accordance with the Rights Agreement or (iv) issuances of shares, options,
rights or other awards and amendments to equity-related awards in numbers not greater
than those set forth in Section 4.1(c) of the LCI Disclosure Schedule.

(d) Governing Documents. Except to the extent required to comply with
their respective obligations hereunder, required by law or required by the rules and
regulations of the NYSE, LCI and its material Subsidiaries shall not amend, in the case of
Subsidiaries, in any material respect, or propose to so amend their respective certificates of
incorporation, by-laws or other governing documents.

(e) No Acquisitions. LCI shall not, and shall not permit any of its
Subsidiaries to, acquire or agree to acquire by merging or consolidating with, or by
purchasing a substantial equity interest in or a substantial portion of the assets of, or by any
other manner, any business or any corporation, partnership, association or other business
organization or division thereof or otherwise acquire or agree to acquire any assets (other
than the acquisition of assets used in the operations of the business of LCI and its
Subsidiaries in the ordinary course); provided, however, that the foregoing shall not prohibit
(x) internal reorganizations or consolidations involving existing Subsidiaries of LCI, (y) the
creation of new Subsidiaries of LCI organized to conduct or continue activities otherwise
permitted by this Agreement or (z) after September 8, 1998, acquisitions by LCI and its
Subsidiaries the fair market value of the total consideration (including the value of
indebtedness or other liability acquired or assumed) for which does not exceed $400 million
in the aggregate.

() No_Dispositions. Other than (i) internal reorganizations or
consolidations involving existing Subsidiaries of LCI, (ii) dispositions referred to in LCI SEC
Reports filed prior to the date of this Agreement, (iii) as may be required by or in
conformance with law or regulation in order to permit or facilitate the consummation of the
transactions contemplated hereby or (iv) in the ordinary course of business, LCI shall not,
and shall not permit any Subsidiary of LCI to, sell, lease, encumber or otherwise dispose of,
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or agree to sell, lease, encumber or otherwise dispose of, any of its assets (including capital
stock of Subsidiaries of LCI) which are material, individually or in the aggregate, to LCI.

(g2) Investments; Indebtedness. LCI shall not, and shall not permit any of
its Subsidiaries to, (i) other than in connection with actions permitted by Section 4.1(e),
make any loans, advances or capital contributions to, or in<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>