
Merged entity would keep state link
FROM STAFF REPORTS

If Verizon Communications Inc.
completes its $6.7 billion takeover
of MCI Inc., it would own a net-
work that partially was created in
Tulsa, and which still has signifi-
cant employment here.

MCI formerly was known as
WorldCom Inc., which itself once
was called LDDS WorldCom. In
1995, LDDS WorldCom chief execu-

tive Bernard Ebbers cut a $2.5 bil-
lion deal with Tulsa energy busi-
ness Williams Cos. Inc. to buy the
network services division of Wil-
liams’ upstart telecommunications
division, WilTel.

The 15,000-mile, fiber-optic net-
work that WorldCom acquired
helped the Mississippi-based com-
pany grow into a major player in
the industry. Williams later

emerged from a noncompete agree-
ment with WorldCom and built a
second network. That version of
WilTel eventually was spun off,
went into bankruptcy and was
bought by Leucadia National Corp.
of New York.

Meanwhile, as WorldCom grew it
became a considerable force in the
Tulsa economy, buying a large fa-
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Pentagon investigates more Air Force contracts
BY MATTHEW DALY
Associated Press

WASHINGTON — The Pentagon is
investigating eight more Air Force
contracts handled by Darleen Druyun,
the former Air Force official who was
convicted last year of giving Boeing
Co. special treatment on a tanker
lease deal.

The contracts range in value from
$42 million to $1.5 billion each, with a
total value of about $3 billion, accord-
ing to a summary provided Monday
by the Pentagon.

Michael Wynne, the acting chief of

Pentagon acquisition programs, said
the eight contracts were identified as
suspicious from among 407 reviewed
by a team of military and civilian con-
tracting experts.

The report by the Defense Contract
Management Agency referred the con-
tracts to the Pentagon’s inspector gen-
eral but did not recommend a criminal
investigation, Wynne said.

The eight contracts are in addition
to seven others already being investi-
gated in the growing scandal involving
Druyun, who has admitted that she fa-
vored Boeing on deals worth billion of
dollars because the company gave her

daughter and son-in-law jobs.
Druyun’s admission led to a detailed

review of her nearly 10-year tenure as
a key weapons buyer for the Pentagon
and prompted rival defense companies
to file protests over Boeing contracts
awarded during that period.

Senate Armed Services Committee
Chairman John Warner, R-Va., wel-
comed the latest review but said a full
report from the inspector general is
overdue.

“This review is absolutely essential
if we are finally to determine the ac-
countability of senior civilian managers
from the Air Force and Defense De-

partment for this enormous waste of
taxpayer funds, and to prevent a re-
currence,” Warner said in a statement.
“We must establish full accountability
for past actions to help the Air Force
move on.”

Four of the eight contracts being re-
viewed involve Boeing, while two in-
volve Lockheed Martin Corp., one of
the companies that has protested
Boeing’s contract awards.

Spokesmen for the companies said
they would cooperate with the govern-
ment to resolve any outstanding ques-
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Merger has little effect
on Wall Street trading

Verizon Communications’ $6.7 bil-
lion bid for MCI Inc. met with indiffer-
ence Monday on Wall Street, where
stocks barely budged in light trading.

Mergers generally provide the mar-
kets with a boost, but with the tele-
com sector facing stiffer competition,
investors saw the Verizon-MCI deal
only as a necessary step in dealing
with those competitive pressures.
Most investors kept to the sidelines
while the sector’s consolidation sorts
itself out.

“It’s the kind of day where you
catch your breath, digest the move up
we’ve had over the last couple
weeks,” said Jay Suskind, head trader
for Ryan Beck & Co. “There aren’t a
lot of catalysts out there that can real-
ly move the market.”

The Dow Jones industrial average
fell 4.88, or 0.05 percent, to
10,791.13; the Standard & Poor’s 500
index was up 0.84, or 0.1 percent, at
1,206.14; and the Nasdaq composite
index gained 6.25, or 0.3 percent, to
2,082.91.

Federal Reserve Chairman Alan
Greenspan is scheduled to testify on
Capital Hill about the state of the
economy and monetary policy
Wednesday and Thursday. He is not
expected to signal any change in the
central bank’s policy of measured
quarter-percentage point interest rate
increases.

Rayovac changing name
to Spectrum Brands

After completing a series of acquisi-
tions that have broadened its busi-
ness well beyond its namesake batter-
ies, Rayovac Corp. is preparing to
announce plans to change the compa-
ny’s name to Spectrum Brands.

“We are a global company,” Chair-
man and Chief Executive David Jones
told Dow Jones Newswires in an in-
terview. “We are focused on diversifi-
cation, and we are also focused on
brand-building.”

Last week, At-
lanta-based Ray-
ovac completed its
acquisition of Unit-
ed Industries
Corp., a St. Louis
company that
makes Sta-Green
fertilizer, Cutter in-
sect repellant and
Eight In One Pet
supplies. United
Industries already
operates as Spec-
trum Brands in the United States.

Rayovac will need to win sharehold-
er approval to make the name change
official, Jones said. “We’re really not
Rayovac anymore.”

With its latest acquisition, sales of
Rayovac batteries will account for less
than 25 percent of the company’s
sales, he said.

Rayovac, which also sells Reming-
ton shavers, has been working to
transform itself from a seller of low-
cost batteries into a more diversified
consumer-products company.

J.P. Morgan Securities
hit with $2.1 million fine

A JP Morgan Chase & Co. subsid-
iary was fined $2.1 million for failing
to keep records of all e-mails and oth-
er electronic communications and pro-
viding incomplete records to exchange
investigators, the New York Stock Ex-
change said Monday.

The NYSE, the Securities and Ex-
change Commission and the National
Association of Securities Dealers
claimed that J.P. Morgan Securities
Inc. said it had provided all of the ap-
propriate e-mails as part of the
NYSE’s investigation into a broker
conflict-of-interest case covering the
years 1999 through 2002.

However, it was found that the
company did not keep all of its com-
munications for the three years re-
quired by the NYSE, the exchange
said.

J.P. Morgan Securities agreed to
the fine without admitting or denying
guilt. It promised to take steps to en-
sure it would keep e-mails for the re-
quired three years.

From Bloomberg, AP, staff reports

Third area McAlister Deli opens in March
BY DEBBIE BLOSSOM
World Staff Writer

The first of several planned McAl-
ister Deli franchises in Tulsa is set
to open in mid-March at 8955 S.
Memorial Drive on a pad site in
front of a Wal-Mart supercenter.

The restaurant, covering about
4,000 square feet, is the sixth Okla-
homa franchise for Dallas-based Sax-
ton Pierce Restaurant Corp., the real
estate and franchise company that
owns the McAlister Deli develop-
ment rights for Oklahoma.

The restaurant, under construction
for several months, will replace a Pi-
cadilly cafeteria.

“We’re completely redoing the
building,” said Adam Saxton, son of
Saxton Pierce founder Kelly Saxton.

Renovating the former cafeteria
will cost about $500,000, he said,
adding that the restaurant will seat
180 diners and employ 50 to 75 peo-
ple.

Saxton Pierce will lease the prop-
erty from its local owner.

Five other McAlister Delis are op-
erating in the state, including two in
the Tulsa area. Since 2002, locations
have opened in Owasso, Stillwater,
Edmond, Norman and Broken Ar-
row.

The company invests between
$500,000 and $1 million to start each
restaurant, Saxton said, and with
plans to open six more, Saxton
Pierce sees a favorable Tulsa mar-
ket.
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Tele-consolidation
Verizon buying MCI for $6.7 billion

BY BRUCE MEYERSON
Associated Press

NEW YORK — And then there
were four.

After three big mergers in two
months, that’s the number of major
players left in the rapidly consoli-
dating telephone industry — if you
exclude all the cable TV companies
that are jumping into the market.

The spree of takeovers, capped
by Monday’s agreement by Verizon
Communications Inc. to acquire
MCI Inc. for $6.7 billion in cash
and stock, is the logical outgrowth
of major regulatory changes in
Washington that boosted operating
costs for long-distance providers, ef-
fectively forcing them onto the auc-
tion block.

With AT&T Corp. being acquired
by SBC Communications Inc. in a
$16 billion deal announced two
weeks ago, two companies that
ruled the long-distance market until
recently are now due to disappear.
A third deal, a $35 billion transac-
tion announced in December, will
pair Sprint Corp. and Nextel Com-
munications Inc.

Once the deals close, a process
that may not be completed until
mid-2006, an industry once dominat-
ed by 10 names will be reduced to
the Big Four — Verizon, SBC, Bell-
South Corp. of Atlanta and Sprint
Nextel. BellSouth, which nearly ac-
quired AT&T a year ago, says it
has no merger plans in its immedi-
ate future.

A key catalyst for all three deals
was a court ruling nearly a year
ago and subsequent decisions by
the Federal Communications Com-
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Earnings
cool off at
Aaon Inc.
E Rising costs for materials
combine with production
problems to cut profits.

BY D.R. STEWART
World Staff Writer

Production problems at Aaon Inc.’s
heater and air conditioning manufactur-
ing plants in west Tulsa and Longview,
Texas, contributed to a 47.1 percent
drop in earnings in 2004, company ex-
ecutives said Monday.

For the year, Tulsa-based Aaon re-
ported revenue of $173.27 million, a
16.4 percent increase over 2003. But
net income was $7.5 million, or 58
cents a share, down from 2003 earn-
ings of $14.2 million, or $1.07 a share.

In the fourth quarter, Aaon posted
revenue of $45.02 million, up 19.2 per-
cent over the same period a year earli-
er. Net income was $2.08 million, or 16
cents a share, compared with $3.7 mil-
lion, or 29 cents a share, in 2003’s
fourth quarter.

“The decrease in 2004 earnings was
caused by a number of factors, includ-
ing start-up costs involved with a new
coil project in the first and second
quarters, closings of the company’s Tul-
sa plant for four days during the sec-
ond quarter due to computer and elec-
trical outages, as well as second-quarter
equipment failures at the company’s
Longview plant, which reduced coil
production needed by the Tulsa facili-
ty,” said Norman H. Asbjornson, presi-
dent and chief executive officer.

The company’s 2004 financial perfor-
mance also was impacted by a $900,000
loss at Aaon Canada Inc.

The production difficulties and the
loss at the Canada division should be
nonrecurring, Asbjornson said.

Another significant factor in the com-
pany’s performance last year, Asbjorn-
son said, was an unprecedented rise in
material costs, well over product price
increases.

“While we project even greater sales
in 2005, we cannot predict the level of
expected earnings due to a number of
factors, including the prospect of con-
tinued high material costs,” Asbjornson
said.

James M. Gentile, who follows Aaon
for Sidoti & Co. in New York, said the
company’s earnings were in line with
his expectations. He rates Aaon stock
as “neutral.”

“Over the last year or so, they have
been feeling the headwinds of high
steel costs . .  . and the mishaps of go-
ing through expansion,” Gentile said. “I
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CEO out at troubled retailer.
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RICK MAIMAN / Bloomberg News

Michael Capellas, president and chief executive of MCI Inc., arrives
Monday at the headquarters of Verizon Communications Inc. in New York.

Dallas-based
Saxton Pierce
Restaurant Corp.
plans to open
this McAlister
Deli site in
mid-March on
the northeast
corner of
Memorial Drive
and 91st Street.
The restaurant,
covering about
4,000 square
feet, will replace
a Picadilly
cafeteria.
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