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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 of the 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 Burcau, Jeff Tobias and Mary Shultz of the
Wireless Telecommunications Bureau, David Krech and JoAnn Lucanik of the 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).

Sincerely, M

Melissa E. Newman
Vice President-Federal Regulatory
Qwest

Attachments

Copy to:

Michelle Carey (Michelle.Carey@fce.gov)

Russ Hanser (Russ. Hanser@fcc.gov)

Scott Bergmann (Scott.Bergmann@fce. 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@fce.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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Marlenc H. Dortch

Secretary SEP 2 2 2005
Eedcral (llﬁog‘lglunsl;(‘:;tlons Commission Eodaral Communl » Commission
45 Twe L Office of Secratary

Washington, D.C. 20554

RE: SBC/AT&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. 1/ SBC already is
flexing its resulting increased market power “muscle” to take advantage of the weakened

Y/ 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 exlensive 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 1o 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 Sirnon Wilkie, attached to Cbeyond
Communications, et al., Petition to Deny, WC Docket No. 05-65 (filed Apr. 25, 2005); Simon Wilkie,
“Proposed Mergers of SBC/AT&T and VZ/MCI; Preliminary Analysis of Competitive Effects,” attached to ex
parte letter filed by Cbeyond Communications, et al., 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 MCi, Inc.; Case No. 05-C-0242, Joint Petition of SBC Communications, Inc. and AT&T
Corp. (N.Y. PSC, filed July 6, 2005).
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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 asa
de facto “poison pill” precluding transactions that would permit a new competitor to grow to the
scale and market-checking scope of AT&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 SBC/AT&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 of SBC’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 SBC/AT&T.
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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 1o 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 create 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
merget.

We describe these anticompetitive practices in greater detail below.

1. 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 CONFIDENTIAL] circuits per month nationwide, or
[BEGIN CONFIDENTIAL]| [END CONFIDENTIAL) per year — and not a single circuit more. 2/
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 stafl members
stated that SBC would be willing to perform the necessary services to enable QCC to move gver

2/ See Exhibit 1 [BEGIN CONFIDENTIAL]

|END CONFIDENTIAL]; Exhibit 2
[BEGIN CONFIDENTIAL] [END

CONFIDENTIALJ, at 1. Under SBC’s methodology, in some circumstances grooming one DS3 ¢ircuit

containing 28 D81s would count as 29 grooms (1 for the DS3 and 1 for each of the DS1s). See Exhibit 3
[BEGIN CONFIDENTIAL)] [END

CONFIDENTIAL), at 1. 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 atlocations or lose them, regardless of whether it
has greater needs or shortfalis in a different region or month. See Exhibits 1 & 2.
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{BEGIN CONFIDENTIAL] [END CONFIDENTIAL)] fimes as many circuits — [BEGIN
CONFIDENTIAL) |END CONFIDENTIAL] per month — when the grooms related to

the transfer of service from other CLECs 70 SBC (rather than the other way around). 3/ 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] [END CONFIDENTIAL) circuits either from SBC
to CLECs or from less efficient to more efficient SBC configurations. 4/ This is more than
[BEGIN CONFIDENTIAL] [END CONFIDENTIAL] the number of circuits that 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. 5/

During the negotiations, Qwest expressed its unwillingness to accept SBC'’s
proposed grooming limitations. 6/ 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. 7/ SBC has informed Qwest that the new
grooming guidelines were effective September 1, 2005.

3/ See Exhibit 2.

a4 See Exhibit 5 [BEGIN CONFIDENTIAL)
{END
CONFIDENTIAL)] at 2.
5/ See Exhibit 6 [BEGIN CONFIDENTIAL]
, [END CONFIDENTIAL] at 1. _
6f See id. at 1 (“Qwest made it clear that they don’t agree with these guidelines and are only here to
understand the process”).
i} See Exhibit 4 [BEGIN CONFIDENTIAL)

[END CONFIDENTIAL] at | {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
qir.”); Exhibit 1 at 5-11 (detailing SBC’s proposed grooming restriction in a non-tariffed “Grooms Process
Information” document). See also Exhibit 1 at 7 (specifying that the applicable groom limits “include, but are
pot 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 Lacation B submitted via the project process
will not be counted against the groom quantity aliotment.”).
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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 provisiocning limitations than with prescrving SBC revenue while also undermining
competition. §/ Indeed, Qwest understands that SBC’s Methods and Procedures effectively
impose ne 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 handie service on orders
that shift additional revenue to itself, but it is slow-rolling service on orders that would reduce
revenucs, 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 altemative to SBC in particular locations. Not coincidentally,
they also reduce the value of any divested local AT&T facilities in the SBC region because the
buyer (and third partics) would be less free to move off SBC’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
of a more efficient local network operation in the SBC region,

8/ Qwest has on several occasions asked SBC to provide a technical or other justification for the
arbitrary cap on the number of circuits that SBC will greom for Qwest, but SBC has never provided any
detailed basis for how it came up with the cap. See, e.g., Exhibit 1 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.”).
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In that regard, one may wonder whether a side rationale for the new grooming
restrictions on competitors is fo 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”) 9/ But for present purposes such concerns underline the
need for adequate remedies to address the problems created by the merger itself, 10/

II. SBC 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 volurne 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 off UNEs, or suffer a large financial
penalty.

Specifically, SBC is tying its volume discount offer for special access to a so-
called “access service ratio” requirernent that QCC at all times purchase at least 95% of the 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

9/ “A Bell operating company . . . (1) shall fulfill any requests from an unaffiliated entity for telephone
exchange service and exchanpe 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 US.C. § 272(e)}(1}. Otbher
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, zt nondiscriminatory terms and conditions
to unaffiliated carriers.

10/ 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 if SBC were to impose the same grooming restrictions on post-merger AT&T as it imposes on AT&T's
competitors, the net effect would stiil 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 casriers would be forced to spend more on
SBC special access, harming their bottom lines and making it substantially more difficult for them to compete
with AT&T.
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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. 11/

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 of UNEs from SBC.
Specifically, SBC is requiring that, if Qwest acquires control of a 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. 12/ Unless Qwest converted the acquired CLEC’s UNEs
to special access sufficient 10 satisfy the 95/5 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 of UNEs, 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. 13/ 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) 10 combine to achieve the necessary scale
and scope economies to compete more effectively with SBC/AT&T.

SBC is violating the Communications Act on its own terms, unlawfully
precluding competitors from obtaining access 10 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.

11/ 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.

1 See id. at 5-8 [BEGIN CONFIDENTIAL] JEND CONFIDENTIALY.
1y See Exhibit 9 [BEGIN CONFIDENTIAL]
[END CONFIDENTIALJ.
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II1. SBC Use of Contract Conditions To Restrict CLEC Mergers.

Finally, Qwest believes that the Commission should investigate recent contracts
between SBC and other carriers that appear to condition SBC-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 seil local services outside SBC’s region to SBC and
AT&T, and WilTel Communications, LLC, in its contract to sell wholesale long-distance service
to SBC 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 SBC to replace a long-standing supplier arrangement with that
company. The Agreement provides for SBC to purchase $600 million in services from WilTel
during the period through December 31, 2007, and an additional $75 million in subsequent
years. 15/ However, Section 7.2 of that Agreement also provides that if WilTel is sold 10 a “SBC
Restricted Company™ prior to the end of 2007, SBC may terminate this very sizable contract.
Given the importance of this contract to WilTel, this provision effectively gives SBC a veto right
over a sale of WilTel to any company specified as a “SBC Restricted Company.” 16/ Public
filings of the contract redact the exhibit identifying which “blacklisted” companics are specified
as falling into the category of “SBC Restricted Company.”

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

14/ See Exhibit 10 (WilTel Press Release, 6/16/05, available at

http:fiwww wiltel com/overview/content/pressreleases/2005/06-16.litm; Exhibit 11 (Excerpts from Redacted
Version of SBC/Leucadia/WilTel Contract, 6/15/05, filed with the SEC as an attachment to Form 8-K/A and
available at hitp://www.sec.gov/Archives/edgar/data/96223/000090951805000501/jd7-7ex99_I.txt; Exhibit
12 {Time Warner Telecom Press Release, 6/1/05, available at
hitp://www.twielecom.com/Documents/Announcements/News/2005/TWTC_ATT_SBC_Renewal2005 pdf;
Exhibit 13 (Excerpts from Redacted Version of SBC/AT&T/Time Wamer Telecom Contract, 6/1/05, filed
with the SEC as an attachment to Time Warner Telecom Form 10-Q, and available at '
http://fwww.sec.gov/Archives/edgar/data/1057758/000119312505162491/dex 102.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 218, to review these contracts and ascertain
the content of these potentially anticompetitive contract provisions.

15/ See Exhibit 11 at Section 3.1.A.1.

16/ Specifically, Section 7.2.C of the Agreement provides that SBC may terminate during this period in
the event of 2 “Change of Control,” 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 of WilTel to an “SBC Restricted Company.” Section

1.170 of the Agreement defines an “SBC Restricted Company™ as “any Person identified on Appendix A.”
However, Appendix A has been withheld from the public filing. See id.
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amount (not publicly disclosed) of services between 2005 and 2009. 17/ 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,” 18/

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) 1o join with others in
order to create a robust substitute for the competition lost due to the ¢limination 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.

* & & * &

The effects of these patterns of conduct are not only harmful to competition, they
are also unmistakably metger-related — and will become more harmful if and 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. 19/

Respectfully submitted,

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

17/ See Exhibit 13 at Section 3.1.1.
18/ See id., Section 6.4.

19/ See Qwest Ex Parte, WC Docket No. 05-65 (filed Sept. 1, 2005); Qwest Ex Parte Presentation
Regarding Remedies, WC Docket No. 05-65 (filed Sept. 21, 2005).
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WilTel, SBC Communications Inc. Announce New
...Master Services Agreement =

L LT L T

»—News Release June 16, 2005 .

Agreement Designed to Ensure Consistent, High-Quality Services for
SBC Customaers Throughout AT&T Acquisition and Integration
Process

WilTel to Continue to Provide SBC Companies with Long-mstanc.e
Voice, Data Services Through 2009; Will Be a Preferred Diversity
Provider for Combined SBC-ATAT

TULSA, Okia. and SAN ANTONIO (June 16, 2005) - WilTel Communications
{a wholly owned, indirect subsidlary of Leucadia Nationat Corporation -
NYSE: LUK), and 58C Communications Inc, (NYSE: SBC), announced today
a new master services agreement extending their relationship through
2008,

The agreement outlines parameters for continued SBC usage of WilTel
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 ATAT for off-net and diverse network
services, providing businesses with expanded options to maintain muitiple,
redundant network connections to maximize network performance and
reliability.

*WilTel 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 seversl key benefits to our customers,” said
8ob Ferguson, group president and CEQ, SBC Enterprise Business Services.
“QOur top pricrities during the planned AT&T acquisition process are to
ensure security and reliability for our customers. This agreement with
WilTel is designed to faclitate those efforts and to enable us to provide even
greater network diversity options for our customers moving forward.”

The agreement includes purchase commitments from SBC and performance
incentives designed to ensure consistert high-quality service for SBC
customers. Additional financial details related to the agreement will be
disclosed in each party’s related SEC Ming.

WilTel's President and Chief Executive Officer, Jeff Storey, said SBC remains
an important long-term cystomer,

“We are committed to assisting SBC with a smooth transition,” Storey said.
“In the near term, WilTel expects tc generate a considerable amount of
revenue from SBC. WilTel has a solld 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.”

This new master services agreement replaces the alliance agreement that
the two companies formed in February 1999,

About WilTel Communications

WiiTel Communicatiens, LLC, provides a diverse set of data, voice, 1P, video,
managed and professional services, cresting advanced wide-area

http://www.wiltel.com/overview/content/pressreleases/2005/06-16.htm

ilTol
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networking solutions for enterprise, global telecommunications praviders,

the federal govermment and media and entertainment companies. WilTel's

next-generation network infrastructure reaches border-to-border and coast-
to-coast with International connectivity Lo accommodate global traffic.

WilTel Communications, LLC is the operating subsidiacy of WilTel
Communications Group, LLC, a2 wholly owned, indirect subsidiary of
Leucadia National Corporation, For more detailed information, visit

www, wiltel.com,
About SBC Communications

SBC Communications Inc. is a Fortune S0 company whose subsidiaries,
eperating under the SBC brand, provide a full range of voice, data,
networking, e-business, directory publishing and advertising, and related
services to businesses, consumers and other telecommunications providers.
SBC holds a 60 percent ownership interest in Cingular Wireless, which
serves 50.4 million wireless customers. SBC companies provide high-speed
DSL 1nternet access lines to more American consumers than any other
provider and are among the nation's leading providers of [nternet services,
SBC companies also offer satellike TV service. Additional information about
$BC and SBC products and services is available at www.sbc.com.

Cautionary Language Concerning Forward-Looking Statemusnts

This press release may contdin “forward-looking statements.”™ Aithough
WiiTel believes any such statements are based on reasonabie assumptions,
there is no assurance that actual outcomes will not be materially different.
WilTel assumes no obligation to update those statermnents to reflect actual
results, changes in assumptions and other factors. The forward-looking
statements are subject to known and unknown risks, uncertainties and
other factors that couid cause actual results to differ materially from those
projected. Additicnal information that could lead to material changes in
performance is contained in filings with the Securities and Exchange
Commission made by Leucadis.

Information set forth in this news release contains financial estimates and
other forward-looking staternents that are subject to risks and
uncertainties, and actual resuits may differ materially. A discussion of
factors that may affect future results is contained in SBC’s fillngs with the
Securities and Exchange Commission. SBC disciaims 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

CONFIDERTIAL PORTION MARKED [*+*] HAS BEEN OMITTBD PURSUANT TO A
REQUEST POR CONFIDENTIAL TREATMENT AND FILED SEPARATELY WITH THE
SECURITIES ARD EXCHANGE COMMISSION.

SBC AGREEMENT No. 05040021

Master Services Agraement
among
WilTel Communicatiens, LLC,
wilTel Local Network LIC
SBC Bervices, Inc.
and

EBRC Cowmunications Inc.
(for certain limited purposes as set forth herein)

"REDACTED - FOR PUBLIC INSPECTION®
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MASTER SERVICES AGREEMENT
AMONG

WILTEL COMMUNICATIONS, LIC

WILTEL LOCAL NETWORK LLC

EBC SERVICES, INC.

AND

SBC COMMUNICATIONE INC.

{FOR CERTAIN LIMITED PURFOSEE SET FORTH HEREIN)

This MASTER SERVICES AGREEMENT, dated ag of Jupe 15, 2005 (the "Effective
Date"), is entered intc by and among:

WilTel Cowmunications, LLC, a Delaware limited liability company
{"WilTel"), and ity Affiliate, WilTel Local Network LIC ("WilTel Local
Network®}; ‘

and

SBC Services, Inc., a Delaware corporation ("SBC*), and, solely for the
purpeses of Articles 1 and 23 herecf, SBC Communications Inc. {("Parent").

RECITALS

WHEREAS, WilTel and SBC Communications Inc. entered into a Master Alliance
Agresment dated February 8, 1599, as amended (as 80 amended, the "MAA"), and
certain other agresments pursuant thereto (the MAA, such other agreements and
all ancillary sgreements and related documentation are referred to herein
collectively as the "Alliance Agreements®); and

WHEREAE, contemporaneous with the execution of this Agreement, the Parties have
executed that certain Termination, Mutual Release and Eettlement Agreement, of
aven date herewith (the "Termination snd Release Agreement®}, among 8BC
Communications Inc., SBC Operations, Inc., SBC Services, Inc., SBC Telecom, Inc.
and SBC Long Distance, LLC (successor to SBC Long Distasnce, Inc. and
Southwestern Bell Communications Services, Inc.}, on behalf of themselves and
their Affilietes, and WilTel Comsumications Group, LIC (f/k/a Williame
Comunications, Inc.) and WilTel Communications, LLC, which terminates the MAA
snd all other Allisnce Agreements and relesses all obligations thereundar,
except to the extent provided otherwise in the Termination snd Release
Agreement, by the mutual agresment of the parties thereto; and

WHEREAS, WilTel wishes to enter into this Agreewent to continue to mske
available existing S8ervices and other EBervices releting to telecommunications
services; and .

WHEREAS, S58C wishes to purchase such Services Ixowm WilTel; and

WHEREAS, SBC i& authorized to enter into this Agreement to provide certain
Services to WilTel; and

WHEREAS, WilTel wishes to purchase such Services from SBEC; and

WHERERS, SBC wishes to continue to make such Services available to WilTel
pursuvant to this Agrsement; and

WHEREAS, the Parties do not intend te undertake any joint venture, partnership,
or other arrsngement other than as purchasers and sellers of the Services
identified in this Agreement; and

1 of 53
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“AS Ratic® shall mean answer seiture ratvio.

*AER" shall maan access service request, a form used to send a service
order to a telacommmications carrier.

*ATIS/OBP* shall mean *Alliance for Telecommunications Industry
Solutions” and "Ordering and Billing Forum.® ATIS is an industry
standards body; OBF is the subcommittes of ATIS which works standards
related to ordering and billing of telecommunicaticons services.

*ATM Service® shall have the wmeaning set forth in Section 1.1 of
Schedule A).

*Available® or "Availability" shall mean: (a) with respect to On-Net
Services, the condition in which, in WilTel's sole but reancnable
discretion, WilTel has the Facilities and Capacity nacessary te
provide On-Net Sexrvice, snd sueh Pacilities or Capacity are not
already committed to other Persons snd which are sccessible to 8BC,
directly from the WilTsl Network; and (b) with respect to any Off-Ret
Se€rvices, the condition in which s Third Party Providar or 8BC
Atfiliate, including any SBC Local Rxchange Carrier Affiliaste, wakes
available such Off-Net Service.

*Billing Party® shall hive th= meaning set forth in Sectjon 11.1,
¥y

"Bulk Pscility® shall mean a Dedicated Local Access Facility that is
shared between SBC and WilTel for their respective Customers or
respective internal use. :

“Business Day" shall mean any Day excspt Saturday, Sunday and any
federal holiday.

"Business Hours* shall mean the hours ©f %:00 a.m. until 5:00 p.m.,
locsl time, on each Business Day.

*Califernia Affiliates® shall have the wmeaning set forth in Section
23.14.8.

*Calling Card Service” shall mean such service as described in
Schedule Bl.

*CAP* shal)l mesn a competitive sccess provider.

*Capacity" shall mean capacity vhich may be provided On-NMet or Off-Nat
for telecowmmicstions services in DE-1, DE-3 and OC-n.

*CDR*" shsll have the meaning sat forth in Bection 1.5{a) of Schadule
M.

*CFA* shall mesn the "Circuit Facility Assigmnment.® *"CFA* ias used te
indicste what physical slot or channel assignmant has been assigned to
8 DE-1, DE-3, or OC-n Facility; specific Entrance Facility or
termination point on the edge of & telecommunications carrier's
network that is provided to identify vhere to commect Circuits,

*Change ‘of Contyol of WilTel® shall mean any transaction or event or
series of related trangactions Oy eveants pursuant to which (i) all or
substantially all of ths asssts of WilTel are scguired by an 5BC
Restricted Company, or (3i] an SBC Restricted Cowpany owns
beneficially {am such term is used in Rules 13d4-3 and 134-5 of the
Securities Exchange Act of 1934, as amended) 50% or more of the voting
oX equity interests in WilTel (including by means of a tender or
exchange offer, reclassification, consclidation, merger, sale or other
disposition of equity interests] or (iii) sn EBC Restricted Company
possesses, directly or indirectly, the power te direct or csuse the
direction of the wanagemeant and policies of WilTel

3 of 53
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(++91

*SBHC* shall have the ssaning set forth in the pnubl. and, to the
sxtent appliceble, im Sectiom 4.1.

*SEC Pacilities” atall have the meaning sat forth in Bectiom 9.1.D.
“§BC ILEC® ip an SBC Affiliste that is an ILERC.

"SBC Restricted Company” shall mean any Persen identified on Appundix

*SCC"\whall wean switching control center, and is WilTel's aingle

point of contact for network surveillance and maintepance for WilTel
voice services.

*SCF" shall mean signsl control point. 166

*Second Purchese Period® shall have the wesning sec forth fo Eection
3.1.A.

"Second Qof Pericd® shall have the wmeaning sst forth in Section 3.3.A.

"Service® oy *Eervices® shall include any service provided by oma
rarty to another Perty ubder this Agreement, including Transpert
services, Platform Sérvices, Collocation Services, Intermstionsl
s.rvieu. Ancillary Bervices and services pertaining te Circuits.

*Service Assurance Boous® gsimll have the msaning set forchk in Sectiom
3.2.A.3.

sgervice Assurance Ind ©f Ysar Bonus® shall have the msaning sat forth
in Section 3.2.h.1.1i4.

*Sarvice Assurance Metrice® shall wmean the sarvice apsurance matrics
sst forth io Section A of Appendix B.

*Garvice Assurance Monthly Bonus® shall have the weaning set forth in
Saction 3.2.A.1.4.

~Service Delivery Bonus” shall have the mesning est forth in Section
3.2.A.2.

*Service Dalivary End of Year Bonus® shell have tha meaning sst forth
in Bection 3.2.X.2.ii3.

"Sarvice Delivery Metrics® shall mest the service delivery metrics eet
forth in Section B of Appamndix B.

*Service Delivery Wonthly Bonus* shall have the wsaning eet forth in
Bection 2.2.Mh.3.4.

*Service Intervala® shall asan WilTel's time periods for respanding te
S3C's requasts for Capecity as defined in Bection G.1.) of Schedule C.

*"Service Metrics® shall mean the Service Assurancs Metrice, Barvice
Palivery Metrica, Service Migration Metrics, SLAs, SLOe and other
service level measurewsnty, as spplicable.

*Sarvice migration Metrics® shall mean the mervice migration metrice
set forth in Section € of Appendix B.

*Service Orderis!® shall wesn WilTel-approved forme executed by [
and accepted by WilTal, or slectronic communicstions as may be

deliversd vis an ellel.ronu interface that may be provided br wiltel
tor the purpose ¢f ordering Materisl and Services hereunder

sccordence with Scheduls C. Service Orders incorporate the nwnubh
Quots.

12 of 53
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G. Preferred Provider. ¥ilTel is heraby designated 3 preferred

provider to SBC for diversity intarexchange $ervices snd other
interexchange Services not provided on EBC's network |including,
after its soquisition of ATAT, ATHT's networkl during the Ters of
this Agreemant; provided, however, that notwithstanding the
foregoing, S3C shall have no obligation pursusnt to this Section
1.3.G. toc purchass any particular Service from WilTel, nor shall
¥ilTel &t any time have any claim of any nature against SBC
pursuant to this Lection 2.3.G.

H. Certain Service Interruptions. Por the purposs of the Sarvice
Assursnce Metrice and the SLAs in Schedules Al through AS, WilTel
shall not be responsible for Ssrvice interruptions thet ars (a)
caused by the negligence or willful misconduct of SBC, its
Affilistes or SBC's Customer or others suthorised to use the
Services by BOC; (b) caused by tha failure of Off-Net Services
not provisionsd by WilTel as part of a 1+ Volcs Bervice; ¢l
caused by Planned Maintgnance whare SBC was previously notified
of such Planned Maintetance in accordance with Sectiom € of
schadule D, if and only to the extent that tha interruption was
within the presrrangad time for the Planned Maintenance; or (d)

the result of a Force Majsurs Zvant or a Lagal or Regulatory
Bvent .

1. Past Prasctices. With respect to cperstiona) detail and dats
collection, maasursment snd reporting, except am othersise
expressly set forth in this Agreesant, the Parties incand to
implesant this Agreemsnt coneistent with the Parcies' past
practices. ’

J. Service Level Objectives. The Parties agree that the fsilure to
mast any specific SLO sst forth in Schedules Al through AS shall
not be desmed in and Of itself to be & default under this
Mresssnt .

ARTICLE ). SPECIAL PROVISIONS GOVERNING WILTEL SEBRVICAS
3.1 Sarvica Purchase Cosmitment .

M. Purchase Commicment Provisions.

1. Purchasse Commjtment. Subject to the credits provided in
section 3.1.A, Section J.1.B, Section 3.1.7 and Section
31.1.G, $BC and its Atfiliates shall purchase from WilYe)l and
pay in accordance with this Ssction 3.1 for at lemst (i)
§600,000,000 of Included Sarvices during the pericd
beginning January 1, 2005 and snding Decamnber 31, 2007 lmueh
pariod, the *Pirst Ppurchase Perioe®} snd (1i) $75,000,000 of
Included Bervices during the period beginning January 1,
20080 and ending Decewberx 13, 1009 (such pericd, the "Becond
Purchase Pericd") (collectively, the "Purchase Commitmant®).

2. Included Services. *Included Services® shall mean (&) all
Sarvices provided dy WilTel to SIC under this Mgresment that
sre not Excluded Bervices (as hareinatter detined); (b) all
services provided by WilTel to SBC under the Wholesals
Services AMgreemant that are not Excluded Servicas; and ic)
with respect to the portioh of the Pirst Purchase Pariod
that is prior to the Bffective Date, 811 sarvicas purchased
by SBC and ite Affilistes pursuant LC any Allisnce AQraesent
thet (1) with respect to tha pericd from Janusry 31, 2008
through and including April 20, 2005, are sst forth om
Schedule M a8 "Included Barvices® or {(il) with respact ta
the period from May 1, 2005 through and ircluding the
Tffectiva Date, are not Excluded Servicas. 1n »dditiem,
atter tha consummsticn of any business combinstion involving
¥ilTel with sanOther cerrier, "Included Servicea® shall
include all Off-Ret Services provided to $3C by WilTel
through such other carrier. Nutwithstending the imssdiscely
preceding sentance, in no svant shall Included Services
inclyde any services other than Included Services purchased
from WilTel under this Agreement and Included Services shall
sxclude any services purchased directly by 5BC under sny
sgresment with another carriar with whom WilTel may combine.

17 of 51
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Transition of Flatform at Request of WilTsl. BEC scknowledges and
sgreas that {a) duripg the Term, WilTel iatends to tranajtion to its
own platforme or to other providsrs a substantial porticm if not all
of the Platforw Services that it currently purchases from §3C and {b)
in conjunction therewith, {*¢¢] Upom receipt of written Wotice from
WilTel {the *Platform Transiticn Notice®] requesting transitiom of
wpecified Flatform Services off of the Platforms, SBC shall implement
such transition in accordancy with tha ressconable tarme of such
Platfore Transition Notics.

1. Except as otharvise provided in this Agresment ang inm
sSchadule b1, the terms and conditions for termimation of
W Platlors Services, including those with respect to Platiorms
located in wilTel facilities, shall be consistent with those
set forth io this Agresment. 1[I SBC provides Platiors
Services thet WilTs] uses to fulfill any obligations to EBC,
$BC shall continua to provide those Plakiorm Services to
WilTel in accordance with tha terms of Bchwdule Bl until o
those obligstions of MilTel to SBC lapse.

2. $5C way not for any reason discontinue providing any
Platform Services to WilTel during the Term {(or thereafter
pursuant te & Platform Tranaition Motice) sxcept with
NilTel*s prior written consant or as provided in this

Mressent, including Section 6.2, Sectiom $.3, Article 7 eor
section 13.1,

Construction of Plarform Services Obligacions. SBC's cbligations to
provide Platform Sarvices and festures pursuint to this Agressant
shall be limited to the terms and conditions specifisd in Schedule B1
and shall in no event sxceed its acbligations te provide Flatfomm
Services and features that were providsd by SIC to WilTel as of
Pebrusry 9, 1008. In ths evant of any |ﬂiwit¥ it the terws and
conditions set forth inm Schaduls 31, SBC's cbligations to provide
Platform Gervices and festurss pursuant to this Agresment shall be
limited to the Platfors Services and pervices that wers provided by
BBC to WilTel as of Pebruary %, 2008.

ARTICLE 7. TERMIFNATION OF THIS AGREIMENT

Yern of Agreesent. This Agresment shall commence on the BEffective Dete
and shall expirs on Dacember )1, 2009 (the "Terw’}, unleas terminated
sarlier pursuant t¢ this Axticle 7.

Early Termination.

M. utupl Consent. This Agreswetit ey bes terminsted &t any Lime by
mitual written consent of the Parties.

8. Cessstion of Operstions or 1lnsolvency. Rither Party mey terminate
this Agresment immediscely upon Notice to the othey Party if (»)
the other Party institutes or consents to the insticution of any

ing under any Debtor Reliaf Law, or wekes an assighment
for the benefit of creditors; ©or appliss for or consents to tha
sppointaent of aay recaiver, trustse, fustodian, consexvator,
liquidator, rehabllitstor or similar officer for it or for all or
any materisl part of ice property or asssts: (bl any receiver,
trustee, custodjan, conservator, liguidstor, rebabilitator or
sinilar cificer is sppointed without the applicstiom or consent
of the other Party and the appointmant continues undischarged or
unstayed for forty-five {45) Deys; or (¢j any procesding under
any Debtor Ralief Lav relating to the other Party or to all or
any wmaterial psrt of its property or assets s instituted witheut
‘tha consent of such Party and contipuss undismissed or unatayed
for forty-five (45! Days, or an ordesr for relief is enterad in
&Ry such procesedivg.

€. Changs of Control. During the First Purchass Period, S may, but

shall not be obligated to, terminate this Agresesent 1f, without
the pricr consent of SBC, thare is 8 Change of Contreld of WilTel.
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For Information: ‘
SBC Communications inc. AT&T Cormp.. Time Wamer Telecom
Steve Lee Joyce Van Duzer Carole Curtin
210.351.2108 808-234-6846 303-566-1000

N

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

b

Time Wamer Telecom lo deliver "last-mile” network services to merged companies;
agreement provides businesses the benefits of alternative communications choices

San Antoniu, Bedminster, N.J., and Littleton, Colo., June 1, 2005 ~ Time Wamer Telecom
(Nasdaq: TWTC), SBC Communications inc. (NYSE: SBC) and ATAT Corp. (NYSE: T) today
announced the exiension of a long-term service agreement under which Time Wamer Telecom would
provide special access and other "last-mile” network services 1o the cormpanies nationwide through

- 2010, The deal, effective upon completion of the SBC and ATAT merger, demonsiraias the parties’
commitment lo promoting viable competition in the telecommunications mdustry and to delivering
businesses the benefits of altemative communications choices.

"Thiz agreement enables SBC, post-merger, to become a more effeclive out-of-region provider,
thersby enhancing competition in the industry nationwide,” said Mark Keiffer, senior vice

business marketing for SBC. "SBC is pleased to build upon the long-ierm business relationship AT&T
has had with Time Wamer Telecom.”

This new commercial agreemeni would extend a current contract between Time Wamer Telecom and
ATAT 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 Telacom on Jan. 1, 2001, buying
iocei network access primarily {0 provide private-line and special-access services (0 businesses
nationwide, and for local termination of long-distance and international calls.

“This agreement ensures thal we will continue our valued business relationship with AT&T post-
metger, and that we will be able to include SBC in that relationship, aflowing us to be a visble
competitor of and supplier to the merged entity,” said John Blount, executive vice president-fieid

operations for Time Warner Telecom. “We are excited about the opportunity to be a key provider for
the combined entity.”

“Time Warner Telecom has been a valuable supplier of 'last-mile’ network services used to connect
our corporate customers o the ATAT network in many markets around the country,” said Regina
Egea, AT&T vice president of gicbal access stralegy and bandwidth product manegement. "We're
very pleased this relationship will continue once our merger with SBC is compieted.”

Compietion of the SBC-AT&T merger is expecied by the end of this year or in early 2008, following sll
necessary regulaiory and govemnmental approvals.

~more-
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Time Warner Telecom, AT&Y, SBC agreement/add one

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

SBC Communications inc. is a Fortune 50 company whose subsidiaries, opersting under the SBC brand,
provide a full range of voice, data, networking, e-business, directory publishing and sdvertising, and
related services to businesses, consumers and other telecommunications providers. SBC hoids s 60
percent ownership intersst in Cingular Wireless, which serves more than 50 miiflon wireless customers.
SBC companies provide high-speed DSL internet eccess lines 10 more American consumers than any
cther provider and are among the nation’s leading providers of internet services. SBC companies aiso
now offer sateliite TV service. Additional inlormation about SBC and SBC products and services is
avaiisble at Wy, 30C.COM.

For more than 126 years, AT&T (NYSE "T™) has been known for unparalieled quality and reliabiilty in
communications. Backed by the research and development capabilities of ATET Labsz, e company is
a giobal leader in local, long distance, internet and transaction-based voice snd date services.

Time Wamer Telecom, headquartsred in Littleton, Colo., provides managed natwork services,
specisiizing in Ethernet and transport deta networking, intemet access, local and long distance voice,
VolP and securlty, lo enterprise organizetions and communications servicas companies throughout the
U.S. As » leading provider of integrated and converged neiwork solutions, Time Warner Telecom
delivers customers oversil economic vaiue, quallty, service, and improved business productivity. With
nearly 20,000 route miles of its own local and regional fiber networks, a natjonal IP backbone with 10
Gbps capacity, and nearly 5,300 bulldings connected directly to its fiber networks, Time Warner
Telecom provides the local “last mile” of rellsbie communications services to customers. Please visit
www.twislecom.com for more information. .

About the Proposed SBC/ATAT Merger:
in connection with the proposed transaction, SBC Communicstions inc. {“SBC") filed a registration
statement, including s proxy statement of AT&T Corp., with the Securities and Exchange Commission
(the “SEC™) on March 11, 20085 (File No. 333-123283). investors are urged 1o read the registration and
proxy statement (including all amendments and supplements to i) becauses it contains important
information. investors may obtain free coples of the registration and proxy statement, as well as other
filings containing information about SBC and AT&T Corp., without charge, at the SEC’s internet site
(www.sec.gov). These documents may siso be obteined for free from SBC'’s investor Relations web site
or by directing e reguest fo SBC Communications in¢., Stockhoider
Services, 175 E. Houston, San Antonio, Texas 78205. Copies of AT&Y Corp.’s filings may be accessed
and downioaded for free at the ATAT Investor Relations Web Site (www.ptt.copVir/sec) or by directing &
request to ATAT Corp., investor Relations, One ATET Way, Bedminsier, New Jersey 07921, )

SBC, AT&T Corp. and their respective directors and executive officers and other members of
management and empioyees may be desmed t0 be participants in the soficitation of proxies from AT&T
sharehoiders In respect of the proposed transaction. information regarding SBC's directors and
executive officers is avaliable in SBC's proxy statement for its 2005 annual meeting of stockholders,
dated March 11, 2008, and Information regarding AT&T Corp.'s directors and axecutive officers is
avellabls in the registration snd proxy statement. Additional informstion regarding the interests of such

potentisl participants is inciuded in the regisiration and proxy statement and other relevant documents
filed with the SEC.

-more-
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Exhibit 12
Page 3 of 3

Time Wamer Telecom, AT&T, SBC agreement/add two

Cautionary Language Concerning Forwsrd-Looking Statements:

This document contains forward-looking statements within the mesning of the U.S. Private Securities
Litigation Reform Act Forward-looking statements are siatements that are not historicsl facts and are
generally ideniified by the words “expects”, “anticipstes®, “believes”, “intends®, “astimates” snd
simiar expressions.

AT&T-SBC: These statements Include, but sre not limited to, financial projections and estimates and
their underlying assumptions, statements regarding the benefits of the business combination
transaction involving ATAT and SBC, including future financial and opersting results and the plans,
objectives, expectations and intentions of the combined. Such statements are based upon the curent
beliefs and expectations of the managements of AT&T and SBC and are subject to significant risks and
uncertainties {[many of which are difficuit to predict and are generally beyond the control of AT&T and
SBC) that may cause actual results to differ materially from those set forth in, or implied by, the forwerd-
looking statements. .

The following factors, among others, could cause actuel resuits fo differ materisily from those set forth
in the forward-jooking stetements: the sbillty to obtain governmentsl approvais of the transaction on the
proposed terms and schedule; the faliure of ATAT shareholders to approve the transaction; the risk that
the businesses will not be integrated successiully; the risk that the cost savings and any other
synergies from the transaction may not be fully realized or may take longer to resiize than expected;
disruption from the transaction making i more difficult to maintsin relationships with customers,
employess or suppliers; competition and its effect on pricing, spendiing, third-party relstionships and
revenues. Additional factors that may affect future results are contained in SBC's and ATAT's fllings
with SEC, which are avaiiable st the SEC’s Web site hitp://www . sec.gov. Other than as required by

applicable isw, ATAT and SBC disclaim any obligetion to update and revise statements contained in this
news release based on new informetion or otherwise.

Time Warner Telecom: These statements include, but are not limited to, the benefits and impacts of the
agreements described In this release and Time Warner Telecom’s continued relationship with
ATAT/SBC. Such ststements are based upon the current beliefs and expectations of the menagement

Time Warner Telecom and are subject 1o significant risks and uncertainties (many of which are difficult
to predict and are generally beyond the control of Time Wamer Telecom) that may cause actus! results
to differ materislly from those set Jorth in, or implied by, the forward-loohking staterments. Important
factors that could cause actual resuits 1o vary materially from those set forth in the forward-looking
statements include the fallure of AT&T/SBC (0 consummate the planned merger, unforesesn
technological changes in tha industry, future consoildastion in the industry and economic downtums, as
wall as the Risk Factors set for the in Time Wamer Telecom's Annual Report on Form 10-K for the fiscal
year ented December 31, 2004, Time Warner Telecom underiakes no obiigation to pudlicly update or

revise any forward-looking statements, whether as # result of new information, future events or
otherwise.
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' Page 1 of 6
EX-10.2 3 dex102.htm SERVICES AGREEMENT
: , ‘ S IXECUTION COPY
e - SERVICES AGREEMENT
| BY AND AMONG
SBC COMMUNICATIONS INC. L
AT&T CORP.
and

TIME WARNER TELECOM HOLDINGS INC.

June 1, 2005

Restricted Proprictary Information .
For use snd disclesare oaly to authorized employees, agents or contractors of SBC, AT&T, TWTC
and their respective affilates. Coples may net be made without the express consent of SBC, ATET and TWTC,

*
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Services Agreement Exhibit 13 Page 2 of 17

Page 2 of 6
TABLE OF CONTENT®
Article 1 DEFINITIONS 4
Article 11 EFFECTIVE DATE AND TERM 6
21  Effective Date and Term 6
" Article IIN AT&T/TWTC Agreement p
/— . 31  Amendmems 6
32  SBC and Cingulsr Purchases 8
Article IV FACILITIES INFORMATION, JOINT PLANNING DISCUSSIONS AND USE OF FACILITIES 9
41  Facilities Information T
42  Joini Planning Discussions 9
43 Use of Facilities 9
Artick V PRESS RELEASE 10
5.1  Press Release 10
Article VI TERMINATION

6.1 Terminstion by Mutual Consent

62 Tenminstion by Either Party

63 Tenmination of Merger Agreement

64 Change in Control Event

6.5 Terminstion of AT&T/TWTC Agreement

ﬁ—_”_
-_ e - O D

Arstick VII REPRESENTATIONS AND WARRANTIES i1
71 Smnding snd Authority ‘ ’ 1

Article VI GENERAL 12
8.1 Amendment 12
32 Assignment 12
83 Notices

-
~

8.4 Costs, Expenses snd Attorneys’ Fees

Restricted Proprieiary Information
For use and disclosure only 1o suthorized empioyees, agents or coniraciers of SBC, AT&T, TWTC -
and their respective affiliates. Copies may not be made without the express consent of SBC, AT&T and TWTC.

o
W
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Page 3 of 6
85  Dispute Resolution 13
8.6 Entire Agreement; Further Agreements "
8.7 Execution 14
8.8 Consent or Agreement 14
B9 Govemning Law 14
810 No Waiver 14
T - 811  Nonexclusive Deslings 14
8.12  Rules of Construction 4
8.13  Sevenbility ‘. 15
8.14  Third Party Bencficiaries; Disclaimer of Agency 15
Schedules '
Schedule ]  Change of Control Acquiroes
Exbibits

Exhibit A Form of Press Release
Exhibit B SBC Affilistes

[temlindetofpngelimuﬁmllyleﬁhlmk]

Restricted Proprietary Information .
For use and disclosure only to suthorized empleyees, ageats or coniraciors of SBC, AT&T, TWTC
and their respective sffilintes. Copies may not be made without the express consent of SBC, AT&T and TWTC.

2
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Services Agreement Exhibit 13 Page 7 of 17
: Page 4 of 6

“Services” shall have the meaning ascribed to such ierm in the ATAT/TWTC Agreement
“Sixth Amendment” shall have the meaning ascribed to such term in the recitals to this Agreement.
“Total Cumulative Revenue Commitment” shall have the meaning ascribed to such term in the AT&T/TWTC Agreement.
“TWTC" shall have the meaning ascribed 10 such term in the preamble to this Agreement,
ARTICLE I

— . EFFECTIVE DATE AND TERM

2.1 Effective Dute and Tenm.

This Agreement shall becane effective as of the Effective Time. Nmthmndnqthefmgohgandfwlhewouhmed
doubt, in 1o event shall this Agreemers become effective unless and unti) the Merger shall become effective. TWT has no
pmdnuﬁhnpmdmﬂmlbmtmmfdmpmﬁmwthqumm,m nathing in this section will be
cmbmﬁtmwmoomplymﬁmygmemmmmquuhfmmnmuanhmm
nhumhMmmuommmmlcmmhmmwum This Agreememt will terminate
pursuant to ARTICLE VI

" ARTICLE I
AT&T/TWIC AGREEMENT

3.1 Amendments. .
Su]rjecthectinnS.GoﬁhilAmtheAT&TfrWTCAwi:huehymdndufollom:

3.1.1Extension of Tenm- Section 2.A of the ATAT/TWTC Agreement, as specifically amended pursusnt 1o the Sixth
Amendment, is hereby deleted and replaced with the following Section 2.A:
2.A This Agreement will be cifective as of the Effective Date (i.c. January 1, 2001),mdwllmmnmeﬂ'zufua
moﬂm(10)ymfromlhel‘.ﬂecmDm(“Tm“),unlnnmmtednmwherdanmmlesmedul

extended, as provided in this Agreement.
Restricted Proprietary Jnformation ‘
For use and disclosure only to sutherized empleyees, agents or contraciors of SBC, AT&T, TWTIC

asnd their respective affiliates. Coples may not be made without the express consent of SBC, AT&T and
TWTC. :

6
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Services Agreement Exhibit 13 Page 8 of 17
Page 5 of 6

3.1.2Revemue Commitment ‘

1.1.2.1Section 30.A.iii of the ATRT/TWTC Agreement, as specifically amended pursiant to the Sixth Amendment,
" is hereby amended by adding the following language to the cud of Section 30.A.iii:

Notwithstanding the foregoing, Term years 9 and 10 shall be treated as a single Term year ending December
11, 2010 (the “Extension Period™) (or such later date as is required pursuant o the provisions of this Section
30_A..iii below), and anry Annuad Deficiency for the Extension Period shall only bocome paysble in
immediately available funds within thirty (30) days from the date of delivery of the notice of non-complisnce
for the Extension Period, which shall occus no earlier than the last business day of the calendar month
following the month in which the Extension Period ends. Consistent with Section 30.A.ii of the

ATE&T/TWTC Agrecment, no amounts paid during the Extennion Period in respect of any Anmul Deficiency
for any Term year prior to the Extension Period will apply toward the sstisfaction of the Annual Revenue
Commitment for the Extension Period.
P e . b
3.1.2.2Table 1.A entitied “Anous) Revenne Commitments and Total Cumulative Revenue Commitment” is bereby
deleted and replaced with the following Table 1.A: )
‘ Table 1.A
Annual Revenue Commitmeuts and Total Cumulative Revesue Commitment
_ = 1A e 113iM0
(Years 510
1188 » 125108 VI n 120186 1N 130187 11180 w 11518 (Extonsies
Torm Yoarts) (Voar 8) (Your §) e ) (Yoar 3) Periag)
ﬂln mll!ﬂmll sharbes P11l (11112 ) [ 3 21 LT} sheeRde
Tml mﬂllﬁf‘m R evenue (2 LT E D] ] -‘..'... SPP RS .‘.‘.O.‘. LT L] T ]
Commitment (See also the Ninth (Sec also {See also (See also
Amendment and Section  Section 29.C of Section 29.C of Section 29.C of
29.C of the Sixth the Sixth the Sixth the Sixth
Amendment) Amendmnent) Amendment)  Amendment)
Restricted Proprietary information

For use and disclosure only to suthorized employees, agents or contractors of SBC, AT&T, TWTC
and their respective affiliates. Copies may not be made without the express consent of SBC, AT&LT and
TWTC.

7
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Page 6 of 6

RIS _ e R

62.2.25x unable or admits in writing its inability to pay its debits a9 they become due;

6.2.2.3camumences of authorizes & voluntary case or other proceeding secking liquidation, reorganization,
suspension of payments or other relief with respect to itself or its debts under any bankrupecy, insolvency or
other similar Iaw now or hereafier in effect or seeking the appointment of & trosiee, receiver, liquidator,
custodian or other similar official of it or any subsiantial part of its property, or consents to any such relief or
to the appointment of or taking possession by any such official in an involuntary case or other proceeding
commecnced against i1, or makes a general assigmment for the benefit of creditors, or fails % pay » substential
portion of its debts as they become due, or takes any corporate action to suthorize any of the foregoing, is
insolvent, bankrupt or the subject of a receivership; or ‘

6.2.2.4bas any substantial part of its property subjected to any levy, seizure, assignment or sade for or by sy
creditor or governmental agency without such levy, seizure, assignment or sale being released, lifted,
reversed, or satisfied within ten (10) days. . - i :

63 Tomination of Merzst Agreement.

This Agreemcist shall terminate, without penalty of termination charges, upon the termination of the Merger Agroement
pursuant to its texmns prioc to the Effective Time.

6.4 Change ju Control Event.

6.5 Termination of the ATET/TWTC Agreement.

This Agreement shall terminate upon the termination of the AT&T/TWTC Agreement as amended by Articke I1I of this

Agreement in sccardance with its terms, without penalty or termination charges beyond those comtemplated by the terms
of the AT&T/TWTC Agreement

ARTICLE VI

REFRESENTATIONS AND WARRANTIES
7.1 Swanding and Authority.

Each Party represents and warrants to the other Pasties that it has all requisite corporate power and suthority to enter into
this Agreement and to consummaic the transactions contemplated herein, that all corporate scts and other proceedings
required 10 be tken to authorize the execution, delivery and peiformance hereof and the consummstion of the
transactions contcrnplated herein have been duly and properly taken, and that this Agreement has been duly

Restricied Proprietary Informatien

For use and disclosure only 10 authorized employees, agents or coniractors of SBC, ATET, TWTC
and their respective affiliates. Coples may not be made without the express consent of SBC, AT&T and
TWTC.
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CONDUCT REMED
THE SBC/AT&T ME

This document is limited to certain pﬁcirié-iébnditions and service
requirements necessary to lessen the harm to competition in special
access markets that would otherwise be caused by the proposed

SHSHOTSE RGeS 08 S IRLIRAINIG AT SRS IR Qo8B mer

divestitures, or remedies designed to lessen the negative impact of
the proposed merger on mass market services.

Qwest




Conduct remedies are necessary to replicate the competitive pressure

ed on th wholesal m rket by AT&T todav, and prevent a
marke power in uture.

For special access/dedicated services, and for a minimum
entity must be required to:

sale services
25% of each
rvices)

* Provide price discounts to carriers purchasing,s_
- 50% price discount off current “effective” p
carrier’'s circuits (spread proportlonately ove

* Provide wholesale purchasers mcreased ﬂex:b ty in purchasing services
- Add and delete circuits without restrlctlens or penalty under contracts
and regional purchasing plans; ehmmate 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 forup to 5 years o

« Continue to make AT&T and--SBC--:_Services and facilities available at
existing terms and conditions, subject to the above requirements

Qwes:




Non discrimination and reciprocity are critical requirements if other ca

are to have a reasonable opportunity to compete against SBC/,
merger.

The SBC/AT&T merged entity must:

» Offer wholesale customers the same terms and
SBC/AT&T obtains from others (reClprecl

it offers to its
me terms and

» Offer to other carriers any service arrangeme‘
partners/affiliates/business units under the
conditions i

* Not discriminate against other camerstcthe benefit of Verizon/MCI

» Deliver quality service on a timely and non discriminatory basis that
allows purchasing carriers, I|ke Qwest to meet our end user
customer requirements - -

- Failure to do so must result in addltional price discounts

Qwes
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