EX PARTE OR LATE FILED

Before the

FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554 RECE'VED

JUL 24 1998
In the Matter of
OFFICE OF THE SECRETARY
Applications of WorldCom, Inc. and MCI
Communications Corporation for Transfer
of Control of MCI Communications
Corporation to WorldCom

MCI’S OPPOSITION TO GTE’S MOTION !
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AND PRODUCTION OF RELATED MATERIALS

CC Docket No. 97-211

MCI Communications Corp. (“MCTI”) opposes the motion filed by GTE on July
22, 1998, for expedited consideration of GTE’s June 17, 1998, motion for establishment
of a procedural schedule for review of the divestiture of MCI’s Internet business. Both of
GTE’s motions are simply stratagems intended to delay Commission approval of MCI’s
merger with WorldCom, Inc. (“WorldCom).

GTE’s arguments amount to a claim that Cable & Wireless plc (“C&W™) did not
negotiate a good deal when it bought MCI’s Internet business. Of course, GTE’s
purported concerns are backed by nothing (except an implacable desire to delay and
defeat the merger), and C&W’s assessment is backed by $1.75 billion in cash. GTE does
not dispute that C&W is a successful and sophisticated telecommunications company
experienced in negotiating acquisitions. GTE offers nothing to suggest that through

ignorance or incompetence, C&W’s acquisition was based on anything other than sound
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business judgment. Nor is it remotely plausible that the Department of Justice (and the
European Commission), which reviewed and approved the details of the divestiture,

completely missed gaping loopholes that render worthless the business that C&W is

acquiring.
The chimerical suspicions conjured up by GTE are easily refuted:

. GTE insinuates that MCI and WorldCom may have taken steps since the C&W
deal was reached to market WorldCom’s Internet services to MCI’s Internet
customers. Motion at 3. This intimation presupposes, without foundation and
contrary to fact, (1) that MCI and WorldCom exchanged customer lists prior to
regulatory approvals and closing and (2) that C&W negotiated an agreement that

allows MCI to emasculate it through conduct outside the ordinary course of
business.

. With touching solicitude for its competitor, GTE wonders whether C&W failed to
negotiate an adequate term for use of the MCI brand name. GTE Motion at 3.
GTE offers nothing to suggest that C&W needs to use the name for any length of
time — or that C&W wants to do so instead of building on its own identity as a
leading global telecommunications company. Of course, with its “heads I win,
tails you lose” approach, GTE would doubtless argue that C&W is not sufficiently
independent if it contracted to use the name for a longer period than it did.

. GTE incomprehensibly argues that “[w}hile MCI assertedly will transfer ‘all’ of its
system’s physical assets to C&W, these assets have not been identified with
adequate specificity.” Id. “Some” or “most” or “almost all” may lack sufficient
specificity, but “all” does not. If “all” these assets are not enough for a viable

Internet business, then apparently MCI’s Internet operation would not have added
much to WorldCom’s Internet business either.

. GTE demands more information about the details of various leases and other
provisions of the agreement. Id. at 3-4. MCI has already fully addressed this
argument. Reply Comments of MCI Concerning Divestiture of Its Internet
Business, at 12-14 (filed July 15, 1998). C&W had the incentive and ability to
negotiate an agreement that preserves its independence, and it did so, not least of
all by maintaining its right to put all the traffic onto its own existing backbone.



GTE wants the Commission to make its own determination about which MCI
employees C&W needs to supplement its own workforce. Id. at 4. It is hard to
imagine a role less appropriate for the Commission than to serve as a supervisory
human resources department for C&W, or less necessary given C&W’s ability to
look out for itself.

GTE inconsistently argues that the “fire-sale pricing” of MCI’s Internet business
may indicate that the divestiture was incomplete. Id.' MCI's entire Internet
business is in fact being divested, and the $1.75 billion price is a fair price consis-
tent with the price paid in the last two years for other Internet businesses, includ-
ing GTE's purchase of BBN. To the extent that MCI was forced to sell its Internet
business in less than optimal circumstances, that would explain why the price was
lower than it otherwise might have been. If C&W got a good deal, C&W will only
be better able to compete against MCI WorldCom — and GTE.

No further proceedings are necessary. The Commission received comments from

GTE and others concerning MCI’s initial agreement with C&W involving the sale of
MCT’s backbone business. The subsequent agreement with C&W changed the initial
agreement only in ways that addressed concerns raised in the initial round of comments
by GTE and others — primarily to include in the divestiture contracts with retail custom-
ers and to increase the number of employees transferred to C&W. Notably, GTE does
not even acknowledge the explanation in MCI’s July 15 Reply Comments (at 16) of why
more than enough information has been disclosed to evaluate the divestiture: all material
terms have been announced; C&W is acknowledged to be a credible buyer with every

incentive and the ability to protect its own interests; DOJ comprehensively reviewed the

! GTE’s passion for disclosure does not extent to its alleged estimate that MCI’s

Internet business is worth $4-7 billion. Ibid.
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sufficiency and details of the divestiture; and disclosure of competitively sensitive

information to competitors like GTE raises significant concerns.

The Commission has given interested parties a fair opportunity to comment, and
the extensive record already contains ample information to permit the Commission to

discharge its responsibility to make an informed assessment of the public interest. The

matter is ripe for decision.
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