FCTID -

Donald W. McLeod 2 GTE Telephone
Vice President-Local Operations
Competitionfinterconnection

HQEO1ES3
600 Hidden Ridge
P.O. Box 152092

June 3, 1996 iving, TX 75015-2082
214/718-6330
FAX: 214/718-1278

Mr. R. Reed Harrison 11l

Vice President

AT&T

Local Infrastructure & Access Management
Room 4ED103

One Oak Way

Berkeley Heights, N. J. 07922

Dear Mr. Harrison:

Your letter of May 30, 1996 to Michael Esstman has been referred to me for response
as the head of the GTE Executive Negotiating Team for local competition and
interconnection. Quite frankly, | was surprised and concemed by the allegations made
in your letter and appalled by your characterization of GTE's attitude towards
negotiations with AT&T as “indifferent.” | believe you have seriously misinterpreted and
mischaracterized GTE's actions, intentions and statements. As to your specific
allegations, | will respond to each below. :

Paragraph 1; You indicate “minimal progress” on GTE's part in responding to AT&T's
request and towards resolution of critical issues. However, as you admit in your letter,
it took AT&T 37 days (until our April 18, 1996 meeting) to present GTE with a
comprehensive matrix outlining AT&T's interconnection and resale requirements. As
of May 30, GTE has responded to roughly 380 of the approximately 475 items presented
in the matrix. Stated another way, GTE has responded to over 80 percent of AT&T's
requests within 42 days of receiving this delineation of your request. | think this is
significant progress by anyone's standards, and reflects the tremendous amount of time
and effort that GTE personnel have devoted to our negotiations.

Paragraph 2. You indicate the GTE Executive Team has still not toid you what services
will be made available for resale. This a misstatement of the facts. Our team outlined
the categories of offerings in the GTE retail tariffs that will be excluded from resale or
will be offered without a discount. We have also agreed to provide a listing of all
general retail offerings, by state, provided to subscribers. When excluded categories
are overlaid on GTE's listing of retail offerings, which are available in published tariffs,
ATAT could readily determine what services will be available for resale. What's really
at issue here is the listing of services that are at or below cost and which GTE believes
it is not required to resell under the Telecommunications Act of 1996 (the ‘Act’). In fact,
the Florida Legislature, for example, has passed a law prohibiting the resale of below-
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cost services. However, GTE is currently reevaluating its position on below cost
services based upon the concems you voiced.

Paragraph 3: I'm sorry you don't feel that | provide a strong leadership focus on the
interconnection needs of AT&T. I'm personally disappointed that you didn’t come to me
first to voice your dissatisfaction. Despite your views, | have been charged with the
executive responsibility to negotiate interconnection arrangements for GTE and | intend
to continue to carmy out that responsibility. | notified you of long standing vacation plans
at our first meeting and discussed them on other occasions long before we scheduled
the meeting on May 30, 1996. In fact, ! informed you at our first face-to-face meeting
on April 2, 1896, and during at least one other meeting prior to our meeting on May 15,
that | would be out of the office from May 23, 1996 until the first week of June.
Apparently you forgot. | did not mention this again when the May 30 meeting was
scheduled because | believed you were aware of it. In addition, | did not consider my
absence from that meeting to be of great concem to GTE because | have empowered
a very competent team to negotiate on behalf of GTE in my absence. You and your
team were advised in our first meeting that Meade Seaman, GTE's Program Office
Director, was fully empowered to act on my behalf anytime | was not available. Your
decision to circumvent Meade is a personal choice you have apparently made which is
beyond GTE's control.

Paragraph 4: You indicate you have encountered “very deep and fundamental
problems” in our efforts over the past months to negotiate local interconnection
arrangements and go so far to say that you “perceive unwillingness by GTE to engage
in bona fide interconnection negotiations and resulting delay in the negotiations - and
in AT&T's entry into local markets.” This a very serious charge and is totally without
merit.

Since receiving AT&T's detailed request on April 18, GTE has devoted considerable
time and expense to respond to over 80 percent of your requests. We have spent more
time with AT&T, yet have made less progress, than with any of the other competing
LECs GTE is negotiating with. Frankly, | think the progress that has been made by our
teams is quite amazing, given that many of AT&T's requests are extreme and
unreasonable.

A few examples of the difficuities GTE has encountered with AT&T include (1) AT&T's
proposal that GTE price unbundled network elements at TSLRIC, without any
consideration of recovery of joint and common costs or a reasonable profit. Recovery
of joint and common costs is required to run a financially solvent firm, is expressly
contemplated by the Act and is the approach recommended by the Oregon Commission
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Staff; (i) AT&T's position on “avoided cost”, which stubbomnly fails to acknowledge that
GTE will incur significant “new costs” in preparing services for resale, which should be
included in an avoided cost calculation, as well as AT&T's proposal to subtract
additional avoided costs for supposed "network and operational inefficiencies”, which
you have not substantiated, a position that had already been rejected by the California
Commission;— (iii) requesting unbundled network elements with the clear objective of
avoiding access charges; and (iv) conditioning AT&T's willingness to enter into an
agreement on new operational interfaces AT&T has insisted upon, but which AT&T has
not exhibited a willingness to pay for. Clearly AT&T has not approached our
negotiations with the intent of reaching a negotiated settlement agreement. On the
contrary, it appears that AT&T is seeking to compel GTE to underwrite its entry into the
local service business, a situation clearly not contemplated by the Act. From reports in
the media, many other ILECs are having a similar experience in negotiations with AT&T.
This causes me to doubt AT&T’s willingness to negotiate in good faith.

Paragraph 5. You state that AT&T's needs have been clear to GTE from the time of
your March 11 letter. This statement is only partially true. Your March 11 letter was
extremely broad and general, and provided little or no insight into the specifics that
AT&T was requesting. We did not receive the list of 475 specific “requirements” or
issues until April 18. Prior to that, GTE had been presented with only a small subset of
issues pertaining primarily to resale in California. Although your March 11 letter and
your presentation on April 2 were helpful, they were not presented as a specific request
that GTE could respond to.

Paragraph 6. Here your assessment is that “progress towards resolution has been
minimal® despite our joint efforts to establish processes and work teams to consider
issues. | disagree. At this point, we have reached agreement on or “closed” 25 percent
of the total service resale (TSR) issues and 18 percent of all issues, contingent only
upon reaching a satisfactory agreement on pricing and cost recovery. | believe the
failure to make greater progress is primarily a result of the unwillingness AT&T has
-exhibited to move off of its “demands” and negotiate in good faith.

With respect to the joint work plan you reference, we both approached this exercise with
the understanding that the work plan provided interim targets or goals to accomplish the '
many tasks both companies have to complete within the 135 day period, but that the
work plan was not “carved in stone.” | believe the work plan has produced some
positive results. For example, significant discussions regarding the work plan took place
during the May 22, 1996 Network Operations Subject Matter Experts (SME) meeting in
Irving. In fact, those discussions were responsible for the “breakthrough” you refer to
later in your letter. | am distressed by your apparent view, despite our agreement to the
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contrary, that the work plan dates are deadlines rather than targets. The only deadline
we have is to reach an agreement in 135 days.

| was also very disturbed by your allegation that “dates have come and gone with no
input or response from GTE on critical items.” | do not believe this to be the case. The
work plan has only been operational for approximately two weeks. If it has been such
a failure, | would suggest that we agree to not continue to employ a work plan approach.
As Meade Seaman discussed at the May 30 Executive Meeting, an unbending
adherence to work plan “deadlines” rather than targets will likely drive us to “agree to
disagree” on many critical issues that might otherwise be resolvable. As the June 6
target date for all resale issues approaches, this is likely to be the outcome if that date
is viewed as a “drop dead" date. | personally think that would be a shame, given the
significant progress our respective teams have aiready made towards resolution of
these issues.

Paragraph 7: In discussions with Meade, he indicated that while he did acknowledge
the tremendous amount of work both parties have ahead, he did not say we are “way
behind schedule in achieving a negotiated agreement.” Here again | must emphasize
two points. First, the only real deadline we face is the 135 day clock. There is still time
to meet that deadline if AT&T truly desires a negotiated agreement. Second, it seems
to me that if AT&T is truly interested in reaching a negotiated agreement, AT&T should
consider accepting interim approaches and defer many of the longer term operational
implementation issues contained in your request (which have consumed an enormous
amount of both our teams’ time) to an agreed to work plan to be accomplished after the
contract is executed. This is the approach many of your competitors are taking, and one
which expedites agreement and speed of market entry.

Paragraph 8: Your perception that GTE does not have a “sense of urgency, energy or
interest” is dumbfounding. The facts are this: This week, from June 3 to June 7, we
have scheduled 4 hours of Executive Team conference calls, 7 hours of Core Team
conference calls, 6 hours of Pricing conference calls, 16 hours of conference calls
covering collocation, interconnection, unbundling, rights-of-way, and operator services,
and 12 hours of face-to-face meetings covering network operations. This alone, without
even considering the time and effort that goes into preparing for these meetings and
calls and following up on issues raised in these meetings and calls, is a substantial
commitment of GTE time and resources.

Paragraph 9: You have properly referred to price as an “enabling issue” for GTE. Itis
a fundamental issue in any business transaction. If you owned a car dealership, would
you ever consider agreeing with a buyer as to the model, equipment, features, color,
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service and timing of the delivery of a new automobile, and then allow an outside third
party determine the price through litigation? | agree that our companies should “work
hard and in good faith toward resolution of as many such issues as we reasonably can.”
in good faith, AT&T shouid negotiate price and not close the door prior to a bona fide
offer.

| agree that given AT&T's position thus far, AT&T and GTE are unlikely to reach
agreement on costing models for resale or unbundled network element pricing. For that
reason, | believe a breakthrough opportunity does exist as stated in the May 15, 1996
Executive Team meeting. Rather than focusing our energies on agreeing to cost
models as they relate to price, | have amended the work plan to reflect some realistic
dates for GTE offer and AT&T acceptance of pricing proposals for GTE's resale and
unbundled network element offerings. | have enclosed those amendments.

GTE has already, and will in the future, make every reasonable effort to fulfill its duties
and obligations under the Telecommunications Act of 1996. Indeed, GTE has already
gone far beyond the requirements of the Act by negotiating with AT&T in a good faith
effort even though AT&T did not make a bona fide request for interconnection or
network elements in its March 11, 1996 letter as required by the Act. Furthermore, it is
apparent that AT&T is documenting our settlement negotiations via detailed notes made
during our discussions. As you are aware, settlement negotiations are privileged and
are not admissible in evidence. | trust that your extensive documentation of our
discussions is being done for the purpose of advancing the negotiations. In the future,
| hope you will bring your concerns directly to me to expedite resolution.

Very truly yours,

Donald W. MclLeod

DWM:sah

c Michael B. Esstman - GTE
Christopher D. Owens - GTE
Connie E. Nicholas - GTE
Meade C. Seaman - GTE
John C. Peterson - GTE

Ron Shurter - AT&T
Rasul Damji - AT&T

AGBH 000130

000574




i€ 00 HGODV

) abey
> auorsapn dn paroy ¢ auopsamy
B ol d0roy  EE—— ssasbosd Saasoo.nm
e——— 5520014 I PoY  — aewuns [ ey
oo I seols |sems  |pL 320010 BURISRI0S "
ses/s [sees  |PL Aepr-1o-wibny - Bumpungqun | 62
96/0C/S | 98NS |PS 233005 Bupeerds 3197191V o
96RZ/S |96S | PTL V30 puwep 319 s
serorrs (s [Pl NvSuppopmgeulis - Sugpunqun | 24
96/0C/S | 96#ZS |PS 99001 Duueesns ILOVLTLY o’
o/l |98ms  |PZ) V30 puew 319 sl
ssrocre |semn  |PLL sdooypodsues 1/ Psuucasapy - Bugpunqun | ¥4
96/0C/S | 98NT/S | PS sonss) Dumwoy JO 9M90ND 13
9625|9685 | PZY 1TLV UWM V30 13
o6z |osms | pel uoNsOd Jo vonraa 319 ’"
st [sean  |PL varso - Bugpunqup |
oanes |sewrs  |pei Bugsay s
96/0C/S | 96/0L/S | P USL - 9392014 Bupssasog s
96/1E/S |96S | POT s Buspc) SURLIBIQ/SING At L
P! 96/1¢/5 |96/9s | POZ : oQUoD pnes )
[ sentss |seiwe  |poz usl - Gue s
s [ > I et msintig_| o
L le- : 96/59 |96m5  [PIZ L suonesad() - Mo13 $53004d ¢
1] I NN 8/ oercn |oems |pz | (32005 'saNwa 4) suonerdo z
- e em—— seisiy  [swms  [paz wsil
iz [vu | oL Joen [ezm [oim] 69 [ 2o J9zs | 615 [ S| oS [eew [ tzw [ v [ uv | ustad | ueis | uoyena aueNwseL| OO
o m...:. [ ung I Kew [ jidy
96/€/9
o suojenobaN 319 pue 121V

00057S



¢€1000 HEDY

z abed
J < auojsam ‘
wsep dnpowoy NS ssasboud S\Qo.ouﬂ.m
wewrs [ - |

Buuls PEUO) PUR SMNS0LD UL W

wawdopas(Q 108NU0D) o

swawennbey sanensupyY | 6¢

eodaig 204 Suspungun) 8310 O spuodsey 191V st

fesodosd 891d) Buspunqun S840 pue sdows() 319 I3

wsodosd 99)d ¥S1 3319 0) spuodsay 191V "

pesodosd S91id HS1 SN0 Ppue sdopaaq 319 st

Bupud| 9t

Bumgrsuopusado/uroid of [

UBLIUOXALT POPUNQUY) Uj Bupeg - $390014 Bupssesos e

Sugpunqun) - Buma| 1€
pogesia - Lemouy | ot

- sunsr) - Amppouy| 62
NdD - Aremouy | 82

Ay Bogmq - Lewouy | 22
L

0qe l 96/0C/S | 96515 | PTY suewmanbay MoNROe | Uyeq
oy I s 960e/s |oesus [z | sadound uyeQ ”
s [ vs 96mirs |95 |PS 1 UonEYLSID-SIOWLDISSY RQUINN dN) ”
virs I oo 96mis |o6ms (Ps voneayeD 118116 £z
B Aeeememnd sorrs |semn |pur Asegoury - Bumpunaun| 2z
it [y T oL Toem [ czaom] oo | 29 Toes [ews[aws] o5 Jeew [ 1zw [viv | Ly | usung | peis | uoneing umNseL| O
Kinr I aunp | ey ] udy

96//9
suonenoBaN 31D pue 121V

000576



