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RE: WC Docket No. 05-65, DA 05-656, In the Matter ofSBCIAT&T Applications for
Approvalfor Transfer ofControl

Dear Ms. Dortch:

On September, 21, 2005, Melissa Newman, Steve Davis and Bob Connelly -- all of Qwest -­
met, in separate meetings, with Michelle Carey, Legal Advisor to Chairman Kevin Martin;
Russ Hanser, Legal Advisor to Commissioner Jonathan Adelstein; Scott Bergmann, Legal
Advisor to Commissioner Kathleen Abernathy; Jessica Rosenworcel, Legal Advisor to
Commissioner Michael Copps; and, Thomas Navin, William Dever, Terri Natoli and Donald
Stockdale, all of the Wireline Competition Bureau. Additionally, Gary Lytle of Qwest
attended the meetings with Michelle Carey, Russ Hanser and Thomas Navin.

The attached letter, dated September 21,2005, from Robert L. Connelly, Jr., of Qwest to FCC
Secretary Marlene H. Dortch, including the attachments thereto, and the attached PowerPoint
presentation were used as the basis for discussions at these meetings. The purpose of this
correspondence is to submit these documents to the FCC so that they can be included in the
record of the above-captioned proceeding.

As is required by the March 10, 2005 Order and Protective Order (DA 05-635) in WC
Docket No. 05-65, each page of the redacted version of the letter and accompanying
attachments has been marked with the following language: "REDACTED - FOR PUBLIC
INSPECTION". The redacted version ofthe Connelly letter reflects markings indicating in
the text where the confidential information has been removed. As to the letter's attachments
that are confidential, these have been removed from the redacted version of the submission;
the non-redacted version of the submission contains a complete set of the attachments (both
confidential and non-confidential). Regarding the PowerPoint presentation, since this
document contains no confidential information, it does not include any markings (but it is
attached to both versions of this correspondence).
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In addition, under separate cover, Qwest is simultaneously submitting today a non-redacted
version of this correspondence. As is also required by the March 10, 2005 Order and
Protective Order (DA 05-635) in WC Docket No. 05-65, each page of the non-redacted
version of the letter and accompanying attachments (that contain confidential information) has
been marked with the following language: "CONFIDENTIAL INFORMATION - SUBJECT
TO PROTECTIVE ORDER IN WC DOCKET NO. 05-65 before the Federal
Communications Commission".

Enclosed are an original and five copies of this correspondence, including one STAMP AND
RETURN copy. Pursuant to the March 11,2005 Public Notice (DA 05-656), a copy of this
correspondence is also being provided to the following FCC personnel: Marcus Maher and
Gary Remondino of the Wireline Competition Bureau, Jeff Tobias and Mary Shultz of the
Wireless Telecommunications Bureau, David Krech and JoAnn Lucanik ofthe International
Bureau, Charles Iseman of the Office of Engineering and Technology, James Bird of the
Office of General Counsel, and Jonathan Levy of the Office of Strategic Planning and Policy
Analysis. In addition, a copy of this correspondence is being provided to the FCC's
duplicating contractor, Best Copy and Printing, Inc.

This ex parte submission is being filed pursuant to 47 C.F.R. § 1.1206(b)(2).

Si~t~

Melissa E. Newman
Vice President-Federal Regulatory
Qwest

Attachments

Copy to:
Michelle Carey (Michelle.Carey@fcc.gov)
Russ Hanser (Russ.Hanser@fcc.gov)
Scott Bergmann (Scott.Bergmann@fcc.gov)
Jessica Rosenworcel (Jessica.Rosenworcel@fcc.gov)
Thomas Navin (Thomas.Navin@fcc.gov)
William Dever (William.Dever@fcc.gov)
Terri Natoli (Terri.Natoli@fcc.gov)
Donald Stockdale (Donald.Stockdale@fcc.gov)
Gail Cohen (Gail.Cohen@fcc.gov)
Marcus Maher (Marcus.Maher@fcc.gov)
Gary Remondino (Gary.Remondino@fcc.gov)
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Jeff Tobias (Jeff.Tobias@fcc.gov)
Mary Shultz (Mary.Shultz@fcc.gov)
David Krech (David.Krech@fcc.gov)
JoAnn Lucanik (JoAnn.Lucanik@fcc.gov)
Charles Iseman (Charles.Iseman@fcc.gov)
James Bird (James.Bird@fcc.gov)
Jonathan Levy (Jonathan.Levy@fcc.gov)
Best Copy and Printing, Inc.
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Secretary
Federal Communications Commission
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Qwest
1801 California Street, 10th Floor
Denver, Colorado 80202
Phone 303 383-6747
Facsimile 303 298-4576

Robert L. Connelly, Jr.
Vice President - Deputy General Counsel

September 21, 2005

RE: SBCIAT&T Applications for Approval of Transfer of Control­
WC Docket No. 05-65

Dear Ms. Dortch:

This letter discusses evidence that SBC already is using its increased market
power arising from its acquisition of AT&T to create new barriers to competition. SBC's actions
appear targeted to foreclose any other party from emerging to replace the competition lost when
SBC eliminates its primary in-region competitor. These actions underscore why the merger
should be conditioned on full divestiture of overlapping AT&T operations and related
restrictions on terms and conditions under which SBC provides special access.

Introduction

The record in this proceeding demonstrates that SBC, by acquiring AT&T, would
substantially increase its market power over special access by eliminating the competitor with by
far the greatest scale and scope to constrain wholesale special access prices. II SBC already is
flexing its resulting increased market power "muscle" to take advantage of the weakened

11 AT&T operates the largest independent local network facilities in the SBC region, and is best
positioned to avoid SBC special access by overbuilding new plant, cost-justified by its larger customer base
and more extensive existing local network. AT&T provides use of its network to third party carriers, and also
constrains SBC special access prices for other carriers due to its purchasing leverage insofar as SBC must give
other carriers similar rates. Moreover, AT&T can constrain SBC retail prices for business services where
special access is a material input. See, e.g., Declaration of B. Douglas Bernheim, attached to Qwest Petition
to Deny, WC Docket No. 05-65 (filed Apr. 25, 2005); Ex Parte Letter filed by Global Crossing North
America, Inc., WC Docket No. 05-65 (filed Sept. 1,2005); Declaration of Simon Wilkie, attached to Cbeyond
Communications, et aI., Petition to Deny, WC Docket No. 05-65 (filed Apr. 25,2005); Simon Wilkie,
"Proposed Mergers ofSBC/AT&T and VZ/MCI: Preliminary Analysis ofCompetitive Effects," attached to ex
parte letter filed by Cbeyond Communications, et aI., WC Docket Nos. 05-65 and 05-75 (filed June 15,2005).
Cf New York State Department of Public Service Staff, White Paper, Case No. 05-C-0237, Joint Petition of
Verizon New York and MCL Inc.; Case No. 05-C-0242, Joint Petition ofSBC Communications, Inc. and AT&T
Corp. (N.Y. PSC, filed July 6, 2005).

"REDACTED - FOR PUBLIC INSPECTION"



Marlene H. Dortch
WC Docket No. 05-65
September 21, 2005
Page 2

bargaining position of special access customers negotiating deals that will apply in a post-merger
world. These anticompetitive actions raise problems individually. Collectively, they serve as a
de facto "poison pill" precluding transactions that would permit a new competitor to grow to the
scale and market-checking scope ofAT&T today.

1. Grooming Restrictions. SBC is imposing severe new limits on the ability of Qwest (and
presumably other special access purchasers) to reduce the special access costs they incur
by shifting to more cost efficient configurations - known as "grooming" circuits.

o SBC is limiting the ability of customers that are AT&T competitors to leave SBC
service and substitute other providers, and to replace less efficient SBC special
access with more efficient and less costly SBC configurations.

o These grooming restrictions make it harder for SBCIAT&T competitors to lower
their access costs. They also reduce smaller CLECs' ability to compete by
preventing customers from migrating service to them.

2. UNE/Access Service Ratio Restriction. SBC is also exercising its increased market
power to force Qwest to maintain at least 95% of its total SBC local facility spending on
higher priced special access services, and no more than 5% on Unbundled Network
Elements ("UNEs"). Significantly, SBC also is requiring that this restriction apply to
local spending by companies that Qwest may acquire in the future.

o This so-called 95/5 "access service ratio" requirement imposes added costs on
SBC/AT&T competitors by effectively precluding them from purchasing high­
capacity UNEs for which the FCC continues to require unbundling due to
competitive "impairment."

o The access service ratio requirement also effectively deters Qwest (and others)
from acquiring a CLEC that uses UNEs to a material extent. The requirement
imposes a "Hobson's choice" on companies considering acquiring such CLECs:
either (i) forego the benefits ofSBC's optimal special access pricing plans (and
possibly incur significant repayment penalties), or (ii) convert the CLEC's circuits
from SBC UNEs to higher-priced special access, thereby eviscerating much of the
business case for the acquisition.

3. Vetoes on CLEC Consolidation. In significant commercial transactions with other
carriers, SBC appears to be expressly prohibiting those carriers from entering into
mergers with certain specified competitors, upon pain of SBC canceling those contracts.
SBC has taken steps to prevent the public from knowing the identity of the "blacklisted"
competitors. However, the practical result is to confine the ability of such competitors to
consolidate and achieve sufficient scale to compete effectively with SBCIAT&T.

"REDACTED - FOR PUBLIC INSPECTION"
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In a competitive market SBC would not have the ability to impose these onerous
conditions on its rivals. Its proposed elimination of AT&T both increases its ability to do so, and
increases its incentives to preserve the market power it is gaining.

These actions present issues under the Communications Act and the antitrust laws.
However, our primary purpose for bringing them to the Commission's attention here is to
underscore how SBC already is exploiting the increased market power it will receive from the
elimination of an independent AT&T in its region. It is imposing conditions governing the post­
merger world to crfate barriers to the replacement of AT&T's current competitive position.
Third parties aware of that increasing market power are being forced to accept these terms. It is
incumbent on this Commission to remedy this situation through adequate conditions on the
merger.

We describe these anticompetitive practices in greater detail below.

I. SBC Grooming Restrictions.

Certain of the most significant volume and term discount plans covering the
special access services that Qwest's long distance and enterprise service affiliate, Qwest
Communications Corp. ("QCC"), purchases from SBC expired on Sept. 1,2005 (in the
Ameritech region) and will expire on Nov. 1,2005 (in the PacTel and SWBT regions). Over the
past several months SBC and Qwest have been in discussions regarding a replacement discount
plan for the future, post-merger period.

Over the past 18 months QCC has been taking actions to reduce its special access
costs through grooming. In the course of the current negotiations, however, SBC announced
plans to impose new and extraordinarily stringent limits on the number of facilities that QCC
could groom in the future. Specifically, SBC proposed not to allow QCC to groom any more
than [BEGIN CONFIDENTIAL] [END CONFIDENTIALI circuits per month nationwide, or
[BEGIN CONFIDENTIAL] [END CONFIDENTIAL] per year - and not a single circuit more. £!
These restrictions would apply both to grooms from SBC to other CLECs, and to grooms from
less efficient to more efficient (and less costly) configurations of circuits that QCC buys from
SBC. At the same time, in a July 2005 meeting with Qwest personnel, SBC staff members
stated that SBC would be willing to perform the necessary services to enable QCC to move over

2/ See Exhibit I IBEGIN CONFIDENTIALI
lEND CONFIDENTIALI; Exhibit 2

IBEGIN CONFIDENTIAL] [END
CONFIDENTIALI, at I. Under SBC's methodology, in some circumstances grooming one DS3 circuit
containing 28 DSls would count as 29 grooms (I for the DS3 and I for each of the DSls). See Exhibit 3
[BEGIN CONFIDENTIAL) [END
CONFIDENTIAL], at I. SBC proposed further restrictions allocating the monthly grooms among the four SBC
regions (Ameritech, PacTel, SWBT and SNET). These regional and monthly allocations could not be
transferred between regions or months - so QCC must use its allocations or lose them, regardless of whether it
has greater needs or shortfalls in a different region or month. See Exhibits I & 2.
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[BEGIN CONFIDENTIAL] [END CONFIDENTIAL] times as many circuits - [BEGIN
CONFIDENTIAL] [END CONFIDENTIAL] per month - when the grooms related to
the transfer of service from other CLECs to SBC (rather than the other way around). J! In other
words, SBC was much more willing and apparently able to groom circuits where that grooming
would result in increased, rather than decreased revenue.

To put these limitations in perspective, during 2004, QCC achieved annual cost
savings of approximately [BEGIN CONFIDENTIAL] [END CONFIDENTIAL] million by
grooming [BEGIN CONFIDENTIAL] lEND CONFIDENTIAL] circuits either from SBC
to CLECs or from less efficient to more efficient SBC configurations. ±! This is more than
[BEGIN CONFIDENTIAL] [END CONFIDENTIAL] the number of circuits Ihat QCC would be
permitted to groom under SBC's newly imposed limitation. Through July 2005, QCC has
already groomed [BEGIN CONFIDENTIAL] [END CONFIDENTIAL] circuits away from
SBC, and had anticipated grooming away even more circuits - approximately [BEGIN
CONFIDENTIAL] [END CONFIDENTIAL] by year-end - amounting to [BEGIN
CONFIDENTIAL] [END CONFIDENTIAL] times the number that would be permitted
under SBC's restrictive policy. ~

During Ihe negotiations, Qwest expressed its unwillingness to accept SBC's
proposed grooming limitations. §/ Subsequently, SBC told Qwest that it would have to accept
the grooming limitations whether it wanted to or not. SBC planned to impose them unilaterally
outside the tariff by embodying them in SBC's standard operating Methods and Procedures
document, rather than in an agreement with QCC.l/ SBC has informed Qwest that the new
grooming guidelines were effective September 1, 2005.

"J.I See Exhibit 2.

::II See Exhibit 5 [BEGIN CONFIDENTIAL)
[END

CONFIDENTIAL) at 2.

~ See Exhibit 6 [BEGIN CONFIDENTIAL]
[END CONFIDENTIAL] at I.

f!! See id. at I ("Qwest made it clear that they don't agree with these guidelines and are only here to
understand the process").

1! See Exhibit 4 (BEGIN CONFIDENTIAL)
[END CONFIDENTIAL) at I (noting that, while SBC might "remove the grooming language altogether

from the current [contract tariff] offer, ... SBC still plans to implement this in practice during the 3rd or 4th
qtr."); Exhibit I at 5-11 (detailing SBC's proposed grooming restriction in a non-tariffed "Grooms Process
Information" document). See also Exhibit I at 7 (specifying that the applicable groom limits "include, but are
not limited to, Qwest-initiated moves from an existing CFA ["Circuit Facility Assignment"] to another CFA.
New installs and customer initiated moves from Location A to Location B submitted via the project process
will not be counted against the groom quantity allotmenl.").

"REDACTED - FOR PUBLIC INSPECTION"
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The fact that SBC is imposing these restrictions on Qwest via a non-tariffed
standard operating procedures document indicates the likelihood that SBC is applying such
restrictions to other special access purchasers as well. These grooming restrictions will have an
enormously harmful impact on SBC's facilities-based local customers/competitors because, even
if those CLECs succeed in attracting business from Qwest or other special access purchasers,
those purchasers cannot, as a practical matter, migrate their business over to the CLECs in a
timely manner. The restrictions also impose serious harm on Qwest and other AT&T
competitors that must purchase special access from SBC. They are prevented from taking action
to reduce their special access expense even when viable, more cost-effective alternatives are
available.

SBC's apparent willingness to groom a far greater number of circuits from
CLECs to SBC than from SBC to CLECs provides convincing evidence that SBC's restrictions
on QCC's ability to migrate special access circuits to competitors have less to do with any
technical provisioning limitations than with preserving SBC revenue while also undermining
competition. ~ Indeed, Qwest understands that SBC's Methods and Procedures effectively
impose no fixed grooming restriction on circuits coming over from CLECs because they would
qualify as "new." In effect, SBC is willing to devote major resources to handle service on orders
that shift additional revenue to itself, but it is slow-rolling service on orders that would reduce
revenues, even though both types of orders involve essentially similar work functions.

Moreover, SBC's grooming restrictions will have an even more harmful and
anticompetitive effect if SBC is allowed to purchase AT&T. Qwest recognizes that reasonable
non-discriminatory grooming policies are necessary to permit orderly processing of orders,
consistent with the ILEC's technical capabilities. Now, however, with the merger in prospect,
SBC is creating arbitrary limits that tie QCC (and presumably others) more tightly to the SBC
local network. The result is to increase QCC's costs, and to hamper its ability to meet customer
requirements. The restrictions also effectively reduce the market opportunity for CLECs to the
extent they provide a competitive alternative to SBC in particular locations. Not coincidentally,
they also reduce the value ofany divested local AT&T facilities in the SBC region because the
buyer (and third parties) would be less free to move offSBC's own ubiquitous network onto the
divested assets.

Finally, and importantly, the grooming restrictions create a barrier to merger
among CLECs trying to replicate AT&T's scale and scope. Such merging CLECs would be
hamstrung by these limits as they sought to complete grooms from SBC local facilities to
themselves (or to local facilities acquired in the merger), in order to timely capture the synergies
ofa more efficient local network operation in the SBC region.

& Qwest has on several occasions asked SHC to provide a technical or other justification for the
arbitrary cap on the number ofcircuits that SHC will groom for Qwest, but SHC has never provided any
detailed basis for how it came up with the cap. See, e.g., Exhibit I at 3; Exhibit 6 at 2 (in response to Qwest's
request for explanation of the formula used to derive restriction imposed on Qwest, representative of "SBC
says this is a business decision.").

"REDACTED - FOR PUBLIC INSPECTION"
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In that regard, one may wonder whether a side rationale for the new grooming
restrictions on competitors is to permit SBC to devote more resources to the combination and
optimization of SBC and AT&T customers and networks post-merger. Such preferential
treatment would clearly violate the anti-discrimination requirements of Sections 201, 202, and
272 of the Communications Act ("Act") 'l! But for present purposes such concerns underline the
need for adequate remedies to address the problems created by the merger itself. 10/

II. sse Restrictions on Special Access Purchasers' Use of UNEs.

SBC also is tying another anticompetitive restriction to the new volume special
access plan under negotiation with Qwest. Such special access pricing plans are common in the
industry, and typically provide for a discount off the ILEC's special access rates in exchange for
a specified purchase commitment. Virtually all carriers that purchase significant amounts of
special access do so pursuant to volume and/or term discount plans. Here, however, SBC is
insisting in negotiations over the new QCC volume plan that QCC agree to limit the purchase of
those high-capacity UNEs that SBC continues to be required to offer pursuant to the FCC's rules.
SBC is also insisting upon commitments that QCC will never "commingle" special access and
UNE facilities, even insofar as ILECs are required to make such commingling available. QCC
does not currently use UNEs in the SBC region. However, the SBC restrictions would prevent
QCC from reevaluating that strategy. More important, however, they also would act as a "poison
pill," raising - potentially prohibitively - the cost to QCC of acquiring a CLEC that does use
UNEs. QCC would be forced either to move that CLEC offUNEs, or suffer a large financial
penalty.

Specifically, SBC is tying its volume discount offer for special access to a so­
called "access service ratio" requirement that QCC at all times purchase at least 95% ofthe SBC
facilities used for dedicated local connectivity as tariffed special access service, rather than
UNEs. Put another way, Qwest may spend no more than 5% of its total SBC purchases on
UNEs - under penalty of losing its eligibility for substantial discounts on the special access

2! "A Bell operating company ... (I) shall fulfill any requests from an unaffiliated entity for telephone
exchange service and exchange access within a period no longer than the period in which it provides such
telephone exchange service and exchange access to itself or to its affiliates ...." 47 U.S.C. § 272(e)(I). Other
provisions of Section 272(e), which do not sunset with other provisions of Section 272, similarly require
BOCs to provide exchange access services, including special access, at nondiscriminatory terms and conditions
to unaffiliated carriers.

101 It would be virtually impossible for the Commission or competing carriers to detect these
discriminatory practices or enforce the Act's requirements (absent appropriate merger conditions). Moreover,
even ifSBC were to impose the same grooming restrictions on post-merger AT&T as it imposes on AT&T's
competitors, the net effect would still seriously harm competing carriers. The increased amounts that AT&T
might have to spend on SBC special access would be a "pocket-to-pocket" transfer that would have no bottom
line impact on the merged company, but Qwest and other competing carriers would be forced to spend more on
SBC special access, banning their bottom lines and making it substantially more difficult for them to compete
with AT&T.

"REDACTED - FOR PUBLIC INSPECTION"
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services that make up the vast majority of its spending on local dedicated connectivity, as well as
substantial termination liability under the plan. 111

These UNE restrictions create a "poison pill" that would substantially if not
prohibitively increase the cost for Qwest - and any other AT&T competitor subject to a similar
SBC policy - to acquire a CLEC that purchases any significant amount ofUNEs from SBC.
Specifically, SBC is requiring that, if Qwest acquires control ofa CLEC, the new "access service
ratio" and commingling restrictions on the use of UNEs also would apply to that CLEC, or QCC
would lose its special access discounts. 121 Unless Qwest converted the acquired CLEC's UNEs
to special access sufficient to satis/)' the 9515 access service ratio, QCC would be in violation of
the plan, would be disqualified from any further discounts under the plan, and would be liable to
SBC for substantial early termination penalties.

As with the grooming restrictions discussed above, SBC has made clear that the
application of the access service ratio to an acquired embedded UNE base is non-negotiable - a
"take it or leave it" proposition. SBC has included the restriction in the draft tariff that it
proposed to file for the discount term plan terms it offered Qwest. This now confronts Qwest
with a "Hobson's choice" when considering CLEC acquisitions: either continue the CLEC's
purchase ofUNEs, which would require Qwest to forego the substantial cost savings of QCC's
SBC special access discount plan and subject QCC to substantial penalties, or migrate the
CLEC's service from SBC UNEs to higher-priced special access, which would likely undermine
Qwest of a significant part of the benefits of the business case for acquiring the CLEC in the first
place. UI Thus, SBC's application of the "access service ratio" restriction - not only to QCC
itself (and others) but also to their possible future merger partners - effectively reduces the
ability of Qwest (and other special access purchasers) to combine to achieve the necessary scale
and scope economies to compete more effectively with SBCIAT&T.

SBC is violating the Communications Act on its own terms, unlawfully
precluding competitors from obtaining access to SBC's UNEs, in violation of Sections 201 and
251(c) of the Act, and unlawfully raising competitors' costs. For present purposes, however, our
point is that SBC's unilateral imposition of this condition is evidence of how it is asserting its
increased market power for the post-merger period, and doing so before that merger even has
closed.

1lI See Exhibit 8 [BEGIN CONFIDENTIAL)
[END CONFIDENTIAL] at 4. SBC has established similar "access service ratios" in the context of

past generic discount plans. But now SBC is doing so with an express application of the ratio to any firm that
Qwest may acquire in the future.

See id. at 5-8 [BEGIN CONFIDENTIALI

See Exhibit 9 [BEGIN CONFIDENTIAL]
[END CONFIDENTIALI.

lEND CONFIDENTIALI.
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III. SBC Use of Contract Conditions To Restrict CLEC Mergers.

Finally, Qwest believes that the Commission should investigate recent contracts
between SSC and other carriers that appear to condition SSC-granted benefits on a restriction on
those carriers' ability to engage in merger activities with certain specified "blacklisted"
companies. For example, based on redacted versions of contracts that have been disclosed
publicly (or summaries of which have been disclosed publicly) it appears that both Time Warner
Telecommunications, in its contract to sell local services outside SSC's region to SSC and
AT&T, and WilTel Communications, LLC, in its contract to sell wholesale long-distance service
to SSC and AT&T, may have been forced to accept terms of this nature. 14/

WilTel Communications, LLC., for example, recently entered into a new Master
Services Agreement with SSC to replace a long-standing supplier arrangement with that
company. The Agreement provides for SSC to purchase $600 million in services from WilTel
during the period through December 31,2007, and an additional $75 million in subsequent
years. .li/ However, Section 7.2 of that Agreement also provides that ifWilTel is sold to a "ssc
Restricted Company" prior to the end of2007, SSC may terminate this very sizable contract.
Given the importance of this contract to WilTel, this provision effectively gives SSC a veto right
over a sale ofWilTel to any company specified as a "ssc Restricted Company." 16/ Public
filings of the contract redact the exhibit identifYing which "blacklisted" companies are specified
as falling into the category of"SSC Restricted Company."

Similarly, in June 2005 SSC and AT&T entered into a services agreement with
Time Warner Telecom Holdings Inc. in which the merger parties agreed to acquire a significant

14/ See Exhibit 10 (WilTel Press Release, 6/16105, available at
http://www.wiltel.comloverview/contentlpressreleases/2005/06-16.htm; Exhibit II (Excerpts from Redacted
Version ofSBC/Leucadia/WilTel Contract, 6/15/05, filed with the SEC as an attachment to Form S-K1A and
available at http://www.sec.gov/Archives/edgar/data/96223/00009095I S0500050 IIjd7-7ex99_I.txt; Exhibit
12 (Time Warner Telecom Press Release, 611/05, available at
http://www.lwtelecom.comIDocumentsiAnnouncementslNews/2005/TWTC_ATT_SBC_Renewa12005.pdf;
Exhibit 13 (Excerpts from Redacted Version of SBC/AT&TlTime Warner Telecom Contract, 6/1/05, filed
with the SEC as an attachment to Time Warner Telecom Form IO-Q, and available at
http://www.sec.gov/Archives/edgar/datalI057758/00011931250516249I1dexI02.htm. While only the
redacted versions of these contracts are publicly available, Qwest urges the Commission to use its merger
review authority, as well as its authority under Sections 211 and 21S, to review these contracts and ascertain
the content of these potentially anticompetitive contract provisions.

J2I See Exhibit 11 at Section 3.I.A.1.

16/ Specifically, Section 7.2.C of the Agreement provides that SBC may terminate during this period in
the event of a "Change ofControl," but as defined in Section 1.29 of the Agreement a "Change in Control" is
not any corporate change in control, but only the sale ofWilTel to an "SBC Restricted Company." Section
1.170 of the Agreement dermes an "SBC Restricted Company" as "any Person identified on Appendix A."
However, Appendix A has been withheld from the public tiling. See id.
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amount (not publicly disclosed) of services between 2005 and 2009.J1) However, when the
parties filed this contract with the SEC, they curiously redacted in full one provision dealing with
termination issues: Section 6.4 titled "Change in Control Event." .lliI

In the absence of full access to these contracts, the Commission is not in a
position to determine the extent to which SBC may be utilizing the conditions in these
transactions to preclude these leading companies (and possibly others) to join with others in
order to create a robust substitute for the competition lost due to the elimination of an
independent AT&T. However, in the context of the other recent SBC actions discussed above,
the Commission should investigate whether SBC and AT&T are using their massive marketplace
clout to make it difficult or impossible for major competitors such as Qwest and others to
combine in order to compete more effectively against the merged company.

* lie * * *

The effects of these patterns of conduct are not only harmful to competition, they
are also unmistakably merger-related - and will become more harmful ifand when the merger is
consummated. While AT&T will benefit from integration with SBC, the largest and most
dominant provider of local connectivity in its region, AT&T's competitors will not be able to
achieve similar integration. SBC will enjoy the full benefits of eliminating a competitor of
AT&T's scale and scope.

Qwest is concerned that these SBC actions are just the beginning of its actions to
exploit the anticompetitive market power it is gaining through the merger. Based on the factual
evidence presented here, Qwest urges that, assuming the Commission does not reject the
proposed merger, it at least must impose robust conditions - including divestitures of AT&T's
in-region facilities and customers, and safeguards against abuse of increased SBC market power
over special access. Such conditions are crucial to the public interest if the merger otherwise is
to be allowed.li/

Robert L. Connelly, Jr.
Vice President and Deputy General Counsel

111 See Exhibit 13 at Section 3.1.1.

W See id., Section 6.4.

19/ See QwestEx Parte, we Docket No. 05-65 (filed Sept. 1,2005); Qwest Ex Parte Presentation
Regarding Remedies, we Docket No. 05-65 (filed Sept. 21, 2005).
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WIlTel, SBC Communications Il'!c. Announce New
.....~~~~~.~.~!:!!~~.~.~.~~~~.~~.~~ .

Page 10f2

......---News Release June 16, 2005 ,
Agreement Designed to Ensure Consistent, High-Quality Services for
SSC Customers Throughout ATaT Acquisition and Integration
Process

WllTe' to Continue to Provide SSC Companies with Long-Distance
Voice, Data Services ThrouS/h 200'; Will Se a Preferred Diversity
Provider for Combined SSC-ATaT

lULSA, Okla. and SAN ANTONIO (June 16, 2005) - WllTel Communications
(a wholly owned, indirect subsidiary of Leucadia National Corporation ­
NYSE: LUK), and SBC Communications Inc. (NYSE: SBC), announced today
a new master services agreement extending their relationship through
2009.

The agreement outtines parameters for continued SBC usage of WllTel
services throughout the planned AT&T acquisition and integration process.
Additionally, the agreement calls for WilTel to be a preferred long-term
provider of the combined SBC and AT&T for off-net and diverse network
services, prOViding businesses with expanded options to maintain multiple.
redundant network connections to maximize network performance Zlnd
reliability.

'WllTel was critical to SBC's nationWide launch of long-distance voice and
data services. This agreement continues our successful relationship with
WilTel and allows us to deliver several key benefits to our customers," said
Bob Ferguson, group president and CEO, SBC Enterprise Business Services.
'Our top priorities dUring the planned AT&T acquisition process are to
ensure security and reliability for our customers. This agreement with
WllTel Is designed to facilitate those efforts and to enable us to provide even
greater network diversity options for our customers moving forward."

The agreement Indudes purchase commitments from SBC and performance
incentives designed to ensure consistent high-quality service for SBC
customers. Additional flnanclal detaUs related to the agreement will be
disclosed In each party's related SEC flling.

WilTel's President and Chief Executive Officer, Jeff Storey. said S8C remains
an Important long-term customer.

"We are committed to assisting S8C with a smooth transition," Storey said.
"1" the near term, WilTel expects to generate a considerable amount or
revenue from S8C. WIiTel has a solid foundation, and expects to continue
its success as a provider of wide-area networking services for enterprises,
carriers, the federal government and media/entertainment companies. II

ThiS new master services agreement replaces the alliance agreement that
the two companies formed In February 1999.

About WilTel Communications

WilTel Communications, LLC, provides a diverse set of data, voice, 1P, Video,
managed and professional services, creating advanced wide-area

hnp://www.wiltel.comJoverview/contentlpressreleases/2005/06-16.htrn

I ..··
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networking solutions for enterprise, global tetecommunicatlons providers.
the federal govemment and media and entertainment companies. WIITel's
next-generation network Infrastructure reaches border-to-border and coast­
to-coast with International connectivity to accommodate global traffic.
WIiTel Communications, LLC is the operating subsidiary of WllTel
Communications Group, LLC, a wholly owned, Indirect subsidiary of
Leucadia National Corporation. For more detailed Information, visit
wwVL.Wi!lel,,!mL.

About SBC Communications

S8C Communications Inc. Is a Fortune 50 company whose subsidiaries,
operating under the 5BC brand, provide a full range of voice, data,
networking, e-buslness, directory publishing and advertising, and related
services to businesses, consumers and other telecommunications providers.
SBC holds a 60 percent ownership Interest in Clngular Wireless, which
serves 50.4 million wireless customers. 5BC companies provide high-speed
DSl Internet access lines to more American consumers than any other
provider and are among the nation's leading prOViders of Intemet services.
5BC companies also offer satellite TV service. Additional information about
sec and sac products and services Is available at www.sbc.com.

Cautionary Language Concerning Forward-Looking Statem..nts

This press release may contain "forward-looking statements. " Although
Wi/Tel believes any such statements are based on reasonable assumptions,
there Is no assurance that actual outcomes will not be materially different.
Wi/Tel assumes no obligation to update those statements to renect actual
results, changes in assumptions and other factors. The forward~/ooking

statements are subject to known and unknown risks, uncertainties and
other factors that could cause actual results to differ materially from those
projected. Additional information that could lead to material changes in
performance is contained in filings with the Securities and Exchange
Commission made by Leucadia.

Information set forth in this news release contains financial estimates and
other forward-looking statements that are subject to risks and
uncertainties, and actual results may differ materially. A discussion of
factors that may affect future results is contained in SBC's filings with the
securities and EKchange Commission. sac disclaims any obligation to
update or revise statements contained in this news release based on new
information or otherwise.

Close Window
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EXHIBIT 99.1

CONFIDEllTIAL PORTION MARKIlD [...) HAS BEEN OMITTBD PURSUANT '1'0 A
REQUEST FOR CONFIDEllTIAL TREA'nIEIIT AND FILED SEPARATELY "ITH THB

SECURITIES AND EXCHANGE COMMISSION.

SBC AGREEMENT No. 05040021

Master Services Agree....nt

among

WilTel Communications, LLC,

WilTc! Local Network LLC

sac Services, Inc.

and

SBC Comnnmications Inc.
(for certain limited purposes as set forth herein)

,..
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I. Append1ceo

A. sse •••tricted C~ie.
B. OOS 1kmU. Performance Metric.
C. Platton Hardware and Software
D. Liet of surviving Collocation Arrangement.
S. 1111Tel City Llot
P. Schedule of OSS InteroperebiHty
G. SBC Traffic Paree••t
R. (••• ] unit. Agree.ent

II. Schedule.

A. WilTel service SUpplement.

1. l+.Voice Service
2. Private Line Service
3 • A'1'M Service
4 . Pre.. Relay Service
S. Internaticmal Voice service
6. International Private Line Service
7. (Intentionally Doleted]
8. Liat of on-Net Services and Off-Net Service.;

Lilt of Included Services and ExclUded Servicel;
Pon of CertificeUon

9 • Local Aece.. Service
10. Local Tranaport Service
11. oallocatian Service.
12. Anc111ery end Me1nt.......ce Cherge.
13. (Intentionally Doleted)
14. Pricing Methodology for Bulk Pec11itieo

B. SSC-Bervice SUpplement

1. Platform Service
e. Ordering and Inltallatian of WilTel Servicee
D. lIilTeI Network Monitoring, Maintenance' Repair

III. Exhibito

A. Executive Order. and A••oci.ted Federal Regulations

1·-­..
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MASTER SERVICES AGREEMENT
AMONG

lIILTEL COMMUNICATIONS, LLC
lIILTEL LOCAL NETIIORK LLC

sec SERVICES, INC.
AND

sec COMMUNICATIONS INC.
(POR CERTAIN LIMITED PURPOSES SET PORTH HEREIN)

Thi. MASTER SERVICES AGREEMENT, elated as of June IS, 2005 (the 'Effective
Dete') , ia entered into by and smong:

WilTel Communications, LLC, a Delaware limited liability company
('lIilTel'), and ita Affiliate, WilTel Local Network LLC ('wilTel Local
Network-) ;

and

SBC Services, Inc., a Delaware corporation ,RSBC·), and, solely tor the
purposes of Articles 1 and 23 hereof, SBC Communications Inc. (MParent·).

RECITALS

WHEREAS, WilTel and SBC Communications Inc. entered into a Ma.ter Alliance
Agreement dated February 8, 1999, as amended (sa 80 amended, the 'MAA') , and
certain other agreement. pursuant thereto (the MAA, such other agreementa and
all ancillary agreementa and related documentation are referred to herein
collectively.a the "Alliance Agreements"); and

~S, contemporaneous with the execution of this Agreement, the Parties have
executed that certain Termination, Mutual Releaae and Settlement AgreemeDt, of
even date herewith (the ·Termination and Releaa. Agreement"), among SBC
Communications Inc., sac Operation., Inc., SBC Services, Inc., SBC Telecom, Inc.
and sec Long Distance, Ltc (successor to sec Long Distance, Inc. and
Southwe.tern Bell Communications Services, Inc.), on behalf of them8elves and
their Affiliates, and WilTel Communication. Group, LLC (f/k/a Williame
Communications, Inc.) and WilTel Communi cationa , LLC, which terminates the MAA
and all other Alliance Agreements and rele••ea all obligations thereunder,
except to the extent provided otherwise in the Termination and Releaae
Agreement, by the mutual agreement of the parties thereto; and

lIIIEREAS. wilTel wishes to enter into this Agreement to continue to meke
available existing Services and other Services relating to telecommunications
service.; and

WHEREAS, SBe wishes to purcha.e such Services from WilTel; and

lIIIEREAS, sse is authorized to enter into this Agreement to provide certain
Services to WilTel; and

WHEREAS, WilTel wishes to purchase such Servicea from sec, and

WHEREAS, sac wishes to continue to make such Services available to WilTel
pursuant to this Agreement; and

WHEREAS. the Parties do not intend to undertake any joint venture, partnership,
or other arrangement other than as purcha8ers and sellers of the Service.
identified in this Agreement; and

1 of 53
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1.14

1.15

1.16

1.17

Exhibit 11
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"AS Ratio· ahall mean anlwer seizure ratio.

"ABR· Ihall mean acee•••ervice request, a fora used to aead • aervice
order to • telecommunication. carrier.

IIATIS/OBp· shall _aD "Alliance for Teleco.-unicationa Induatry
solutions- and -ordering and Billing Forua. II ATIS i. an induatry
standard. bocIy; OBP is the .ubc_ttee of ATIS which works .t.ndard.
related to ordering and billing of tel~c.tion. service•.

iliA'" Service" shall have the _.ning eet forth in Section 1.1 of
schedule A3.

1.18

1.19

1.20

1.21

1.22

1.23

1.24

1.27

1.28

1.29

"Available II Or -Availability· ahall mean: (al with respect to on-Net
Services, the condition in which, in WilTelle 801e but Tea.enable
dilcretion. MilTel ha. the Facilitiea and Capacity neee••ary to
provide On-Net Service. and auch 'aetlitie. or Capacity are not
already ee-itted to other Perlon. and which are acee••ibl. to SBC,
directly from the WilTel Network; and (h) with respect to auy Off-Net
service.. the condition in which. Third Party Providar or SBC
Affiliate, including any SBC Local Exchange carrier Affiliate, make.
available SUCh Off-Met Servi~e.

-Billing Party· ahall h~v.. th~ neaning let forth in Sectjoa 11.1.

-sulk Facility· 8ha11 mean a Dedicated Local Ace••• Facility that ia
shared between SBe and WilTel for their reapective eu.tomera or
rellpective internal us•.

-BuBine•• Day· ahall _an any Day except Saturday, Sunday and any
fedarel holiday.

-Busin••• Hour.- ahall mean the hour. of ,~oo •.m. until 5:00 p .•. ,
local tille, on each Buaine•• nay.

·California Affiliates- ahall bave the meaning .et forth in Section
23.14.B.

-Calling Card Service- ahall .ean such lervice a. described in
Schedule 81.

llCAP- ahall meaD • competitive acee•• provider.

·Capacity· ahal1 mean capacity which may be provided on-Net or Off-Net
for telecommunication•••rvice. in D8-1, DS-3 and OC-n.

IICDR- ahall have the .aning let forth in Section 1.5 tal of Schedule
AI.

-CPA- Ihall mean the ·Circuit Facility ~.ignment.- ·CFA- i. Uled to
indicate what phylical Ilot or channel a••ignment hal been •••igned to
a D8-1, D8-3. or OC-n Facility; -.P8cific BDtrance Facility or
termination point on the edge of • telecommunication. carrier'.
network that 1. provided to identify where to connect Circuit••

·Change ·of Control of WilTel· lhall mean any tran••ction Or event or
seri•• of related tranaactiona or events pur.uant to which (1) all or
BubBtanti.lly all of the •••etl of WilTel are acquired by an SIC
Restricted Company, or (11) an SBC Reatricted Company own.
Deneficially Ca. such term i. uaed in Rules 13d-3 and 13d-S of the
securitiea Exchange Act of 1934, .a amended) so, or more of the voting
or equity interests in WilTel (including by meana of • tender or
exchange offer, recla.lification, consolidation, merger, .ale or other
disposition of equity interelta) or (iii) an SBC Reetricted Company
pos••sees. directly or indirectly. the power to direct or caule the
direction of the management and policies of WilTel

3 of 53
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1.166

1.167

1.168

1.169

1.1'J'0

'-., 1.1'J'1

1.1'72

1.1'J'3

1.1'J'4

1.1'75

1.177

1.178

1.171

1.180

1.181

1.112

1.113

1.184

1.115

1.186

1.187

·SIC· .hall have the .aning .et. forth in the pre..,le aDd, to the
extent applicable, in sec:tion 4.1. .

·sac "cilfti••• .ball have the ..aning ••t forth 1ft section t.l.D.

·SIC lLBC· i. III SIC Ufiliate that 1e aD ltae:.

·SIC Rutricted CotIpany••hall .In any Peraon identified GIl Appendix
A.

·sCC'·","hall ..an .witching control center, and b tlUTal'. lingle
point of contact for network .urveUlance anet ..intenance for "Unl
voice ••nice•.

-SC'P· .hall Man eignel control point. 166

·Second Purcha.. Puied- .hall have the Maning .et forth in sectioo
3.1.A.

·Seccmd OOS Period· lIhall have the ..aning 'et forth 111 Sectioo 3.2.A.

·Servie.- or ·service.- lhall include any .enice provided kIy one
Party to another Party uncSer thb Agre.-nt, ineluding 'l'r1D1IPO"
service.. 'latforw. service., Collaeation Service', Intematioaa1
Servic•• , Ancillary service. anet .ervice. pertaining to Circuitl.

·Service ,..urece lODu.· .hall have the ..aning Ht forth in Beeticm
3.2.A.1.

·Service ,..."rancI End of Year Bcmu.· .ha11 have tfle -.aiDI .et forth
in Sectlon 3.2.A.1.1il.

·ServicI AI.urance Metric.- aball _an the .ervlce •••v.rance Mtrice
••t forth in Sectioa A of AppendiX •.

·service Alilurance Monthly Ionu.- .hdl have the _aning Ht forth in
section 3.2.A.1.i.

-Service Delivery 8OIlu.- .ball have the ""JlIing .et forth in Section
3.2.A.2.

·Servici Delivery End of Y'ar Bonu.· ahall have the ..aning a.t forth
in S~etion 3.2.A.2.ii~.

·Service Delivery Metrice· .hall _an the aervice delivery _trica eet
forth in section. of Appendix I.

-••rvice Delivery Monthly Bon'l'· ahall have the _aning ••t forth iD
Sectian 3.a.A.2.i.

·Service Jntl"ala· .hall _all "ilTel'. time period. for reapandiag to
SIC'. raque.ta for C.pacity •• defined in Section G.1.3 of Schedule C.

·Service Metric.· aball _all the Service "'euranc- MetriC', Berviee
calivery Metria, Servica Migration Metric., SLAI, 8LOI aDd other
.enice lavel ....ur..-nt•• e••pplicable.

·S.rvice Migration Metric.- .ball mean the ••rvice ~gratioa ..tric.
Ht forth in .ectiOft C of Appendix I.

•••rv1c. Order«'.· .ball Mm WilTel-.pproved fo~ exeeuted by sac
aDd accepted ~ WUTal, or electronic ea-micatiOlla •• My be
deUvered vii an alectrcmic interf.ce that _y be provided by "UTe1
for the purpoae of ord.1rinv Matedal aDd Bervice. hereUDder in
accordance with Schedule C. Service order. incorporate the applic.ble
Quote:.

12 of 53
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G. Preferred Provider. "l1Te1 h hereby deaignue4 a preferred.
provider to SBC for divenlt.y inurexchaDge Service. aDd other
interexchange Servic.. DOt previcled Oft sacI. network (including.
after iu acquhiticm of AnT, AT,,.,. network) during the Tera of
thh Agree-ent., provided, however. that notwithauDding tIM
foregoing. SBC' eball have no obligatl00 punuant to tbh section
2.3.G. to purchaa. any particular service froa "llTel, nor 1lba11
WilTe1 at .cy t1_ ha.ve any data of any nature agatatsac
plUuaDt to tM. Section 2.3 .G.

H. certain Service Interruptioaa. Pol' the purpoee of the Service
A"uraae. Metric. and the SLAI ill schedule. 1.1 through At, "UTe1
lIball not be reapcmaible for service interruptlou that are ta)
cauaed by the negligence or vU1ful lliacandurt otSIC. iu
AffiUate. or sle'. eu.t~r or other. authorised to \l•• the
service. by 88C'; (b) c:auHd by the failure of Off~Met Seniee.
not provhioaed by "ilTel •• part. of • 1+ Voice Senice, tc)
cauled by Phnned ...int.nnee where SBc: wa. previoudy notified
of IUch PlaMed Maint.....nc. in accordance with s.ction c of
Scbe4ul. D, if and only to the _tet that the interruption wa.
within the prearranged ti.. for the Planned MaiutenaDCe, or td)
the relult of I Porce Majeure Bvent or a Legal or Regulatory
Event.

t. P..t Practicel. "ith relpec:t to operational detail aDd d.tta
collection, ....ur...nt and reportlag, Dcept •• othe7.'":'~"

expreaaly aet forth in thi. Agr..-ut, the ,anie. ifti;.~.:c! to
illllPl-..nt thh Agree.nt conaiatet with the 'arti•• ' pa.t
practic... .

J. service Level Objective•. "nle Panie. agre. that U.e failur. to
...t any .-clUc SLO .et forth in schedul•• At thrvugll AS .hall
not be d....d in and of it.elf to be a default under thi.
Agre_nt.

ARTtCLZ 3. SPECIAL PROVISIOIIS GOVUMDG "lura. RRVtCBS

1. Purcha.e Ca-1tMnt. Subject to the credit. provided in
Section 3.1.A, Section 3.1.8, section 3.1.P and Section
3.1.G, S~ and it. Affiliate. &hall purchaae frca "ilTel and
pay in accordanc. with tbil S.ction 3.1 fOr at l.a.t ei)
S600,OOO,OOO of Included Service. during the period
beginning January I, 2005 a. lIDding Dece-.ber n. 2007 l.uch
period, the -Pirlt Purcb8le 'eriod-) and tii) $75,000,000 of
Included Service. cluriftl the period beginning January I,
2008 and .ndiDg Dec.-ber 31, 2001 ewcll period, tbe "Second
Purcha.e Period") (coll.ctively, the ·Purcha•• ~t"nt·).

2. Included Services. "Included Service.- lhaU "aD ~.) aU
Buv!«. provided by "UTel to DC under thia "'IJr• .-nt that
are DOt Excluded servic•• C•• her.!Defter defin.d), tb) .11
••rvice. provid.d by "ilT.1 to SIC vader the Whole.ale
Servi". Agr....nt that are not Exe!uded servic•• , and Ie)
with re.pect to t~ portion of the Pir.t Purcha'e P.riod
that i. prior to tile Effective Date. all ••rvic•• purchaaed
by SBe and ita Affiliatea puraUiDt to .ny Alliance Agre..-nt
that (1) with re~ct to the period fr~ January I, 2005
thrOUVh and includiDg April 3D, 2005, are aet fortll on
Schedule AI •• ·Iucl~d Service.- or (11) with re.pect to
the period fre. May 1, 2005 througb aDd. including the
Etfectiv- o.te, are not Excluded Servic••. In addition,
after the con.~tion of any waine•• combiftaticm involving
Wil~el with anoth.r carri.r. "Included Service.- .hall
include all Off·M.t Service. provided to SIC by "11~el

through .uch other carrier. Motwithatanding the i..-diately
preceding I.ntence, in no event .hall Included Service.
int:lude any .ervicea other than JllCluded service. purch.aed
frC* WilTel under tbh Agreeatent and Included Servic•• ahall
exclude any .ervicee purch•••d directly by SBe under any
agreeaent with another carrier with whe- WilTel May combine.
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6.4 TranaitiOil of 'latfora at Requ.eet. of WUTel. SIC acJmowledge. and
8gnu that la) duriDg the Tent, "l1Te1 inund, to uanalt:Lon to iU
own platfonla or to other provider- I .ubltanttal portion if DOt .11
of tb. Plltton Service. that it currently purcha... frwl sac: and Ib)
in coajunction therewith, '{".1 Upcm receipt of writtoM! Notice froa
1111,..1 (t~ ·Platton TranlltlO1l1 .Notice·) Aqullting trUlllitlon of
apeeified Plltfora service. off of the Pl.tfo~, SBC lball i~l..-nt

auch tr_ne1t-1CG in ICeordance 'with the r ••.aaable t.~ of eacb
'l,tfora Trlneltloa Rotie••

'-.,
1. Except .1 otberwhe provided in thh AgI'"lIetIt aDd ia
Schedule 81, the terN and eondltiCM for termination of
Platfora service.. including tho•• with r• .,.ct to Pl.tfo~

located in "UTe1 f'cHitta., .hall be conaiatent with tho••
••1. forth ia tbi. ~r...-nt. If IBC provid•• Platfor­
Service. thet wilTe1 u••• to fulfill any Obligatioal to SIC.
SIC: ehall continue to provide thoee 'latfoEW. service. to
.il~l in accordence with che te~ of 8cbedUle 81 UDCi1
tho.. obligationa of MilTel· to SIC lape•.

2. sse My not for any reallOD cllecontlZlH provilUng My
Platfon. service. to wUTe1 during the Ten. (or thereafter
punuuat to a 'latfoZWi Traaait10n Motice) except with
wil,.l'. prior written con.eat or a. proviclecl ia tbi.
Asn..nc, iJM:l\lcllng sectioa t.2, Beeticn '.3, Article '7 or
.ecHOD 13 "1'.•

'.5 eonetructlon of 'latfo~ Service. Ob1iqat1ona. IIC'. Ob11getlone to
provide 'latton .ervice. aDd feat\lr•• pur• ...anl: to thle Avre.-nt
ahall be Uaited to the un. and conditione epeciUed In .che4u.1. 81
and .ball in DO event exceed it. obligatio... to provide PlaUoE1a
service. and featun. Cbat were provid.d by 8M:' to _Uft1 a. of
Pebruary '. 200S. In the event of any allbiguity In tM telWlll aDd
canditiona .et forth in Sched\ll. II, SIC" obligation. to provide
'letfora S.rvice. and f.atur•• purwant to thi. Agr.-nc a~U be
Halted to the Pl.tfot'll s.rvic•• aDd ••rvic•• chat were provided by
SIC to Wi1'-1 •• of ,abruary t, zoos.

ARTICLI ,. TERMlRATJOII 0' THIS AGIlEDtERT

'7.1 Tezw of Agreement. 'I"hi. Agre_at .hall cen.ence OIl the Eff.ctive Dat.
and .ball expire on Dec"'r 31, zan (the -"'1'11-). unle•• terMinated
••r1ier purauaat to thi. Article 1.

1.2 Early Te~nation.

A. Mutual cemaenc. 'l'bb Agre.-at _y be tel'1linated ac any ti_ by
..tllal wricten eem.eat of the Part i ••.

B. ee•••tian of Cperationa or lneolvency. Bitber 'arty ..y te~nat.

thi. Agre_at i_diately upon Rotic:e to the other Party if C.l
the other 'arty iutitute. or eOlUlRU Co the inetitutlon of any
p~ediD9 under any Debtor "Uef Law, or -ake. III a.at...nt
for the beneUt of enditon I or app1le. for or coneeaU to the
appointMDt of any receiver. tn.te., eu.tod.ian, COIlHrvator,
liquidator, rehab11itacor or aimlar officer for it or for all or
any met.rial part of it. property or ••••t., (bl any r.c.iver,
tn.tee. cu.codian, conaervator, liquid.tor, rehabilitator or
danar officer i. appoillt.d without the application or con.ent
of tbe other ,arty and tb. appoint-.nt ccmtinu•• undllcharged or
un.t.yed for farcy-five (45) Day., or (e) any proceeding UDder
any Debtor _elief Law relating to the other Party 01' to all or
any ..tarial part of it. property or ••••t. ia in.tituted without
the con.ent of .uch P.rty and concinue. undilllliaaect or unatayecl
for forty·five (45) D.y., or an ord.r for r.lief i. entered in
lIlY .\leh proceediag.

C. Change of Control. During the 'iret Pureba•• Period, sac _y, but
abel1 not be obligated to. termin.te thie ""ree.."t if. without
the prior con.ent of sec, there i. a Ch8nge of Control of Wiltwl.
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For Information:
SBC Communications Inc.
Steve Lee
210.351.2105
steve.lee@sbc.com

AT&T Corp.
Joyce Van Duzer
908-234-6846
jvanduzer@atI.com

News Release
TIME WARNER8 TELECOM

Time Wamer Telecom
Carole Curtin
303-568-1000
ir@twtelecom.com,

Time Warner Telecom, AT&T, sac Extend
Long-Term Service Agreement

..'

Time Warner Telecom to deliver -last-mile" network services to merged companies;
agreement provides businesses the benefits ofaltemative communications choices

San Antoni... Bedminster, N.J., and Littleton, Colo., June 1, 2005 - Time Warner Telecom
(Nasdaq: TWTC), SBC Communications Inc. (NYSE: SBC) and AT&T Corp. (NYSE: T) today ,
announced the extension 01 a long-term service agreement under which Time Wamer Telecom would
provide special access and other "last-mile" network services to the cori1panles nationwide through
2010. The deal, effective upon completion 01 the sec and AT&T merger, demonstrates the parties'
commitment to promoting viable competition in the telecommunications industry and to delivering
businesses the benefits of altemative communications choices.

"This agreement enables SBC, post-merger, to become a more effective out-of-region provider,
thereby enhancing competition in the industry nationwide," said Mark Keiffer, senior vica president­
business marketing for SBC. "SBC is pleased to build upon the long-term business relationship AT&T
has hed with Time Wamer Telecom." -

This new commercial agreement would extend a current contract between Time Wamer Telecom and
AT&T through Dec. 31, 2010, for the combined AT&T and SBC once the merger is completed. AT&T
entered into a long-term commercial agreement with Time Warner Telecom on Jan. 1, 2001, buying
local network access primarily to provide private-line and special-access services to businesses
nationwide, and lor local termination of long-dIstance and Intemational calls.

"This agreement ensures that we will continue our valued business relationship with AT&T post­
merger, and that we will be able to include sec In that relationship, allowing us to be a viable
competitor of and supplier to the merged entity," said John Blount, executive vice president-field
operations for Time wamer Telecom. "We are exclted about the opportunity to be a key provider lor
the combined entity."

"Time Wamer Telecom has been a valuable supplier of 'last-mile' network services used to connect
our corporate customers to the AT&T network ,in many markets around the country," said Regina
Egea, AT&T vice president 01 global access strategy and bandwidth product management. "We're
very pleased this relationship will continue once our merger with SBC is completed."

Completion olthe SeC-AT&T merger is expected by the end of this year or In early 2006, following all
necessary regulatory and govemmental approvals.

-more-
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In a separate agreement. SSC will provide Time Wamer Telecom with special access and other "last­
mile" network services in SSC's traditional in-region territory for five years. The deal, which wiH take
effect June 2. 2005. strengthens Time Warner Telecom's ability to compete effectively for the
nationwide business market.

SSC Communlcallons Inc. Is a Fortune 50 company whose subsidiaries, opelBtlng under the SSC brand.
provide a full range of voIc., data, n.tworlflng, e-IJus/n.ss, directory publishing and advertising, and
related sarvlces to businesses, consumetS and oth.,. telecommunlcallons provldats. SSC holds a SO
pen;ent own.rshlp I_,in ClnguMr Wireless, which serves mora lhan 50 million wireless clMtomers.
SSC companies provide high-speed DSL In'ern.'ace... lines to mora American consumers lhen any
otherprovider and are among th. nation's leading providers of Inlern.t s.rvlces. SSC companla also
now offer salellita TV service. AddllIonallnformatlon about SSC and SSC products and services AI
_va''''''' .t www·.bc·com.

FfJr mora than 125 yaers, AT&T (NYSE ·r) hes bean known for unparalleled quality and reliability In
communications. Sacked by the _earch and developmenl capabllllJes ofAT&TLab=, ~e company Ia
a global leader In local, long distance, Inlemel and lnJnsactlon-besed volc. and data servlcllS.

Time Warner Telecom, headquart.red In UllIeron, Colo., provides managed n.tworIf services,
specializing In Ethemeland lnJnsporl deta networlflng. Internet access, focal and long dlstanc. voice,
VolP and security. to enterprls. organlzallons and communlcallons services companla throughout th.
U.S. As a leading provider of Inlegratedand converged n.tworlf solullons, Tim. Warner Telecom
delivers custom.rs overall economic value, quality, servlc., and Improved business producllv1ly. WIth
neariy 20,000 routa miles of Its own local end regional fiber networlfS, a netlonallP backbone with 10
Gbpa capacity, and nearly 5,300 bUildings connected directly to Its fiber n.tworlfs, Time Warner
T.lecom provides lhe local "/asl mlle° of reliable communications services 10 customers. Pi.... vlslI
www.!wteIecom.com for more Informetlon.

About the Proposed SBC/AT&T Merger:
In connecllon wIrh the proposed lnJnsactJon, SSC Communications Inc. (OSSC,? nted a reglslnJllon
statamenf, Including a proxy Slalem.nl ofA T&T Corp., wIrh the Securlllas and Exchang. Commblslon
(tile °SECO) on March 11, 2005 (File No. 333.(23283). Inveslors are urged to read the regAllnJlIon and
proxy stalemenl (Including all amendments and supplements to ItJ because IIcontains Importanl
Information. Inveslors may obtain free copies of th. reglSlnJtlon and proxy stat.m.nt, as well as other
filings containing Information about SSC and A T&T Corp., wlrhout charge. et th. SEC's Internet slta
(www.sec.qovJ. Thes. documents may also ba obla/ned for frae from SSC's Investor Relallons wvb slta
fwww.sbc.comllnv.stor relations' or by diractJng a request to SSC Communications Inc., Stockholder
Services. 175 E. Houslon, San Antonio, Texas 78205. Copies ofAT&T Corp. 's filings may ba accessed
and downloaded for frae al the AT&T Investor R.lallons Web Sita (www.altcomllrlsecl or by directing a
request to AT&T Corp., Inveslor Relations, On. AT&T Way, Sedm/nster, New Jersey 07821. .

SSC, AT&T Corp. and their respective directors and executive offlc.rs and other members of
managemenland employees may ba deemed to be parl/c/pants In the sollcltallon ofproxies from AT&T
shareholders In respect of th. proposed lnJnsaclion. Informallon regarding SSC's directors and
executive omcers Is available In SSC's proxy stalemenl for Its 2005 annual meeting ofstockholders,
dated March 11, 2005, and Informallon regarding AT&T Corp"s dlraclors and executive off'IC.,. AI
available In the registration and proxy slatement Additional Information regard/nglhe Interests ofsuch
polentlal participants Is Included In the reglslratlon and proxy Slalemenland other relevanl documents
filed wllh Ih. SEC.

-more-
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Cautionary Languag. Concerning Forward-Looldng StlllemelltlI:
This document contllins forward-looking sllltementll wlIhJn the meaning of the U.S. Private SecurftJa
Litigation Reform Act Fotward-iooldng stlllllmentll ani statem.ntll thet ani not historical fectll and ani
gen8l'l/ily Identlf"HJd by the wolds "expects", "anticipates", "believes", "Intends", "estimates" and
simller expr8S5lons.

AT&T·SSC: Thu. stetementll/nciude, but ani not limited to, financial projections end estimates and
their underlying assumptions, sllltementll regarding the benefltll of the businus combination
trensection Involving AT&Tand SSC, Including futunl financial and op8I1Itlng ruults and the plena,
objectives, expectlltlons and int.ntions of the combined. Such sllltementll ani besed upon the current
beliefs and expectations of the managementll of AT&T and SSC and ani subject to signlflcent risks and
uncerla/ntJes (many of which ani difflcult.to predict and ani gen8l'l/1ly beyond the control ofAT&Tand
SSC) thet may caus. actual ruults to differ meterlelly from those set forth in, or Implied by, the forward­
tooIdng sllltementll.
The following factors, among othels, could ceus. actual nlSUIts to differ materlelly from those set forth
In the forward-looking sllltemenls: the ability to oblllin govemm.nllli approve" of the trensectfon on the
proposed terms and scheduia; the fallUnl ofAT&T .•hare#u)lde,. to approve the trensectlon; the risk thet
the businusu will not b. Integrated succflssfully; the risk thet III. cost savillflll and any other
syn.rgiu from the trensacllon may not be fully realized or may tllke longer to ruin than upected;
disruption from the trensection making It monl difficult to ma/nlllin nJietionshipa willi customers,
employees or suppll"'; competJtJon and Its effect on pricing, spending, tlJlnl-petty nJiellonshlpa end
nlvenUf/$. Additional fectolll thet may affect future nlSults ani contll/ned in SSC's and AT&rs fllillflll
with SEC. which anlavailabl. et the SEC's W.b site hl!p:llwww.sec.aov. Other then as rtHIulnld by
applicable law, AT&Tend SSC disclaim any obligation to update and nlvls. sllltementll conlllined In tI"­
news reieese based on new Inforn/IIlIon or oth.rwlse.

Time Warner Telecom: Thue sllltementll/nc/ude. but are not limited to. the benefltll and impacts of Ihe
agreem.ntlI described In th,. rei.... and nm. Warner Telecom's continued reiellonshlp willi
AT&TISBC. Such sllltem.ntll are besed upon the current b.llefs and expecllltions of the m_gement
nme Warner Telecom and ani subject to significant risks and unc.rla/ntiu (many Of which ani difficult
to pnldlct and are gen8l'lllly beyond the control of nme Warn.r Telecom) thet mey ceuse ectuei nlSults
to differ materially from those s.t forth In, or Implied by, the forwenl-Iooldng stlItementll. Imporlllnt
tecto,. that could cause ectual results to very materially from Ihos. set forth in the forwanl-looldng
sllllllmentll include the failure of AT&TISSC to consummete the planned merger, unforueen
lechnolog/cal changes In the Industry, future consolidation in the Industry and economic downturns, as
welles the Risk Facto,. set for th./n Time Werner Telecom's Annual Report on Form 1D-K for Ihe flacal
year ended December 31,2004. nm. Warner Telecom underlakes no obligation to publicly update or
revls. any forward-looking stelllmentll, whether as a result of naw InIormetion, futUnl .vantll or
otherwla••
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OtECUTlON COPY

ElblbUJOJ

CONFlDENTIAL TBt"TMlNI REOUESTED

PLACES WHERE INFORMATION HAS BEEN REDACTED RAVE BEEN

MAJUCED WITH (******-)
SERVICES AGREEMENT

BY AND AMONG

SBC COMMUNJCAll0NS INC.

AT&T CORP.

aDd

TIMEW~J:RTELECOM HOLDINGS INC.

I .~. ~

JuaeJ.1005

Restricted Proprietary Information
For use aud disclosure only to autboriled employees, aculs or contracton of SBC, AT&T. TWTC

and tbeir respective affiliates. Copies may not be made wltbout tbe elpres....._t ofSBC. AT&T and TWl'C.
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"S~shall have the meaning _ribed to such tmn in the AT&TrrwTC AgRCIDeIIt.

"Sbtt1l A.......ear shall have the meaning ascn'bed to such tmn in the RCitals to this Agreement.

"TtItIIl CII..1I1IItiw ReNltlle CD••II.ear shall have the meaning ascn1led to such tmn in die AT&TrrwTC Apeemml

"TWTC" shall have the meaniog ascn'bed to such tmn in the preamble to this Agmmeat.

ARTICLED

EFFECTIVE DATE AND TERM
•"....... .

2.1 I!ff'c!sJi!e Da)e and Icrm.
1biI Apeement shall become: effective IS ofthe Effective Tune. NotwitbslaDding die foregoing and for the IVoidaDce of
doubt, in IIlI event sbaII this Apeement become effective unless and until the Merger shall become effective.~'haa IIlI

pending fiIiDp and will submit 110 new fdings with respect to die Merger review, however, nothing in this sectioD will be
cOJlltlUed to mean that TWTC will DOl comply with any government or state 1gency requests for informatioo IS such requests
relate to the Merger review or continue its normal count regulatory Ictivity IS necessary. 1biI Apeement will tenninate
~toAR.nCLE VI.

AR11CLEW

A1'''TIIWfC AGREEMENT

3.1 Am D'0 "I!.
Subject to Section 8.6 ofthis Apeement, the AI&TrrwTC Apeement is hereby IIDeIIded IS follows:

3.I.IExtepsjgp ofTcrm. SectioD 2.A ofthe AT&IrrwTC Apeement, IS specifically ameDded pursuant to the Sixth
Amendmeat, is hereby deleted and replaced with the followina Sectioo 2.A: .

2.A 1biI Agreement wiD be effective IS ofthe Effective nlte (i.e. January I, 2001), and wiD remain in effect for I
tmn of ten (10) years from the Effective Date ("Tmnj, unless terminated It an earlier date .or uDleas renewed or
extended, IS provided in this ApeemenL

Restrieted Proprietary IDform111oD .
For uoe and dlsclosure.only to autborized emp"~ alents or contractors of SBC, AIiiI, IW'tc

and tbelr respective amnates. Copies may not be made wltbout the ""press consent of SBC, AT&T aDd
TWTC.
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3.1 2Reymme rmpmjlmml

3.1.2.1Section 30.A.iii of the AT&TfI'WTCA~l, as spccifJCJ1ly ameodcd pursuant to the Sixth AmendmeDt,
. is hereby amended by .dding the following IlJIIU8&e to the eod ofSectiOll 30.A.iii:

Notwithstanding the fmegoiDg, Term years 9 and 10 sb.1I be _ted as a siDg1e Term year ending Decemher
31, 2010 (the "EJaDllioll Pe,W'j (or such laler clate as is JCquired pursuant to the provisions of this SectiOII
3O.A.iii below), and any Annual Deficiency fot the ExteDsion Period sba1l oaly become payable in
immediately available Iimds within thirty (30) clays from the cIate ofdelivery of the Illllice oflIOII-COIIIpliaDce

for the ExteDsion Period, which shall occur DO earlier thaD the last business clay of the caleudsr Il101lth
following the IllODth in which the ExlCDSion Period eods. ConsisleDl with SectiOII 30.A.iii of the
AT&TITWTC AgteemeJll, DO amounts paid cfurin& the ExteDsiOll Period in respect ofany Annual DeficieDcy
for any Tenn year prior to the Exleusion Period will apply toward the satisfactiolt of the Aonual Rev......
CommitmeDt for the Extcasion Period.

••••••••
3.1.2.2Table 1.A tDlided "Aonual Revenue Conunitments and Total Cumulative RevenUe Conuni1llleDt" is hereby

deleted and Rplaced with the following Table 1.A:

Tab1el.A
Annual Revenue Commllments and Total Cumulatlve Revenue Commitment

ilIM .. 12I3'i11'
(V...,."

IIlJI5 .tll3ll1S InlOi • IlI3llOi In...,. IlI3ll17 1II1II. IlI3l111 ..-
T_Y_) (Ynr5) (Vnr'l (Vnr7) (V-a) '-WD

Annua1 Revenue ••••••• ••••••• ••••••• ••••••• •••••••
CommItmenta

Total Cumulative Revenue ••••••• ......~ ••••••• ••••••• •••••••
COIIIIDitmcnt (See also the Ninth (See also (See also (See also

AmeDdmenl and Section Section 29.C of Section 29.C of SectiOll 29.C of
29.C of the Sixth the Sixth the Sixth the Sixth

AmeDc1men1) Amendment) Amendment) Amendmenl)

Restricted Proprietary Information
For uae and dlldosure only to autborized employees, aleDts or .ontradon ofSBC, AT&T, TWTC

and their respective amUales. Copies may nol be made witbout tbe ""press consent of SBC, AT&T and
TWTC.
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6.2.2.2is unable or admi1s in writing its inability to pay its debts as they become due;

6.2.2.3c:ommCIICCS or aulboriza a voluntuy case or other proceeding seeking liquidation, mqanjzatjm,
suspension ofpaymcnls or other reliefwith respect to itselfor its debts under any banlaupll:y, inso1veDcy or
other similar law now or bcrcaftcr in effect or seeking 1bc appointment ofa trustee, rcc:civcr, \iquidalDr.
custodian or other similu official of it or any substantial put ofits property, or c:cnscnts to any such n=liefor
to the appointment ofor takiDa possession by any such official in an involuntuy case or other pill CIlC ling
c:ommcoccd against it, or makes a gcneraJ assignment for 1bc benefit ofcreditors, or faila to pay a mIIItIa9ia1.
portion of its debts as they become due, or takes any corporate ae:tion to authorize any of1bc foregoiD& is
insolvent, bankrupt or 1bc subject ofa receivership; or

6.2.2.4bas any substantial part of its property subjected to any levy, seizure, assignment or sale for or by any
creditor or governmental agency without suclllevy, seizure, assignment or sale bcinB n=1eucd, 1ifted,
reversed. or satisfied within ten (10) days. .

This Agrecmcilt sball termina1e, without penalty or termination charges, upon the terminatian ofthe M.....Agr_
pursuant to its tenDS prior to 1bc Effce:tivc Time.

6.4 Oppel ip Cmtm1 Evcpt.

•••••••
6.5 Impjptigg ofth' AT&r.TDWTC Alleenevt .

This Agreement Sball terminate upon the termination of the AT&TfTWTC AgreCJllCllt as amended by AJticle m oftbia
Agreement in accordance with its terms, without penalty or tennination charges bCyond thoac contemplated by the _
ofthe AT&TfTWTC Agrccmmt

ARTICLEVD

REJ'RESENTATIONS AND WARRANTIES

7.1 gtppdjpg and Aythgrity.

Each Party rcprcscnts and warrants to the other Parties that it has aU requisite corporate power and authority to enter into
this Agreement and to consummate 1bc transae:tions contemplated hCICin, that aU corporate acta and other pRlcccdq'
required to be taken to authorize 1bc execution, delivery and peiformanc:e bcrcofand the COIISIIIDIDIltion ofthe
transae:tions contemplated bcrcin have been duly and properly tak.... and that this Agreement bas been duly

R..trlaed Preprlaary InformalioD
For use and disclosure ODIy to authorized employ.... alenta or contracton ofSBC, AT&T. TWTC

and their rcapectlve affiDates. Cop... may Dot be made without the ClIpr... coDlent of SBC. AT&T aDd
TWTC.
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CONDUCT REMEDIES FOR
THE SBC/AT&T MERGER

This document is limited to certain pricing conditions and service 
requirements necessary to lessen the harm to competition in special 
access markets that would otherwise be caused by the proposed 
SBC/AT&T merger.  It does not include any discussion of other 
appropriate remedies and conditions, such as asset and customer 
divestitures, or remedies designed to lessen the negative impact of 
the proposed merger on mass market services.



Conduct remedies are necessary to replicate the competitive pressure 
exerted on the wholesale market by AT&T today, and prevent abuses of 
SBC’s market power in the future.

• Provide price discounts to carriers purchasing SBC wholesale services
- 50% price discount off current “effective” price on 25% of each 
carrier’s circuits (spread proportionately over all services)

• Provide wholesale purchasers increased flexibility in purchasing services 
- Add and delete circuits without restrictions or penalty under contracts 

and regional purchasing plans; eliminate grooming restrictions
- Eliminate conditions that restrict UNE purchase in order to qualify for 

discounts on special access
- Fresh look on existing contracts and the ability to extend existing 

contracts for up to 5 years

• Continue to make AT&T and SBC services and facilities available at 
existing terms and conditions, subject to the above requirements

For special access/dedicated services, and for a minimum of 5 years, the merged 
entity must be required to:



Non discrimination and reciprocity are critical requirements if other carriers 
are to have a reasonable opportunity to compete against SBC/AT&T post
merger.

• Offer wholesale customers the same terms and conditions that 
SBC/AT&T obtains from others (reciprocity)

• Offer to other carriers any service arrangement that it offers to its
partners/affiliates/business units under the same terms and
conditions

• Not discriminate against other carriers to the benefit of Verizon/MCI 

• Deliver quality service on a timely and non discriminatory basis that 
allows purchasing carriers, like Qwest,  to meet our end user 
customer requirements
- Failure to do so must result in additional price discounts

The SBC/AT&T merged entity must:


