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WorldCom D ‘ireétor Uses

Exotic Play to

INSIDE ':
TEAEH B

By mlm MacaeiaLn i
SInURtpurM'FBJ'MWALLS!R“I’Jm 2 .
WoridCosr Too. Chiel Brecutive e
nard J, Ebbare may have grandiose ambi:

Hedge Stake

drart in WarldCom's siock bebow FIE dver
the next five vears, bul he has o Surrender
any profif above $64. Yesterday, World-

Com slock elnssed al £36.75, unchanged, *
< in trading on the Nasdag Stock Market.

WorldCom declined to comment on the
bedge. Io an inlerview yesierday, Mr.
MeCouit said he entered into the exntle

fions 16 Yis pstarn élecommunizaiims -2 de,-m““ contract "o pratect My invvest--

cngany, embadied in its §30 lu:llwrlhldmr
ML Commiinications Corp,

menl.” He recallad that he was naturally
‘ pervous aboul Bis stake besause he had

Bul at Jeast one of 'Il\‘l.'ll‘lﬂﬂtl:rl:ls 1] * onky known Mr, Ebbers and his manage-

directoss is hodging his he!

(utssde director .
Dewid €. Meoarl,
£ years old, who
aned the boand in
conneciion with
WorldCom's  $14.3
illien  acguisition
tast wyear of MER
Commupicilions
Co., has arranged
lime [ig gains and
losses on his BI17, 308
shares of WorldOom
sick.

When T " ot
M'—'CM[ EI’-EFIDEII mﬂL
g stock in MESMelourt [ne., 8 Botlon
unit of MFE, for the WorkdCom shares in
Iune, he got smne portielo insurance in
the form of a “zerceecs! coflar™ on the
WorldCom shares, acoording to CTRA/In-
vestnel, § Fort Lauderdale, Fla., sarvice
that tracks transactions by ovporals exed
utivies and directors known s inslders,

The collar, sold by Merrill Lynch & Co.,
protects Mo MoCourt against any down:

“ment team for just three maonths before he.

decided 1o merge MPS/MeoCourn with
Wmd m.

“Origloally, T wanted to protect my
hobding hecanse whan you sell sormething
- o slock, and you don't know the”

Cit's a smarl way 10 manage the, mwsl

5 ment™ He added, “But had 1 kmwn h|m

and thie rest'of the' mansfement team the ™
way | Enow them now, [ never would have

.- entered into the transaction, becawse Tleft

a lot of Taney-on the talde becguse the

“glnck has done nolhing bt go up.™

Mr. MoCourt said he Jikes what he sees

I Mr. Ebbers. Bolh want to compels

apainst  monepely  telephone  and
cable-tetevision companies for residential
phone, cableTV and Intermed Dusiness.
Both came from scrappy beginnings. Mr.
MeCourt wsed his Boston background in
panstreetion and urben cable spslems

‘become & delecom paver, Mr. MeCourt

merged . fiber-oplis cable company he

owned in Beslon with MFE In the 1380, -

hence creating MES/McCourt,
Lazt manth, Mr. MeCourt spllt C-Tec

R

Corp. of-Princeton, .1, where he was
chairman, [nte thres separats public com-
panies—Commenwealth Telephene Enter-
prises Inc., Cable Michigan Inc. and RCN
Qarp.—tt:rda;.l ‘hefrums the newly indepen-
“dent BOH. 2 relecomumunications peovider
oiniPrigiceton; N1, which posted S80.7
rr:ll.lmcn in revenue for the £irst six months
of 1947

MF, MeCourt donned the zerm-eost col-
lar fior hiz Warldfom stake on Jupe 18 via
twi simudtansgns options transicbons.

He sold F1Z30E call opfions, which
ohligate i W sell his WeeldCom stock at
B price of $68 a share, effectively (arfeiting
any galng if the stork rlses above thad
smount. He also beught 812,308 pat ppticns
giving him the right, but not the ohlipation,
tr szl hig stock at’a pejoe of $25 8 share.

The puts bulletpros! Mre. McCourl’s
Worla{om holdings against & downlirm
bl the $28 price until Juns 19, 2002, The
day he entered inle the collar, WorldCom's
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WorldCom Director
Usesan Exotic Play
To Hedge His Stake

INSIDE

TRACK

Cowtisued From Prge &1
sigck had risen to 53595 [vom 520 2 year
enrlicr,

Sy a1 eallar geds (he Vrere-cost” lzbel
because the costof the puls s generally oI
=l by the income from the calls, Mr. Me
Court stll gets e vols the shares and re-
coive dividonds, while aveiding immoediate
capilal-gains laxes sinee he hase'Lactudly
sold the stock,

My, MeConrt's WorldCom sl 15 a
seall [raction of the 20,5 milikon WorldCom
shares held by directors other Lhan Mr
Ebbers. Still, Roberl Gabele, president of
COASInvestnet, says  investors  should
walch sueh insider hedges, and not just
simple stock sakes or purchases, for addi-
tional ciues to_sentiment among eorporale
olfieers and direclors. §

Such Insklers are increasingly buying
such derivatives from the lkes of Mernl
ant Morgan Stanley, Deap Witler, DHs-
cover & oo 1o bedge (hemsalves agzinst
overegposire 10 & single company”’s stock.

Some analysls view [he hedge 25 2 mere
financialplamming move, Mr. MoCour
“prarcised His rght 1o realize near-1cmm
income on hig equity holding by writing
calls,” says William D, Vogel, senbor take:
com analysl al NathonsBane Monlgomery
Securities.

But Cralg Columbz, vice-president at
Dischasure Ine., & Bethesta, Md., inswder
{rading research firm, says Mr. MeCourt's
hedpe *'Is about 4 1ot more than realizing
iscome.” |

The eollar cerfainly Wak on added sig-
nificarce after the WorkdCom bid lar MC
was anncuneed two weeks ago; World-
Com's number of shares aulstanding
waald Toaghly doukls (I the MOl akegrer
gres through

WorlCam pow gxpects 1o [ssue aboul
212 million new shares Lo complele the MCI
deal, om top of the 920 milllon shares al-

ready on (he market. Mr, MeCeard woakd-
't say whelher dilution [rom possibie a2
quisitions wag a coneern of Ris when e
hedged nis stock positlon in Jue, well b
[ore the MCI b was announced.




