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DOC 358

State Of Minnesota
Department of Commerce
INFORMATION REQUEST

P421/CI-01-1371 and P421/C-02-197

Information Requested From: Qwest Corporation
Information Requested By: Ferguson, Sharon
Date Requested: 07/12/2002

Date Response Due: 07/19/2002
REQUEST:

Admit that the "Payments" listed on page 1 of Trade Secret Atachment A to
Qwest's response to DOC 08-218 in this docket are payments that were made by
Qwest to McLeodUSA.

RESPONSE:

Admit.

Respondent: Terri Reddan .
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[Trade secret data begins
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————— Original Message-----
From: aibarra@gwest.com [mailto:aibarra@qwest.com]

Sent: Friday, May 31, 2002 12:23 PM
To: Anne Richardson

Cc: Audrey McKenney
Subject: Vendor Plan Summary

Anne,

Here's a synopsis of where we stand. Let me know if you have questions.

Cheers,
Arturo
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McLEOD VENDOR PLAN SUMMARY

M
4Q00 Al Wired 5,030
4Q00 Sttiemt 5,000
1Q01 5,740
2Q01 5,640
3Q01 5,984

17,364
‘01 Q Pymts 5,505
Total 2001 22,869
2001 Vndr Agrmt 15,840
‘01 Over/(Under) Pymt 7,029
4Q00 DoublePayment 5,000
Total Overpayment 12,029

2002 Est Q Purch From MO1 7,686
2002 Vendor Plan 18,320
'02 Est. Over / (Under) (10,634)
Est. Post 2002 Residual 1,395

Trade secret data ends]
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DOC 08-212
Trade Secret Attachment @ [ﬂ?ﬁ =
G J“’

SUBJECT TO RULE OF EVIDENCE 408

CONFIDENTIAL BILLING SETTLEMENT AGREEMENT
[Trade Secret Data Begins
This Confidential Billing Settlement Agreement (“Agreement”), is hereby
entered into by Qwest Corporation ("Qwest") and MclLeodUSA, Inc.
(*McLeodUSA") (hereinafter referred to as the “Parties” when referred to jointly)
onthis ____ day of September, 2000.

RECITALS

1. Qwest s an incumbent local exchange provider operating in the
states of Arizona, Colorado, Idaho, lowa, Minnesota, Montana, Nebraska, New
Mexico, North Dakota, Oregon, South Dakota, Utah, Washington and Wyoming.

2. McLeodUSA is a competitive local exchange provider that will soon
operate in all fourteen states of Qwest's operating region.

3. Whereas both Qwest and McLeodUSA have entered into
interconnection agreements pursuant to the federal Telecommunications Act of
1996 (“Act”) under Sections 251 and 252 of that Act, and those agreements have
been approved by the appropriate state commissions where those agreements
were filed pursuant to the Act. Qwest and McLeodUSA operate under those
agreements in certain states, as well as various state and federal tariffs.

4. Disputes between the Parties have arisen regarding the
provisioning of finished services through unbundled network elements, and the
provisioning of finished service through the UNE platform.

5. In an attempt to finally resolve those issues in dispute and to avoid
delay and costly litigation, the Parties voluntarily enter into this Confidential
Billing Settlement Agreement to resoive all disputes, claims and controversies
between the Parties, as of the date of this Agreement that relate to the matters
addressed herein, and McLeodUSA releases Qwest from any claims regarding
the issue as described here.

CONFIDENTIAL BILLING SETTLEMENT AGREEMENT
e TN oL ILEMENT AGREEMENT

1. The Parties enter into this agreement in consideration for the sum
of money described below, and Qwest's release of McLeodUSA's conversion
and termination fees associated with the changes to a new platform which is
currently being created by the Parties. As part of the new platform, Qwest will
provide call origination, call termination, call duration, and call type information to
McLeodUSA.
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CONTAINS TRADE SECRET DATA



2. MclLeodUSA shall pay to Qwest an amount of $38,500,000 no later
than November 10, 2000. This amount represents the charges which Qwest
claims McLeodUSA owes it for conversion from resale to unbundied network
elements, and for termination liability associated with existing contracts.

3. For valuable consideration mentioned above, the receipt and
sufficiency of which are hereby acknowledged, Qwest does hereby release and
forever discharge the other and the other's associates, owners, stockholders,
predecessors, successors, agents, directors, officers, partners, employees,
representatives, employees of affiliates, employees of parents, employees of
subsidiaries, affiliates, parents, subsidiaries, insurance carriers, bonding
companies and attorneys, from any and all manner of action or actions, causes
or causes of action, in law, under statute, or in equity, suits, appeals, petitions,
debts, liens, contracts, agreements, promises, liabilities, claims, affirmative
defenses, offsets, demands, damages, losses, costs, claims for restitution, and
expenses, of any nature whatsoever, fixed or contingent, known or unknown,
past and present asserted or that could have been asserted or could be asserted
in any way relating to or arising out of the disputes/matters addressed herein.

4. The terms and conditions contained in this Confidential Billing
Settlement Agreement shall insure to the benefit of, and be binding upon, the
respective successors, affiliates and assigns of the Parties.

5. Qwest hereby covenants and warrants that it has not assigned or
transferred to any person any claim, or portion of any claims which is released or
discharged by this Confidential Billing Settlement Agreement.

6. The Parties agree that they will keep the substance of the
negotiations and/or conditions of the settiement and the terms or substance of
the Confidential Billing Settlement Agreement strictly confidential. The Parties
further agree that they will not communicate (orally or in writing) or in any way
disclose the substance of the negotiations and/or conditions of the settlement
and the terms or substance of this agreement to any person, judicial or
administrate agency or body, business, entity or association or anyone else for
any reason whatsoever, without the prior express written consent of the other
party unless compelled to do so by law. It is expressly agreed that this
confidentiality provision is an essential element of this Confidential Billing
Settlement Agreement and negotiations, and all matters related to these matters,
shall be subject to Rule 408 of the Rules of Evidence, at the federal and state
level.

7. In the event either Party has a legal obligation which requires
disclosure of the terms and conditions of this Confidential Billing Settlement

Agreement, the Party having the obligation shall immediately notify the other
Party in writing of the nature, scope and source of such obligation so as to

NONPUBLIC DOCUMENT

CONTAINS TRADE SECRET DATA



enable the other Party, at its option, to take such action as may be legally
permissible so as to protect the confidentiality provided in this agreement.

8. This Confidential Billing Settlement Agreement constitutes an
agreement between the Parties and can only be changed in a writing or writings
executed by both Parties. Each of the Parties forever waives all right to assert
that this Confidential Billing Settlement Agreement was the result of a mistake in
law or in fact.

Q. This Confidential Billing Settlement Agreement shall be interpreted
and construed in accordance with the laws of the State of Colorado, and shall not
be interpreted in favor or against any Party to this agreement.

10.  The parties have entered into this Confidential Billing Settlement
Agreement after conferring with legal counsel.

11. If any provision of this Confidential Billing Settlement Agreement
should be declared to be unenforceable by any administrative agency or court of
law, the remainder of the Confidential Billing Settlement Agreement shall remain
in full force and effect, and shall be binding upon the Parties hereto as if the
invalidated provisions were not part of this Confidential Billing Settlement
Agreement. '

12. Any claim, controversy or dispute between the Parties in connect
with this Confidential Billing Settlement Agreement shall be resolved by private
and confidential arbitration conducted by a single arbitrator engaged in the
practice of law under the then current rules of the American Bar Association.
The Federal Arbitration Act, 9 U.S.C §§ 1-16, not state law, shall govern the
arbitratibility of all disputes. The arbitrator shall only have the authority to
determine breach of this agreement, but shall not have the authority to award
punitive damages. The arbitrator's decision shall be final and binding and may
be entered in any court having jurisdiction thereof. Each party shall bear its own
costs and attorneys’ fees and shall share equally in the fees and expenses of the
arbitrator.

13. The Parties acknowledge and agree that they have a legitimate
billing dispute about the issues described in this Confidential Billing Settlement
Agreement and that the resolution reached in this Agreement represents a
compromise of the Parties’ positions. Therefore, the Parties agree that resolution
of the issues contained in this agreement cannot be used against the other Party,
including but not limited to admissions.

14.  This Confidential Billing Settlement Agreement may be executed in
counterparts and by facsimile.
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IN WITNEESS THEREOF, the Parties have caused this Confidential

Billing Settlement Agreement to be executed asofthisday ___ of September
2000.

McLeodUSA Incorporated Qwest Corporation

By: By:

Title: Title:

Date: Date:

Approved as to legal form

m 2000

S
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10.

PRIVILEGED & CONFIDENTIAL - FOR DISCUSSION PURPOSES

Outline of Major Terms
September 19, 2000

Q will provide billing tapes to allow M to bill access charges starting with usage for the
month of October (or possibly September - Q to confirm) and going forward. M will not
charge Q access rates on M platform lines at a rate higher than the rate Q charges M. Q will
pay M [$18 million] to settle a past billing dispute over access charges for the [2d & 3d]
quarter of 2000 and a release of claims for a new M platform from the date of M's request.
M will pay Q [$29 million] for conversion and termination fees associated with the changes
to a new M platform created by the parties. (Judy and Stacey to work on platform issues and
details) (Audrey needs to confirm whether 2d quarter settlement is available).

Q will offer v.m. & DSL (& .net - to be confirmed by Q) to M region-wide at retail rates,
subject to paragraph 6. In addition, if any new products offered by Q the parties will meet to
discuss product offerings through a business-to-business relationship.

Q will develop state-by-state M local platform pricing for services (including & not limited
to loops, ports, features, etc.) for a 36 month period (M to identify features it desires to sell
and provide to Q by 9/22) (Q to provide pricing by 9/29).

M will provide information to allow Q to develop LD rates by 9/22 and Q will provide LD
pricing by 9/29.

Within 2 days after receipt of pricing, M will deliver a forecast based on the rate information
and will propose a 36 month total revenue commitment to Q (including revenue from all
services and products purchased by M from Q, including & not limited to new M platform,
resale, LD, Private line, v.m., DSL, DIA, etc.) with a firm, substantial portion of the total
commitment in the form of “take or pay.” In the event of significant competitive pressures,
the parties agree to provide for a review of the pricing. The parties will address a review of
the ‘take-or-pay’ amount in the event Q can not or does not provide services substantially in
accordance with the agreement.

Based on the proposed commitment by M, within 5 business days, Q will propose volume
and term discounts based on quarterly revenue targets, to be paid back to Mby Qona
quarterly basis.

As a condition to Q completing this transaction, M must take a neutral stance on Q27
relief and agree to develop a joint press release with Q announcing this arrangement. M and
Q will work jointly on service standards. This is a material provision of this agreement.

The parties will continue to work on a program for securitization of receivables to allow
capitalization by M (Audrey is working on these details and will provide input by 9/29).

The parties will continue work on an agreement to address M trunking needs. (Audrey to
investigate pricing issues and provide ideas for how M can help address these issues and M
needs to update LIS forecast by 9/29). -

The parties will develop a clear escalation process to address problems, issues, disputes and
concerns raised by the parties. NONPUBLIC DOCUMENT
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IN WITNEESS THEREOF, the Parties have caused this Confidential
Billing Settlement Agreement to be executed as of this day 27 of September
2000.

Trade Secret Data Ends]
McLeodUSA Incorporated Qwest Carporation
By: 44:@ By: %/\
Titte: ___FoP/erp Tite: __EVP - Whelesae Markefs

| Date: 9/249 [0 Date: 9 / x9fop
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MINNESOTA
DOCKET NO. P421/Cl1-01-1371
AND P421/C-02-
[Trade secret data begins ' ) DOC- eél —C:zj.L]g?
ATTACHMENT: (4

From: Hansen, Steven Q [steven.hansen@qwest.com)]

Sent: Thursday, January 17, 2002 8:10 AM

To: Comelsen, Rodean

Cc: Szeliga, Robin; Berman, Scott; McKenney, Audrey; tbarra Jr, Arturo; Reed, Stacy
Subject: FW: McLeod Payment

Scott,

Please use this as authorization for the release of the payment to MclLeod.
Questions, please call me at 303-294-4543. Thank you.

Steve

Steven Q. Hansen
Vice President

CFO - Wholesale Markets
Phone: 303-294-4543
Cell: 720-312-7798

————— Original Message=~--~--

To: Szeliga, Robin
Cc: McDermett, Kris; Graham, Grant
Subject: McLeod Payment

Robin,

>
> From: Szeliga, Robin

> Sent: Wednesday, January 16, 2002 10:19 PM

> To: Hansen, Steven Q

> Subject: RE: McLeod Payment

> .

> Thanks for keeping me informed I am good to go Could we look at whether
> they would like to renegotiate this given their financial status Maybe

> they could use something else and we could structure a better deal

>

> e Original Message-----

> From: Hansen, Steven Q

> Sent: Wednesday, January 16, 2002 4:00 PM

>

>

>

>

>

>

>

The request for the $5.9M payment to Mcleod is a result of a take or pay -
commitment made in conjunction with service agreement between Qwest and B
McLeod. Originally McLeod had signed a $480M 3-year deal for services

with Qwest in October of 2000. We enlisted there support on regulatory,

legal, 271 and other matters of consulting for a $48M take or payment

commitment over the same period. This payment is for the time period of

July through September. We will make similar payments on a quarterly

basis. We have a similar deal with Eschelon. These commitments are all

part of the partnership known as UNE-Star.

>
>
>

>

>

>

>

>

>

> It is my understanding that you are to be informed on all payments over

> $1M before treasury will process. Would I be correct then in assuming

> that the best way to handle these going forward would be to submit the ;
> explanation to you for e-mail approval, have Grant sign on these once you

> have agreed and then process to treasury? I will ensure we follow .
> whatever procedure you have outlined. i
>
>
>
>
>
>
>

Steven Q. Hansen .
Vice President NONPUBLIC DOCUMENT 4

CFO - Wholesale Markets
Phone: 303-294-4543 CONTAINS TRADE SECRET DATA
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Summarv of Qwest agreement package

A series of four agreements running through 12/31/03, which provide a special
unbundled platform to MCLD. The new platform is considered and unbundled
loop and switch port combination. The agreement included a one-time conversion
payment of $43.5 million (capitalized) to seamlessly converts all ex1stmg business
and Centrex (iticl. Res) lines to the new UNE-M platform. There is no
requirement to disconnect or reconnect customers. We are actually converting
our existing platforms to a new platform in name only.

The new UNE M Platform allows MCLD to collect access revenues starting
October 1, 2000 on its busmess and Centrex-residential lines. These revenues are
s sLionpangionn. The Platform also provides new state
rates approxmmtaly 25% below 1FB lcvels and is similar to UNE-P rates. The
estimated savings are approximately $500,000 per month. The rates are flat for
the first average 525 minutes, w1th additional fees for addmonal averagc usaﬁc o)

specxﬁcd dmcounts for resxdentxal service other than in existing Centrex common
blocks.

Under a highly confidential agreement, we also receive a revenue/purchase
commitrent from Qwest based on the following :

Year MCLD expenditures with O Q expenditure with MCLD

2001 $178-188 million 6.5% of total MCLD expenditures
$188-198 million ‘ 8% of total MCLD expenditures

: over $199 million 10% of total MCLD expenditures

2002 $199-230 million ‘ 8% of total MCLD expenditures
over $230 million 10% of total MCLD expenditures

2003 $199-250 million 8% of total MCLD expenditures
over $250 million . 10% of total MCLD expenditures

VT Hel S 52

o

OHERHNAR

The platform includes the offering of the resale of voice messaging and DSL at
retail rates.

The package includes a settlement of our claims for conversion to a UNB-P
platform during Q2 and Q3 2000 by Qwest paying us FRBE e e

Includes a 3 year, $480 million take-or-pay commitment by MCLD. The
commitment is spread over 3 years and has annual commﬂments but total MCLD
expenditures over 3 are cumulative. 480 million of revenue to (28 AT I

e AL |
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X.

ERITERE G- We forecast about $750 million aver expenditures
over the same penod and mcludcs in-region and out-of-region, local and long
distance purchases.

The agreement provides that the parties will meet to establish an implementation
process mcludmg service levels and metrics for service. Until the implementation
process is established, existing DMOQs under existing interconnection
agreements eontinue in force. If disputes arise the parties will utilize and agreed
escalation process including three levels of management (up to CEO level) and
arbitration. If escalation is not successful, MCLD may bring an action in federal
court to recover its actual damages.

If Qwest performs, McleodUSA agrees not to objcct to Qwest applications for
271 approval.

9'- : ZeAan - 2
EBITDA for 2001 +$40 million. (Excludes posslble 1mpact of treating this
as a lease of assets)
Additional sales in Qwest region in about 700 CO's
Incremental out-of-region opportunities (SplitRock and CapRock) and LD
Reduced capital - Not yet quantified
- Beginning of improved relationship with Qwest — not yet quantified

Risks:

Local usagc substantially higher than a 525 minutes per line per month
average drives rates up quickly.

We will do not have traffic exchange agreements with other CLECs who
may attempt to collect recip comp from us.
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Dats Besi Service and Billing Agreement|Used in licu of a side lester}
|Trada Secrst Data Begins

This Seryice and Billing Agreemem ("SBA") is made and entered nto by and herween
McLeodUSA Incorporated and its subsidiaries ("McLeodUSA™) and Qwes; Communications
Imernational Inc. and its subsidiaries (For this document I assumed this was the Qwest ultimare
parent and is an unregulated endly. ] ("Qwest™) (collectively, the “Parties”) on this }i% day of
October, 2000 /7 suggest we date this agreement one day after the Amendment to Intercon
Agrmrs)

Effective Ociober v 2000 the Parties entered into an Amendment to 3l
Intercannartiann Agresmantc botwasn thian, uvw iu cfTeut ur entereg into pnar to PDecember n,

2003 (the “Amendment™). Based on the Parties ability 10 negotiate and enter imo tha

SBA. The Parties have entered in 10 enter into this SBA 1o facilitate and improve their business
and operations} activities, agreements and relationships. In consideration of the covenants,
agrecments and pramises contained below the Parties agree to the following:

) This SBA 15 emtered into between the Parties based on the following conditions. which
are a material part of this agreement

il Mel anil IS A has purchaced, as of the cnd ul cach ul the last 2 calenoar years, at
least xx,000 loca) exchange lines for rasale from Qwest (throughout the 14-stare area where
Qwest is an incumbent local exchange carrier).

L2 Qwsst und McLeodUSA cwrently have an agreement, on 2 region-wide basis, to
enter into agreements for the exchange of local traffic on & “bjll and kesp” basis, which provides
for the mutual recovery of costs through the offsetting of reciprocal obligations, for local
exchange waffic which originates with a customers of one company and terminates 10 a customer
of the ather company

i.3  The Parmies wish 1o establish a business-to-business relationship and have agreed
that they will attempt 10 resolve all differanca Ar iscuee whish may arige under tus SDA. o8 well
a5 iy other agreement between any McLeodUSA company and any Qwest company, under the
escalation process in this section The Parvies agree 10 utilize the following escalation process
and time frames to resolve ai differences or issues which may arise under any agreement
between any McLeodUSA campany and any Qwest company, and not proceed to s higher level
of dispute resolution unti) completion of the prior level, and 10 complete all Javels before filing a
proceeding before any coun or administrative ar 8overnmental body-

L3} Level |- Vice Presidems 10 busiress days
(Swuacey Stewary) udy Tinkham or successorsi

P53 Level2. Group/Semor Vice Presidents 10 business davs
(Plalie Flilie.. Q) -5 Casey wi yuLLESSOrY)
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13.3 Level 3 . CEQs/Presidents 3 business davs
(Steve Gray/Joe Nacchio or successors) A

.34 Level 4 - Arbitration according to the provisions of the Agreement.

1.5.5 Ifthese steps do not resolve the dispute, then either party may initiate
litigation in federal coun. The Parties agree the extlusive venye for civil count actions by
McLeodUSA is the United States District Court in Denver and the exclysive venue for
civil coun aglions hv (rwesr ic the 1 nitad State0 Distrios Cournrin Coda, Raplds. 1fany
final order of dismissing a case is entered the court, and not reversed, then the party
bringing the action shal| be responsible for the reimbursement of reasonable atromeys

14 Ths SBA shall be bindiag on Qwest and McleodUSA and each of their
respective subsidiaries, affiliated corporations, successors and assiyns

1.5 This SBA ay be amended or gltered only by written instrument sxecuted by an
authonized representative of botk Pantjes.

} 6 The Parties, intending to be legally bound, have execyred this SBA effective as of
October 1, 2000, in multiple counterpans, each of which is deemed an original, but all of which
shall consutuie one and the same instrumenr

1.7 The term of this SBA will be the same as the term of the Amendment and both
ngreamanre will terminato conourrently. Tlix SBA und e Amenamens can only be terminated
in the event of

170 a miaeniy) change in the current percentage of lines purchase by
McLeodUSA is each of the various pricing zones of Qwest:

1.7.2 . the dverage retail business rates scross all Qwest states fall 1o within 20%
of the average of the rares oftered to McLeodUSA on Attachment 3.2 to the Amendment:

.73 a material breach of the terms of the Agreements or this Amendment
which reaains unresolved and uncompensated following application of the dispute
resolution provisions of this agreement:

NONPUBLIC DOCUMENT
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L.7.4  a macerial change in the telecommunications industry not resulting from
any actions within the control of either party; or

1.7.5  either parny giving written notice of termination at least six (6) months
prior 10 the end of the Initial Term or any Successive Term.

t.8 Al factus] preconditions and duties set forth in this SBA are, are intended 10 be,
and are considered by the Paties 10 be, reasonably rejated vo, and dependent upon each Other

1.9 If either party's performance of this SBA or any obligarinn undar thic CRa e
preveiiied, TeSTNCLeq or intertered with by causes beyond such Parties reasonable control,
including but not limited 10 acts of God, fire, explosion, vandalism which reasonable precautions
could not protect against, starm or other similar occurrence, any law, order, regulation, direction,
action or requist of any unit of federal, state or local government, or of any civil or military
authority, or by national emergencics, insurrections, riots, wars, supplier failures, shonages,
breach or delays, then such party shall be excused from such performance on a day-to-day basis
r. .\e extent of such prevention, restriction or interference (1 “Force Majeure”)

callocation services

i1l This SBA is not, and is not intended |o be, an amendment 10 an interconnection
agreement, however, either party may, at any time, demand thas the other party make any
provision of this SBA that is contrary to, or in any way inconsistent with, any Interconnection
Agresment botwega the Pa Lies, wi aiy Of thetr Subsicianes, an amendment 10 each of such

Interconnection Agreements and the other party will immediately cause the ppropriste corporue

entity 10 exccute such an kmendment. The Parties that time is of the essence in compliance with

this section and that failure to comply would cause immediate and severe damage 10 the other &/
pany acknowledge that meney damages can not adequately remedy and, therefore, upon faiiure
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21 To péy Qwest the $38.5 million for conversion fres and termination charges
required by the Amendment.

2.2 To purchase from Qwest, or ane of its affiliats corporations, during the Inmjal
Term of this SBA, at least S480 million worth (excluding any amounts paid to McLeodUSA

pursuant to Sectin 3 2) of telecommunications enhaneed nr information 2orviens; netwuih
elements, intercomnection or collocation services or elements, capacity, termination or

origination services, and switching or fiber nghts (“the Products”), | at prices provided in
Attachment 3.2A 1o the Amendment, including the best available pricing for wholesale long
distance services, subject 10 the terms of this section 2.2,

2.2,1 Subjea to the provisions of this section 2.2, by December 3 1, 2001,
MclLeodUSA will purchase 2 minimum of $150 million of Products and in the event

payment 1o Qwest, no later than lanuary 18, 2002, in an smount equal to the difference
between actual purchases and ths minimum

23.2  Subject ve the piuvisiuny Ll IS Section 4.4, by December 31, 2002,
McLcodUSA will purchase a minimum of $310 million of Products, and in the event
purchases by McLeodUSA do not meet this minimum, McLeodUSA agrees 10 moke a
payment to Qwest, no later than January 15, 2003, in an amount equal to the difference
between sctual purchases and the minimum;

2.2.5  Subject 10 the provisians of this section 2.2, by December 3 1, 2003,
MeLeodUSA will purchase a minimum of $480 million of Products, and in the event
purcheses by McLeodUSA do not meet this minimum, McLeodUSA agrees to make a
payment to Qwest, no later than January 15, 2004, in an amount equal 10 the difference
berween actual purchases and the minimum,

©eT  LUS BULmUm purcnase requirements provided in this Attachment shall be
reduced propontionally for cach of the following which occur

2241 Areduction in the rates for any of the Products, by agresment
or otherwise

224.2  Any of the Products are no longer offered

2243  Any sale of current Qwest exchanges

2244 Anydelay in the delivery of an ordered Product (which shall
reduce the minimum dojlar for dollar for Products ordered but not delivered)

2.2.4.5  Any outage or stare of “out of service” when Products have
been ordered or requested

2.24.6 Release, sale, transger or relinquishment of &ny current
coliocation back to Qwest,

2245 McLeod(/SA 't hiciness is prevented, rostricred or interfe, e
with by a Force Majeure as descrided in section ] 9.

Y Changes in technology eliminating the need for certain services
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provided by Qwest

2.2.5 The take or pay purchase requirements of this section tre conditiorred on
the approval of the Amendmenr in each of the 14 sutes where Qwest is an incumbent
local exchange carrier.

2.3 To maintain, throughout term of this SBA, no fewer than 0,000 local exchange
lines per year purchased from Qwest throughout the territnries where (Quiect o ourrontly. the
lucumoent Jocat exchange service provider, for the purpose of providing service to
McLeodUSA's customers. For purposes of this provision, local exchange lines purchased
include lines purchased for resale and unbundled loops, whether purchased alone or in
combination with other nerwork elements.. This minimum line commitment will be reduced
proportionally in the even Qwest sells any exchanges where it is currently the incumbent local
exchange service provider

24 To maintain, during the term of this SBA no fewer than x,000 local exchange
lines purchased from Qwest in each state where Qwest is currently the incumbent Jocal exchange

service provider, for the purpose of providing service to McLeodUSA's customers. This
miInimiim line commitment will be »oduomd poputiunally I te even Ywest sells any exchanges

where it is currently the incumbent loca! exchange service provider.

24 Yo place orders for the product offered in this SBA, and for features associated
with the product, using (st McLeodUSA 's option) either IMA or EDI electronic inzerfaces
offered by Qwest, to the extent that those interfaces adequately support the product. Orders
placed electronically through a third party acting on behalf of McLeodUSA ars in compliance
with this requirement

S Toremain on a “bill and keep" basis for the exchange of local traffic with Qwest,
throughout the termitories where Qwest is curtently the incumbent local exchange service
provider until December 3 1, 89292,

2.6 Toenwerinto and maintain interconnection agreements, or one regional
agreement, covenng the provision of Praducts throughout the entire temitory where Qwest is
currently the incumbent local exchange service provider, except in those exchanges sold by
Qwest.

3. In consideration of the agreements and covenants set forth sbove and the entire group of

covenants provided in section 2, all taken as a whole, with such consideration only being

f;qu;te if all such agreements and Covenants are made and are enforceable, Qwest agrees to the
| fallowing:

3l To waives and relegse alj ¢harges and liahility, ather than thooo deseribed in
Section Z.1, associated resale produats purchased from Qwest prior to the effective date of this
SBA or for converung or terminating McLeodUSA services purchased from Qwest for resale to
the UNE/switch port and loop combination product described in this SBA
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- 3.2 Toincrease its purchases from McLeodUSA, or one of its affiliste corporations.
auring the term of this SBA, to the minimum amount of telecommunications, enhanced or
mformation services, network elements, interconnection or collocation services or eiements,
cApacily, termination or origination serviccs, switching or fiber righits (“the Producis™) as
described 1, and subject to the terms, attachment 3.2 o~

3.5 Toremain on a “bill and keep" basis for the exchange of local wraffic with Qwest,

throughout the territories where Qwest 1s currently the incumbent Jocal exchange service
provider untii December 31, 2002,

Made and entered into on the date writen above by McLeodUSA and Qwest

McLeodUSA Imcorporsied Qwest

gm'i;;d.b’:g;amre - - Autho?i?ed Signatu;; Tt

Mx—r-nc- P}nfi;(‘e:i;’_fwcd ) ' .;*Inme Printed/Typed T

Tie T Title -

I_)Tuz » Date o
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L Sup)ect (o the provisions ol tus Attachment, the amount of Qwest's commitment to
increase n purchases, based on prices set by McLeodUSA in accordancs with law and
any other agreement between the Parties, will be that amount required o product margins
for McLeodUSA in the amounts described below:

MeleodUSA purchases Margin Production Commitment
2001: $178-188 million 6.5% of total emount of McLeodUSA purchases
5188-198 million 8% ot total amount of McLeodUSA purchases
over $198 million 10% of 1otal amount of McLeadUSA purchases
JUGR. L122-220 wallivn 678 Ul [UTH 3MOUNT OF MELEOGUSA purchases
over $230 million 10% of toral amount of McLeodUSA purchases
2003: 5199-250 million 8% of total amount of McLeodUSA nurchases
~over 8250 million - 10% of total amount of McLeodUSA purchases .

il in the event purchases by Qwest are not increased to the proportionate quarterly level of
ne commitment described above, based on the proportionste purchases of McLeodUSA
under this SBA, Qwest will pay the difference between make its actua! increased
purchases and committed increase by the end of each calendar quarter. In the evenr of
chanyes during the course of the year. the sammitted purchates and quarterly pavmonen
will be balanced at the end of the year based on the annual figures provided above

Ui It McLeodUSA does not reach the purchase levels provided above then there is no
inureased purchase commitment by Qwest

NONPUBLIC DOCUMENT
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INTERCONNECTION AGREEMENT AMENDMENT TERMS "] {3 dus
Matters subject 1o regulatory review are included in oﬂ— ~ .

This Amendmem Agrcement
McLeodUSA Telecommunications §

~esvid ] ; v i
»

(*Amendment”) is made and entered

INt0 by and hetween sm
ervices, Inc. ("McLeod™) and Qwesl‘C

orporanion : /

“Qwest™) (collectively, the “Parties

M"‘W{ ") on this i;*ﬁ_ day of October,
2000. /I recommend dating this the day before the Service and Billing Agreement /]

iie Parvies agree to drafi-and-le this Amendment s an amendment te-
to~mend-ail Interconnecti

emeny (“Agreements” and, singularly, “Agreement”) hetween
them, now i effect or niered into prior fo December 31, 2003, with the Amendmant containing
ihe folluwing provisions -

R )
Yot s "emanmant

entered in1o between the Parties based on the following conditions, 22!/ of

i IOV ATV oI A s rnd gy

2277 Peu et

i This Amendment (s

vilvigd hea waavanal

£ SN McLeodUSA has purchased, 15 of the end of each of th!.qm 2 calendar vears, ar /0/// Oe
icast ax,. local exchange hnes for restle from Qwest (throughout the 14-stare ata where 13(3; /a :
Qwesty a,, wicumbent local exchange camer) :/_ Yt dstel ~
Z BEV NNV *‘"’l d)
t~  Qwestand McleodUSA currently ha'

Ve an agreement, on a region.wide basis te
tor the exchange of loca triffic on 8 “bill and keep" basis,

L i1 1]

which provides

{or the murual fecovery of'costs through the offsetting of reciprocal obligations, for local

4 exchange tratic which originates with a customers of one company,_and such company uses jr !

J:’:y 1071 and terminates to a cusiomer of the other company. ‘

Y]

~ i,

,)"‘\*\ 1.3 “I'he Panies wish 1o cstablish & business-to-business relationship and have agreed 3y
v i’ that they will snempt 10 resolve al differences or issues that may arise under the Agreements or »

% thig Amendment under the escalgtion process i

L . . | \H:LJ’
bt e — Creement: ' dg ‘Vl
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Settlement Agreement

This Settlement Agreement (this “Aereement”™) is dated March 1. 2002 (the
"Effective Date™). and is between Qwest Corporation. a Colorado corporation ("Qwest 1. and
Eschelon Telecom. Inc.. a Delaware corporation (“Eschelon™). Qwest and Escheion ars referred
to collectively as the “Panties™ and individually as the “Parv.”

‘Whereas. Qwestis an incumbent local exchange camer operating n the states of
Anzona. Colorado. Idaho. lowa. Minnesoia. Montana. Nebraska. New Mexico. Nonir Dakota.
Oregon. South Dakota. Utah. Washingion. and W voming:

Whereas. Eschelon is a competitive local exchange carrier operauing 1n the states
of Arizona. Colorado. Minnesota. Oregon. Utah. and Washington. as wel] as Nevada:

Whereas. each of the Parues seeks 10 avoid delav and costly litigation and to
resolve certaimn issues in dispute.

Qwest and Eschelon thersfore agree as follows:

I Definitions \Wher used in this Agreement. the following terms have the

following meanings:
“Act” means the Telecommunications Act of 1996,

" means camier access billing svstem.

~

AB

w

“Claims™ means. individually and collectively. each and every claim. action,
causes of action. suit. demand. damage. judument. execution. cost. expense. liability.
controversy. seloff. omission. and loss of any kind whatsoever. whether known or unknown,
whether in law or in equity. inciuding any related interest expenses that may have accrued in
connection therewith. from the beginning of ume through February 28. 2002. that Eschelon or
Qwest has. had or may have aguainst' the other Pamy anising out of the Disputes through February

28.2002.

“Disputes™ means. for the ume peniod through February 28. 2002: (1) disputes
concerming service credits: (2} disputes vonceming consulting and network-related services
‘provided by Eschelon 1o Qwest. (31 CABS disputes concerning switched access minutes of use;
(4) disputes concerning pavment of UNE-E line and UNE-E Non-Recurring Charge credits; and
(3) disputes concerning Eschelon’s claims ot anu-competitive conduct and unfair competition.

“Interconnection Agreemen:” means the interconnection agreements and all
amendments thereto filed with the PUC 1n cach state in which Eschelon obtains services and

facilities from Qwest.

"PUC™ means state public utility commission.

03/06/02 10:40 AM
Settlement Agreement
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“Terminated Aorsemenis™ has the meaning set forth In paragraph 3(b) beiow

"LNE-E" means Unbundled Nerwork Element - Eschelon. a product purchased
by Eschelon under its Interconnection Agreement. as amended in November of 2000 and Julv

and August of 2001.
“LNE-P" means Unbundled Nemwork Element - Platform.

2. Release of Claims. fa) For valuable consideration 10 be paid by Qwest 1o
Eschelon as provided in Paragraph 3(a) below. Eschelon hereby fully waives. releases. acquits.
and discharges Qwest and is associales. owners. stockholders. successors. assigns. partners.
parents. insurance carriers. bonding companies. affiliates and subsidiaries. and each of their
respecuine directors. officers. agents. emplovees and representatives from any and all Claims
anising out of the Disputes through February 28, 2002

(b In consideration of the wajver and release described in Paragraph 2(a)
above_Qwest hereby fully waves. reieases. acquits. and discharges Eschelon and jis associates,
owners. stockholders. successors. d5s1¢ns. panners. parents, insurance carmers, bonding
companies. affilates and subsidianies. and each of theyr respective directors. officers, agents.

employvees and representatives from any and all Claims arising out of the Disputes through
February 28 2002

3 Actions 1o be Taken The Parties shalj undertake the following actions:

(a) On the Effective Date. Qwest shall provide pavment. using credits,
to Eschelon in an amount equal 10.57.912.000. with offsets as follows: (1) apply $6.380.000
against UNE-E charges and associated charges that are not disputed by the Panies as of February
28.2002: and 1) apply and credit S1.332.000 — which sum represents $7.912.000 less
56.580.000 — against all current and non-disputed invoices that are pavable by Eschelon to
Qwest. Eschelon shall determine how the offser amounts in each of clauses (1) and (i1) will be
applied and shall so designate in wnung to Qwest within ten days of the Effective Date.

(b) For convenience and various reasons. the Parijes herebyv terminate
the following agreements ("Terminated Avreements™). as of the Effective Date:

(1) Feature Letter dated November 13,2000,

(2)  Implementauon Plan Letter dated November |3, 2000:

(3) Escalation procedures and business solution letter dated November 15, 2000:

(4)  Confidential Purchase Agreement dated November 15, 2000;

(5)  Confidential Amendment to Conndennial Trade Secret Stipulation dated November 15,
2000;

(6)  Third Amendment 10 Confidential Trade Secret Agreement dated July 3, 2001;

(7). Status of switched access minute reporuing letier dated July 3, 2001; and

(8) Implementation Plan dated July 31.2001/August 1, 2001.

03/06/02 1040 AM
Settlement Agreement
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(c) Attachment 3 to the Implementation Plan dated Julyv 31,
2001 August 1. 2001 relauing to UNE-E will continue to bind the Parties unless the Parties agree
otherwise in a writing executed by both Parties. Eschelon agrees that Qwest will file this
Attachment 3 as an amendment to the Interconnection Agreement.

(d) The Bilhng Usage letter dated November 13, 2000 will be
terminated when the Parties agres the manual process is terminated and Eschelon moves 1o the
mechanized process described in Paragraph 3(g) below. ’ :

v

(e) Qwest shall make the UNE-E offering and exisuing business
processes related to the UNE-E offering available to Eschelon through the current term of the
- Interconnection Agreement Amendment Terms dated November 15. 2000.

(N Within ten davs of the Effective Date. the Panies shall form a joint
team. The purpose of the joint team shall be 1o develop a mutually acceptable plan (the “Plan) 10
convert UNE-E lines 1o UNE - P. Qwest and Eschelon shall use best effons 1o cooperate in '
converting UNE-E lines to UNE-P 1n accordance with the Plan..

(2) Qwest and Eschelon shall work closely together in moving
Eschelon from a manual to a mechanized process so that Eschelon can bill for access on UNE-P.
The Parues shall work closely for 60 days 1o validate working telephone numbers and associated
minutes of use. and will terminate the manual process after these 60 davs with the consent of
both Parues. If the paruies are unable 1o agree on the date of the termination of the manual
_process. then the Paniies shall foliow the procedures described in paragraph § below-.

(h) Level 3 Escalauon. Upon execution of this Agreement. Eschelon’s
February 8. 2002 request for a Level 3 escalation will be deemed ermanently withdrawn.
) q P )

ER Successors and Assims. The terms and conditions contained in this
Agreement shall inure to the benefit of and be binding upon. the respective successors. affiliates
and assigns of the Parties.

5 Assignment of Claims. No Panv has assigned or transferred 1o any person

any Claim. or portion of anv Claim. released or discharged by this Agreement.

6. Filing of Agreement. The Panies agree that negotiation of this Agreement
1s subject to Rule 408 of the Federal Rules of Evidence. and similar rules at the state level.
Notwithstanding the foregoing. nothing in this Agreement shall prevent a Party from asserting a
claim against the other Pany 1o enforce this Agreement and nothing herein shall bar a Panty from
filing this Agreement as it deems necessary and appropnate in order to comply with state or
federal law. or in connection with a relevant legal or regulatory proceeding in which Qwest or
Eschelon is a party. Qwest and Eschelon expressly contemplate that this Agreement will be filed

03/06/02 10.40 AM
Sertlement Agreement

Page 3 of 6 Ql 10655

\\ADC - 66983 /45 - @ 1488679 v2



with the PUCs 1n tts region in states where Eschelon is cemified and has an Interconnection

agreement.

Enure Agreement. Amendments. This Agreement constitutes the entire
agreement between the Parties. This Agreement can be amended or changed only in a writing or
writings executed by both of the Pantes. except that this Agreement must not he amended or
modified in any wav by electronic message or e-mail communications.

S Dispute Resolution. Each Pary reserves its rights to reson 1o all
remedies. including seeking resolution by a PUC or a court. agency. arbitrator. or regulatory
authonty of competent junsdiction.

9. Notices. Except as otherwise provided in this Agreement. every notice or
other communication 10 a Pany required. permitied or contemplated under this Agreement must
be in wrinng and (a) senved personally. in which case delivery will be deemed to oceur at the
time and on the day of delivery: (b} dehvered by certified mail or registered mail. postage
prepaid. retum receipt requested. 1n which case delivery will be deemed 10 occur the davitis
officially recorded by the U.S. Postal Service as delivered to the intended recipient; or (c)
dehvered by next-day dehverv 1o 2 U.S. address by recognized overnight delivery service such as
Federal Express. m which case delivery will be deemed 10 occur upon receipt. Upon prior
agreement of the Parues” designated recipients identified below. notice may also be provided by
facsimile. Except as otherwise pravided in this Agreement. every notice or other communication
must be dehvered using one of the altemanves mentioned In this paragraph and must be directed
to the applicable address indicated below or such address as the Party to be notified has

designated by uiving written notice 1n comphiance with this paragraph:

Ifto Qwest: 1 10 Eschelon:
Qwest Corporation Eschelon Telecom. Inc.
Attenuon: Genera) Counsel Attention: General Counsel
1801 California Street. Suite 3200 T30 2™ Avenue. Suite 1200
Denver. Colorado 80202 Minneapolis. MN 55402
Tel: (303)672-2700 ~ Tel: (612)436-6692
Fax: (303) 293-7046 Fax: (612) 436-6792
10. No Waner The Puniies agree that their entering into this Agreement is

without prejudice to. and does not wan e, any positions they may have 1aken previously. or may
take in the future in any legislatn e, reeulatory. judicial. or other forum addressine any matters

other than the Claims.

11. No Admussion The Pares acknowledge and agree that they have
legitimate disputes relaung 10 the issues described in this Agreement. and that the resolution
reached in this Agreement represents a compromise of the Parties” positions. Therefore, the
Parties deny any wrongdoing or habihty and expressly agree that resolution of the issues

03/06/02 1040 AM
Settiement Agreement
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contained In this Agreement cannot be used against the other Partvin any manner or in an\
forum (except for claims related to breaches of this Agreement).

12. Counterpants. This Agreement may be executed by facsimile and in
counterparts. each of which is an original and all of which together constitute one and the same

mstrument.

EXECUTION PAGE FOLLOWS

03/06/02 1040 AM
Settlement Agreement
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Counterpart Execution Page

Settlement Agreement

The undersigned are executing this Settlement Agreement on the date stated 1n the
introductory clause.

QWEST CORPORATION

-
LN
!

By ,t/i'.L [ N
Name: Dana Fihp
Title: Senior Vice President

ESCHELON TELECONM. INC.

By . \L)M‘jlﬁfvﬂ»

Name: Chifford D. Williams
Title: Chief Executive Officer

03/06/02 10:30 AM
Settlement Agreement
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M Z Lyle Patrick
: 07/23/2000 05:03 PM
C—— To: James T. Balvanz/MCLEOD@MCLEOD, Joseph P. TerflerMCLEOD@MCLEOD, Jamie J.
o LoclVNorth'MCLEOD@MCLEOD . .-.. .
cc: Joseph H. Ceryanec/MCLEOD@MCLEOD

St.;bject: Re: Overview of Qwest Mtg

FY1, and it looks like some "assistance work™ coming your way.
Forwarded by Lyle Patrick MCLEOD on 07/23/2000 05:19 PM

s

:* Zw Stephen C. Giay —_—
07/21/2000 04:56 PM v

To: Clark E. McLeod/MCLEOD@MCLEOQD, Roy A. Wilkens/MCLEOD@MCLEOD

cc: Lyle Patrickk MCLEOD@MCLEOD

Subject: Re: Overview of Qwest Mtg

Net, net.......
A very good meeting with Q. Time will tell how effective.......
SCG

Forwarded by Stephen C. Gray/MCLEOD on 07/21/2000 05:06 PM

C

277 Blake O. Fisher
: 07/20/2000 12:21 PM

To: Stacey D. Stewar/MCLEOD@MCLEOD, Randall E. Rings/MCLEOD@MCLEOD
cc: Stephen C. Gray/MCLEOD@MCLEOD
Subject: Re: Overview of Qwest Mig [

Stacy, | think your recap is good. | have the following additional observations and recommend we geta
joint plan together covering the what by when by who.

I have copied Steve for his information.

Business Philosophy: v

e  Go forward transactions make good business sense for both parties (win,win)

®  Work toward a long-term relationship

e Quest is primarily focused on wholesale, McleodUSA on retail market share.

Phase 1 Activities

1. Make clear to Quest that the Une -P platform is partially of interest because of access revenue.

2. Identify CO's assuming Une-P economics that we could add (also assume DSL and voice messaging
would be available). | estimate that 80 to 85 ales people could replace the revenue loss to Quest of
lowering our resale prices to Une-P in twelve months,

3. Identify CO's that we would consider leaving on -switch for Quest with Une-P pricing.

4. Talk with Quest next week about moving to a proposal that could include volume discounts.

e

D e -

Phase 2 Activities

T T T eeiah
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"= He wants to 'cut a deal’ on line cost, period.

1. Get commitment on trunking needs.
2. Get cage delivery schedule based on 45 day time frame rather than 90.
3. Establish clear process and escalation Procedures within both network orgs.

Phase 3 Activities

1. Out of region LD opportunities

2. Joint build possibilities.

3. Splitrock needs. Maybe they could help with in-region IMT's

Phase 4 Activities

1. Randy to contact Steve Davis.

2. Identify filings that are "anticompetive' and escalate ,
3. Understand go forward pricing and regulatory agendas.
4. Possible 271 discussions. .

Stacey D. Ste\@(art

{7 A StaceyD. Stewart
- 07/20/2000 10:12 AM

To: Blake O. Fisher/MCLEOD@MCLEOD
ce: Stacey D. StewartMCLEOD@MCLEOD
Subject: Overview of Qwest Mtg

Blake,Randy

Below is a recap of what we discussed yesterday along with a list of action items. Can you review and
give me some feedback.

Attendees: Greg Casey, Executive Vice President Wholesale, Qwest
Judy Tinkham, Vice President (regulated) Wholesale Services
Joe Dalton, Vice President (unregulated) Wholesale Services
Audrey McKenney, Vice President Wholesale Markets Finance
Blake Fisher
Randy Rings
Stacey Stewart

Openings Comments:

- Casey expressed Qwest's desire to leverage’ the wholesale markets much more going forward

- He said he wanted McLeodUSA to be ‘flagship’ wholesale carrier in their footprint

- They want to provide additional services at reasonable rates

- They want us to be successful, since there belief is that 'if McLeodUSA is successful then Qwest would
be successful’. , ‘

- He declared that USWest is dead and Qwest is in charge and their mindset is not as an RBOC

- They clearly understand the importance of wholesale business

- They want to leverage McLeod across their footprint especially in smaller markets

- To help prove that they're serious, they have dropped 17 of 21 pending commission complaints across
the region and the rest soon. -

- They want to form a business to business relationship or more like it should be a vendor to customer

- relationship in region.
© e If they're still issues lingering, he wanted them identified and detailed (product, pricing, functionality)

- They're impatient, they want results so they want to begin taking action

CONFIDENTIAL



Other discussion items:

- Opportunities for co-construction

- Network sharing

- Delivery issues

- Out of region desires, SplitRock specific

- Open discussions, unless both parties agree it's 'on the record’

Assessment;

- Cautiously optimistic

- Same conversation we had with Kelley months ago (but this was during Sol reign)

- They seemed sincere about writing down their revenue for the prospect of added revenue in region and
especially out of region

- We need to be sure we ask for exactly what we want, because we may just get it and then we have
nobody to blame but us.

- DSL and VM resale would be a great addition to the mix.

- Even though it appears that we'll get some nice bones, we need to negotiate on every detail

- It would sure be nice working business to business without every concem being regulatory.

- Only time will prove their claims '

Plan:

- Phased approached recommended (could happen in parallel)

- Phase 1- Centrex/UNE-Z Pricing proposal

- Phase 2- Network to Network discussions

- Phase 3- Joint Planning Meeting .

-'Phase 4- Legal to Legal meeting .

Action ltems:

- Line Cost Proposal

- Need to establish pricing target (with access rev) (Stacey/Jim Balvanz)

- Need to determine platform (UNE-P, CTX, UNE-Z) (ah) .

- How many lines can we commit to and for what period (Balvanz)

- How do features add in. (Balvanz and marketing)

- What's the differential by state in UNE-L(colo) and UNE-Z if we were going to not deploy added
colos (Balvanz) ‘

-~ - Colocation Assessment

- What stage are we in where (Loch/Novak/Graham)

- What price would we need to delay or abort (Balvanz/Loch)

- How do we reprioritize based on new keeping UNE-Z (Balvanz/Loch)
- Forecast

- o level, lines on-switch vs. resale lines (Stacey/Loch)

- potential feature mix (Stacey/marketing),
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