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GTE ARBITRATION INDEX

VOLUME TAB| DATE DESCRIPTION BATES NO.
] 1 3/117/96]Letter from K. Hamison to 1. White AGPL 001554
1A 3/12/96|Letier from M. Blings 10 G. Ral AGPL 001563
2 3/19/96]Letter from D. McLeod to R. Harison AGBH 000037
3 3/26/96]Letter from R. Harrison to D. McLeod Al 15
3 4/3/96]Letier from R. Wren (o L. Sparmow AGBH 000078
5 4/5/96]Letter from 1. Casey to D, Bennett AGPL 001995
] 4/9/96Fetter fronﬂasey to D. Bennett AGPL 003202
7 4711/96|Letter from 1<, Shurter to D. McLeod AGEH 000079
] 2712796 |Leter from K. Sharier 10D Mcleod AGPL 002022
9 4/15/96Letter from D. McLeod to K. Wren A 026
10 4/17/96]Letter “McLeod to R. Shurter AGEH 000082
(E 4/18/96[Status Report on GTE Negotiations. ltems of Major Dispute between ATAT and GTE for Total Service Resalo AGBR 000020
12 4/19/96]Letter from G. Rall to J. Peterson AGBR 000042
13 4724/96|Letter from R. Shurier fo D. McLeod AGPL 002266
14 4 Letter from D. nett to ﬂgey Al
15 4726/06]Letter from R. Shutter to D. McLeod AG
16 " 4720796 Latter from W, West to M, Essiman AGBH 000095
17 4/20/96Letier from C. Nichoias 1o J. Beasley, Gonfidentiality Agreemant A
18 4/30/96Letter from J. Peterson to G. Ral A 002272
19 Letier from D. McLeod fo R. Shurter AGER 000070
20 5/1/96]Memo fromﬁasey 1o D. Bennett A 30
21 5/8/96]Letler from D. McLeod to K. Hamson AGBR 000072
22 m J. Beasley to C, Nicholas A 74
23 5/0/96]Letter from C. Nicholas 1o J. Beasley AGBR 000078
24 5/9/6|Fax from J. Honabargar to L. Tyler AGBH 000311
25 E Incremental Cost Methodology and Models AGBH 000333
26 tailed Log of Meelings with LECS, First Negoliations Session on Pricing 1Ssues AGPL 002310
27 | 5/19/96|Letier from J. Beasiey fo C. Nicholas A
28 5/13/96Letter from D. McLeod o K. Shurter AG 113
29 51 Letter from R. Hamison fo D. McLeod A
30 5/14/96]Synopsis of AT&T/GTE Conference Calls A 314
H 5/ “mail from G. Perotta to A. Navarro A 330
32 5/15/96|Fax o D. Bennett, Emergency Restoral Procedures (ROW) AGPL 002348
33 5/17/96]Fax 10 D. Bennetl, Emergency Resloral Procedures (ROW) A 74
34 511 T/96]AT&T/ TSR Open lssues AGPL 002369
35 5723796 Letter from L. Tyler {0 J. Peterson AGBH 000353
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36 5/24/96{AT&T and GTE Core Negotiation Team Meeting AGBH 000364
37 5/28/96]Letter from M. AGBH 00010
KT AGBR 000206
39 AGBR 0007108
1] 40 atrix] AGBR 000135
7 BI30/9BJATET and GTE Negotiation Work Plan AGBR 000203
42 6/3/96|Letier from R, McGrew 10 D, Bennett AGPL 002611
43 Letter from D. McLeod to R, Hamson AGEH 000126 _
44 Letter from D. McLeod to R. Hamson AGBH 000133
45 Shurter to M, Seaman AGER 000225
46 etler from R, Hamison to M, Esstman AGBR 000221
ryg Letter from J. Beastey 1o C_Ni Nicholas AGBR 000217
48 etter from C. Nicholas 10 J, Beasley AGBR 000220
_19 6/4/96] Letter from R. Shurter to L_§parrow AGBH 000134
50 6/4/96]Chart re: Pre-ordenng/Ordering with Change As 15 and Without AGPL 003229
59 AGPL 002681
52 AGBH 000141
=3 AGBR 000289
=y AGPL 003237
55 Conference Call AGPL 002714
56 | AGBR 000308
57 | xewuve Meehng AGBH 000241
58 6/10/96]Letter from J. ﬁ_astey 1o C. Nicholas AGBR 000298
50| 6/10%6|Lener from J Beasiey 1o . Nicholas AGER 000255
60 6/10/96]Letier from B. Watson 10 O, Gudino AGER 000301
{ 5 6/10/95]Chart re: CﬁngeAs is Issue AGER 000080
62 6/14/96]Letter from D. McLeod to K. Harrison AGBR 000312
63 6/14/96]Letter from M. Seaman to R, Shurter ‘A@L 000001
64 6/17/96]Letter from R. Hamson to D. Myers AGBR 000321
85 6/17/96]Letter from R. Harrison to M. epuc AGER 000319
66 6/17/96 ustomer Guide for ALEC Establishment of Local Services: Resale & Unbundiing JAGFL 003729
i 67 6/17/96Fax from R. Honebarger ta L. Tyler & R. Damj JAGBH 000380
) 6/17/96|Lefter rom R. Hanison 10 D, McLeod AGEH 000442 _
69 6/18/96]Memo from R. Harrison to R, Shurter AGBR 000323
70 | 6/19/06]Delalied Log and Dealings wih LEC AGPL 4517
71 6/20/96]E-mail from J. Peterson to R . Damii AGBH 000407
72 5/21/96|Letter from K. Shurter to M. §eaman AGPL 003961
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73 6/21/96]Letter from D. McLeod to R. Harvison AGBH 000408
74 6/25/96]Letter from R. Damyi to J. Peterson AGBR 000366
75 5/96]Letier from 8. Kahn to M. Seaman Al
76 6/26/96|Letter from J. Beasley to G. Nicholas AGER 000355
77 6/27/96]Lefter from M. Seaman to R. Shurter AGER 000359
78 6/28/96Letter from J. Beasiey 1o C. Nicholas AGEH 000434
~ 79 '6/29/96] Letter from J. Peterson to R. Damji AGBR 000381
80 ggmsluner from J. Peterson to R, Damy. AGBH 000441
81 ax J. Peterson to R. Damji AGEH 000443
82 7/1796|Letter from R. Harmison o D. McLeod AGER 000397
53 771796 Memo from J. Beasiey fo Fie AGER 000420
54 711796 Letter from B. Haux to D. Bennett AGPL 0044569
85 AGPL 004493
% m D, McLeod fo R, Harson AGER 000916
87 m J. Peterson to R. Damyi AGEH 000454 _
89 Letter from J. Beasley 1o G. Nicholas AGBR 000872
0 7712796 Letter om K. Harrison 10 D. McLeod AGER 000910
o1 7/16/96]Fax from B. Watson to C. Nicholas AGER 000827
92 AGBR 000941
93 7/19/96]Letter from R. Harrison to 0. McLeod AGER 003053
54 772296 Letter from B. Watson to G. Nichoias AGER 000056
g5 7722796 Memo from B. Haux 1o File AGPL 004887
96 "~ 7/24/96]Letter from D. McLeod fo R, Harrison AGER 003058
97 | 7/25/96]Letter from D. McLeod to R, Harmison AGER 003077
v 98 8/5/06|Memo from B. Watson to File AGER 003108
90 3/6/96 1006 Proxy Statement Jnone
100 2 estimony of R, Mercer Jnone
101 Q/0/95]GTE 1995 Annual Report Jnone
102 4/18/06JATET Requirements Jnone
V 103 various[Minutes of Meetings between AT&T & GTE AGPL 001504
iled Log of Dealings with LEG, Wholesale Service Requirements AGPL 001504
312 tailed Log of Dealings with LEG.; Audix Telephone Messages AGPL 001
3726/96|Detaied Log of Dealings with LEC; GTE Gompeliive Local Sefvice Provider Workshop; 3/26-27/96 AGPL 001611
3/28/96]Detalied Log of {-)ealings with LEC, Law Enforcement Interface AGPL 001620
3/25/96]Detailed Log of 5ealings with LEC, Wholesale §ervioe_ﬁequirements AGPL 001622
4/2/96| Detatied Log of Dealings with LEC. Wholesale Service Requirements, and Interconnection Requirements AGPLOO1627
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472796 Summary of GTE Meeting 4/2/96, Irving ., 1X, Executive negotiations kickoff meeting on 1996 1elecom Bill AGBH 000045
AT&T/GTE Operations Meeting L 001674
4/5/96[Detailed Log of Dealings with LEC; Directories 1730
4/9796|GTE Compefitive Local Service Provider Workshop AGPL 001098 |
4/9/96| Detailed Log of Dealings with LEC A
4/11/96]Detailed Log oﬁealingsmaw Enforcement Interface AGPL 002025
4/17/96JAT&TIGTE Negotiations Meeting; 4/17-18/96; Dallas, TX 2035
4 tailed Log of Dealings with LEG, Conference Call AGPL 002033
4/16/96]Detailed Log of Dealings with LEC, Executive 1 eam Meeting AGPL 00207
41 tailed Log of ﬁﬁngs with LEC, Executive Team Meeting H 3

faned Log of Dealings with LEC.. Phone Gall to Schedule First Unbundied/interconnection Negotiations; Meeting

4/22/96with GTE AGPL 002252
4/23/96]Detailed Log of Dealings with LEC, Interconnection & Unbund!mg AGPL 002180
4/23196]Detailed Log of 5ealmgs wnth—Lmelephonhéail AGPL 002255 |
4/25/96|Detailed Log of Dealings with LEC, Conference Call AGPL 002263
4729/96|Executive GIE Negotiation, Status Conference Call, Monday 4/20/96 AGBH
4/30/96]Detailed Log of Dealings with LEC, Video Teleconierence Gall to Discuss Right of way {ssues with GTE A 274
5/1/96]Detailed Log of Dealings with LEC, Conference Call AG 79
572/96]Detailed Log of Dealings with LEC, Conference Call AGPL 002286
577796 Detailed Log of Dealings with LEC, Total Services Resale AGPL 002287 |
5/7196]Detailed Log of Bealings with LEC, Executive Team Meeting AGPL 99
5/10/06]Detaited Log of Dealings with LEC; Total Services Resale AGPL 002301
15/96]Detailed Log of Dealings with LEC, Executive Team Meeting AGPL 002350
5/16/96]JAT&T/GTE Negotiation Conference Call A 002343 _
5/16/96]Detailed Log of Dealings with LEC, Conference Call AGPL 002366 |
5/20/96| Detailed Log of Dealings with LEC, Conference Call A
5/20/96{Detailed Log of Dealings with LEC; Gonference Call A 2590
1/96]Detailed Log oﬁ)?a'h*—ngs with Lmelephonemam Issues Matrix AGDL 002403
5I22196]AT4T & GTE Core Team Meeting AGPL 002436
5122/96|Detailed Log of Dealings with LEC AGPL 002440
5723/96Detailed Log of Dealings with LEG, Conference Call A 442 |
5723/96|Detailed Log of Deakings with LEC, Biiting AGPL 002448 |
5723/96|Detailed Log of Dealngs with LEC, Directories AGPL 002462
5/23/96]Detailed Log of Dealings with LEC, 1 elephone Call ROW. AGP 13
56| Detailed Log of Dealings with LEG. AGPL 004515
5/28/961Detailed Log of D-Ealings with LEC; Directories Requirement AGPL 0024
9/96]Detailed Log of Dealings with LEC; Telephone Call AGPL 002560
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6/4/96]Meeting/Communications Log

6/5/96]Detailed Log of Dealings with LEC,

5/30/96]Detailed Log of Dealings with LEC, 1 elephone Gall AGPL 002564

0/96]Detarled Log of Dealings with LEC; Operator Services AGPL 002574
5/30/96]Delailed Log of Dealings with LEC, Executive 1eam Meeting AGBH 000107 o

5/31796]Detailed Log of Dealings with LEG: Telephone Call AGPL 002554

5/31/96]Defailed Log of Dealings with LEC: Tolal Services Resale AGPL 5

6/3/96] Detailed Log of Dealings with LEC. Operalor Services/Directones/Voice Mail AGPL 002590

6/4/96[Detailed Log of Dealings with LEG; Gonferenca Cail AGPL 002678

{AGPL 003336

002654

AGPL 002664

6/5/96] Detailed Log of Dealings with ignaling

6/5/961Detaited Log of Dealings with LEC; Conference Call

AGPLOOZ672 |

6/6/96]Detailed Meeting Minutes with LEC, Righis of Way

Al 9

6/6/6 Detailed Log of Dealings with LEC; Directorie?ﬁequirement

AGPL 0027

6/6/96[Detailed Log of Dealings with LEG. Cionference Call Transport

AGPL 002721

6/7/96|Meeting/Communication Log; Conference Gan

Al 334

6/10/96]Detailed Log of Dealings with LEC; Gall Log

L 0027

6/10/96Detailed Meeting Minutes with LEC. Secunity

AGPL 002763

6/10/96{Maeting/Communications Log;_éonference Log

AGPL 003357

6/11 etalled Log of Dealings with LEC. Dyectories Assistance and Operalor Services

AGPL 002868

6/12/96[Detailed Meeting Minutes with LEC,

AGPL 002897

8/13/96]Detailed Log of Dealings with LEC, Interconnection Signaling AGPL 003638
6/13/96{Detailed Log of Dealings with LEC, Number Portability AGPL 003641
6/14/96]Detailed Log of Dealings with LEC Unbundiing & Interconnection AGPL 003645
6/14/96]Collocation R AGPL 003648
6/14796]Detailed Minutes of Meeting with LEC; Interconnection Transport AGPL 003652

6717/06| Detailed Log of Dealings with LEC Directonas AGPL 003656 _

6/14/96| Detafled Log of Dealings with LEC AGPL 003659

AGPL 003719

1 ailed Log of Dealings with L

6/19, tailed Log lings with LEC, Interconnection Signafing AGPL 003720

6/1 talled Log of Dealings with LEC L ‘
6/19/96]Detailed Log of Meeting Minutes with LEC; E911 AGPL 003725 ‘
6/19/06]Detaiied Log of Meeting with LEC JAGPL 003726
6/20/96]Detailed Log of Meeting with L AGPL 003958
6/21/96[Detailed Log of Dealings with LEG AGP. 003902
6/28/96]Detailed Log of Dealings with LEC; 7 elephone Cah AGER 000380

7/3/06]Detailed Log of Dealings with LEG

AGPL 004512

104

6/4/96]Letter from G. Nicholas to J. Beasley; GTE California Avoided Cost Study

AGBR 000229
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105 Gtw'easiey 1o C. Nicholas, AT&1 Avaided Cost Study for GTE Hawanan 1 elephone Company AGBR 0002563
106 6/14/96]Letter from M. Seaman ta R.H. Shurier, GTE Local Services Resate Proposal AGPL 000001
107 7/1/96] Letler from R. Harrison ta 0. WcLeod AGBR 000419
108 | 7/1/96]Letler from R. Harrison tc O, McLeod, AT&T Priomg Proposal AGBR 000401
109 711/96]Fax from C. Nicholas to J. Beasley AGBR 000364
16| TOR[GTE Florda Cost Study RGBR 057650
111 71'2196 T&T Attachment 14 1o July 2, 1998 Cantract Proposal AGBR 000750
112 7!12!96 [Matrix of Oy Open lssues on Local Resale and Unbunding Jnone
KR 7124196 Letter ; eod to R. Hamison; @sale and Unbundled Network Elements F1ici ng Proposal none
14 7724796] mnce Negotiations Minutes AGBR 003060
GTE Responses to ATAT Requirements (Matrix #1 — BiTI‘in far Local Resale, Matnix #2 -- FealuresiServices for
Local Resale; Matrix #3 - Pre-ordering/Ordering for Local Resale; Malrix #4 - interconnectionfUnbunding; Matrix
115 7/27196|#5 ~ Pay Phone/Local Resale) none
116 812196 [Letler from K. Harmison 1o D. McLeod, Pricing Propasal AGBR 003101
117 undated|Cost Study none
118 undatedfMeamo re: Quality Measures and Approaches none
118 8715/06]Letter from R Hamison 10 0. McLeod none
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August 5, 1996

Note to File

Re:; Phone Call with Connie Nicholas Monday August § approximately 3:00 PM EST.

I called Connie Nicholas (GTE Legal) to follow up on open drafting issues in the
interconnection agreement, in particular, with respect to my request last Thursday for a
conference call to negotiate Attachment 3, Ancillary Functions. Until Thursday, August
1, Connie and I had exchanged proposed language for the agreement by fax and
electronically (modem to modem) on a daily basis.

Connie informed me that since Thursday she has been in several internal meetings and
conversations with Don McLeod, Meade Seaman and Frank Compton and that they are
beginning to think that AT&T and GTE do not have a “meeting of the minds” on the
contract language. She mentioned that some of the recent draft language, such as the
new draft of Section 11 on DMOQs, taken together with the complaint which AT&T has
filed in California, as evidence of this suspicion. Frank Compton told Connie that new
Section 11 does not reflect what was agreed by Reed Harrison and Ron Shurter in
Berkeley Heights, namely that there would be no specific mention of DMOQs in the
agreement, although GTE was willing to do a “side” agreement. Consequently, she
expects that Don McLeod will call Ron Shurter to discuss GTE’s concemn that, since we

do not appear to have a meeting of the minds, the further exchange of contract language
would not be productive.

I asked Connie for specific examples of contract language which does not reflect what has
been agreed. 1 told her that it would be difficult for the executives to discuss GTE’s
concerns without specific examples. She said that she would provide these to Don. 1
then told her that writing and reviewing the language will always be a chailenge when the
lawyers are not in the room with the negotiators. She agreed. I told her that I had
expected that during the process of negotiating the contract language, we would get the
negotiators and the SMEs in the room with us in order to properly draft. Finally, I asked

., Connie to let me know when we could schedule a call to discuss Attachment 3 with our

/

subject matter experts. I informed her that Jim Veatch and I were available all day
tomorrow.

/)c Pl
Bonnie Watson

AGBR 003108




GTE

GTE CORPORATION
One Stamford Forum

Stamford, Connecticut 06904
Telephone: 203-965-2000

CHARLES R. LEE
Chairman and Chief Executive Officer March 8, 1996

P

To Qur Shareholders:

On behalf of the Board of Directors, | cordially invite you to attend the 1996 Annual Meeting of
Shareholders of GTE Corporation. The Annual Meeting will be held from 2:00 P.M. to 4:00 P.M.,
Local Time, on Wednesday, April 17, 1996, in the Wisteria Room of the italian Center, 1620 Newfield
Avenue, Stamford, Connecticut. The formal notice of the Annuat Meeting appears on the next page
and directions to the Annual Meeting are printed on the back cover.

The attached Proxy Statement describes matters that we expact will be acted upon at the
_ Annual Meeting. Shareholders who are present at the Annual Meeting will have the opportunity to
1 ask questions.

It is important that your views be represented whether or not you are able to be present at the
Annual Meeting. Please sign and date the enclosed proxy card and promptly return it in the postage
prepaid envelope. The Board of Directors recommends that shareholders vote FOR Items 1 and 2,
and AGAINST ttems 3 through 11, as listed on the proxy card.

o e e L  n

We are gratified by our shareholders’ continued interest in GTE and pleased that in the past so
many of you have voted your shares either in person or by proxy. We hope that you will continue to
do s0 and urge you to return your proxy card as soon as possible,

Sincerely,

Chla by, R. dfas




GTE

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
APRIL 17, 1996

Stamford, Connecticut
March B, 1996

The Annual Meeting of Sharehoiders of GTE Corporation will be held in the Wisteria Room of
the [talian Center, 1620 Newfield Avenue, Stamford, Connecticut, on Wednesday, April 17, 1996, at
2:00 P.M., Local Time, for the following purposes:

1. To elect four Class | directors and two Class [l directors to the Board of Directors;

2. To ratify the appointment of auditors;

3. To consider and act upon the following nine shareholder proposals described in the
accompanying Proxy Statement:

- (a) eliminate the staggered election of directors,
(b) establish a policy of reporting on GTE's foreign military sales,

{c) establish a policy of reporting on GTE's equal employment opportunity / affirmative
action program, :

{d) endorse the CERES Principles,
{e} require shareholder approval of bonuses to executive officers in excess of $30,000,

(f} require shareholder approval of agreements with officers and directors providing
for the payment of benefits upon a change in control,

(9) eliminate non-employee directors’ retirement plan and pensions previously granted
under the plan,

{h) establish criteria to limit executive officers’ compensation so that it does not
exceed 75 times the wages of the average hourly employee and to more closely
link wages and compensation to company profits, and

(i) limit increases in executive officers’ total annual cash compensation to an amount
no greater than the average annual percentage pay increases to employees; and

4. To act upon any other matters properly coming before the Annual Meeting and any
adjournment thereof.

Only shareholders of record at the close of business on February 27, 1996 will be entitled to
vote at the Annual Meeting.
By order of the Board of Directors,

MARIANNE DroOST
Secretary

PLEASE SIGN THE ENCLOSED PROXY CARD AND RETURN IT PROMPTLY IN THE
ENVELOPE PROVIDED FOR THAT PURPOSE.




a separate proxy card for their individuat and plan holdings. Unvoted shares of the CESQOP are votet
at the discretion of the trustee of the CESOP. Unvoted shares of the Savings Plans are voted by the
trustee in the same proportion as shares for which the trustee has received voting instructions.

Cost of Solicitation

GTE is responsibie for the cost of soliciting proxies. Proxies may be solicited by directors
officers or regular employees of GTE in person or by telephone, o by other means. In addition, GTt
has retained D.F. King & Ca., Inc., New York, New York, to assist in the solicitation of proxies, and |
is estimated their charges and expenses will not exceed $30,000. GTE aiso will reimburse brokerage
houses and other custodians, nominees and fiduciaries for their expenses in accordance with the
regulations of the Securities and Exchange Commission (the “SEC") and the New York Stocl
Exchange, Inc. (the “NYSE") concerning the sending of proxies and proxy material to the beneficiz
owners of stock. ’

Voting
Shares Outstanding

As of January 31, 1996, the outstanding voting stock of GTE consisted of 975,598,047 shares ¢
GTE Common Stock. Each share of GTE Common Stock is entitled to one vots.

It is GTE’s policy that all proxies, ballots and tabulations that identify the vote of individu:
shareholders are kept confidential. These items are not seen by nor reported to the Corporatior
except where shareholders write comments on their proxy cards, as necessary to meet leg:
requirements or in a contested proxy solicitation. :

Vote Required

The nominees for directors who receive a plurality of the votes cast by the holders of th
outstanding GTE Common Stock entitled to vote at the Annual Meeting will be elected. A
affirmative majority of the votes cast is required to ratify the appointment of auditors and to approv
each of the shareholder proposals. Abstentions and broker non-votes are not counted in determir
ing the number of shares voted for or against any nominee for director or any proposal. Abstentior
are counted toward determining whether a quorum has been obtained. However, shares repr
sented by broker non-votes are not considered present at the meeting and, accordingly, are
counted towards quorum. ‘

Proxy Statement Proposals

At the Annual Meeting each year, the Board of Directors submits to shareholders its nominet
for election as directors. The shareholders also vote to ratify or reject the auditors selected by #
Audit Committee and approved by the Board of Directors. In addition, the Board of Directors mi
submit other matters to the shareholders for action at the Annual Meeting.

Shareholders of GTE also may submit proposals for inclusion in the proxy material. The:
proposals must meet the shareholder eligibility and other requirements of the SEC. In order to !
included in GTE's 1997 proxy material, a shareholder's proposal must be received ng later th
November 8, 1996 at GTE's Corporate Headquarters, One Stamford Forum, Stamford; Connectic
06904, Attention: Secretary.

In addition, GTE's By-Laws (the “By-Laws") provide that in order for business to be broug
before the Annual Meeting, a shareholder must deliver written notice to the Secretary not less th
30 nor more than 60 days prior to the date of the Annual Meeting. The notice must state 1
shareholder's name, address and number of shares of GTE Common Stock held, and brie
describe the business to be brought before the meeting, the reasons for conducting such busine
at the Annual Meeting and any material interest of the sharehcider in the proposal.

2




The By-Laws also provide that if a shareholder intends to nominate a candidate for election as a
director, the shareholder must deliver written notice of his or her intention to the Secretary. The
notice must be delivered not less than 30 nor more than 60 days before the date of a meeting of
shareholders. The notice must set forth the following: the name and address of and number of
shares of GTE Common Stock owned by the shareholder (and that of any other shareholders
known to be supporting said nominee) and the nominee for election as a director; the age of the
nominee; the nominee’s business address and experience during the past five years; any other
directorships held by the nominee; the nominee’s involvement in certain legal proceedings during
the past five years; and such other information concerning the nominee as would be required to be
included in a proxy statement soliciting proxies for the election of the nominee. In addition, the
notice must include the nominee’s consent 1o serve as a director of GTE if elected.

Board of Directors

The Board of Directors manages the business of GTE. It establishes the overall policies and
standards for GTE and reviews the performance of management. The directors are kept informed of
GTE's operations at meetings of the Board and committees of the Board (the “Committees’) and
through reports and analyses and discussions with management.

The Board of Directors meets on a regularly scheduled basis and, during 1995, met on thirteen
occasions. In addition, significant communications between the directors and the Corporation occur
apart from regularly scheduled meetings of the Board and its Committees. Accordingly, manage-
ment does not regard attendance at meetings to be the primary criterion in evaluating the
contributions a director makes to GTE. For the Board of Directors as a whole, average attendance at
mesetings of the Board and its Committees (the aggregate of the totai number of meetings of the
Board of Directors and the total number of meetings of all Committees on which each director
served) during 1995 was 94.1%. During 1995, none of the incumbent directors attended less than

75% of the aggregate of the tota! number of Board meetings and the total number of meetings of all
Committees on which he or she served.

Committees of the Board of Directors

The Board of Directors has established six standing Committees and has assigned certain
responsibilities to each of those Committees.

Audit Committee

The Audit Committee had five meetings in 1995. The Audit Committee recommends the
appointment of independent public accountants for GTE, reviews the scope of audits proposed by
the independent public accountants, reviews internal audit reports on various aspects of corporate
operations and periodically consults with the independent public accountants on matters relating to
internal financial controls and procedures.

Exscutive Compensation and Organizational Structure Committee

The Executive Compensation and Organizational Structure Committee had eleven meetings
during 1995. The functions of this Committee include the review and approval of compensation of
employees above a certain salary level, the review of management recommendations relating to
incentive compensation plans, the administration of the GTE Corporation Executive Incentive Plan
and the GTE Corporation 1991 Long-Term Incentive Plan, the review of and recommendations

concerning directors’ compensation and consultation on senior executive continuity and organiza-
tional matters.




Nominating Committee

The Nominating Committee had two meetings during 1995, The functions of this Committee
include the consideration of the size and composition of the Board, review and recommendation o
individuals for election as directors or officers of GTE, review of criteria for selecting directors
evaluation of directors, as appropriate, and consideration of policies and practices with respect tc
the functioning of the Board. In carrying out its responsibilities for recommending candidates to fil
vacancies on the Board and in recommending a slate of directors for etection by the shareholders a
the Annual Meeting, this Committee will consider candidates suggested by other directors, employ-
ees and shareholders. Suggestions for candidates, accompanied by biographical material for
evaluation, may be sent to the Secretary at GTE's Corporate Headquarters. individuals suggestec
as candidates should have high level management experience in a large, relatively complex
organization or have sxperience dealing with compiex problems. A candidate also must indicate &
willingness to attend scheduled meetings of the Board and its Committees.

Pension Trust Coordinating Committee

The Pension Trust Coordinating Committes is responsible for reviewing the performance of the
portfolios of and investment advisors to GTE's pension plans, approving overall investment policy
relating to the assets of the pension plans and monitoring the actuarial soundness of those plans.
This Committee had two meetings during 1995.

Public Policy Committee

The Public Policy Committee, which had two meetings during 1995, reviews the policies anc
practices of GTE as to corporate contributions, employee safety and health and assumes such othe:
duties as the Board may from time to time delegate.

Strategic Issues, Planning and Technology Committee

The Strategic Issues, Planning and Technology Committee is responsible for reviewing the
long-term strategic objectives and goals of the Corporation and the external and internal issuet
related to those goals and to technology. This Committee had two meetings during 1995.

oot So R Directors’ Compensation
Retainer and Meeting Fees

Directors who are also employees of GTE are not paid any fees or other remuneration, as such
for service on the Board or any of its Committees.

Each non-employee director receives an annual retainer of $30,000 plus 200 shares of GTt
Common Stock awarded pursuant to the GTE Corporation 1991 Long-Term Incentive Plar
(“LTIP"'). Non-employee directors receive a retainer of $1,500 for each Committee on which they
serve. A director who chairs a Committee receives a retainer of $2,5G0. In addition, non-employee
directors receive $1,200 for each Board or Committee meeting they attend. Non-employee directors
are those directors who are not otherwise employees of GTE or its subsidiaries and thus are no
otherwise eligible to fully participate in the GTE employee incentive programs, savings plans, o
stock purchase plans.

Other Compensation

Under the Deferred Compensation Plan for Non-Employee Members of the Board of Director
of GTE Corporation (the “Deferred Compensation Plan"), any non-employee director may elec
annually to defer all or any portion of his or her current cash compensation as a director and receiv
future payments in one or more installments. Amounts deferred under the Deferred Compensatio
Plan are treated as if held in GTE Common Stock and are accounted for in units with each unit equs
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to the value of one share of GTE Common Stock (“Common Stock Units"). Common Stock Units
increase or decrease in value based on the fair market value of an equivalent number of shares of
GTE Common Stock. In addition, cash equal 1o the dividends on an equivalent number of shares of
GTE Common Stock is credited to a non-employee director's account each time a dividend is paid.
The cash is then converted into additional Common Stock Units. All payments under the Deferred
Compensation Plan are made in cash. A director may elect a payment schedule that begins either on
fixed dates in the future at least six months after the close of the year for which the deferral is made,
or at any time commencing at least six months after the director retires from the Board.

Under the Phantom Stock Plan for Non-Employee Members of the Board of Directors of
GTE Corporation (the "PSP"), non-employee directors are awarded 300 Common Stock Units
annually. Common Stock Units increase or decrease in value based on the fair market value of an
equivalent number of shares of GTE Common Stock. The Common Stock Units are held in an
account for the director and, each time a dividend is paid, an equivalent amount is converted to
Common Stock Units and credited to the director's PSP account. Payments under the PSP are made
in cash and a director may elect a schedule of payments beginning no earfier than six months after
the director retires from the Board.

Directors may also elect to invest the balance of their Deferred Compensation Plan account and
their PSP account in a variety of investment options other than Common Stock Units beginning six
months after the director retires from the Board.

Messrs, Johnson and Palmer, directors of GTE, also received $4,000 each in meeting and

retainer fees during 1985 for serving as directors of Contel Cellular Inc. (“Contel Cellutar") until
June 1995 and September 1995, respectively. Mr. Johnson also received $8,465 in mesting and
retainer fees for serving as a director of BC TEL until April 1995. GTE indirectly owns 50.7% of the
voting stock of BC TEL and the balance is held by public shareholders.

Retirement Plan For Non-Employee Directors

The Retirement Plan for Non-Employee Members of the Board of Directors of GTE Corporation
{the “Directors’ Retirement Plan") is designed to provide competitive compensation arrangements
tor GTE's non-employee directors. Directors who are employees of GTE do not participate in this
plan.

Under the terms of the Directors’ Retirement Plan, a non-employee director who retires is
eligible to receive annual payments equal to the value of the annual cash retainer in effect on the
date of his or her retirement, the value of the most recent award of Common Stock Units under the
PSP prior to the director’s retirement and the cash equivalent of the most recent award of GTE
Common Stock under the LTIP prior to the director’s retirement. Payments are made for the lesser
of the remainder of the director’s life or a period equal to the length of his or her Board service. If a
director retires from the Board before reaching age 65, the annual payment is reduced by 5% for
each year the director’s age is below age 65 up to a maximum of 50%,

If a director dies before retirement, his or her spouse will receive the director's benefit,
unreduced on account ot age, for the lesser of the remainder of the spouse’s life or a period equal to
the length of the director's Board service. If a director dies after retirement, the spouse will continue
to receive the benefit being received by the director at the time of his or her death for the lesser of
the remainder of the spouse’s life or a period equal to the length of the director's Board service.

One director, Mr. Sloan, who serves on the Board does not participate in the Directors’
Retirement Plan. He was formerly a director of Contel Corporation {“Contel"), which merged with a
subsidiary of GTE in 1991. Under the terms of the Contel merger agreement, Mr. Sloan continues to
participate in the Retirement Plan for Outside Directors of Contel Corporation (the “‘Contel
Directors’ Plan"). However, his retirement benefit will be based upon the greater of the annual
retainer previously paid by Contel or that paid by GTE at the time of retirement. The Contel
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Directors’ Plan provides eligible directors whao retired from Contel's Board after attaining age 65 and
completing five years of service with, among other things, an annual benefit for the remainder of
their life equal to the basic annual retainer for members of the Board in effect during the last full year
of-the director’'s service.

Charitable Awards Program

Non-employee directors and designated senior executives of GTE, including the individuals
named in the Summary Compensation Table on page 11, participate in a charitable awards program.
Under this program, the Corporation wili donate an aggregate of $1 million to up to four tax-exempt
educational institutions or public charities designated by the participant. The donations will be paic
in five equal annual instaliments after a participant's death. Generally, the donations will only be paic
if: (1) the participant dies while a director or a designated senior officer; or (2] the participant was
either (a} a director who separated from service with GTE after completing five or more years of
service as a director or (b) a designated senior officer who separated from service after attaining
age 65 and completing five or more years of service as an employee of GTE and who was no
involuntarily separated from service for cause; or (3) a change in control occurs while the
participant is a director or designated senior executive of GTE. The program is financed through the
purchase of life insurance by GTE. Participants derive no financial benefit from this program since al
charitable deductions accrue solely to GTE.

Executive Compensation

EXECUTIVE COMPENSATION COMMITTEE REPORT

As members of the Executive Compensation and Organizational Structure Committee (th
“Committee”), we review and approve annual salary range adjustments for GTE's execuliv
employee group and administer GTE's executive short- and long-term incentive plans includin
approving grant and payout targets and awards under those plans. The Committes also evaluate
the performance of senior management, including the Chief Executive Officer, and reviews an
approves changes to the base salary of executive management of GTE and its subsidiaries. Th
Committee periodically reports to the Board on its activities.

Compensation Philosophy

The Committee works with senior management to develop and approve GTE's executiv
compensation philosophy and policies, which then form the basis for the Committee’s decision
GTE's executive compensation philosophy relates the level of compensation to GTE's success
meeting its annual and long-term performance goals and achieving long-term returns for sharehol
ers, rewards individual achievement, and seeks to attract and retain executives of the highe
caliber. GTE's philosophy is to pay average compensation (including base, bonus and long-ter
incentives) for average results and above-average compensation for above-average results. Th
Corporation's comparator group for benchmarking competitiveness includes other major comp
nies, both in telecommunications and general industry. The companies used as comparators have
reputation for excellence and are comparable to GTE in terms of such quantitative measures ¢
revenues, assets, market vaiue and total shareholder return and are viewed as direct competito
for executive talent in the overall labor market. Compensation data for the comparator companit
are obtained from benchmarking surveys conducted by nationally recognized independent compe
sation consultants. These surveys cover more companies than those used in the peer gro
performance comparison shown in the Performance Graph on page 15. In reviewing the surv
data, GTE takes into account how its compensation policies and overali performance compare
similar indices for the comparator group.

GTE has compared its ratio of base salary to total executive compensation to the practices
the comparator companies. Under GTE’s compensation philasophy, base salary is intended
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represent less than 40% of executive compensation. The remaining compensation is paid under
incentive plans. Payments under these incentive plans are based upon the achievement of annual
and long-term performance goals and, accordingly, are "at risk’’.

Executive Compensation

In determining whether to adjust the base salary of an executive, including the Chief Executive
Officer, the Committee takes into account individual performance, performance of the operations
directed by that executive and the position of compensation in relation to the established salary
range. In evaluating whether an executive’s total compensation package (base salary plus incentive
compensation) should be adjusted, the Committee also takes into account changes in the execu-
tive's responsibilities and GTE's competitive philosophy.

The Committee reviewed Mr. Lee's 1995 performance based upon GTE's financial performance
in terms of earnings per share, revenue growth, return on equity (“ROE"}, operating cash flow
margin (“OCFM"), total sharsholder return, asset deployment, and the complexity of managing a
muitinational corporation in an industry that is experiencing enormous change, as well as-his
teadership role in the Corporation’s restructuring /reorganization. The Committee also based its
review upon Mr. Lee's performance with respect to further implementing plans to control costs and
streamline operations; providing leadership in the development of legislative reform and regulatory
strategies that will lead to increased flexibility; establishing, in anticipation of potential regulatory
changes, the capability to offer a full range of wireline, wireless, data and video services; pursuing
international telecommunications alliances; enhancing GTE’s position with respect to telecommuni-
cations technology; and continuing the pursuit of quality, reliability and customer value enhance-
ment. Based on these factors, together with the relative scope of Mr. Lee's job and pay compared to
Senior Executive Officers in similar companies, the Committee approved a salary range adjustment
and a base salary increase for Mr. Lee,

Incentive Compensation

Certain executives are also eligible to receive payments under two incentive plans in addition to
their base salary.

Under the Executive Incentive Plan (the “EIP"'), awards are made based upon GTE's perform-
ance during the last fiscal year and upon the individuals’ achievement of certain goals for their
business unit and other individual objectives. At the conclusion of each plan year, the Committee
compares GTE's overall performance and that of its business units to established qbjectives. The
Committee then arrives at an overall rating of the Corporation and the business units to determine

the percentage payout of incentive awards for each unit and the individual awards for certain senior
executives,

No awards under the EIP are made for any year in which GTE's ROE does not exceed 8%.
However, under the terms of the EIP, the Committee shall aiso take into consideration unusual or
extraordinary items or circumstances affecting GTE's financial performance, such as the impact of
mandated accounting changes or unusual charges related to acquisitions or divestitures. GTE's

1995 ROE exceeded 8%, excluding the adjustment for Financial Accounting Standard No. 71, and
awards under the EIP were made.

Mr. Lee's EIP award for 1995 is based upon the performance of GT,E as a whole and Mr. Lee's
performance with respect to critical qualitative and quantitative objectives approved by the Commit-
tee. Although GTE does not use specific weighting factors with respect to performance measures,
the Committee considered the Corporation's financial and operational performance in 1995, and
Mr. Lee’s achievement of other non-quantitative objectives. Specifically, Mr, Lee’s 1935 cbjectives
included quantitative goals related to earnings per share, total retumn to shareholders, ROE,
operating and net income, revenues, OCFM, and return on investment and asset deployment.
Mr. Lee's goals also included significant qualitative objectives such as: progress toward attainment
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of GTE's five strategic thrusts (voice, videc services, data services, wireless business and
international telecommunications); continuing re-engineering efforts in all operating units to stream-
line processes; implementing plans with respect to market leadership programs aimed at taking full
advantage of the changing regulatory structure, including speeding up the rollout of new products
and services such as video, Tele-Go and Personal Communications Services, and entering into
selective joint ventures; effecting operational and financial performance improvements at GTE's
internationat operations; improving ¢értain qualitative financial results including the capital structure;
updating and implementing plans relating to GTE's investment in its human resources, including
upgrading internal communications, increasing training efforts and aggressive healthcare cost
containment; and other goals related to the advancement of technology and the securing of
favorable national telecommunications legislation and local regulatory flexibility and, based on the
regulatory relief, the establishment of capability to offer a full range of wireline vaice, wtre!ess data
and video services.

EIP awards for the five most highly compensated executives of GTE are included in the
“Bonus” column of the Summary Compensation Table on page 11.

Certain GTE executives also have an opportunity to earn incentive payments under GTE's 1991
Long-Term Incentive Plan (the “LTIP"). The primary purpose of the LTIP is to offer participants an
incentive to cause GTE to achieve superior financial performance, thereby helping assure superior
performance for the shareholders. Two types of grants are currently used under the provisions of
the LTiP — performance bonuses and stock options, which may include tandem stock appreciation
rights.

Senior executives of GTE, including the five executives named in the Summary Compensation
Table, are eligible to receive annual grants of performance bonuses which are earned during a
36-month performance cycle. Awards for the three-year performance cycle ending in 1995 were
based on GTE's financial performance during the relevant cycle as measured by GTE's average
ROE against pre-established target levels. In 1994, the Committee established an additional
measure of corporate performance — operating cash flow margin (“OCFM"). To transition from
awards based solely on performance against ROE targets to awards based on a combination of
ROE and OCFM performance, and to bring opportunities to competitive levels, the Committee
established a special performance period of a two-year duration to run concurrently with the final
two years of the three-year ROE performance cycie ending in 1995. The awards for the additional
period were based on GTE's performance against ROE and OCFM goals for the two-year period.
The Committes also authorized grants for the three-year performance cycle ending in 1987. The
payments under this cycle will be based on GTE's performance against the ROE and OCFM targets
established for the full three-year cycle. 75% of the award will be determined based on ROE
performance and 25% of the award will be determined based on OCFM performance.

The Committee established minimum and target award opportunities for each cycle based upon
competitive practices. in establishing the targeted performance objectives for ROE and OCFM, the
Committee considered past performance, the strategic goals of the Corporation and the plans for
implementing those goals. The established targets are designed to facilitate lmplernentmg strateglc
plans and improving performance.

At the time the performance targets for the current LTIP cycles were established, a Common.
Stock Unit account was set up for each participant in the LTIP. An initial dollar amount for each
account {"Target Award”) was determined based on the competitive performance bonus grant
practices of the market comparator group. That amount was then divided by the average market
price for GTE Commaon Stock for the calendar week preceding the day the account was established
to determine the number of Common Stock Units in the account. The value of the account increased
or decreased based on the market price of the GTE Common Stock. An amount equal to the
dividends paid on an equivalent number of shares of GTE Common Stock was added on each
dividend payment date. This amount was then converted into a number of Common Stock Units
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obtained by dividing the amount of the dividend by the average price of the GTE Common Stock on
the composite tape of the New York Stock Exchange on the dividend payment date and added to the
Common Stock Unit Account.

If the minimum level of the targeted performance range is not attained, no award is paid. If the
minimum of the performance target range is achieved, participants receive a payment of 20% of the
Target Award for that performance measure, |f the target value of the performance range is
attained, participants receive a payment of 100% of the Target Award for that performance measure.
Superior performance, achieving results in excess of the target value, results in a payment in excess
of 100% of the Target Award based upon a formula, as exhibited in footnote 4 under the Long-Term
Incentive Plan Table. The formula is applied separately for each performance measure.

Payouts to the named executives for the 1993-1995 award cycle and 1994-1995 award period
are shown in the Summary Compensation Table on page 11. Also shown are historical awards for
the 1991-1993, 1992-1994 cycles and 1994 supplement. The awards shown reflect the following
combinations of performance: the 1993-1995 ROE goal was not met completely, while the goal for
the 1994-1995 award period was exceeded. With respect to these three-year cycles, the Committee
had the discretion to adjust targets or performance results to refiect unusual items that the
Committee determined were extraordinary, nonrecurring and unrelated to the normal operations of
the business and unanticipated or not coniemplated at the time the targets were originally
established. Grants for the 1995-1997 award cycle are shown in the Long-Term Incentive Plan
Awards Table on page 13. '

Under the LTIP, the Committee normally approves grants of stock options, which may include
tandem stock appreciation rights (“SARs"). These options are granted to a substantially larger
group of executives, including the five executives named in the Summary Compensation Table, than
those who are eligible to receive performance bonuses under the LTIP.

In approving the number of options and SARs awarded under the LTIP, the Committee
compares GTE's grant levels to competitive practices with respect to such grants over a period of
time. GTE's philosophy is to be at or near a median grant posture of the comparator group of
companies. The number of options currently held by any individual participant was not a factor in
determining individual grants for 1995. in 1985, Mr. Lee and the other four most highly compensated
officers received the awards shown in the Summary Compensation Table on page 11.

Mr. Lee's supplemental award was the result of the range adjustment, as discussed earlier.

Internal Revenue Service Rules Relating to Deductibility of Compensation
b

In late December 1995, the Internail Revenue Service (“IRS") issued final regulations that apply
to the provision in the Internal Revenue Caode limiting the tax deduction a publicly held corporation
may take for compensation paid to its chief executive officer and its four other most highly
compensated employees. The IRS regulations limit the amount that a company may deduct to one
million dollars per person unless the compensation constitutes “‘performance based” compensa-
tion. The regulations contain transition rules which companies generally may rely on until the first
shargholder meeting in 1997.

In order to comply with the IRS regulations, the Committee has adopted certain procedures to
provide for the deductibility of future amounts received under the EIP for 1995 and LTIP for cycles
commencing in 1984. The provisions include, but are not limited to, limiting positive discretion and
establishing the maximum award payable to any individual participant under the EIP. However,
performance bonuses paid under the LTIP for 3-year performance cycles beginning prior to 1994,
do not qualify for the performance-based exemption to the one million dollar limit.
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Other Compensation Plans

GTE also has various broad-based employee benefit plans. Executives participate in these
plans on the same terms as eligible, non-executive employees, subject to any legal limits on the
amounts that may be contributed or paid to executives under the plans. GTE offers an Employees’
Stock Plan pursuant to the provisions of Section 423 of the Internal Revenue Code of 1986 as
amended (the “Code") under which employees may purchase GTE Common Stock at a discount.
The GTE Savings Plan (the "Savings Plan’), pursuant to the provisions of Section 401 (k) of the
Code, permits employees to invest in a variety of funds on a pre- or after-tax basis. Matching
contributions under the Savings Plan are made in GTE Common Stock.

GTE also maintains pension, insurance and other benefit plans for its employees.

Russéll E. Palmer, Chairman Edward H. Budd - '
James R. Barker James L. Ketelsen

March 8, 1996
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Executive Compensation Tables

The following tables pravide information about executive compensation.

SUMMARY COMPENSATION TABLE

The following table sets forth information about the compensation of the Chief Executive Officer

and each of the other four most highly compensated executive officers of GTE for services in ali
capacities to GTE and its subsidiaries.

Leng Term Compensation

Annual Compenaation Awerds Payouts
Securities
Restricted Undertying LTIP All Other
Name and Principal Salary Othar Annual Stock Options/  Payouts Compensation
Position H {$){1) Bonus{$) Compensation($) Awards(2) SARs{#) ($)(3) {$)(4)
Charles A.Lee................ 1985 897,500 1,403,600 0 0 247,100 1,347,500 10,613
Chairman & Chief 1994 784,615 1,219,500 0 0 182,300 698,100 7075
Executive Officer 1993 728,846 1,016,800 0 0 86,000 207,100 1.067
Kent B, Foster ................ 1995 762,604 953,200 0 1 187,900 848,300 10,613
President(5) 1994 687,608 837,900 0 v} 138,100 397,800 7,075
1993 603,659 531,700 o 0 58,800 117,100 6,502
Michael T. Masin._............. 1995 633,230 797,400 0 0 163,100 683,200 10,613
Vice Chairman and 1994 564,577 706,500 0 0 117,800 364,600 5,690
President - 1963 95,192 119,100 0 0 100,000 130,800 0
International{6)
Thomas W, White ............. 1995 418,884 443,800 1] 0 98,800 331,800 10,613
President - GTE Telephone
Operations Group(7)
William P. Barr................ 1995 382,500 316,400 0 0 47,600 255,100 10,613
Senior Vice President and 1994 183,577 149,400 0 0 £0,000 140,100 0

General Counse!(8)

M

(2)

(3)

(4)

()

(6)

(7)

The data in the table includes fees of $20,604, $22,896 and $21,944, respectively, received by

Mr. Foster when he served as a director of BC TEL during 1995, 1994 and 1993. Mr. Masin and
Mr. White received fees of $6,730 and $16,607, respectively, for serving as directors of BC TEL
during 1995. BC TEL is an indirectly-owned subsidiary of GTE.

Neither Messrs. Lee, Foster, Masin, White nor Barr own any restricted shares of GTE Common
Stock.

1995 LTIP Payouts include transition awards for the 1994-95 performance period, which were
established by the Committee as a special grant to allow for the smooth transitioning from a
single measure of long-term performance {return on equity) to a combined measure (returmn on
equity and operating cash flow margin). ‘

All other compensation for 1995 includes company contributions to the GTE Savings Plan of
$6,750 for each of Messrs. Lee, Foster, Masin, White and Barr and company contributions to
the GTE Executive Salary Deferral Plan of $3,863 for each of Messrs. Lee, Foster, Masin, White
and Barr.

Mr, Foster was elected President in June 1995. He served as Vice Chairman and President —

.GTE Telephone Operations Group from October 1993 until June 1995. He had been Presi-

dent — GTE Telephone Operations Group since 1989.

Mr. Masin joined GTE as Vice Chairman effective October 1993. He was also elected

President — international in June 1995, Prior to joining GTE he was a partner with the law firm
of O'Melveny & Myers.

Mr. White was elected President — GTE Telephone Operations Group in July 1995. He served
as an Executive Vice President of GTE Telephone Operations Group since 1991 and had been a
Senior Vice President of GTE Telephone Operations Group since 1989,
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(8) Mr. Barr was elected Senior Vice President and General Counsel effective July 1994, Prior to
joining GTE, he was a partner in the Washington, D.C. office of the law firm of Shaw, Pittman,
Potts & Trowbridge since 1993. He served as Attorney General of the United States from 1991
to 1993. Mr. Barr joined the Department of Justice as Assistant Attorney General in charge of
the office of Legal Counsel in 1989, and subsequently served as Deputy Attorney General prior
to his appointment as Attorney General.

OPTION/SAR GRANTS IN LAST FISCAL YEAR

The following table shows all grants of options and tandem stock appreciation rights (“SARs")
to the named executive officers of GTE in 1895. The options and SARs were granted under the LTiP.
Pursuant to SEC rules, the table also shows the value of the options granted at the end of the option
terms (ten years) if the stock price were to appreciate annually by 5% and 10%, respectively. There
is no assurance that the stock price will appreciate at the rates shown in the table. The table also
indicates that if the stock price does not apprecnate there will be no increase in the potential
realizable value of the options granted.

Potential Realizable Value at
Assumed Annual Rates of Stock
individual Grants Price Appreciation for Option Term

Percent
Number of of Total
Securities Options/SARs Exercise
Under 1‘ nted to or Base
Options/SARs Employses in Price E:Blnﬂon
ate

Name Granted (1) Year ($/SH} Lr.) 5% 10%
Charles R.Lee ............. 215,500 3.81% 33.38 - 02-13-05 $0 .34,523,207 $11,462,694
' 31,600 056% 4100 11-08-05° 0 814,514 2,063,975 :
KentB.Foster.............. 163,100 2.89% 33.38 02-13-05 0 3423364 8,675.477
24,800 0.44% 3444 070205 ¢ 536,922 1,360,557
Michael T. Masin ........... 139,000 2.46% 3338 02-13-058 ¢ 2917521 7,393,570
24,100 0.43% 3444 070205 O 521,766 1,322,155
Thomas W. White........... 63,500 1.12% 3338 02-13-05 0 1332824 3,377,838
35,300 . 0.62% 35.75 07-30-05 0 793,375 2,010,409
William P.Barr ............. 47,600 0.84% 3338 0213405 0O 999,093 2,531,809

(1) Each option was granted in tandem with a SAR, which will expire upon exercise of the option.
Under the LTIP, one-third of these grants vest annually commencing one year after the date of
‘grant,

If the price of the GTE Common Stock appreciates, the value of GTE Common Stock held by the
shareholders wili also increase. For example, the market value of GTE Common Stock on
February 14, 1995 was approximately $32.03 billion based upon.the market price on that date. If the
share price of GTE's Common Stock increases by 5% per year, the market value on February 14,
2005 of the same number of shares would be approximately $52.18 billion. if the price of GTE's
Common Stock increases by 10% per year, the market value on February 14, 2005 would be '
approximately $83.09 billion. '
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AGGREGATED OPTION/SAR EXERCISES IN LAST FISCAL YEAR
AND FY-END OPTION/SAR VALUES

The following table provides information as to options and SARs exercised by each of the

~~ 1ed executive officers of GTE during 1995. The table sets forth the value of options and SARs

1 by such officers at year end measured in terms of the closing price of GTE Common Stock on
:ember 29, 1995,

Number of Securities Value of Unexercised

Shares Underlying Unexercised In-The-Money Options/SARs
Acquired on Value Options /SARs at FY-End At FY-End($)

Name Exercise(#) Realized($) Exercisable Unexercisable Exercisable Unexercisable
desR.Lea........ 18,600 367,738 553,399 397,301 7,891,305 3,874,739
iB.Foster ........ 0 0 251,331 299,569 2,836,272 3,071,409
ael T. Masin .. ..... 0 0 105,932 274,968 826,501 2,714,980
nas W. White ..... 19,800 227,700 105,566 142,134 1,227,717 1,428,689
imP.Barr........ 0 0 20,000 87,600 261,250 1,022,300

LONG-TERM INCENTIVE PLAN — AWARDS IN LAST FISCAL YEAR

The LTIP provides for awards, currently in the form of stock options with tandem SARs, other
k-based awards and dollar denominated awards, to participating empioyees. The stock options
tandem SARs awarded under the LTIP to the five most highly compensated individuals in 1995
shown in the table on page 12. The LTIP is described in more detail on pages 8 and 9.

Esti F P
ghumber of | [performance o \,.4er Non-Stock Price-Based blan(1)
or Other Maturation or Threshold(2) Tar%etta)
Name Rights Payout {# ot -Units) (# of Units) Maximum(4)

les R. Lee(5) ............. 21,600 3 Years 4,946 24,732
3,085 30 Months 687 3,436
1,900 18 Months 406 2,028
950 6 Months 194 972
B. Foster(6).............. 15,400 3 Years 3,527 17,633
- 2415 30 Months 538 2,690
1,450 18 Months 310 1,548
610 6 Months 125 624
ael T. Masin(7) ........... 13,000 3 Years 2,977 14,885
2,000 30 Months 446 2,228
1,200 18 Months 258 1,281
485 6 Months 99 496
1as W. White(8) ........... 5,900 3 Years 1,351 6,755
2,495 29 Months 556 2,779
1,465 17 Months 313 1,564
370 5 Months 76 378
mP.Barr................. 4,700 3 Years 1,076 5,381

t is not possible to predict future dividends and, accordingly, estimated Common Stock Unit
iccruals in this table are calculated for illustrative purposes only and are based upon the
lividend rate and price of GTE Common Stock at the close of business on December 29, 1995.
The target award is the dollar amount derived by multiplying the Common Stock Unit balance at
he end of the award cycle by the price of GTE Common Stock.

“he Threshold is the level of the average return on equity {(“ROE") and the average operating
:ash flow margin (“OCFM™} during the relevant cycle which represents the minimum accept-
ible performance level for both the ROE and OCFM performance measures. If the Threshold is
ittained with respect to both performance measures, the award will be equal to 20% of the
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(6)

(7)

(8)

combined target award for ROE and OCFM. Because ROE and OCFM are separate perform-
ance measures, it is possible to receive an award if the Threshold is achieved with respect to
only one of the performance measures. If the actual results for one, but not both, perfarmance
measures is at the Threshold level, the portion of the award determined by the measure
performing at the Threshold level will be at 20% of the target award for that performance
measure, and no award will be made for the portion of the award determined by the measure
performing at less than the Threshold level. However, if the actual resuits for both performance
measures are below the minimum acceptable performance level, no award will be earned.

The Target is the level of the average ROE and the average OCFM during the cycle which
represents outstanding performance for both the ROE and OCFM performance measures, If
the Target is attained with respect to both performance measures, the award will be equal to

100% of the target award for ROE and OCFM. If the actual results for one, but not both, |

performance measures is at the Target level, the portion of the award determined.by the

measure performing at the Target level will be at 100% of the target award for that performance
measure, and the portion of the award determined by the measure performing at fess than

100% will be determined accordingly.

This column has intentionally been left blank because it is not possible to determine the
maximurm award until the award cycle has been completed. The maximum amount of the award
Is limited by the amount the actual ROE and the actual OCFM exceed the targeted ROE and the
targeted OCFM. If GTE's average ROE and OCFM during the cycle exceed their respective

performance targets, additional bonuses may be earned according to the following schedule:

Performance Increment

Above Maximum Added Percentage

__Performance Target to Maximum Awards
Firstand Second 0.1% .................... +2%
Thirdand Fourth 0.1% .................... +3%
Fifthand above 0.1% .........ccivivvvnn. +4%

For example, if average ROE and OCFM performance each exceed the ROE and OCFM targets ‘

by .5%, respectively, the performance bonus will equal 114% of the combined target award.

The award of 21,600 units to Mr. Lee represents the grant for the 1995-97 performance period
made in his position as Chairman and Chief Executive Officer. Pursuant to GTE's compensation
policies; the other grants shown are incremental, prorated awards made in 1395 when his
position was reclassified and apply to the original targets under the 1995-97, 1994-96 and
1993-95 performance periods.

The award of 15,400 units to Mr. Foster represents the grant for the 1995-97 performance

period made while he was Vice Chairman and President of GTE Telephone Operations Group. .
Pursuant to GTE's compensation policies, the other grants shown are incremental, prorated
awards made when he was promoted to President and his position was reclassified and apply

to the original targets under the 1995-97, 1994-96 and 1993-95 performance periods.

The award of 13,000 units to Mr, Masin represents the grant for the 1995-97 performance
period made while he was Vice Chairman. Pursuant to GTE's compensation policies, the other
grants shown are incremental, prorated awards made when he took on the additional responsi-
bilities of President — International and his position was reclassified and apply to the original
targets under the 1995-97, 1994-96 and 1993-95 performance periods.

The award of 5,900 units to Mr. White represents the grant for the 1995-97 performance period
made while he was an Executive Vice President of GTE Telephone Operations Group. Pursuant
to GTE's compensation policies, the other grants shown are incremental, prorated awards
made when he was promoted to President — GTE Telephone Operations Group and apply to
the 1995-97, 1994-96, and 1993-85 performance periods.
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rmance Graph

he following table shows a comparison of five year cumulative total return to shareholders for
Zommon Stock, Standard & Poor's (“S&P") 500 Index, and Standard & Poor’s Telephone

$250

$200 A

n
a
<
-
-
3| s100 ::A :
3
$50
1/1/91 12/31/91  12/31/92  13/31/93  12/31/94  12/31/95
1/1/91 12/31/91 | 12/31/82 | 13/31/93 | 12/31/94 | 12/31/95
GTE COMMON STOCK $100 $125 $132 $140 $12¢ $196
S & P 500 INDEX $100 $130 $140 $154 $156 $215
S & P TELEPHONE INDEX $100 $108 $118 $136 $130 $197

—+— GTE —7Zy— 5 &P 500 INDEX —O— 8 &P TELEPHONE INDEX

¢ Assumes $100 Invested on January 1, 1991,

s S&P Telephone Index is comprised of the common stocks of the Regional Bell Holding
Companies plus GTE and Alltel Corporation.

ive Agreements

‘E has entered into agreements (the “Agreements’) with Messrs. Lee, Foster, Masin, White

wr regarding benefits to be paid in the event of a change in control of GTE {a ‘““Change in
‘ll ) .

change in Contro! is deemed to have occurred if a majority of the members of the Board do
nsist of members of the Incumbent Board (as defined in the Agreements) or if, in any
1th period, three or more directors are elected without the approval of the Incumbent Board.
vidual whose initial assumption of office occurred pursuant to an agreement to avoid or settle
1 or other election contest is not considered a member of the Incumbent Board. In addition, a
r who is elected pursuant to such a settlement agreament will not be deemed a director who
ed or nominated by the incumbent Board for purposes of determining whether a Change in
. has occurred. A Change in Control will not occur in the following situations: (1) certain

transactions in which there is at least 50% GTE shareholder continuity in the surviving
ition, at least a majority of the members of the board of directors of the surviving corporation

of members of the Board and no person owns more than 20% (or under certain circum-
3, a lower percentage, not less than 10%) of the voting power of the surviving corporation
1g the transaction, and (2) transactions in which GTE's securities are acquired directly from
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The Agreements provide for benefits to be paid in the event these individuals separate from
service and have a “good reason” for leaving or are terminated without "'cause” within two years
after a Change in Contro! of GTE.

Good reason for leaving includes but is not limited to the following events: demotion, relocation
or a reduction in total compensation or benefits, or the new entity's failure to expressly assume
obligations under the Agreements. Termination for cause includes certain unlawful acts on the part
of the executive or a material violation of his or her responsibilities to the Corporation resulting in
material injury to the Corporation.

An executive who experiences a qualifying separation from service will be entitied to receive up
to two times the sum of (i) base salary and (ii) the average of his percentage awards under the EiP
for the previous three years. The executive will also continue to receive medical and life insurance
coverage for up to two years and will be provided with financiai and outplacement counseling.

In addition, any member of the Office of the Chairman with less than 10 years of service with
GTE will receive the following special service credit in the following amounts: two times years of
service otherwise credited if the executive has five or fewer years of credited service; 10 years if
credited service is more than five and not more than 10 years; and, if the executive's credited
service exceeds 10 years, the actual number of credited years of service. These additional years of
service will apply towards vesting, retirement eligibility, benefit accrual and all other purposes under
the Supplemental Executive Retirement Plan (“SERP") and the Executive Retired Life Insurance
Plan. In addition, each executive covered under an Agreement will be considered to have not less
than 76 points and 15 years of accredited service for the purpose of determining his eligibility for
early retirement benefits. The Agreements provide that there will be no dupiication of benefits.

et - s LA ot e e e e

in order to replace certain pension entitlements that would have been payable to Mr. Masin had
he remained with his former erployer, he will also receive a single fife annuity pension of $200,000
per year (the “‘Special Pension’) with an unreduced surviving spouse benefit when he leaves GTE.
? He will only be eligible to receive the Special Pension if he meets certain eligibility criteria when he
f separates from GTE. if he is separated involuntarily after age 60 or a Change in Control occurs at
; any age and Mr. Masin separates for “good reason” or is terminated without cause,” he will be
aligible for postretirernent medical benefits.

Each of the Agreements remains in effect until July 1, 1999 unless terminated earlier pursuantto

;;;;;;:::1—7;-1;;.1-‘?“*3*' its terms. The Agreements will be autoratically renewed on each successive July 1 unless, not later

than December 31 of the preceding year, one of the parties notifies the other that he does not wish
to extend his respective Agreement. If a Change in Control occurs, the Agreements will remain in
eftect until the obligations of GTE (or its successor) under the Agreements have been satisfied.

RN SN

Retirement Programs
Pension Plans
The estimated annual benefits payable, calculated on a single life annuity basis, under GTE’s
defined benefit pension plans at normal retirement at age 65, based upon final average earnings

(integrated with social security as described below) and years of service, is illustrated in the
following table:
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PENSION PLAN TABLE

al Average Years of Service

EaTnina s - 20 23 =0 . —
300,000 § 64,085 - $ 85,446 $106,808 $§ 128,169 $ 149,631
400,000 85,835 114,446 143,058 171,669 200,281
500,000 107,585 143,446 179,308 215,169 251,031
600,000 129,335 172,446 215,558 258,669 301,781
700,000 151,085 201,446 251,808 302,169 352,531
800,000 172,835 230,446 288,058 345,669 403,281
900,000 194,585 259,446 324,308 389,169 454,031
.000,000 216,335 288,446 360,558 432,669 504,781
,200,000 259,835 346,446 433,058 519,669 606,281
,500,000 325,085 433,446 541,808 650,169 758,531
,000,000 433,835 578,446 723,058 867,669 1,012,281
,500,000 542,585 723,446 904,308 1,085,169 1,266,031
750,000 596,960 795,946 994,933 1,193,919 1,392,906

All executive officers of GTE are employees of GTE Service Corporation, a whoily-owned
isidiary, which maintains the GTE Service Corporation Plan for Employees’ Pensions (the
wrvice Corporation Plan’), a noncontributory pension plan for the benefit of all of its employees
2d on years of service. Pension benefits to be paid from the Service Corporation Plan and
tributions to the Service Corporation Plan are related to basic salary exclusive of avertime,

srentials, incentive compensation (except as otherwise described} and other similar types of .

ments. Under the Service Corporation Plan, pensions are computed on a two-rate formula basis
".15% and 1.45% for each year of service, with the 1.15% service credit being applied to that

tion of the average annual salary for the five highest consecutive years that does not exceed the’

jal Security integration Level (the portion of salary subject to the Federal Social Security Act),
the 1.45% service credit being applied to that portion of the average annual salary that exceeds
1level. As of March 8, 1996, the credited years of service under the Service Corporation Ptan for
;srs. Lee, Foster, Masin, White and Barr are 12, 25, 2, 27, and 1, respectwely

Under federal law, an employee’s benefits under a qualified pension plan, such as the Service
soration Plan, are limited to certain maximum amounts. GTE maintains a SERP, which supple-
its the benefits of any participant in the Service Corporation Plan in an amount by which any
icipant's benefits under the Service Corporation Plan are limited by law. In addition, the SERP
1des a provision permitting the payment of additional retirement benefits determined in a similar
nar as under the Service Corporation Plan on remuneration accrued under management
ntive plans as determined by the Executive Compensation and Organizational Structure Com-
3e. SERP benefits are payable in a lump sum or an annuity.

:ecutive Retired Life Insurance Plan

The GTE Corporation Executive Retired Life insurance Plan (“ERLIP”") provides Messrs. Lee,
er, Masin, White and Barr a postretirement life insurance benefit of three times final base salary.
n retirement, ERLIP benefits may be paid as life insurance or, optionally, an equivalent amount
1l to the present value of the life insurance amount (based on actuarial factors and the interest
then in effect), as a lump sum payment, as an annuity or as installment payments.
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Certain Transactions

During 1995, The Boston Consulting Group, Inc. received fees from GTE's subsidiaries of
approximately $2,884,000 for consulting services. Dr. Sandra Q. Moose is a director of GTE and a
Senior Vice President, Chair of the East Coast Practice and Director of The Boston Consuilting
Group, inc.

GTE's subsidiaries utilized the services of Thompson, Hine and Flory during 1995,
Mr. Robert D. Storey is a director of GTE and a partner in that law firm.

The investment banking firm of PaineWebber incorporated received underwriting commissions
and fees from GTE and its subsidiaries on the sale of securities and financial advisory services
during 1995. it is possibie that PaineWebber may have received additional brokerage commissions
from trustees of the various pension, retirement, savings or similar plans of GTE and its subsidiar-
ies; but any such commissions would not have been as a result of direction by GTE or its
subsidiaries with regard to such orders. Mr. Richard W. Jones is a director of GTE and a business
consultant for PaineWebber Incorporated.

Mr. Charles Wohistetter, who was Vice Chairman and a director of GTE, died during 1995. After
Contel merged with a subsidiary of GTE in 1991, GTE assumed and modified Mr. Wohlstetter's
agreement with Contel to serve as a consuitant for the remainder of his life. The agreement provided
that he would be compensated at an annual rate of $824,828 plus the payments he received under
the Contel Senior Executive Supplemental .Income Plan and pension plan. In the event of
Mr. Wohistetter's death, such agreement provided that GTE would pay his wife during her lifetime
one-half of the amounts which would have been payable to Mr. Wohistetter under the agreement.
During 1995, Mr. and Mrs. Wohistetter each received $274,944, and Mr. Wohlstetter also received
miscellaneous compensation from GTE (including personal automobile and aircraft related ex-
penses, club memberships and tax assistance services) valued at $65,079.

Ownership of Stock by Directors, Nominees for Directors and Executive Officers
Voting Stock and Stock-Based Holdings

The table below sets forth {a) the shares of GTE Common Stock beneficially owned by each
director, nominee for director, the Chief Executive Officer and the other four most highly compen-
sated executive officers, and by all directors and executive officers as a group; and (b) the total
GTE stock-based holdings of the named individuals and the group. No director, nominee for director
or executive officer owns as much as one-tenth of one percent of the total outstanding shares of

GTE Common Stock, and all directors and executive officers as a group own less than one-half of

o ——— A A gt o

one percent of the total outstanding shares of GTE Common Stock. Unless otherwise indicated, all

persons named in the table have sole voting and investment power with respect to the shares
shown.

The last column of the table combines beneficial ownership of shares of GTE Common Stock

(including shares which may be acquired within 60 days pursuant to the exercise of stock options)
with holdings of Common Stock Units by nonemployee directors (which are payable in cash under
the Deferred Compensation Plan and the PSP} and by executive officers {which are payable in cash
pursuant to deferrals under the EIP and the LTIP). This column indicates the alignment of the
named individuals and group with the interests of GTE's shareholders because the value of their
total holdings will increase or decrease in line with the price of GTE Common Stock.
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Shares Beneficially

Owned as of

GTE Stock-Based

Heldings as of

ne of Director or Nominge March 8, 1996 March 8, 1998
W L AREZE . et e 2.501 4,304
MES R, BaAlKBr . ..ottt et e ia et ia ettt 4,200 84,150
ward H. BUdd ... 4,181 14,085
Bert F. Daniell ... ... o e e e 200 200
MB.Foster{1)(2) .o veeii i i 422,748 459,858
nes L. JORNSON{Z) ... oottt it iiiaaaa s 673,543 675,204
RAIG W, JOMBS ..o o vttt tvreeeaineaeeeeraeiaaannanann 12,288 156,205
nes L. KetelSen ....ocvinnini ittt iiaie e eeiinrann 1,800 3.481
arles R LeB(1)(2) - ovvnrn e ciinen i 796,562 828,285
hael T. Masin(1)(2){4) ..., 195,133 206,070
BT L L0 Y T o T P 1,800 3,461
3SEI E. PaAIMBr . ...ttt v i 2,200 3,861
vard SIoan(3) ... .o i 54,799 56,460
Jert D, SlOrBY . ... e 700 2,361
2,172,685 2497965
sutive Officers{1){2)
S R LB ..irtitr e iorainanenoreataatoaananeans 796,562 828,285
tB.Foster..........o.ounn N 422 748 459,858
hael T.Masin(4) .......ooviiiiiiiiieriniiienarenaennns 195,133 206,070
masW. White ......... ... i iiieanannns 116,841 116,841
= 12 T 2 = T T 98,436 98,436
1.629.720 1,709,490
firectors and executive officers as a group{1}(2)........ 2,754,038 3,093,749

Includes shares acquired through participation in GTE's Consolidated Employee Stock Owner-
ship Plan and/or the GTE Savings Plan.

Included in the number of shares beneficially owned by Messrs. Lee, Foster, Masin, White, Barr
and Johnson and all directors and executive officers as a group are 635,165, 367,865, 191,531,
106,699, 97,600, 596,900, and 2,369,497, respectively, which such persons have the right to
acquire within 60 days pursuant to the exercise of stock options.

Includes 10,797 shares held in trusts on behalf of a member of Mr. Stoan's family. Mr. Stoan

has voting and investment power with respect to these shares but disclaims any beneficial
interest therein.

Mr. Masin participated in the Deferred Compensation Plan and the PSP while he was a non-
employee director of GTE. in October 1993, Mr. Masin became an employee of GTE. He is no

longer eligible to receive or defer additional compensation under the Deferred Compensation
Plan or to receive new grants under the PSP.

stor and Executive Officer Securities Reports

The Federal securities laws require GTE's directors and executive officers, and persons who
more than 10% of a registered class of GTE's equity securities, to file with the SEC and the

E initial reports of ownership and reports of changes in ownership of any equity securities of the
-oration.

To GTE's knowledge, based solely on review of the copies of such reports furnished to GTE

representations that no other reports were required, all persons subject to these reporting
rements filed the required reports on a timely basis.
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ITEM 1,

Election of Directors

The Beard of Directors is divided into three classes. Each class of directors is elected for a
three-year term. Messrs. Budd, Johnson, Ketelsen and Lee are nominated for election by GTE's
shareholders as Class | directors. Mr. Danielf was elected a director in March 1996 but was not
assigned to a specific class. He is nominated for election by GTE’s shareholders as a Class I
director. In order to better balance the number of directors in each class, Mr. Masin, who is
presently serving as a Class | director, is nominated for election by GTE's shareholders as a Class Il
director. All nominees for both Class | and Class Il directors are currently directors and, other than
Mr. Daniell, were previously elected by the shareholders. The Class { directors will serve for a term
of three years which expires at the Annual Meeting of Shareholders in 1999 or when their
successors are elected and qualified. The newly-elected Class Il directors, Messrs. Daniell and
Masin, will serve for a term of one year which expires at the Annual Meeting of Shareholders in 1997
or when their successors are elected and qualified. Each nominee is at present available for
election.

Prior to the Annual Meeting, Mr. Howard Sloan, a Class |l director, will reach the mandatory age
for retirement. Accordingly, he will retire from the Board at the conclusion of the Annual Meeting.

if all the nominees for directors are elected by GTE's shareholders at the Annual Mesting, the
Board of Directors will then consist of 13 directors, 10 directors whose principal occupations are
outside GTE and 3 directors who are presently employees of GTE. The following prowdes
information about the nominees for directors and the continuing directors. '

The Board recommends a vote FOR all nominees.
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BIOGRAPHICAL INFORMATION

Nominee, Age and
Year Elected a Director Principal Occupation and Other Information

Nominees for Class | Directors
Term Expiring at 1999 Annual Meeting

DWARD H. BUDD Retired Chairman of the Board of The Travelers Corporation. From
! 1985 January 1994 10 September 1994, Mr. Budd was Chairman of Travelers
Insurance Group, Inc. Mr. Budd was elected President and Chief
Operating Officer of The Travelers Corporation in 1976, Chief
Executive Officer in 1981 and Chairman in 1982. He is a Director of the
Travelers Group Inc., Dslta Air Lines, Inc. and a member of The
Business Council. He is Chairman of the Audit Commitiee and a
member of the Nominating Committee and the Executive
Compensation and Organizational Structure Committee of GTE.

AMES L. JOHNSON Retired Chairman and Chief Executive Officer. Mr. Johnson, who
1 198§ retired in 1992, has been designated Chairman Emeritus by the Board.
- He joined GTE in 1949 and has held a variety of management positions
within the Telephone Operations Group. He was elected President of
the GTE Telephone Operations Group in 1981, Senior Vice President of
GTE and President and Chief Operating Officer of its Telephone
Operations Group in December 1983, President and Chief Operating
Officer of GTE in March 1986 and became Chairman and Chief
Executive Officer in May 1988. Mr. Johnson is a Director of MONY
{The Mutual Life Insurance Company of New York), Valero Energy
Corporation, Harte-Hanks Communications, Inc., The Finover Group,
Walter Industries, Inc. and CellStar Corporation. He is also a Trustee of
the Joint Council on Economic Education. Mr. Johnson is a member of
the Audit Committee, the Pension Trust Coordinating Committee and
the Strategic Issues, Planning and Technology Committee of GTE.

\MES L. KETELSEN Retired Chairman of Tenneco Inc. Mr. Ketelsen retired as Chairman of
i 1986 Tenneco in 1992. He was slected Executive Vice President — Finance
gE—Lh . of Tenneco Inc. in 1972 and was appointed Chairman and Chief
Executive Officer in 1978. He is a Director of J.P. Morgan & Co.
incorporated and its principal subsidiary, Morgan Guaranty Trust
Company of New York, and of Sara Lee Corporation and a Trustea of
Northweastern University. Mr. Ketelsen is Chairman of the Pension
Trust Coordinating Committee and a member of the Executive
Compensation and Organizational Structure Committee and the Public
Policy Committee of GTE.
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BIOGRAPHICAL INFORMATION

Nominee, Age and
Year Elected a Director Principal Occupation and Other Information

Nominees for Class | Directors
Term Expiring at 1999 Annual Meeting

CHARLES R. LEE Chairman and Chief Executive Officer. Mr. Lee joined GTE in 1983 as
56 1989 Senior Vice President — Finance and in 1986 he was named Senior
oy < Vice President — Finance and Planning. He was elected President and
Chief Operating Officer, effective January 1, 1989, and became
Chairman and Chief Executive Officer in 1992. Prior to joining GTE, he
held various financial and management positions in the steei,
transportation and entertainment industries. Mr. Lee is a Director of
United Technologies Corporation, USX Corporation and The Procter &
Gamble Company. He is a member of the Business Roundtable, a
Trustee of the Board of Trustees of Cornell University, a Trustee of the
National Planning Association and Chairman of the New American
Realities Committee of the National Planning Association, a member of
The Conference Board, Harvard Business School's Board of Directors
of the Associates, and a Director of the Stamford Hospital Foundation.
Mr. Lee is a Personal Trustee of the GTE Foundation and a member of
the Strategic Issues, Planning and Technology Committee of GTE.

Year Electad a Director Principal Occupation and Other Information

Nominees for Class Il Directors
Term Expiring at 1987 Annual Meeting

2 Nominee, Age and
:

ROBERT F. DANIELL Chairman, United Technologies Corporation. Mr. Daniell was elected
62 1996 Chairman, United Technologies Corporation, effective January 1, 1987.

N He relinquished the offices of President and Chief Operating Officer in
February 1992 and the office of Chief Executive Officer in April 1994,
Mr. Daniell was elected President and Chief Operating Officer in 1984
and named to the additional post of Chief Executive Officer effective
January 1, 1986. He was elected Senior Vice President — Defense
Systems in 1983 and had served as Vice President of United
Technologies from 1982 to 1983 and President of Sikorsky Aircraft
from 1981 to 1983. He is a director of Shell Oil Co. and Travelers Group
inc.

_"H_:"“=“*‘~*—"'l

Vice Chairman of the Board and President — International. Mr. Masin
51 1989 was elected Vice Chairman in October 1993 and President —
TR TRE International in June 1995. Prior to that, he was Managing Partner of
the New York office of the law firm of O'Melveny & Myers and Co-chair
of the firm's international Practice Group. Mr. Masin joined the firm in
1969 and became a partner in 1977. He is a Director of TCW
Management Co., BC Telecom Inc., BC TEL, Compania Anonima
Nacional Telefonos de Venezuela {CANTV) and VenWorld. Mr. Masin
is a member of the Board of Trustees of Carnegie Hall, the Board of
Directors of the China America Society, the Dean’s Advisory Council of
Dartmouth College, the US-Canada Private Sector Advisory Council of
the Inter-American Development Board, the Business Committee of the
Board of Trustees of the Museum of Modern Art, the Council on
Foreign Relations, and a Personal Trustee of the GTE Foundation.
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The following provides information about the members of the Board of Directors who are
ntinuing in office, as well as Mr. Sloan, who will retire from the Board at the conclusion of the
anual Meeting.

BIOGRAPHICAL INFORMATION

Director, Age :
and Year Elected Principal Occupation and Other Information

Class Il Directors
Term Expiring at 1997 Annual Meeting

AMES R. BARKER Chairman of The Interlake Steamship Co. and Vice Chairman of
J 1976 Mormac Marine Group, Inc. and the Moran Towing Company.

y Mr. Barker is also a Director and a principal owner of Meridian
jgregates, Inc., a producer of aggregate products for the construction and railroad industries.
r. Barker was formerly Chairman of the Board of Moore McCormack Resources, inc. and
hairman of that company's operating subsidiaries since April 1971, He was also Chief Executive
fficer of Moore McCormack Resources, Inc. from 1971 to January 1987. In 19689, Mr. Barker co-
unded a management consulting firm, Temple, Barker & Sloane, Inc., and served in the capacity of
<ecutive Vice President. He is a Director of The Pittston Company and Eastern Enterprises and is
ce Chairman of the Board of Trustees of Stamford Hospital. Mr. Barker is Chairman of the
ominating Committee and a member the Executive Compensation and Organizational Structure
smmittee and the Strategic Issues, Planning and Technology Committee of GTE.

‘CHARD W. JONES Business Consultant, PaineWebber Incorporated. From 1977 to 1988
) 1966-1974 he was Managing Director and Executive Vice President of the
nuary 1975 investment banking firm of E.F. Hutton & Company, Inc. Prior to

assuming that position, Mr. Jones was associated with Paine,
ebber, Jackson & Curtis Incorporated, investment bankers, having served as Senior Vice
‘esident and a Director of that firm from 1973 to 1977. Mr. Jones was also associated with
itchum, Jones & Templeton Incorporated, investment bankers, having served as President of that
m from 1861 through 1970 and Chairman of the Board from 1970 through 1973. He is a member of
e Audit Committee and the Public Policy Committee of GTE.

:

JWARD SLOAN Mr. Sloan is a private investor. Prior to joining GTE's Board he was a
! 1891 Director of Contel Corporation. Mr. Sloan is a Director of Melville

Biologies Inc., a Trustee and Chairman of the Board of the New York
ood Center and a Trustee of Lincoln Center Theater. He is a member of the Audit Committee, the
Jblic Policy Committee and the Pension Trust Coordinating Committee of GTE.
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BIOGRAPHICAL INFORMATION

Director, Age
and Year Elected Principal Occupation and Other Information

Class lll Directors
Term Expiring at 1998 Annual Meeting

EDWIN L. ARTZT Chairman of the Executive Committee and Director of The
65 1984 Procter & Gamble Company. Mr, Artzt was Chairman of the Board and

Chief Executive Officer from January 1990 until July 1995,
Mr. Artzt had served as Vice Chairman of the Board of The Procter & Gamble Company and
President of Procter & Gamble International since 1984. Prior to that, he was an Executive Vice
President since 1980 and had served as Group Vice President for European operations. Mr. Artztis
a Director of Teradyne, Inc., Delta Air Lines, Inc., American Express Company, Barilla S.p.A. and a
member of the Business Council.. Mr. Artzt is Chairman of the Sfrategic Issues, Planning and
Technology Committee, and a member of the Nominating Committee and the Pension Trust
Coordinating Committee of GTE.

KENT B. FOSTER President. Mr. Foster served as Vice Chairman of the Board of
52 1992 Directors from October 1993 until June 1995 and President of GTE

Telephone Operations Group from January 1989 until June 1995.
Since joining GTE in 1970, Mr. Foster served in a number of positions of increasing responsibility
throughout the GTE system. Mr. Foster serves on the Board of Directors of New York Life insurance
Company, NationsBank of Texas and the Dallas Symphony Orchestra. He is a Trustee of The Dallas
Museum of Art and a member of the Dallas Opera Executive Board. Mr. Foster is also a Personal
Trustee of the GTE Foundation. . - :

SANDRA O. MOOSE Senior Vice President, Director and Chair of the East Coast Practice,
54 1978 The Boston Consulting Group, In¢. She is a Director of Rohm and Haas

Company and twenty-seven investment companies sponsored
by The New England Funds, a Corporator of New England Deaconess Hospital, a member of the
Dana-Farber Cancer Institute and a Director of the Harvard University Graduate School Alumni
Association. She is Chairperson of the Public Policy Committee. and a member of the Audit
Committee and the Strategic Issues, Planning and Technology Committee of GTE.

RUSSELL E. PALMER Chairman and Chief Executive Officer, The Palmer Group. Mr. Palmer
61 1984 was formerly Dean, The Wharton Schoo!, University of Pennsyivania

from 1983 until June 1990. Prior to that, he was
Managing Director and Chief Executive Officer of Touche Ross International (now Deloitte and
Touche), a worldwide accounting firm. Mr. Palmer joined Touche Ross in 1956 and was elected
Managing Director of Touche Ross International in 1974, Mr. Palmer is a Director of Bankers Trust
New York Corporation and its subsidiary, Bankers Trust Company, May Department Stores
Company, Allied-Signal, inc., Safeguard Scientifics, Inc., Imasco Limited and Federa! Home Loan
Mortgage Corporation. He has been President of the Financial Accounting Foundation and a
member of the Board of Directors of the American institute of Certified Public Accountants.
Mr. Palmer is a former member of the Presidential Commission on Management Improvement and
serves on the boards of a number of charitable and civic organizations. He is Chairman of the
Executive Compensation and Organizational Structure Committee and a member of the Nominating
Committee and the Strategic Issues, Planning and Technology Committee of GTE.
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Director, Age
and Year Elected Principal Occupation and Other Information
) Class Il Directors
Term Expiring at 1998 Annual Meeting
BERT D. STOREY Partner with the Cleveland law firm of Thompson, Hine and Flory.
1985 Mr. Storey previously was a partner with the Cleveland law firm of

McDonald, Hopkins, Burke & Haber Co., L.P.A. Mr. Storey joined its
decessor firm in 1967 and became a partner in 1971, In 1964 he began his career as an attorney
1 The East Ohio Gas Company and in 1966 he became Assistant Director of The Legal Aid
siety of Clevetand. He is a Director of Bank One, Cleveland, The Procter & Gamble Company and
y Department Stores Company. Mr. Storey is a Trustee of Case Western Reserve University and

Kresge Foundation and a former Trustee of Phillips Exeter Academy, Cleveland State University
i Overseer of Harvard University. He is a member of the Audit Committee, the Nominating
mmittee and the Public Policy Committee of GTE.

ITEM 2.
The following resolution will be offered by the Board of Directors at the meeting:

RESOLVED: That the appointment of Arthur Andersen LLP by the Board of Directors of the
-poration to conduct the annual audit of the financial statements of GTE Corporation and its
ssidiary companies for the year ending December 31, 1996 is ratified, confirmed and approved.

The Board of Directors Recommends a Vote FOR the Foregoing Proposal for the Following
asons:

The Board of Directors first appointed Arthur Andersen LLP {"Arthur Andersen™ ), independent
Jic accountants, as its auditors in 1935 and has reappointed the firm as auditors each
:ceeding year to date. As a result of Arthur Andersen’'s knowledge of GTE's operations and
utation in the auditing field, the Board of Directors is convinced that the firm has the necessary
'sonnel, professional qualifications and independence to act as GTE's auditors. The Board has
1in selected Arthur Andersen as GTE's auditors for the year 1996 and recommends that the
reholders ratify and approve the selection. Arthur Andersen's fees for recurring auditing and tax
vices for GTE and all of its subsidiaries for the year ended December 31, 1995 are estimated at
1.4 million. '

In the event this resolution does not receive the necessary vote for adoption, or if for any reason
hur Andersen ceases to act as auditors for GTE, the Beard of Directors will appoint other
ependent public accountants as auditors. Representatives of Arthur Andersen will attend the
qual Meeting. They will have the opportunity to make a statement and also will be available to
pond to appropriate questions from shareholders at the Annual Meeting.

ITEM 3.

Mr. John J. Gilbert, representing 300 shares of GTE Common Stock and /or Margaret R. Gilbert,
resenting 300 shares of GTE Common Stock and Margarst R. Gilbert and John J. Gilbert, co-
stees under the will of Caston J. Gilbert for 300 shares of GTE Common Stock, and representing
additional family interest of 800 shares of GTE Common Stock, and also representing Corporate
mocracy, Inc. (a not-for-profit-corporation), 29 East 64th Street, New York, New York
321-7043, for 300 shares of GTE Common Stock; and Margaret R. and/or John J. Gilbert trustees
ier the will of Samuel Rosenthal for 1,400 shares of GTE Common Stock; and M. Allan Frank,
32 East Center Avenue, Denver, Colorado 80224-1503, representing 100 shares of GTE Common
ick; and Edward and/or Edith Rudy, Box 7077, Yorkville Station, New York, New York
128-7077, who state that they are the beneficial owners of 519.262 shares of GTE Common
ick, have informed GTE that they intend to propose the following resolution at the Annual
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Meeting. The proposed resolution and supporting statement, for which the Board of Directors ang
GTE accept no respaonsibility, are as follows:

“*RESOLVED: That the stockholders of GTE Corporation, assembied in annual meeting in
person and by proxy, hereby request that the Board of Directors take the needed steps to provide
that at future elections of directors new directors be elected annually and not by classes as is now

provided and that on expiration of present terms of directors their subsequent eiection shali also be
on an annual basis."” :

The following is the statement submitted in support of this proposat:

“Continued, very strong support along the lines we suggest were shown at the last annual
meeting when 38%, a large increase over the previous year, 37,363 owners of 254,832,548 shares,
were cast in favor of this proposal. The vote against included 43,860 unmarked proxies,

ARCO to its credit, voluntarily ended theirs stating that when a very high percentage (34.6%)
desired it to be changed to an annual election it was reason enough for them to change it. Several
other companies have also followed suit such as Pacific Enterprises, Katy Industries, Hanover

: Direct and others. Also, Lockheed-Martin in the recent merger ended the stagger system.

Because of the normal need to find new directors and because of environmental problems and
the avalanche of derivative losses and many groups desiring to have directors who are qualified on
the subjects, we think that ending the stagger system of electing directors is the answer. In addition,
some recommendations have been made to carry out the CERES 10 points. The 11th, in our opinion, -
should be to end the stagger system of electing directors and to have cumulative voting.

Equitable Life Insurance Company, which is now called Equitable Companies, converted from a
policy owned company to a public stockholder meeting. Thanks to AXA, the comptrofling French
insurance company not wanting it, they now do not have a staggered board.

} Orange and Rockland Utility Company had a terrible time with the stagger system and its 80%
clause to recall a director. The chairman was involved in a scandal effecting the company. Not
having enough votes the meeting to get rid of the chairman had to be adjourned. Finally, at the
adjourned meeting enough votes were counted to recall him.

] If you agree, please mark your proxy FOR,; if you disagree mark AGAINST. NOTE: PROXY OR
SEERETER PROXIES NOT MARKED WILL BE VOTED FOR THIS RESOLUTION."

!

i

The Board of Directors Recommends a Vote AGAINST the Foregoing Proposal for the
Following Reasons:

The Board of Directors believes that a staggered board where approximately one-third of the
directors are elected annually, is in the best interests of the Corporation and its shareholders. Unlike
companies that have had a staggered board since their incorporation, GTE submitted the creation of
a staggered board to the vote of its shareholders at a special meeting in 1986. Approximately 75.6%
of the Corporation’s shares voted at that meeting voted to approve the creation of a staggered
board. This proposal seeks to reverse that action.

GTE continues to believe that this system is in the best interests of the Corporation and its
shareholders. This system helps provide continuity and stability of GTE's management and policies
because a majority of the directors at any one time will have prior experience as directors of GTE
and in-depth knowledge of the Corporation. This system permits directors to effectively represent
the interests of all shareholders in a variety of circumstances, including those created by a minority
sharehalder.

Approximately 44% of the companies listed in the “'Forbes Super 50" have a staggered board.
The Board recommends a vote against this proposal.
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ITEM 4.

GTE has been notified by the Ursuline Provincialate, Eastern Province of the United States, 323
;t 198th Street, Bronx, New York 10458-3105, which states that it is the owner of 3,100 shares of
£ Common Stock; the Congregation of the Sisters of Charity of the Incarnate Word, 6510
vndale, Houston, Texas 77223-0969, which states that it is the owner of 1,400 shares of GTE
nmon Stock; the Dominican Cangregation of Qur Lady of the Rosary, Sparkill, New York 10976,
ch states that it is the owner of 2,000 shares of GTE Common Stock; the Sisters of Charity of
nt Vincent de Paul, Mount St. Vincent Motherhouse, 150 Bedford Highway, Halifax, Nova Scotia
4345, Canada, which states that it is the owner of 6,000 shares of Common Stock; the Domestic
| Foreign Missionary Society of the Protestant Episcopal Church in the United States of America,
- Second Avenue, New York, New York 10017-4594, which states that it is the owner of 25,000
res of GTE Common Stock; the General Board of Pension and Health Benefits of the United
thodist Church, 1201 Davis Street, Evanston, lllinois 60201, which states that it is the owner of
835 shares of GTE Common Stock; the Sisters of Charity of Saint Elizabeth, P.O. Box 476,
ivent Station, New Jersey 07961-0476, which states that it is the owner of 869 shares of GTE
nmon Stock; and the Sisters of Loretto (Loretto Literary and Benevolent Institution), 3126 South
seola, Denver, Colorado 80236-2332, which states that it is the owner of 120 shares of GTE
nmon Stock, that they intend to propose the following resolution at the Annual Meeting. The
posed resolution and supporting statement, for which the Board of Directors and GTE accept no
aonsibility, are as follows:

“WHEREAS in fiscal year 1994, the United States controlied 55 — 70% of the world's arms
‘ket, delivering $12 billion in weapons. Since the fall of the Berlin Wall, the U.S. delivered over $62
on in weapons — almost half of the total worldwide exports. (‘Arms Trade News', 7/85).

WHEREAS the last three times the U.S. sent troops into combat in significant numbers, in

\ama, lraq and Somalia, they faced adversaries that received U.S. weapons or military technol-:

*in the period leading to the conflict. U.S. weapons supplied to anti-Communist rebels in Angola
| Afghanistan under the Reagan Doctrine have been used for devastating civil wars; in the Afghan
e, U.S.-supplied Stinger missiles turned up on the international black market as prized items
ght by all manner of rebel groups and terrorist organizations. ('Sale of the Century’, Common-
Y, William Hartung, 5/20/94).

‘U.S. Weapons at War: United States Arms Deliveries to Regions of Conflict’, (World Policy
itute, 1995} shows the U.S. was a major arms supplier in one-third of the 50 ethnic and territorial
flicts currently raging. The study says some 45 parties invelved in the conflicts purchased 'over
* billion in U.S. arms in the last ten years.

WHEREAS our company ranked 20 among Department of Defense leading corporations with
itracts in excess of $788 million.

RESOLVED the shareholders request the Board of Directors to provide a‘comprehensive report
GTE's foreign military sales. The report, prepared at reasonable cost, should be available to all
wreholders by December, 1996, and may omit classified and proprietary information.”

The following is the staterent submitted in support of this proposal:

“Global security is security of people. The cold-war notion of using arms sales to maintain
ances of power or support allies has been discredited by 1990s experience, when alliances,
‘ernments and boundaries in large parts of the world are in fiux.

We are disturbed at industry’s claims and lobbying efforts asserting the only way to keep jobs is
romote foreign military sales. We believe such statements are inconsistent with co-production
eements and transfer of technology to foreign companies. Offset arrangements on major sales
:n give business to overseas suppliers. Such contracts with foreign companies/governments
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have harsh repercussions on U.S. workers during this time of accelerated down-sizing of our
workforce.

Therefore, it is reasonable for shareholders to ask:
1. Criteria used to promote foreign sales.

2. Procedures used to negotiate sales directly with foreign governments or through the U.S,
government. For example, what determines which weapons are direct commercial arms sales and
what must be negotiated through the Pentagon? What percentage is commercial arms sales and
what is foreign military sales?

3. Categories of military equipment exported for the past three years, with as much statistical
information as is permissible; contracts for servicing/maintaining equipment; offset agreements:
and licensing and/or co-production with foreign governments.

*

4. Analysis of legislation establishing a code for U.S. arms transfers, e.g., no sales to
governments that violate human rights of their own citizens, engage in aggression against neigh-
bors, come to power through undemocratic means or ignore international arms control
arrangements.”

The Board of Directors Recommends a Vote AGAINST the Foregoing Proposal for the
Following Reasons:

GTE believes that the defense needs and foreign policy of the United States are properly the
responsibility of our government and our duly elected pubiic officials. GTE is proud to be able to
supply communications and electronic systems which help to protect the United States, its military
forces and our allies. Foreign military sales represent a very small percentage of GTE's overall sales
and revenues, Moreover, as a responsible corporate citizen, GTE expects to continue to support the
U.S. Government and to offer its products and services in defense of the United States, the
American people and their interests.

GTE does not manufacture or sell weapons to any government in the United States or abroad.
GTE has acted and will continue to act as a socially responsible and ethical corporate citizen not
only in its military contracting but in all its business activities. GTE has in place a comprehensive
ethics program which requires compliance with U.S. laws as well as laws of any foreign country with
which it does or proposes to do business. GTE conducts ongoing training programs to ensure that
its employees understand and are aware of the requirements under this program.

Accordingly, GTE does not believe that the report requested would provide significant, relevant
information.

ITEM 5.

GTE has been notified by the National Council of the Churches of Christ in the U.8.A., 475
Riverside Drive, Room 880, New York, New York 10115-0050, which states that it is the owner of
2,000 shares of GTE Common Stock, that it intends to propose the following resolution at the
Annual Meeting. The proposed resolution and supporting statement, for which the Board of
Directors and GTE accept no rasponsibility, are as follows:

“Be it resolved: A report shall be prepared at reasonable cost, by September, 1996, excluding
confidential information and shall focus on the following areas:

1. A copy of the consolidated EEO-1 report for 1993, 1994 and 1995 available to
shareholders upon request.

2. Report the number of discrimination complaints and lawsuits concerning race, genqef
and the physically challenged. The cost to the company and shareholders from discrimination
lawsuits and alternatives to resolve the issue.
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3. Report any federal audit, corporate management review, and letter of compliance with
corrective measures enacted to protect the company's government contracts and legal
penaities.

4. Report to shareholders on race, ethnicity and gender among top management.

5. A description of any policies and programs utilizing the purchase of goods and services
from minority-and/or female-owned business enterprises.”

The following is the statement submitted in support of this proposal:

“In 1994 corporations spent more than $2.2 billion on legal fees and related discrimination
ttlements. Also, the Equal Employment Opportunity Commission (EEQC) reported that over
5,000 discrimination complaints were filed in 1994, The high cost of legal expenses, the potential
15 of government contracts and both the social and financial consequences of a damaged
rporate image from discrimination allegations place this issue high upon a priority list for
areholders. Companies must better refiect the market-place, the customer, trading partners, and
2 diverse workforce through all levels of its organization.

CEOs from 28 major companies have cited changing demographics of the labor force, the
arse national consumer market, and rapid globalization of the marketplace as reasons for
oanding diversity. Over 100 major employers pubiicly report on work diversity and EEO-1
ormation. Corporate publications available to their shareholders such as: Capital Cities/ABC's
mmitment Report for shareholders, Kmart Corporation’s Reflections of America, U.S. Air's
‘rming Workplace Diversity, Amoco's Diverse Work Force and Sears’ Corporate Responsibifity
oort, just to name a few, are disclosing EEO statistics for public review.

Many California corporations provide this data voluntarily, including ail of the regulated utilities
1 most of the major banks. Southern California Edison, for example, has informed the Glass
iling Commission that it supports public reporting of this kind.

The bi-partisan Glass Ceiling Commission was established to study and make recommenda-
15 on the Glass Ceiling by 1995. Concerned investors have closely watched the development of
5 study. Secretary of Labor, Robert Reich and a 21 member Glass Ceiling Commission released a
wort called “‘Good For Business: Making Full Use of The Nation's Human Capital.” This report is
important analysis for shareholders because it shows that in the U.S. we select from less than 12

total talent in our workforce. For exarnple, women and minorities who represent over 57% of the
rkforce represent only 3% of the executive management positions. This is a serious deficiency in
- ability to select the most talented people for our top management positions. It affects our
npetitive position if we stifle this gifted portion of our workforce.

Through this resolution we are asking our company to report to shareholders the progress we
& made and the obstacles we still have to overcome.”

The Board of Directors Recommends a Vote AGAINST the Foregoing Proposal for the
lowing Reasons:

GTE is strongly committed ta equal employment opportunity as evidenced by its policies and
.grams. GTE has taken and continues to take a variety of actions in support of that goal. These
ions include adopting an equal employment policy that is communicated to employees and
forced in a variety of communications; establishing a corporate-wide Workforce Diversity Forum
992; designating a senior member of management to lead workforce diversity efforts; conducting
us groups; conducting training programs for managers in a variety of areas including employ-
1t law and workforce diversity; establishing relationships with numerous minority organizations
| educational institutions to enhance GTE's efforts to attract talented candidates for employment;
. } a variety of other initiatives. GTE is alsc a significant contributor to educational initiatives
igned to enhance educational and employment opportunities for mincrities.
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More specifically, GTE's Associate Development, College Relations and Summer Intern Pro-
grams serve as a prime source of attracting, hiring and retaining qualified females and minorities.
For example, women and minorities account for a significant number of all Associates hired as
potential future management personnel. A conscientious effort is made on an on-going basis to
establish a high ratio of both females and minorities.

To further accelerate our efforts to attract, hire and retain female and minority employees, GTE
maintains active membership in a variety of organizations and reguiarly attends career fairs
conducted by associations of minority professionals.

Other initiatives which demonstrate GTE's commitment to the hiring and advancement of
women and minorities can be found throughout the business units in activities which include: mentor
program, career counseling, cultural awareness, diversity symposiums and workshops, flexible
leaves of absence for dependent care, flexible work schedules, telecommuting, ]ob sharing, child
care initiatives and cross-functional training {job swapping).

GTE will continue to implement these and other initiatives, enhancing our position as a global
business |eader in the area of diversity. Communications which highlight our many accomplishments
will be published as deemed appropriate.

The foregoing affirms GTE's commitment and efforts towards equal employment opportunity
and the recruiting, hiring and retaining of women and minorities for management positions
throughout the organization. Therefore, the Board of Directors does not believe that the additional
reporting requested by the proponent would serve any useful purpose.

ITEM 6.

GTE has been notified by the Missionary Oblates of Mary Immaculate, 8818 Cameron Street,
Silver Spring, Maryland 20910-4113, which states that it is the beneficial owner of 2,000 shares of
GTE Common Stock; and Lois Van Lear, c/o Progressive Securities, 2435 S.W. Fifth Avenue,
Portland, Oregon 97201, who states that she is the beneficial owner of 676 shares of GTE Common
Stock, that they intend to propose the following resolution at the Annual Meeting. The propased
resoiution and supporting statement, for which the Board of Directors and GTE accept no
responsibility, are as follows: : c

“WHEREAS WE BELIEVE:

The responsible implementation of a sound, credible environmental policy increases long-term
shareholder value by raising efficiency, decreasing clean-up costs, reducing litigation, and enhanc-
ing public image and product attractiveness;

Adherence to public standards for environmental performance gives a company greater public
credibility than following standards created by industry alone. For maximum credibility and useful-
ness, such standards should reflect what investors and other stakeholders want to know about the
environmental records of their companies;

Companies are increasingly being expected by investors to do meaningful, regular, comprehen-
sive and impartial environmental reports. These help investors and the public to understand
environmental progress and problems.

Uniform standards for environmental reports permit comparisons of performance over time. It
also allows companies to attract new capital from investors seeking investments which are
environmentally responsible and responsive and which minimize risk of environmental liability.

WHEREAS: The Coalition for Environmentally Responsible Economies (CERES)—-whic_h
comprises large institutional investors (including shareholders of this Company) with $160 billion in
stockholdings, public interest representatives, and environmental experts — consulted with corpo-
rations and produced comprehensive public standards for both environmental performance and
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porting. Over BO companies, including Sun (Oil), General Motors, H.B. Fuller, Polaroid, and
“izona Public Service Company have endorsed the CERES Principles to demonstrate their
ymmitment to public environmerntal accountability. Fortune 500 endorsers speak enthusiastically
yout the benefits that flow from working with CERES: increasing public credibility; adding ‘value’ to

e company's environmental initiatives; and advancing the company's own environmental plans
1d agenda.

In endorsing the CERES Principles, a company commits to work toward:

. Protection of the biosphere

. Sustainable use of natural resources
Waste reduction and disposal
Energy conservation

Risk reduction

. Safe products and services

. Environmental restoration

. Informing the public

Management commitment

10. Audits and reports.

CONOU A WN =

{Full text of the CERES Principles and accompanying CERES Report Form obtainable from
ZRES, 711 Atlantic Avenue, Boston, MA 02110, Tel.: 617-451-0927.)

RESOLVED: Sharehoiders request the Company to endorse the CERES Pnnmples as a part of
. commitment to be publicly accountable for its environmental impact.”

The following is the statement submitted in support of this proposal:

“Concerned investors are asking the Company to be publicly accountable for its environmental
pact, including collaborating with this corporate-environmental-investor-community coalition to
welop: standards for environmental performance and disclosure; methods for measuring progress
ward these goals; and a format for public reporting of progress. We believe this is comparable to

2 European Community regulation for voluntary participation in verified and publicly-reported eco-
anagement and auditing.

We invite our Company to endorse the CERES Principles by (1) stating its endorsement in a
ter signed by a senior officer; (2) committing to implement the Principles: and (3} annually
iblishing an environmental report in the format of the CERES Report. This will complement — not
ipplant — internal corporate environmental policies and procadures.

Without such public scrutiny, corporate environmental policies and reports lack the critical
ymponent of adherence to standards upheld by management and stakeholders alike. Shareholders

e asked to vote FOR this resolution to encourage our Company to demonstrate environmental
adership and accountability.”

The Board of Directors Recommends a Vote AGAINST the Foregoing Propasal for the
illowing Reasons:

GTE is concerned about the environment and the ways in which its operations affect the

wironment. GTE takes environmental issues seriously and is committed to a clean and safe
yvironment,

As stated in the Corporation’s Standards of Business Conduct, GTE and its operating units are
mmitted to complying with ali laws, environmental regulations and reporting requirements. In
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addition to complying with governmental laws and regulations, GTE strives to improve the environ-
ment by avoiding or reducing:

— Use of materials which may harm the environment;
— Environmentally sensitive discharges; and
— Fuel consumption, energy usage, and emissions.

GTE's business units continue to accomplish these objectives in many ways, including: reducing
the use of hazardous materials by substituting non-hazardous materials as new technologies
become available; by promoting recycling; by upgrading material containment and disposal opera-
tions; and by utilizing environmentaliy friendly, low-energy consuming products.

The Board of Directors believes that implementation of the proposal, though-well-intentioned,
would serve to burden the CGorporation and its shareholders with additional requirements and costs
while not providing any greater environmental protection than already exists.

GTE finds the CERES Principles to be ambiguous in several respects and also to cause some
concerns to be raised. For example, implementation of the Principles would require GTE to complete
a CERES environmental report. However, no generally accepted environmental audit standards by
which to create such a report presently exist. Additionally, the CERES report form does not relate to
the majority of GTE's businesses which are of a service nature.

In summary, the Board of Directors believes that the environment is important and that the’
Corporation continues to take significant steps to ensure that it contributes in-a meaningful way to
the preservation and enhancement of a safe and healthy environment for the present and future
generations. Accordingly, the Board recommends a vote against this proposal.

ITEM 7.

GTE has been notified by Fred Wilson and Mazie M. Wilson, 3011 North Miles Drive, Edmond,
Oklahoma 73034-4112, representing 100 shares of GTE Common Stock, that they intend to propose
the following resolution at the Annual Meeting. The proposed resolution and supporting statement,
tor which the Board of Directors and GTE accept no responsibility, are as follows:

"RESOLVED: That all bonuses in excess of $30,000 be approved by the stockholders at the
Annual Stockholders Meeting." '

The following is the statement submitted in support of this resolution:

“IT 1S MY OPINION THAT THE EXECUTIVES ARE NOT JUSTIFIED IN RECEIVING THE
UNUSUALLY LARGE INCENTIVES AND BONUSES WHICH ARE APPARENTLY AWARDED BY
THE BOARD OF DIRECTORS, IT SEEMS THAT THE FINE SALARIES THAT THEY ALREADY
RECEIVE SHOULD BE SUFFICIENT JUSTIFICATION AND INCENTIVE FOR DOING A GOOD JOB.
IF THE EXECUTIVES CANNOT GET ALONG ON THE FANTASTIC SALARIES THAT THEY ARE
BEING PAID, THEN LET THEM MOVE ON TO ‘GREENER PASTURES." "

The Board of Directors Recommends a Vote  AGAINST the Foregoing Proposal for the
Following Reasons: . :

The Board of Directors believes that GTE has established criteria for setting competitive
compensation levels, including incentive awards. The Executive Compensation and Organizational
Structure Committee (the ‘Compensation Commitiee’’) has adopted a compensation philosophy
that relates employees’ compensation levels to GTE's success in meeting both annual and long-
term goals, and is competitive with other major companies in the telecommunications and general
industry groups. GTE believes that this philosophy aligns the empioyees’ interest with that of GTE's
shareholders in promoting strong operational results and shareholder returns.

32



As discussed in the report of the Compensation Committee, a key element of GTE's compensa-
tion philosophy is that a large portion of an executive’'s compensation is “‘at risk.” This means that
there is a significant upside as well as downside risk in such an individual's compensation
depending on GTE's performance, financial and otherwise. In determining the amount of awards,
the Compensation Committee evaluates performance against specific criteria established under
GTE's employee compensation plans. Each of the plans under which bonuses are awarded has
been approved by shareholders. Frequently, the criteria upon which the Compensation Committee
makes its evaluations are based on confidential information which, for competitive reasons, should
not be shared with the public. :

Because GTE believes that the availability of incentive compensation encourages superior
operating results, GTE has greatly expanded the number of employees eligible to receive incentive
compensation. Under this proposal, shareholders could be required to consider awarding bonuses
to several thousand employees. Accordingly, the Board believes that the proposal is impractical.
The Board recommends a vote against this proposal.

ITEM 8.

GTE has been notified by Mr. Kenneth Steiner, 14 Stoner Avenue, Suite 2-M, Great Neck, New
York 11021, representing 508 shares of GTE Common Stock, that he intends to propose the
‘ollowing resolution at the Annual Meeting. The proposed resolution and supporting statement, for
w~hich the Board of Directors and GTE accept no responsibility, are as follows:

“"RESOLVED, that the shareholders recommend that the board of directors adopt a policy
against entering into future agreements with officers and directors of this corporation which provide
compensation contingent on a change of contral of the corporation, unless such compensation
agreements are submitted to a vote of the shareholders and approved by a majority of shares
Jresent and voting on the issue.”

The followi‘ng is the statement submitted in support of this resolution:

“At last year's annual meeting of stockholders a similar resolution was approved by a
significant number of voting shares.

Lucrative severance contracts awarded to senior corporate executives which provide compen-
sation contingent on a change of control, usually through a merger or acquisition of the corporation,
ire known as ‘golden parachutes’. These contracts are awarded without shareholder approval.

The practice of providing these large cash awards to a small group of senior corporate
nanagers without shareholder approval has been a subject of public outcry. In 1988, the U.S.
3enate in emphasizing the potential conflict of interest between management and shareholders
sreated by these agreements voted ninety eight to one to require shareholder approval of golden
sarachutes which exceed three times annual compensation.

Although final action was not taken, it is clear to me that the overwhelming vote in favor of the
neasure reflects public sentiment against golden parachutes. A shareholder vote would allow the

sorporation’s owners to decide for themselves whether golden parachutes are in their best
nterests.

1 am a founding member of the Investors Rights Association of America and it is clear to me that
‘equiring a shareholder vote is necessary to address the conflicts of interest between management
wnd shareholders that arise in the awarding of golden parachutes.

{ URGE YOUR SUPPORT, VOTE FOR THIS RESOLUTION.”
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The Board of Directors Recommends a Vote AGAINST the Foregoing Proposal for the
Following Reasons:

The Board of Directors believes that agreements with key executives that provide a reasonabie,
but not excessive, contingent benefit in the event of a change in control of GTE that resuits in the
elimination of an executive’s job or that otherwise adversely affects him or her are an appropriate
element of sound corporate governance and serve the best interest of the shareholders, Agrege-
ments of this type are common among major corporations and are an important component in being
able 1o compete for top management talent.

The separation benefits under the GTE agreements (which are described on pages 15 and 16
of this Proxy Statement) are modest when compared to similar types of separation benefits that are
payable under agreements that have been adopted by many other companies. It is important to note
that under the GTE agreements, no benefit is paid unless (1) a change in control accurs, and
(2) thereafter, the executive is discharged from employment or is otherwise adversely affected by
the change in control. Thus, it is the potential acquirer — and not the executive — who controls
whether the termination benefits will be owed. Moreover, it is common for these types of
agreements to provide that upon a change in control, an executive will receive benefits relating to
compensation of up to three times his or her compensation. GTE’s agreements limit the payment to
two times compensation.

GTE's change in control agreements are designed to ensure that management objectively
assesses any proposal relating to a change in ¢ontrol of GTE, and advises the Board as to whether .
the proposal is in the best interest of GTE and its shareholders without undue concern for personal
financlal loss or other uncertainties. Therefore, the agreements are intended to minimize rather than
create a conflict of interest for executives in the event of a proposal for a change in control. As a
result, the Board strongly believes that the executives covered by the agreements do not have any
financial or other incentive to act detrimentally to the sharehoiders’ interest. Moreover, the
agreements have no current cost to GTE or its shareholders.

The Board believes that requiring shareholder approval of these agreements may weaken the
Board's flexibility to act promptly, decisively and with a competitive edge with respect to attracting
and retaining seasoned executives, thereby potentiaily depriving the Corporation and the sharehoid-
ers of the strength and leadership necessary to strive for long-term maximization of shareholder
value,

ITEM 8.

GTE has been notified by Mr. William Steiner, 4 Radcliff Drive, Great Neck, New York 11024,
representing 900 shares of GTE Common Stock, that he intends to propose the following resolution
at the Annual Meeting. The proposed resolution and supporting statement, for which the Board of
Directors and GTE accept no responsibility, are as follows:

“RESOLVED, that the shareholders assembled in person and by proxy, recommend (i) that all
future non-employee directors not be granted pension benefits and (ii) current non-empioyee
directors voluntarily relinquish their pension benefits."”

The tollowing is the statement submitted in support of this resolution:

“At last year's annuai meeting of stockhoiders a similar resolution was approved by a
significant number ot voting shares.

Aside from the usual reasons, presented in the past, regarding ‘double dipping’, that is outside
{ron-employee) directors who are in aimost all cases amply rewarded with their pension at thgir
primary place of employment, and in many instances serving as outside pensioned directors with
other companies, there are other more cogent reasons that render this policy as unacceptable.
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Traditionally, pensions have been granted in both the private and public sectors for long term
service. The service component usually represents a significant number of hours per week. The
practice of offering pensions for consultants is a rarity. Outside directors’ service could logically fit
the definition of consultants and pensions for this type of service is an abuse of the term.

But more importantly, outside directors, although retained by corporate management, namely
the C.E.Q,, are in reality representatives of shareholders. Their purpose is to serve as an impartial
group to which management is accountable. Although outside directors are certainly entitled to
compensation for their time and expertise, pensions have the pernicious effect of compromising
their impartiality. in essence, pensions are management's grants to outside directors to insure their
unguestioning loyally and acquiescence to whatever policy management initiates, and at times,
serving their own self interests. Thus, pensions become another device to enhance and entrench
management's controls over corporate policies while being accountable only to themselves. | am a
founding member of the Investors Rights Association of America and | feel this practice perpetuates
a culture of corporate management ‘cronyism’ that can easily be at odds with shareholder and
company interest.

A final note in rebuttal to management’'s contention that many companies offer their outside
directors pensions, so they can attract and retain persons of the highest quality. Since there are also
companies that do not offer their outside directors pensions, can management demonstrate that
those companies that offer pensions have a better performance record then their non-pensioned
peers? In addition, do we have any evidence of a significant improvement in corporate profitability
with the advent of pansions for outside directors?

{ URGE YOUR SUPPORT, VOTE FOR THIS RESOLUTION.”

The Board of Directors Recommends a Vote AGAINST the Foregoing Proposal for the
Following Reasons:

The best interests of GTE and its sharehoiders are served by having the most talented,
experienced and committed individuals serving as outside directors. In order to attract and retain
highly sought after individuals for its Board service, GTE must provide a competitive total compen-
sation program. GTE views this benefit as a form of deferred compensation based upon the years of
service of the director on GTE's Board. GTE regularly examines its compensation package and
compares it to other major companies. GTE has determined that paying a portion of total
compensation in the form of a benefit paid after retirement is appropriate.

The retirement benefit that is payable under the Retirement Plan for Non-Employee Members of
the Board of Directors (the “Directors Retirement Ptan™) is only paid for a period equal to the
number of years that the director served on GTE's Board and is based upon the annual directors’
compensation in effect at the time he or she retires. The annual compensation includes three
components — the cash retainer, the value of certain shares awarded to directors under the PSP
and the vaiue of shares awarded to directors under the LTIP. Two of the three components of
compensation are stock based and, accordingly, the retirement benefit is closely tied to GTE’s stock
and re-enforces the mutual interest of GTE's directors and shareholders. Moreover, the design of
this plan ensures that this commonality of interest is long-term and continues beyond a director's
retirement date. Therefore, the Board of Directors recommends a vote against the proposal.

ITEM 10.

GTE has been notified by the International Brotherhood of Electrical Workers, 6603 East
Chelsea Street, Tampa, Flotida 33610, and sponsors Guy A. Langlais, 5158 Lancewood Drive,
Sarasota, Florida 34232, Harrison L. Thornhill, 3200 Lucerne Park Road, Winter Haven, Flor-
da, 33880, Richard O'Lone, 1833 Oakdale Lane S., Clearwater, Florida 34624, and Linda K. Shirley,
3605 W. Reynolds, Plant City, Florida, 33567, each representing at teast 100 shares of GTE
Sommon Stock, that they intend to propose the following resolution at the Annual Meeting. The
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proposed resolution and supporting statement, for which the Board of Directors and GTE accept no
responsibility, are as follows:

“"WHEREAS, in 1991 GTE's outside board of directors received an approximate 44% increase in
their retainer which automaticaily increased their retirement by approximately 44%;

WHEREAS, in 1994 Mr. Lee, C.E.O. of GTE, did in fact enjoy an increase in totai compensation
of approximately $1,465,114 (55.0%]) (including the difference in the value of options granted in
1993 and 1994 as determined using a Black-Scholes model);

WHEREAS, in 1994 Mr. Foster, President of GTE's Telops Group, did in fact enjoy an increase
in total compensation of approximately $1,253,262 (72.0%) (including the difference in the value of
options granted in 1993 and 1994 as determined using a Black-Scholes model);

WHEREAS, we believe that the top executives are not sharing in cost cutting measures and in
fact are enhancing their pay with business efficiencies which adversely affect rank and file
employees;

WHEREAS, we believe the employees feel that all business efficiencies are not being shared
equally;

RESOLVED, that the sharehclders request the board of directors:

Take all necessary steps to establish criteria to guide management in setting fair executive
compensation levels whereby (a) any individual executive officer's compensation {wages, bo-
nuses, and stock grants, options and rights} would not exceed 75 times the wages of GTE's
average hourly employee and (b) that executive wages and compensation be more closely linked to
company profits.”

The following is the statement submitted in support of this proposal:

“This proposal is submitted by members and/or officers of Local 824, International Brother-
hood of Electrical Workers.

1. The economic health and viability of GTE and its shareholders is Intrinsically linked to the
economic heaith and viability of the United States economy.

GTE's success is, in large part, dependent on the corporation’s ability to sell its goods and
services to_an affluent society. Year after year, GTE's hourly employees have had an adjusted-for-
inflation wage decrease. In effect GTE's corporate strategy is denying GTE itself a segment of
affluent society necessary for GTE's future success.

The huge disparity in the compensation of the Board of Directors and GTE's hourly employees
is counter-productive in establishing a team approach to the competitive and technological chal-
lenges GTE faces now and in the future. By establishing a link between the Board of Directors
compensation and the hourly employees compensation, all GTE employees and shareholders will
share equitably in the fruits of GTE's labors and in the promise of a prosperous future.

2. In order to remain competitive in & world market and limit demands on the resources of the
company, top executives must become ‘lean and mean’ In a like manner with their employees.

The 1992 10-K report states ‘access lines increased by approximately 4%, these lines were
serviced by 5% fewer employees.’ The 1993 10-K report states that access lines increased by 15%
from 1988 to 1992 while GTE's United States employment has decreased 27% in the same time
period. As shareholder/employees we witness daily that ‘increased productivity’ has come at the
expense of GTE's customers.

The years 1993, 1994 saw dramatic fluctuation in executive compensation levels without any
appreciable increases in GTE's executive productivity. it is in the best interest of GTE and its’
shareholders to establish criteria to insure all compensation is earned not granted.”
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The Board of Directors Recommends a Vote AGAINST the Foregoing Proposal for the Following
Reasons:

The Board of Directors strongly believes that GTE has established criteria for setting compati-
tive compensation levels. As discussed in the Report of the Executive Compensation and Organiza-
tional Structure Committee of GTE's Board of Directors (the “Executive Compensation
Committee” }, the Executive Compensation Committee approves the salary ranges for executives
and reviews the salary and increases in base salary for all senior executives of GTE’s subsidiaries
and for all senior executives of GTE.

The Executive Compensation Committee has adopted a compensation philosophy that relates
the level of compensation to GTE's success in meeting annual and long-term goals, rewards
individual achievement and is competitive with other major companies in the telecommunications
and general industry. GTE believes that this philosophy enables it to attract and retain the most
qualified individuals to lead GTE's business undertakings. in determining executives’ compensation,
the Executive Compensation Committee relies on competitive data and carefully assesses GTE's
overall performance and individual achievement, : ‘

Accordingly, the Board of Directors believes that criteria are already in place to ensure that the
compensation of GTE's executives is competitive and closely linked to GTE's performance. As
shown in the Summary Compensation Table on page 11, the cash compensation for Messrs, Lee
and Foster increased in 1994 by approximately 38.4% and 53.6%, respectively. The increases in
total compensation specified in the proposal include values assigned to the options awarded to
Messrs. Lee and Foster. Options can be valued by using a number of methods, which can yield very
different results. Moreover, the options represent unrealized value to an executive unless the price
of GTE Comman Stock increases. The Board of Directors recommends a vote against the proposa!
establishing a limit on compensation based upon a stated multiple of other employee compensation.

ITEM 11.

GTE has been notified by the International Brotherhood of Electrical Workers Telephone
Coordinating Counsel No. 2, Neal M. Davis, Schuchat, Cook & Werner, The Shell Building, Second
Floor, 1221 Locust Street, Saint Louis, Missouri 63103-2364, representing 60 shares of GTE
Common Stock, that it intends to propose the following resolution at the Annual Meeting. The

proposed resolution and supporting statement, for which the Board of Directors and GTE accept no
responsibility, are as follows:

“RESOLVED: The Shareholders of the GTE Corporation recommend that the Board of Direc-
tors consider the following nonbinding proposal: With respect to future compensation of active
executive officers of GTE, the GTE shareholders recommend that the Board of Directors voluntarily
take whatever steps it deems necessary and proper to implement a plan which would limit the total
annual cash compensation (salary plus bonuses awarded under the Executive Incentive Plan) of
GTE ‘executive officers so that this compensation will not be increased by an amount greater than
the average percentage pay increases granted to GTE employees annually.” -~ 2

The following is the statement submitted in support of this proposar:

“In recent years, there has been widespread public debate concerning executive compensation
policies and practices. Often this debate has focused on what is perceived by many to be excessive
salaries, bonuses and incentives granted to senior executive officers in America, particularly when
compared to compensation packages of their counterparts in Japan and Germany. The debate over
excessive executive compensation is also a part of a larger concern over the growing inequity in
income distribution in America. An article in the New York Times reported on figures made public by
the U.S. Census Bureau showing that the typical American househoid saw its income decline in
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1993 by about $300, even though the economy grew by 3%. From 1989 to 1993, the typical American
household lost $2,344 in annual income, a fall of 7%. While the Census Bureau reported that
average per capita income was up by 1.8% in 1993, most of the benefits flowed to the wealthiest
Americans. The Census Report showed record levels of inequality, with the top fifth of American
households earning 48.2% of the nation’s income, while the bottom fifth earned just 3.6%. This
Shareholder Proposal is a modest attempt to address this unfortunate trend.

This proposal recommends that the Board of Directors implement a plan to limit annyal
executive compensation so that this compensation increases no more than the average annual pay
increase granted to other GTE employees. The proposal is intended to assure shareholders and
employees that GTE's hard earned profits will be used for research and development, equipmaent
modernization, and other endeavors which build a stronger, more profitable, and more competitive
corporation. Furthermore, this proposal could establish GTE as a leader in creatively addressing the
issue of executive compensation, thereby enhancing its corporate image.

If you agree, please mark your proxy FOR this proposal.”

The Board of Directors Recommends a Vote AGAINST the Foregoing Proposal for the
Following Reasons:

The Board believes that arbitrary limits on executive compensation called for in the proposal
would interfere with GTE’s ability to attract, retain and reward key executives in a manner
commensurate with their contributions to GTE and, accordingly, recommends a vote against the
proposal. .

GTE's executive compensation structure is designed to attract and retain talented executives
who can lead GTE and direct its business efforts in an increasingly competitive environment. As
discussed in the Report of the Executive Compensation and Organizational Structure Committee of
GTE's Board of Directors (the "Executive Compensation Committee' ), a key element of executive
compensation structure is that no less than 60% of an executive’'s compensation is “at risk.” This
means that there is a significant upside as well as downside risk in such an Individual's compensa-
tion depending on GTE's performance, financial and otherwise. Accordingly, it is not practical to
establish an arbitrary limit on the total increase in compensation in a given year.

The amount of wage increases for employees represented by unions is based upon negotia-
tions ‘between the company and the union. The Executive Compensation Committee sets the
executive pay ranges based upon comparative data from similar companies. The ranges are
generally broad and allow for recognition of individual experience and performance. The Executive
Compensation Committee reviews the salary and increases in base salary for all senior exscutives
aof GTE's subsidiaries and for all senior officers of the Corporation. The Board of Directors believes
that adequate review and controls on executive salaries are already in place. Moreover, it believes
that the amount of increases granted to executives is consistent with GTE's performance.
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OTHER MATTERS

The Board of Directors does not intend to bring any matters before the Annual Meeting other
than those specifically set forth in the notice of the Annual Meeting and knows of no matters to be
brought before the Annuai Meeting by others. If any other matters properly come before the Annual
Meeting, it is the intention of the persons named in the accompanying proxy to vote such proxy or
proxies in accordance with the judgment of the Board of Directors.

Financial statements for GTE and its consolidated subsidiaries are included in GTE's Annual
Report to shareholders for the year 1995 which was mailed to shareholders beginning March 8,
1996.

A COPY OF GTE'S 1995 ANNUAL REPORT ON FORM 10-K FILED WITH THE SECURITIES
AND EXCHANGE COMMISSION WILL BE AVAILABLE AFTER MARCH 31, 1996 WITHOUT
CHARGE TO THOSE SHAREHOLDERS WHO WOULD LIKE MORE DETAILED INFORMATION
CONCERNING GTE. TO OBTAIN A COPY, PLEASE WRITE TO: MARIANNE DROST, SECRETARY,
GTE CORPORATION, ONE STAMFORD FORUM, STAMFORD, CONNECTICUT 06904.

By order of the Board of Directors,

MagianNNE DrosT
Secretary

Dated: March 8, 1996
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«~ - ! Q- PLEASE STATE YOUR NAME AND ADDRESS.

2 A My name is Dr, Robert A. Mercer. My business address is Hatfield Associates, Inc., 737 it
3 29th Street, Suite 200, Boulder, Colorado 80303. I am the President of Hatfield
3 Associates, Inc,” |

4 h
¢ Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.

"' 7 A I received a Bachelor of Science degree in Physics from Carnegie Institute of Technology

8 (noﬁ Camnegie - Mellon University) in 1964, and a Ph.D. in Physics from Johns Hopkins
s University in 1969. 1 have attended numerous courses, seminars, and conferences in the

w0 fieldoftelecommunications.

11

~12 Q.  PLEASE DESCRIBE YOUR PROFESSIONAL EXPERIENCE. ~—’
_ | 3 A After graduation from Johns Hopkins, I was an Assistant Professor of Physics at Indiara

14 University from 1970 until 1973. [ then joined Bell Telephone Laboratories. Over the

is next eleven years, I held a varicty of posmons in the Network Planning organizations a;

16 Bell Labs and AT&T General Departments. My final position at Bell Labs was Directir

17 of the Network Architecturc Planning Center, where [ was responsible for early Bell

18 System planning of the Integrated Services Digital Network (ISDN), as well as systems
T as engineering for new data services being planned by AT&T.
20
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1 Upon the AT&T div;-stinne. 1 joined Bell Communicarions Research (Bellcore) in
2 January, 1984, where [ was Assistant Vice President of Network Compatibility Planni g,
3 Among other responsibilities, I directed Bellcore's technology analysis of various legs{
4 and regulatory proceedings at the federal and state levels. I also coordinated and
s provided direction to Bellcore's activities in domestic and intemational standards
. 6 activities, and served as a member of the Board of Directors of the Amencan ‘Natioual
7 Standards Institute.
.
S After leaving Bellcore in late 1985, I held positions with BDM Corporation and AT&T
10 Bell Laboratories before joining Hatfield Associates, Inc., in early 1987. Ihave held o
‘1 positions of Senior Consaltant, Seior Vice Presiden, and President of the firm. The
~ a3 finn specializes in cngineering, economic, and policy studies in the telecommunications
—_ ' 13 ficld. Our clients include firms involved in premises, local exchange, long-haul and
14 international netwarks, satellite communications, cellular mobile radio, conventional
18 mobile radio, cable television, and data and corputer networking.
16
17 I also hold an adjunct faculty position in the Interdisciplinary Telecommunications
\ 18 Program at the University of Colorado in Boulder, where 1 cusrently teach a course on
19 Advanced Data Communications and Computer Networking. 1 have taught many other
20 cm;rmandminmsaswe&intheawofﬂutelemwmicﬁminﬁasﬂwﬁm,
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network technologies, broadband networks, data and voice communications, computer

networking, and network management.

o

HAVE YOU TESTIFIED PREVIOUSLY?

A. Yes. Inrecent years, [ have testified for AT&T in Illinois, &CI in I”em_:syﬁrmin and
Maryland, the Florida Cable Television Association, the Cable Televisit;n A.A.s-wciaﬁon of
Georgia, and, in Canada, for Unitel Communications, Inc. T will shortly testify in
Washington for AT&T. While an employee of Bell Telephone Laboratories and Bell
Communications Research, | testified before state regulatory bodies on-a number of '

occasions.

Q. 'WHAT IS THE PURPOSE OF THIS TESTIMONY?

A I have been asked by AT&T and MCI to present a methodology for determining the co:it
of basic universal service, and the results of applying that methodology in the state of
Colorado. I will describe the methodology, how it has been used in Colorado, and wha:
results it has yiclded. We refer to the methodology as the Hatfield Model. Tt incorporaes
portions of the Benchmark Cost Model (BCM), which is a model that was developed by
MCI, Spri, U'S WEST, and NYNEX, and has been presented to the FCC in Common
Carrier Docket 80-286.
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— 1 Q. WHATIS THE ULTIMATE OUTPUT OF THE HATFIELD MODEL?

2 A.  Itisthe monthly cost per line of basic universal service, based on capital investment per
3 line, expense factors based primarily on USOA definitions, and capital cost and
4. depreciation figures.
s .
s PLEASE DEFINE WHAT YOU MEAN BY BASIC UNIVERSAL SERVICE.
7 A.  Curdefinition of basic universal service for this study includes the following fanctionsl
8 components:
9 . single-line, single-party telephone access to the first point of switching in a locl

10 exchange network;

11 . usage within a local exchange area;

12 . touch tone capability;

13 . a white pages directory listing; and

14 - access 1o 911 services, operator services, directory assistance, and

1s telecommunications relay service for the hearing-impaired.

16

17 Excluded from this definition are many other local telephone company services, such as

28 toll calling, interexchange carrier access, Custom Calling and CLASS™ services, and

s private line services.
20
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1 Q. HOW DOES THE MODEL ESTIMATE THE COST OF BASIC LOCAL

-
2 TELEPHONE SERVICE?
3 A.  Anachment 1A depicts the process by which the Hatficld Model estimates the cost of
'y basic local telephone service. The process invokes a number of different modules. It
s begins with 8 local network module, which contains an engineering model of the local
6 telephone network infrestructure that would be used to provide basic local telephone
7 service in the particular area being studied. There are several inputs to this module, key
8 ones including the demographic attributes of the area being studied and capacity limits
9 for the various network elements that make up the local network. The module determin:s
10 the types and amounts of network equipment required to provide basic local telephone
11 service in the area studied, including distribution (local loop) and local end-office
12 switching. These o;xwuts, along with the unit costs of various items of network ~
13 equipment, become inputs to an investment module.
14
15 The investment module develops an estimate of the investment required for various type:
16 of network equipment. The outputs of the investment module are subsequently used in
17 two ways. First, they are input to a capital cost module along with various capital cost
18 parameters such as the cost of equity, cost of debt, debt 1o equity ratio, economic life of
19 mmxmmmmmwmmmmmmmmmw
20 cost module produces the monthly per-line capital carrying costs. Second, the network
21 | investment is also input into an expense modulc, afong with various expense factors, as
MERCER TESTIMONY 6 ~
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discussed subsequently. The expense module produces the monthly per-line Operaiions,

Administration and Maintenance (OA&M) expenses.

The monthly capital carrying costs and the monthly expenses are then added to prod ice

the key result, which is the estimated monthly cost per-line of basic universal service. . -

This is essentially the final step of the process. As an altemative additional step, the
model can compare the monthly cost per-line and the monthly revenues to determine the
amount of subsidy required, if any.

HOW DOES THE HATFIELD MODEL INCORPORATE THE BCM?

The Hatficld Model makes use of the BCM in two ways. First, the BCM includes a
database which assigns each Census Block Group (CBG) in the United Statesto a
specific existing Local Exchange Company (LEC) wire center. Thus it 'is possible to
estimate the gumber of lines served by, and therefore determine the size of the switche:

required at, cach LEC wire center.

Second, the Hatfield Mode! uses the BCM to model the loop plant and compute loop
investment associated with each CBG. From the input CBG data and another database
that contains tefrain data by CBG, BCM calculates the following for cach CBG:

. Jeeder and distribution cable distances and terrain factors, which gre input to th
calculation of
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. amounts, and associated structure multipliers, of copper distribution cable,

e’
copper feeder cable, and fiber feeder cable, which are input into the calculaticn of

. total loop costs and costs per line.
In making these calculations, BCM allows for the sharing of feeder cable between CBGs
belonging to the same wire center, so it produces an’accyrate depiction of the distribusion”

petwork associated with each wire center.,

As a result of assigning cach CBG, with its associated loop costs, to LEC wire centers. it
is possible to disaggregate cost studies to the wire center level, while at the same time
allowing aggregation to higher levels, such as by population density zone, exchange,

telephone company operating territory, state, or the nation as a whole.

HOW DOES THE HATFIELD MODEL DIFFER FROM THE BCM?

The Hatfield model uses the databese and loop mode! contained in the BCM. But it
adjusts certain BCM inputs that were intcnded to be veried by the user, and uses
alternative mechanisms to deal with the investment in the parts of the network other than
the loop plant and with the calculation of monthly costs. The relationship between the
Hatfield Model and the BCM that it incorporates is shown in Attachment 1B, The
specuacehanggsvuanuiczn-dezotggtu:nainpuuganmngxunh<uhardtﬂ&nanaestnnvwa=a
mgBCMappmnhandmcmmmmw BCM, are as follows,
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1 First, the Hatﬁeld Model accounts for business lines and multiple-line residences in the x
2 loop plant, which have been excluded from the loop facilities calculation in the BC1 1.
3 We have modified the BCM input data to account for business lines and two-line
4 residences by density range. We select numbers per range to make the final access Lue
s totals equivalent to those shown in the Common Carrier Statistics. The result is to size
6 the loop plant to accommodate business and multi-line residences, whicl;'is not done by B
7 the BCM.
8
9 Second, we use significantly lower investments per line in digital loop carrier (DLC) ’
10 equipment than the BCM default mumbers indicate. Our numbers are based on privau:
‘11 conversations we have had over the years with L'EC staff involved in DLC procuremet,
32 and with manufacturers.
13
24 Third, unlike BCM, which makes an overall calculation of monthly costs using a singl:
‘18 fixed multiplier to estimate expenses and capital carrying costs associated with the tota!
16 hnnxanunnin!hcdmnrﬂnnkuxn;hxuﬂg1ﬂeumethcinunqnuﬁama!MChiresuhstnineakt%a
17 loop investment into categories for applying expense factors based on ARMIS reports,
18 andaocnuunnecnpﬂalc:njingcmsu1bwthennwwmukin~esﬁn:n&’11ﬁsuduhmsustovut?
19 eeononﬁclﬂ&;dcbquuhyxaﬁo,costofc:pﬁdLlndtnherﬁhnéchdficunsﬁogﬁugcﬂheﬁ'
20 cffects on the overall monthly cost results,. We treat other network components in the
21 * same fashion. '
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Fourth, the BCM does not compute investinent for customer drops or network interfa.e
devices. The Hatfield Model as applied to Colorado includes both these items. It

assumes g uniform $40 per-line drop investment, as estimated by New England

Telephone in an incremental cost study, and an investment of $30 per line for a network . SR

interface device. The latter figure is based upon discussions with other industry exper's.

Finally, we believe that the default line fill fuctors assumed by the BCM are too low - for

instance, only 25% in areas of low population density. This tends to lead to cost resulis
that are too high due to the excess amount of outside plant required to serve a given
number of customers. We have thercfore assumed fill factors that begin at 50% in the

lowest density range and end at 75% in the highest range, as shown in Attachment 2A.

HOW HAVE YOU DETERMINED THE INVESTMENT IN SWITCHING?

As I discussed above, we use intermediate BCM results as inputs to our switching,
investment, and expense models. We apply the modified BCM switched access line
totals to a two-segment linear switch investment mode! to produce a per-line switching
investment. The switch investment model includes a multiplier for wire centter
investment and switch installation costs as well as maximum switch fill. Based on the

switching system capacity limits and the number of lines served by each wire center, ths
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1 model calculates the number of switches required to serve each wire center and also (_..»
’ 2 determines the size and cost of those switches,
1
4 Q. DOES THE MODEL ESTIMATE THE AMOUNT OF INTEROFFICE
s FACILITIES REQUIRED?
6 A.  Yes. Because the BCM does not provide the information nccessaryiodmm the
? location of tandem switches or the way in which the various wire centers are
) interconnected, we have added LATA-specific data containing geographical switch
9 locations. These data also allow us to locate tandem switches as well as Signaling
10 System 7 (SS7) Signal Transfer Points (STPs) in relation to the physical location of tha
11 end-office switches serving the switched access lines in the model. Knowing the physical
12 locations of the various switching entities makes passible the determination of interoffize !
13 transmission investment, as well as investment in STPs and tandem switches.
14
15 Q.  WHAT IS THE BASIS FOR THE STRUCTURAL ASSUMPTIONS USED IN THE
16 MODEL? |
17 A.  The overall network structurc is typical of a LEC's network using forward-looking
e technologies, as described in various references, including Bellcore's BOC Notes on the
~—"} 19 LEC Networks. Thus the enginecring model we use is consistent with standard LEC
20 network engineering practices. i
38 '
! ;
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HOW DID YOU ARRIVE AT THE VARIOUS CAPACITY ASSUMPTIONS

USED IN THE MODEL?

The digital loop carrier (DLC) equipment capacities and cable capacities for both optical
nucomaﬁciﬁﬁamdw.MBCMmbmdmwmthmwideiyuscdhy

LECs, on various industry publications, including those by Bellcore and AT&T, onfcc.:' .
reports, on the knowledge of industry experts who helped develop the model, and on the -
BCM inputs. Switching system capacity assumptions result from discussions with

various industry sources and an cxamination of the FCC's Statistics of Common Carrier...

HOW DID YOU DEVELOP YOUR INVESTMENT ASSUMPTIONS?

Equipment costs were derived from discussions with equipment manufacturers, published

price lists, and cost ﬁg!nes disclosed in various public proceedings such as FCC ~
pleadings. For the distribution network, we used the default assumptions of BCM, excejt

for the cost of DLC systems, as mentioned carlier. We developed switch installation

costs from discussions with industry experts directly involved in installation and

equipment procurement.

.
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HAVING CALCULATED CAPITAL INVESTMENT, HOW DO YOU
DETERMINE THE RECURRING MONTHLY CQSTS OF BASIC LOCAL
TELEPHONE SERVICE?

The recurring costs are based on the investmemﬁénu generated by the investment
module. The recurring cost module has three steps. First, it determines the capital
carrying cost for each component of investment associated *&ith the network function
Second, it determines the network-related expenses associated with each component ¢ f
investment. Finally, it determines non-network-related expenses, and assigns the
expenses 1o the network functions.

WHAT ARE CAPITAL CARRYING COSTS?
Capital carrying costs consist of depreciation expenses, the cost of capital (retum and

interest), and state and federsl income taxes.

HOW 1S DEPRECIATION EXPENSE DETERMINED?

We use a composite average life of 18 ycars, based on the weighted average depreciation
service lives for all categories of investment we have considered. A substantial amount
of the investment the model estimates is for long-lived assets such as wire centers and
buried cable, and the composite life reflects these long lives. A straight-line depreciation
method is assumed, so that 1/18th of the total eapital investment is taken as a depreciation

expense each year over the life of the investment,
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2 Q. HOWIS THE RETURN AMOUNT DETERMINED?

3 A The return amount is based on an assumed 11.23% overall cost of capital, using a

4 38.3/61.7 debt/equity ratic, a cost of debt of 7.6%, and a return on equity of 13.5%.

s Because depreciation results in 8 declining value of plant in cach year, and thus affects, -
6 the return amount required in each year, a net present value calculation is used to' Jevel the
7 Mmmmommsmﬁfeofmainmcnp

s Q. HOW ARE THE AMOUNTS OF FEDERAL AND STATE INCOME TAXES
10  ESTIMATED?

22 A.  Because the equity component of the return is subject to state and federal income tax, it is

12 . necessary to increase the pre-tax return dollars, so that the after-tax return is equal to the ~
13 assumed cost of capital. An assumed combined 40% state and federal income tax rate is
14 ‘ used to "gross up” return dollars to achieve this resuit.
15 '
16 Q. WHAT EXPENSE CATEGORIES DO YOU INCLUDE IN YOUR ESTIMATES
17  OF NETWORK-RELATED EXPENSES? \
18 A Weinclude Network Support, General Support, Central Office Switching, Central Offict:
18 Transmission, Cable and Wire, Provisioning, Network Operations, Call Completion and
20 Billing and Collection Expenses. We also include a factor for Uncollectibles.
23 | |
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1 Q. WHAT EXPENSE CATEGORIES ARE EXCLUDED?

- 2 A We are modeling the cost of basic universal service, as we have defined it previou:ly.
3 . Basic universal service, while including gecess to operator services, directory assi: tance,
4 and 911, does not include the services themselves, so expenses associated with these
5 functions were not included. The study also excludes installation costs, gince custo ners .
6 arc charged separately for installation. Therefore, some Customer Semces cxpensc ] .
7 were excluded. Marketing expenses were also excluded.
8
3 Q. HOW ARE NETWORK-RELATED EXPENSES ESTIMATED?

10 A, Such expenses would ideally be cstimated by determining the forward-looking labor and
T material costs of each major operational ﬁmcticﬁ, given the deployment of the netwo k
iz that was modeled. We do not have studics or data that we could rely upon to help us

‘:/ 13 estimate operating expenses in this way. Therefore, we rely primarily on historical data
~— 14 for U S WEST in Colorado, as recorded in U S WEST's 1994 ARMIS reports, to develop
18 factors that can be applied to the investment outputs of the model to estimate expenses.
16
17 Some expense categorics, such as Cable and Wire cxpenses, appear to vary directly with
18 capital investment. For these categories, histotical expenses are associated with historical
BT invesunenxuadunadcg:mninvesuncntficuun1nﬁsfhcxwisdhaﬁamqﬂﬁaitotheeapﬁvnknu
20 investment amounts developed by the capital investment module to produce an expense
21 . estimate,
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2 Other types of expenses, such as Network Operations, appear to vary directly with the ~
3 number of lines provisioned rather than with capital investment. Historical data are usec!
[ to determine the expense per line for these categories. The resulting per line factor is
5 applied to the number of vlines provisioned. Uncollectibles ate treated as a percentage o . o .
6 gross-up 1o cxpenses. - B
7
. Q.  ARE HISTORICAL DATA USED TO DETERMINE ALL OF THE NETWORK-
s RELATED EXPENSE FACTORS?
10 A.  No, there is an exception. The historical OA&M expense factor associated with central’
"1 office switching is overstated because the U § WEST historical expense data may include
T2 software expense, which our investment module capitalizes, and because US WEST mar
13 still bave some older switches, which are more expensive to maintain than are the newer
14 geueration of switches that are currently being deployed. Therefore, we use an expense
‘18 factor from & public New England Telephone cost study.
16 ‘
17 Q. HOW HAVE NON-NETWORK-RELATED EXPENSES BEEN DETERMINED?
7 18 A.  We have considered four kinds of non-network-related exnenses: hilling end Alssoto-a.
| 20 part of the network.
33
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R 1 Q. HOWHAVE YOU TREATED BILLING AND DIRECTORY EXPENSES?
- 2 A Using historical data, we could not discriminate between the cost of establishing now
3 customer accounts, which is not included in our definition of basic local exchange
4 service, and the cost of maintaining customer accounts, which should be included. We
5 wmﬁm.won@@owampWMmq listing. Basedomhe,lirl:‘x:t'ed‘ S
6 information we have available to us, we have used a Billing and CS!lection factor of’ ‘ '
- 7 $0.55 per fine per month, and a dircctory listing factor of $0.15 per line per month,

]
9 Q. HOW HAVE YOU TREATED MARKETING EXPENSES?

10 A.  Wehave excluded marketing expenses because U S WEST does not have to market the

LEY basic mnvetsd service we have modeled in this study.

. 12 |
' 13 Q. HOW HAVE YOU TREATED "OVERHEAD" EXPENSES?

14 A It is our belicf that certain costs that vary with the size of the firm, and therefore do not

1s meet the economist’s definition of overhead, are often included under the classificatior. of

16 general and administration expenses. For example, if U S WEST did not provide loop, it

17 would be a much smaller company, and would thercfore have lower costs, Some of thuse

18 costs are nonctheless attributed to overhead by U S WEST, We therefore include &

_ 18 pertion of "overhead” costs in our estimate of the TSLRIC of basic universal service,
20
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We have settled on the use of a 6% overhead Joading factor in our calculation, based on
results from other industries. We examined the relationship between revenues and

overhead for selected firms in the auto manufacruring and airline industrics and believe
this overhead loading factor to be appropriate.

ARE ADDITIONAL INVESTMENTS CALCULATED IN THE RECURRING
COST MODULE THAT ARE NOT CALCULATED BY THE INVESTMENT
COMPONENT OF THE MODEL?

Yes. The investment module does not calculate investments in the following categories:
1) Furniture; 2) Office Equipment; or 3) General Purpose Computers. We have included
such investments in our model as follows. We have used actual 1994 U S WEST
investments to determmz the ratio of investments in the above categories to total
investmnents. We have multiplicd this ratio by the total basic universal service investmer t
estimated by the model, and treated the result as an additional investment needed to
provide universal service. The recurring costs of these items are then calculated in the
same way as recurring costs for investment categories estimated directly by the

investment module of the model.
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. 1 Q. HOW HAVE YOU APPLIED THE HATFIELD MODEL TO THE STATE OF ;

- 2 COLORADO?

3 A As we have previously described, s primary advantage of the BCM lies in the CBG

. database it utilizes. This database allows the Hafield Model to be excreised for any LEC
-8 and at any desired level of geographic disaggregation, down 1o the wire centet level if -

6 that is deeined warranted. What we have done is to apply the model to calculete costsin

. six population density zones for U S WEST: 0-10, 10-100, 100-500, 500-1000, and

8 1000-5000, and greater than 5000 people/km?, |

10 Q. PLEASE SUMMARIZE THE INPUTS YOU HAVE USED IN APPLYING THE

11 RESULTS IN COLORADO.
—. 12 A. . Theinputs, and their values, are shown in Attachment 2 to this testimony. Attachment !
? 13 2A pertains to the distribution network; Atachment 2B, to switching; and Attachment

14 2C, to financial assumptions. The descriptions of individual parameters are sclf-

is explanatory.

1€

17 Q.  YOU HAVE DESCRIBED THE FINAL STEP OF THE HATFIELD MODEL AS

20 COMBINING THE OPERATING EXPENSES AND INVESTMENT-RELATED
BEY EXPENSES TO PRODUCE A MONTHLY SERVICE COST PER LINE. WHAT
20 ARE THE RESULTS OF YOUR ANALYSIS?
{
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. 1A The results are included as Attachument 3 to this testimony. Each density zone appear: in

2 one of the columns, with the right-most column being the totals. The first line in each ~
3 column shows the total investment in network equipment for that density zone. Belovr
4 those investments are the recurring annual oosts in various network and operations

. ] categories, added to produce a recurring annual cost'subtotal. Below that are various
6 factors — other taxes, overhead, and uncollectibles — which are used to gross up ;he cost
7 results to yield the total annual cost shown at the bottom of each column. The totals aie
8 followed by the estimated number of residential, business, and total access lines.
9 Dividing the annual cost total by the total number of access lines, and further dividing the

10 ' result by 12, yields the cost per line per month shown as the last line on the chart. The

11 weighted average monthly cost per line is $15.83 and ranges between $12.34 in the

~12 highest density zone to $49.92 in the lowest range. ~
S 13

1« Q. DO YOU HAVE ANY OTHER CONCLUSIONS REGARDING THE COST

15 MODELING RESULTS FOR COLORADO?

16 A Yes. The average mouthly cost figure of $15.83 is considerably higher than the $13.38

17 total we computed for U'S WEST in the state of Washington. The two states have simi lar

} 18 topographies, and the switched access lines served by U S WEST total about two millien
~ 19 in each state. One would thus assume that the monthly service costs would be similer.
20 ﬁgdispaﬁtyhowmﬂbmmthnUSWBSTinColmmopmahighﬂ-
an cost network than it operates in Washington.
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ARE THERE POSSIBLE REFINEMENTS TO YOUR CALCULATIONS?
1 believe the basic modeling approach we have used, which uses a Total Service Lcng
Run Incremental Cost (TSLRIC) methodology, is the appropriate one. There are,

however, a large number of parameters which must be input to the model. Some of those o

have been determined from published FCC Common Carrier statistics and demogra)hic N

statistics. For others, we have used various estimates based on information our firm has
learned in the course of its dealings with the industry and talking with industry experts.
These include, for instance, the list ptices and typical discount percentages for netwo k
equipment purchases,

Once the TSLRIC approach is adopted by the Commission, the model could be run using
revised parameter values, if appropriate, developed with the assistance of U S WEST, and
the results revised accordingly. It is my opinion that such modifications would lead to
faiﬂymnallchmgesintheréndtslhwcpxmmddmgthistesﬁmony,ma
reasogable range of possible parameter values. Nevertheless, it would be a worthwhile

exercise to make such refinements in the future,

PLEASE SUMMARIZE YOUR TESTIMONY

We have developed a methodology, which we refer to as the Hatfleld Model, for
estimating the cost of basi¢ local telephone service in Colorado. The Hatfield Model
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T incorporates the Benchmark Cost Model, developed by MCI, Sprint, U S WEST, and
. e
2 NYNEX. We believe the Hatfield Model provides a valid method of estimating the cost
a of basic local telephone service. The estimated cost per line per month for U S WEST in
4 Colorado, expressed as a weighted average across all density zones, is $15.83.
s -
~. & Q. DOES THISCONCLUDE YOUR TESTIMONY?
7 A Yes, itdoes,
~’
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Attachment 1B: Hatfield BCM Extensions

EO, tdm switching, STP
assumptions;

distances; tdm and STP

locations; ,
ARMIS expense data;
switching and : ~
nteroffic capital structure

investment out sssumptions

total plant investment out, by
density range

cost out

"costing“wksheet;

ioop investment o

BCM d BCM lo
modul:w maquop

cost multipliers i '
and pia MP loop mslmetjlt

SRR UTEIION

ne o0 10N

T

nact

aoR HOY 008 T VY

T % TV

crnfh




N~ AUG-08-86 THU 04:53 P

o/ uBns B Li.us  tna 1 wuo &t PPV e e e
vo/ ’
e T
Attachment 2A
Loop assumptions
_ Fill fuctows for dlecironics DLC investment per acoees ine
08 e ¢ 2 _
0.8 Lowdensily DLC : .
Lowdensity OLC invastment per scouss e,
Cablke i factom $ B®
denaky rangs Feeder Distribution
[.X 1 oes as Flser cuble discount
5200 015 055 an%
200-8%0 0.80 0.80
$50-8%0 0.80 088 Capper cable datount
350-2650 030 o’ 20%
»>2880 a8 078
Low density DLC discount
Fiber fsader UG/seriel rafics 5%
Dernsity range uG% Aoral%
. o3 &0 40 PLC dhscaunt
83200 e 33 40%
200650 70 3
450850 0 20
430.2850 90 10
»2850 100 ]
{
2 Copper fewder UGJserial ratios
Denghy range uGa% Agvial¥
o5 & 40
5.200 -] ] Copper distiibution cable price. per foot
200-650 ™ ] Cable Size UG cable  Aerial cable
450850 ] 20 BOS 2208 UN
350.2550 90 10 3000 § 1800 10.3%0
»2550 100 ] 4008 4% 8 14.10
1900 S 1244 § 122¢
2 e WEs ¢ 1000
Distritnsion UG/aerigl ratios wos 7 s 7.51
Osnsity range Ua% Agrini% s 7138 708
[ 2] 90 10 408 a38 8 402
5200 %0 b s 2» 3 a:
200-850 0 : ] Wy 12 % .
850830 L] -] 08 o068 s osr
450-2660 60 0
»2580 50 50
i Copper feader catie price, per faot
B Cable Sixe UG cuble  Asriel csbie
Fer weder cuble vestimeg, per foot 42008 257 3 2540
Cable Skxe UG oable Aartal cable W0 $ 203 Nw
s 538 ¢ 82 0008 WX S s
%S L5 I ass M8 HN s 14.10
s ns 2m 3 285 1900 8§ 124 3 1224
I 24t 8 223 2008 1068 8 1000
LB 198 8 1.2 03 123 751
3 148 8 148 0SS 113 8 7.0
243 1.8 3 104 s 4N s 457 .
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o Switching assumptions
switching parameters
high - perdine investment curve
above breskpoint slope 0.0004
intercept 108.72
breskpoint 11,200 ftines
~ low — perine Investment curve
below breakpoint wope 0.0163
Intercept 288.28
N .
switch enaximum line size 100,000 lines
switch™l o8
wire centar investrnent multiplier {:jf,!/):?
owiteh instaliation cost multiplier 11
: . switch pricefline size references  $241/fine at 2,782 lines
v $104%tinw 8t 11,200 ines
$78/ine at 80,000 Gnes
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Attachment 2C
Capital structure and miscellaneocus assumptions

Aggregate sconomic life, years

Detnt
Coatof detit

Equity
Cost of equity

Qversli cost of capitat

incomae tax me

Local traffic peroantage of total

Perdine monthly
biliing and
directory Hating
axpense
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Attachment 3
U S WEST Communications
all Colorado wire centers
interoffice facllities includad
per-iine monthly cost of local sarvice
0-0 0-100 | 100-600 500 - 1000 1000 - $000 > 5000

pep/ima pophnd peplirn2 pophim2 pop/hm2 popikm2 Totale
9 161,000.424 | ¢ 142,328,707 | § 120,004,898 | § 112,608,008 | ¢ 529,041,156 ] ¢ 43,891,873 ] ¢ 1,108,841,661
¥ 23,165,130 8 2040148818 17,123,711 (¢ 16,020,%42]| 0 75319,387]¢ 6.230843| s 158,277,601
340360616 3050470}1% 2580370(1¢ 23905691% 11,201,80113 932,064 | ¢ 23,085,969
s A211, 89718 4,708,007 'ﬁ 4220476 1% 390351119 17,839,1871 % 1,439,863 | § 38,973,083
f 380518418 0,332084816 12,221,147 % 1631441010 73,462,304 | ¢ 7,317,288 14 119,443,000
] 181,762 |8 143,496 | ¢ 108,808 | ¢ 8782911 470,287 | 4 022119 1,068,235
3 s72000]8 125430213  1eaw7esis  21s4mesls  1iosraryls  vioisaals 17,980,387
4 38910480 8¢ 379005698 380714384 H5965348]¢ 130409818 % 170683231 % 367,395,688
0.060 0.060 0.080 . 0.050 0.050 0.060 0.050
0.080 0.000 0.080 0.080 0.080 0.080 0.060
Q.01 0,011 0.011 0.011 0.0114 0.011 0.011
- N - M
4 A0,862,7891 ¢ 43,200,827 (8 43,312,2171 8 44,317,7991% 2154828664 1941788848 406,593,475
22,948 122,998 176,828 173,234 889,438 85,238 1,515,585
5,248 21,333 42,39 83,200 426,929 45,898 824,997
08,184 149,232 219,020 258,534 1,316,368 131,136 2,140,582
4 499214 gg_.n ] 16481 ¢ 14401 % 13,6419 123418 15.83
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CERTIFICATE QF SERVICE

[ hereby certify that an original and 15 coples of the foregoing Initial Comments o’ AT&T on
the Proposed Rules Regarding the Implementation of the Colorado High Cost Fund in Iocket No.
95R-558T and one 3 1/2" diskette were hand-delivered this 2nd day of February, 1996 to:

Bruce Smith, Director

Colorado Public Uilities Commxssiou
1580 Logan Street, Office Level Two
Denver, Colorado 80203

andam;enndeormtcopywusem,pnms:pud.enthulnddayaﬂebmuy 1996 to:

© /™ /_’M,m
Tony Marquez, Esq. Carol Smith-Rising, Esq.
David Beckett, Esq. ‘ Mana Jennings-Fader, Esq.
State Services Section Eugene C. Cavaliere, Esq.
Office Of The Attorney General Regulatory Law Section
1525 Sherman St,, 5th F1 - 1525 Sherman St., 5th Fl.
Denver, CO 80203 Denver, CO 80203 !
——
) Thor Nelson Tim Sandos
~ Office of Consumner Counsel TCI

1580 Logan Street, #610 4700 South Syracuse Street, #1 100
Deaver, CO 30203 Denver, CO 80237
Joe Garrity Sue Williams
QWest 1ca
555 « 17th Street : 1050 17th St.
Denver, CO 80202 _ Deavez, CO 80202
Brian Jobhnson . William Levis, Esq.
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Peter Stapp

TCI

143 Union Blvd.
Lakewood, CO 80222

Mark W. Williams, Esq.
Berryhill Cage & Notth, PC
1401 17th St., Ste. 600
Denver, CO 80202

Paul Cain

TCG

Two Teleport Drive
Staten Island, NY 10311

Kathy Oatis, Esq.
Anderson & Assoc.
817 Locust Street
Denver, CO 80220

Ted Vrutny

9-1-1 Advisory Task Force
1803 33rd Street

Boulder, CO 80301

Steve Smithers

Geoff Wilson

Colorado Municipal League
1660 Lincoln, #2100
Denver, CO 80264

Elizabeth Haddad
Campus Box 313

University Of Co. At Boulder

Dept. Of Telecom Services
Boulder, CO 80304

Dudley Spiller, Jr., Esq.
G I i » »
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Michael Morxis

TCG

201 No. Civic Dr., #210
Walnut Creek, CA 94596

Eric Artrnan

Director of Regulatory Affairs .
MFS Communications, Company, Inc. .
185 Berry St., Suite 5100 :
San Francisco, CA 94107

Joe Kibbe

Commuget Cellular, Inc.

5990 Greenwood Plaza Blvd. #300
Englewood, CO 80111

Michae] Glaser, Esg.
K. Harsha Krishnan
Hopper & Kanouff, PC
1610 Wynkoop, #200

Deaver, CO 80202-1196 g

Phil Davey

Adams City Comm. Center, Inc.
7321 Birch Strect

Commerce City, CO 80022

" Bob Ross

AARP
8228 So. Syracuse Ct.
Englewood, CO 80112

Dr. Julian Kateley

Director of TeleCommunications
Colorado State University
ACNS

Fort Collins, CO 80523

Joe Iscnberg

ITC's Inc.

4775 Bames Rd.

Colorado Springs, CO 80917
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Fraok Semone

Colorado Payphone Association
400 South Colomdo Blvd., #500
Denver, CO 80222

Rick Sullivan '

AT&T Wireless Services
— 1001 - 16th Street, #C-1
Denver, CO 80265

John W. Andrews

Eagle Telecommunications, Inc.
. Colorado Division

P.O. Box 482

La Junta, CO 81050

Ed Phelan

—  Sprint

X 8140 Ward Parkway
Kansas City, MO 64114 -

Robert W. Nichols, Esq.
Nichols & Hecht, LLC
600 Pearl Street, Suite B
Boulder, CO 80302

Genevieve Morelli
CompTel
; 1140 Conn. Ave. N. W., Ste 200
./ Washington, D. C. 20036

Tallon & Cheeseman & Assoc.,
Steve Lamb Consultant

3617 Betty Drive, Ste. I
Colorado Springs, CO 80917
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Roy A. Adkins, Esq.
Antonlo, Bates, Bernard &
Haenel, P.C.
3200 Cherry Creek South Dr., #380
Denver, CO 80209

Dr. Florine Raitano
P.QO. Box 4528
Dillon, CO 80435

Bob Pomeroy, Esq.

Holland & Hast

8350 East Crescent Parkway, #200
Englewood, CO 80111

Mark A. Davidson, Esq.
LeBoeuf, Lamb, Greene
& MacRac, LLP.

633 17th St., Suite 2800
Denver, CO 80202

Kyle Dixon, Esq.

Linda Oliver, Esq.

Hogan & Hartson

535 13th St N, W,
Washington, D, C. 20004

Fred Lofy

'GVNW, Inc.

2270 La Montana Way
Colorada Springs, CO 80918

Norm Rasmussen

Colorado Independent Telephone
3236 Hiwan Drive '
Evergreen, CO 80439

1 908 234 7850
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Julie E. Grimwald, Esq. Teresa Marrero, Esq.
Sprint Communicatoins Company L. P. Teleport Communications Group, Inc.
8140 Ward Parkway Two Teleport Drive

Kansas City, MO 64114

John Ivanuska, Esq.

Sprint Telecommunications Venture
4717 Grand Ave., 5th Floor

Kansas City, MO 64112
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‘ {Millions of Dotlars, Except Per-Share Amounts) 1995 1994

i Consolidated

‘ Revenues and sales . . ... ... ... $19,957 $19.528
OPeratn g iNCOME. . . . . L e e 5.056 4,752
Income belore extraordinary charges . . .. ... ... i e e 2,538 2.441
Nebincome (0S8} . . .\ oottt e e (2,144) 2.441
Common shareholders equity®. . ... ... ... . e 6,871 10.473
Average common sharesoutstanding (inmillions) .. .. ... ... .. . ... .. ... ..., 970 958
Returnop common equityt™ . . .. . ... ... ... . e (20.3%) 24.8%
Capital eXpenditires. o . . .. e 4,034 4,192
Accessminutesofuse (inmillions). . . ... ... ... ... ... .. 64,417 58.247
Accesslines (InthousSands). . ... ... e e 24,135 22,805
Employees (Inthousands) . . ...... . ... .. . e e 106 M

Peor Common Share

Income before extraordinary charges . . ... ... ..o i e $ 262 $ 255
Nl iRCOME (J088) . . . oot e i e e e 2.21) 2.55
Dividendsdeclared. . . . .. .. ... . . . et 1.88 1.88
Bookvalue® . . e 7.05 10.85

{a) The tabie below has been adjusted for comparison purposes to exclude from earnings per share the 1993 extraordinary charges of $4.7 billion. or
§4.83 per share, and the 1993 and 1994 gains on sales of certain nonstrategic domestic lelephone properties of $11 mitlion, or $.01 per share. and
$162 million. or $.17 per share. respectively. In addition. the table includes pro forma adjusiments o revenue and operating income 1o remove the
1994 operating results of GTE Spacenel and the nonstrategic telephone properties sold during 1994,

{Millions of Doilars. Except Per-Share Amounts) 1993 1994 % Change
Revenuesandsales. . . . . ... .. v evnnnnn $19.957 819,191 40
Operalingincome . . . . . .., ... ... h . 5.056 4,700 76
Earningspershare . . . . .. .. ... ... ... ... 2.61 2.38 97

{b} During 1895, GTE discontinued using the regulatory accounting practices required by Statement of Financia! Accounting Standards No. 71
and recorded afler-lax, extraordinany charges of $4.7 billion. or $4.83 per share. Excluding thesc charges. common sharcholders” equily. return
on common equity and book value per share would have been $11.6 billion. 23.3% and $11.85 for 1995, respectively.
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“ n the evolution of communications technology, nothing received more
attention in 1995 than the Internet, the rapidly growing network that links com- :
puters and people around the world. };

GTE is committed to the Internet because it represents a powerful communi-
cations medium for businesses and individuals. It also demonstrates the value of
the worldwide networks that make it possible — networks such as the ones GTE
owns and operates in various parts of the world. As the Internet expands, so does
the demand for the high-speed, high-technology connections that GTE provides.

Recognizing the potential of this communications medium, GTE has introduced
services that give customers access to the Internet and developed a corporate
site on the Internet’s World Wide Web to prowde easy access to information about
the company.

Our new Home Page, which welcomes visitors Lo our corporate Internet site
and appears on the cover of this publication, summarizes GTE's accomplishments
and capabilities — not unlike an annual report. So we've brought a little of its look —

" the icons that serve as indexes — to the pages that follow, while we explain why

GTE will thrive in the new compeltitive environment that technology and regulatory
reform are spawning.
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) CHAIRMAN'"S MESSAGE

We expect earnings-per-share
growth of not less than10%
for the foreseeable filture.

he most important story for 1995
is how well GTE performed. We
executed our strategies across
the board. As a result, operating income
increased 8% o $5.1 biltion, revenues and
sales rose 4% to $20 billion, and earnings per
share grew 109 to $2.61 before special items.

Another sign of our excellent year was that
GTE's common stock climbed from $30.375 o
$43.875. That plus the dividend gave share-
holders a total return of 52% in 1995.

To appreciate GTE's current position, you have to remember
where we've come from. For several years we've pushed hard
10 get ready for open compeltition. We've divested. re-engineered,
reorganized and focused on what we do best. Today, GTE is one
of the world's pre-eminent telecommunications companies.

We're now eniering the erag we've been preparing for - when
competition breaks out in full force. With passage of the
telecommunications bill, competitors can enter our markets
and we can enter theirs. We intend 10 be a winner, not just
surviving but also growing revenues, producing strong earnings
and maximizing shareholder value. We will succeed because of

our four basic strengths, which separate us from our competition.

Strategic Focus: Two years ago we identified the five
strategic thrusts most imporlant 10 us: enhancing wireline
voice services, accelerating wireless development, expanding
data services, pursuing international opportunities and enter-
ing video services. We made significant strides in all areas
during 1995, which are discussed in the pages that follow.

Management Depth: GTE has superb management
depth. With last June’s reorganization, we have created a siruc-
ture that gives our managers sharper focus and encourages
greater team effort. We put ali of our domestic commercial
operations, including wireline and wireless, under Kent Foster.
president, GTE. And we consolidated substantially all interna-
tional activities and technology resources under Michael
Masin, vice chairman, and president - International.

Attractive Markets: \Vhile GTE is often compared with
the regional Bell operating companies, there are major difTer-

ences. Overall, we have broader scope and
betier markets. They operate in single geo-
graphic areas. We operate in 29 states,
reaching more than a third of the U.S. popu-
lation. Their traffic concentrates in big cities.
We have more affluent, faster-growing suburbs.

Financlal Strength: Qur company
has a current total market capitaliZation of
$60 billion. At GTE's last Analysts’ Day
conference. i re-emphasized that we will
remain focused on our primary financial
objective — maximizing shareholder value. We're so confident
about the outlook for GTE that we've gone on record with the
following: We forecast an earnings-per-share growth rate of
not iess than 109 for the foreseeable future, We expect con-
tinued strong growth domestically, and we look for greater
success internationally. We are on target with our massive
re-engineering effort 1o achieve annual operating cost savings
of $1 billion by 1997. Certain factors thai may affect these
forward-looking stalements are discussed on page 23.

Turning o our Board of Directors, | note with sadness the
passing last May of Charles Wohlstetter, who became vice
chairman when Contel merged with GTE. We also will miss
James Walter, who retired from our Board after 26 years of
service. They brought a wealth of experience and wisdom (o
our deliberations. Nicholas Trivisonno also left the Board last
year after making many fine contributions to the company.

In closing, | invite our shareholders 10 join me in thanking
all 106,000 GTE employees for a terrific year of effort and
success. ILis our employees — a skilled, dedicated group of
men and women — who are executing a very crucial part of
our strategy: To make GTE the easiest telecommunications
company Lo do business with. This will be good for our cus-
tomers and therefore rewarding o our shareholders.

lowih e

CharlesR. Lee
Chairman and Chief Executive Officer
February 20, 1996
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actions and accomplishments
reflect five key thrusts.

utlining the future direction
of the company in 1994, the
Office of the Chairman listed
five key strategic thrusts: enhancing
wireline woice services, accelerating
wireless development, expanding data
services, pursuing international oppor-
tunities and entering video services.
GTE's varied actions and accomplish-
menis in 1995 reflect that agenda.

Operating Income rose 1 a record
high for the second straight year, total-
ing $5.1 billion, up 8%, while revenues
and sales rose 4% to $20 billion.

Access line growth of 6%, outpac-
ing industry gains, increased total U.S.
access lines to 18.5 mitlion, with another
5.6 million in international markets.

Network usage growth of 10%
also surpassed industry performance;
minutes of use topped 64 billion.

Ceollular subscriber additions totaled
672,000 in the U.S.. an increase of
29%, bringing the total mobile-cellular

*Parcentage of customers rating

service good or excellent

GTES far-ranging

customer base to more than three million,
with another 536,000 in international
markets.

QTE VolceCall, a voice-activated
calling service, was launched on a trial
basis in Florida, enabling customers
1o place calls by speaking the name of
the person they wish to reach into

the phone.

Video networks, after Federal
Communications Commission approval,
moved toward start-up, initially in
Florida and Galifornia.

Video programming plans received
another significant boost with the sign-
ing of an agreement to join The Walt
Disney Company and three Bell com-
panies in americast™, a pioneering
home-entertainment venture.

The world's first two-way interna-
tional wireless roaming system —
GlobalRoam™ — was introduced in col-
laboration with Deutsche Telekom AG,
Germany's national telephone company.

internet access through GTE.net™
debuted in the Dallas-Fi. Worth metro-
plex, furthering GTE's plans to build a
nationwide data-network infrastructure.

The addition of about 10.000 new
advertisers helped GTE Directories
post a 4.3% increase in domestic
sales orders.

[
i
i
i
i
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in Latin America GTE's joint venture
in Argentina built its cellular customer
base to more than 100,000 customers,
while in Venezuela the national igle-
phone company, CANTV, which GTE
manages and has a 209 interest in,
achieved significant operational
improvements; in Mexico a GTE joint
venture obtained a license that could
lead to construction of a fiber-optic
network linking 60 cities: in Brazil GTE
opened an office to pursue opportuni-
ties in that important market.

In Asla GTE formed a joint venture to
provide a paging network in China,
expanded its cellular-communications
investments in Japan. and broadened
its consulting relationships in Korea.



s chairman and chief execu-
tive officer. Charles R. Lee
focuses much of his attention
on strategic planning and the issues
and trends influencing the global tele-
communications industry as well as
GTE's future.

o Whats ahead for GTE?

The focusing, cost-cutting and
financial strengthening of the past few
years are very important. Now the build-
ing blocks we've put into place are
starting o pay off. We're concentrating
on achieving strong growth with strong
returns for our shareholders.

Why Is the telecommunications

law so important?
The rationale for reform is straightfor-
wand. Telecommunications advances
greatly benefit consumers and American
competitiveness. In today's economy ~
where silicon chips and fiber-optic lines
are as important as oil and steel - we've
been hamstrung by rules made 62 years
ago when conditions were far different
and we didn't have the {remendous
technological capabilities we have now.

Are state regulations a problem?

Actually. regulation at the state
lgvel has been changing for the better. It
builds in incentives. Shareholders par-
ticipate in the savings produced through
re-engineering programs and other
economies. Consumers gel lower prices

Chuck Lee

for some services, while we get better
margins. About 60% of our access lines
are already tied W incentive regulations
adopted by various states.

How will open compelition
affect the Industry?
In the past. local service providers func-
tioned as monopolies in controlled
markets. Now the marketplace is going
to set the pace. it will be a free-for-all.
Darwinian economics. Survival of
the fittest.

Shouldn't that concern telecom-

munications shareholders?
Not ours. certainly. Open competition is
going to change Lhe face of GTE, but
we've been getting ready for itand we
welcome the new environment. Yes, our
plans for the future assume some mar-
ket share loss. but that will be more

INTERVIEW 3

than offset by new products and services
and entering new businesses, such as
long distance.

Where will competition be the

hottest?
In attractive markets like California. IU's
already hot there. As of January 1, 1995,
we faced new compelition on certain
long-distance calls within the stale. We
lost a 109 market share as expected.
Al the same time, California has been a
very good market for new services.
such as ISDN (integrated services data
network).

Whats the value of more compe-
tition to consumers?
Some people make a serious mistake by
equating “value™ only with price. It'sa lot
more. It's a combination of product,
price and service. We're bringing our
customers a series of new services that
make their lives easier. at prices that are
competitive. We'll be able o add more
new services, and we intend to be
nothing less than the easiest company
1o do business with in our industry.

Why do you consider the GTE

brand a competitive weapon?
No regional Bell company can maich the
brand awareness we have among con-
sumers on a national basis. and against
the long-distance companies we rank
well in our markeis. We think consumers



continuity and momentum.

will increasingly associate our brand
with the positive attributes | just talked
about. That will help bring in new cus-
tomers. We've done a lot of things 10
become a very visible player in telecom-
munications, and we're going 1o become
even more visible and more aggressive.

What are your views on the alli-

ances occurring In the industry?
We have alliances right now with many
companies, and there will be more. For
example, in the U.S. we have an alliance
with SBC Communications that extends
our wireless coverage in Texas, and
we're part of a joint venture that handles
Yellow Pages advertising for 95 Bell
Aulantic directories. We have several
international alliances as well, such as
the consortium in Venezuela through
which we manage the telephone com-
pany there.

From another perspective, we call
AT&T our bigeest customer because they
pay for access Lo our lines, but our rela-
tionship with them is. in fact, a kind of
alliance — and we're competitors 100.

In a retail/wholesale world, where
companies make their networks avail-
able to each other at negotiated prices.
there are many ways of working together —
and competing at the same time.

What’s behind Wall Street's

more positive view of GTE?
Solid performance. plus a change of
perception. At one point Wall Street
seemed to think the long-distance com-
panies would prevail at the expense of

We have clearly
defined strategies,

1995 Return to Shareholders*
S2A%

40.3%

SAP 300 RSOC Avg.**

*Assmnes dividends are relnvested
**Regional Belt operating companies

Wireiine Operations:

Minutes of Use and
Access Line Growth Rates

{Excludos Properties Sold)
184%

n 2 ” t *»

UL, Minutes W% Tolal Access Ling
of Use Growth Rete
Growth Rete (Excindes CANTY)

U.S. Cellular Operations:
Subscribers and
Market Penetration

(1)

local-exchange carriers, but theres a
new sense that the companies closest o
their customers - which describes
GTE — will be in the best position to
maximize profits, AT&T, MCl and Sprint
basically get 1o their customers through
us and other local service providers. We
own the infrastructure. We deal directly
with the customer every day.

So what advantage does GTE

offer over the regional Bells?
To reiterate. we're better positioned in
the marketplace.

First. our geographic dispersion
protects us. 1o a large degree. from
regional economic upheavals.

Second. many of our most attractive
markets are in major suburban areas,
which gives us the best of two worlds —
the growth and affluent characteristics
ol big city suburbs combined with less
competitive pressures in the rural areas
We Serve,

Third. as I've already mentioned, we
have stronger brand recognition. in
addition. I'm convinced we have a people
and technology edge.

Any final word for Investors?

| betieve GTE is a great investment.
not just today but also for many years to
come, We have clearly defined strategies.
continuity and momentum.



THE GTE BRAND
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Fhree letters symbolize shared strengths.
The GTE brand carries an increasinglyv
powerful punch in the marketplace.
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s the telecommunications

marketplace moves toward

. “one-stop shopping,” the
GTE brand - and whal il stands for - has
assumed a growing role in distinguishing
us from our competitors. The brand tells
customers what they can expecl: casy-1o-
use features, innovalive applications,
solid value, exceplional service. It now
encompasses all GTE operations. Today,
the familiar GTE logo supporting the
brand is scen in more places and on more
products and services than ever before.
We're promoling the brand with the mosl
extensive nalional adverlising in our his-
lory, and consumer sune)s show high

brand anareness in our markels.

GTE’s brand is not only
visible at work locations
ond on GTE products but
alse in popular leisure
settings, such as the
Reunion Arena (above),
home of the Dallas
Stars, and Super Bowl
XXX. GTE has provided
communications ser-
vices for the Super Bowl
for 1 years.




ssuming responsibility for

both U.S. telephone opera-

tions and mobile-celiular,
Kent B. Foster became president, GTE,
in June 1995. He also oversees GTE
Airfone, Information Services (including
GTE Directories) and corporate market-
ing and quality programs.

How will the new telecommuni-

cations law affect competition?
Both the business and residential
markets will become wide open o
competition, which will be good for
consumers - and a challenge o us. We
accept it willingly and are confident
that we will be the company of choice
in the markets we serve.

o Wiil you lose market share?
The gains wili far outweigh the
losses. We'll gain from strong market
growth, by entering the long-distance
and home-entertainment markets, and
as a wholesaler of wireline and wire-
less services. AL the same lime, we
expect 1o lose some markel share, just
as AT&T after its 1984 breakup lost
market share to Sprint and MCI.

Wil wholesallng revenues

be large?
Yes, although it will be a balancing act
to set rates. The rates must be attrac-
tive 10 the customer, the company that’s
selling our service, and ourselves.

Why would a competitor buy

access rather than bullg?
Most markets already have two local
networks in place, the local telephone
company and the local cable company.
New neiworks are expensive.

How will GTE enter long

distance?
Initially, we'll resell the services of
established long-distance providers.
Long term. we'll look at what our cus-
tomers want, and do what is necessary
to provide the best service in the most
economical way.

Why the rush to offer long
distance?
We want to move quickly to maximize
our home advantage. We know cus-
tomers want one service provider and
one bill at the end of the month.

| INTERVIEW |
Kent Foster

We'll offer wiretine, wireless and long
distance. We're aiso going into video
home enteriainment, although at a more
measured pace.

What's the outlook for Airfone
and Dlrectories?
They add another set of high-value
services and strongly contribute to GTE'S
goal of providing a single point of contact
for all services. They're doing well, and
we see good growth ahead.

What are GTES key competitive
advantages?
We'll be able to offer customers the
best package — quality, price, service,
technology.

What about the Internet?

The potential for Internet-related
business is lremendous, and services
will continue to grow. We began offering
Internet access to customers in 1995,
but access alone is only the beginning.
We plan to provide a range of services.
and we are developing Internet-related
applications that will become partof a
broader, integrated offering that
includes voice, video and data services.

What’s your take on GTES
future?
This is a greal markel, a greal environ-
ment. We have huge opportunities, and
we're well positioned to 1ake advantage
of them.



Our customers want one-stop
shopping, and were well
on our way to providing it.

ur customers tell us they want their
telecommunications services — includ-
ing local, long-distance, wireless and
data transmission services - from a single source.
To meet that demand and tap growing market
opportunities more efficiently, we combined
the strengths and capabilities of our domestic
operations into a single organizatign in 1995.
Domestic operations encompasses four busi-
ness units: U.S. Telephone Operations (wireline
services), Mobilnet (wireless services), Information
Services (direciories and crediv/calling card ser-
vices) and Airfone (airborne communications).
These domestic operations posted combined
revenues of $16.5 billion in 1995, up 5.3%. All
made substantial strides in our drive o deliver features, con-
veniences and top-quality performance thal make customers’
lives easier.

Wireline: Enhancoments sustain galns.

Growing numbers of our customers don't buy just basic phone
services. They add one or more of the dozen-plus custom-call-
ing features we offer, and 10% of the households we serve now
have a second line. An estimated 509% of all U.S. households
will have muttiple

T it e m e phone lines by the year
00, due to the
Demand for Wireleas and 20 . o ber of
Data s.mm s Soaring Srowing numoer o
‘“ . , s home offices, comput-
(_ } a@n U, , ers and other factors.
$13 Features thai we
offer range from

caller identification
10 a voice messaging
service that turns an
ordinary touchtone

4
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to sae advonced delecommunications products and services.

phone into an alarm clock, message center and answering
machine. Voice-activaled services are now in market test.

Complementing such enhanced features, we continue 10
upgrade customer service. Streamlined processes enabled
representatives al our Customer Call Centers to handle an
average of 10,000 calls each in 1995 ~ 20% more than in
1994 — while maintaining high service qualily standards.

One aim is to fulfill customer needs during a single phone
call. and progress has been excellent. Wilh expansion of the
“One Touch™ concept. almost a third of all customers who
reporl trouble 1o repair centers now get their problems solved
while they're still on the line. Three years ago the ratio was
one out of 200. Quick response eliminated the need for 3.5
million service order and repair dispatches in 1895,

In the business market, we opened a new center in Dallas
as a single point of contact to better serve our bigaest national
business cusiomers. Revenues from CepiraNet”. our enhanced



version of Centrex service for businesses of all sizes, are
exceeding targets. CentraNet allows equipment ata GTE
central facility to switch calls for customers, replacing their
traditional on-site PBX systems.

Wireless: Efficiency rises; robust growth continues.
GTE Mobilnet continued to increase the reach and efficiency
of its operations as it added 672.000 customers during 1995.
Al the same time, 10 raise future retention rates, it launched
markeling programs targeted 1 higher-value customers.

New and nontraditional products and
services added $850 million to revenues,
an increase of 33% over 1994.

Completion of the merger of Conte! Cellular and GTE
Mobilnet (in all states except California, pending regulatory
approval} unified wireless operations, enhancing the market-
ing impact of the GTE brand name. Meanwhile, Mobilnet
achieved gains in operating efficiency both as a resultof that
move and improved clustering of markets, primarily through
property exchanges and acquisitions.

Expanding its market presence, GTE holds licenses o
offer personal communications services (PCS) in the high-
potential Seattle, Atlanta and Cincinnati markets. PCS, a new

Some ways we're making
customers’ lives easler

¢ Express dialtone. Customers who have moved
can obtain full phone service at their new
address within two hours by plugging a phone
- into a wall jack; nearly two-thirds of our access
lines have this capability - photo A

o SmartCall* services. Customers can choose
from an array of optional features, such as calier
ID, call walting and 3-way calling - photo B.

¢ GlobalRoam*™. International travelers can
place and recelve wireless calls from numerous
countries, and the calls will automatically be
billed to the home cellular number - photo C.

¢ InContact™. Customers can connect home,
business and cellular phones, voice mall and
pager with one number (Initially avallable In
three markets).

o “One Touch” service. Almost a third of all cus-
tomers who report trouble to repair centers
have their problems solved while they're still on
the line; three years ago the ratio was one
out of 200.




generation of wireless technology, improves the
clarity of voice messages and provides added
services — such as paging, voice mail and data
transmission.

Availability of cetlular digital packel data
{CDPD) technology continued to increase. CDPD
is a wireless service that transmits data over the
existing cellular network. ]

Conversion of our cellular networks to code
division multiple access (CDMA) technology is
starting in key markets in 1996. This advanced
digital technology allows higher traffic over a
single channel than other digital technologies.

Data: Soaring ISDN demand speeds growth.

Revenue from data products rose more than 609 in 1995, with
particularly strong contributions from integrated services
digital network (ISDN) sales, up 15096. ISDN service is avail-
able in 54% of our markets.

Data on ISDN lines move six to 10 times faster than on
regular phone lines — a capability increasingly sought by
home-based businesses and Internet users as well as compa-
nies of all sizes.

GTE'’s ISDN-based World Class Network, which provides
advanced data services, has been deployed in 15 metropolitan
markets and has been well received by business customers.

Video: Florida will switch on this spring.

The first of two planned GTE video systems wili begin opera-
tions this spring in the Tampa Bay area of Florida. Construction
of the second. in Thousand Qaks, Calif., just north of Los
Angeles, is under way, with the start-up of service scheduled

i1

We'll spend $18 billion by 2001
to make improvements in basic services and
add new features and capabilities.

At GTE's Phone Mart in Largo, Fla., sales associates Theresa
Turner ond Alon Lorkin discuss product features. Eighty-six
of GTE's 119 Phone Marts acress the US. posted more than
$1 wmillion in sales during 1995, Larkin, with fransactions
totaling $1.6 million, led the entire U.S. sales force.

for mid-1996. In August we joined The Walt Disney Company
and three regional Bell companies - Ameritech. BellSouth and
SBC Communications — as an equal partner in americast™. a
venture that is deveioping video programming and interactive
services for millions of American households. The venture will
substantially strengthen the appeal of our video products as
we expand.

Airfone: Digital service boards more aircraft.

The transition W GTE's Advanced Digital Airfone® Service.
introduced in 1994, picked up speed in 1995. By mid-1996
nearly 0% of the aircraft served by GTE Airfone will

be equipped with the technologically advanced service.
Advanced Digital Airfone Service gives travelers an Airborne
Office™, enabhing them (0 be more productive. They can

=



In both our wireline and wireless
operations, the demographics
of our markets are excellent.

make and receive calls while in Dight, send and receive data A profile of our markets

and faxes, access e-mail, conduct conference calls and surf o Our wireline operations, In 28 states, and

the Internet. ' wireless operations, In 15 of those states plus
Twenty domestic and international carriers offer GTE's Tennessee, serve markets encompassing more

airborne communications services and/or equipment. than a third of the U.S. popuiation, °

Directories: New advertisers boost sales orders. ¢ Our wireless services are avallable In 74 MSAs

. . . . . - (metropolitan statistical areas), with 52 million

Posting an increase in domestic sales orders of 4.3% in 1995, potential customers - and another 15 million

GTE Directories reinforced its number-two position in the U.S, internationally.

directories industry and continued its internationa! expansion.

. Itcapitalized on opportunities for its core Yellow Pages prod- e Internationally, we provide phone services in

four countries; other GTE services are provided

! uct, welcoming about 10,000 new advertisers in the U.S., and tn d of countries around the globe

achieved gains in nontraditional services.

With the addition of more than 200 directories as a result of ¢ Within our U.S. territories we serve more
a recent acquisition, the unit now provides products and ser- than 12.4 million residential and 6.1 million
vices in 47 stales and the District of Columbia, including all of business lines.

GTE's markels. ® 45% of our L1.S. access lines are In California,
A new joint venture to publish independent Yellow Pages Florida and Texas, the three largest Sunbelt
directories in Hungary represents its most recent expansion in states, and a third are In five key metropolitan

international markets. Directories currently publishes or | markets: Dallas, Honolulu, Los Angeles,
provides services for about 2,400 titles, and total circulation * Riverside/San Bernardino, Calif., and Tampa/
exceeds 80 million copies. Including GTE's internationatoper- St Petersburg, Fla.

ations, directory products
and services reach 15

countries and generate Card Services offers several credit card products and now
revenues of nearly has more than one miltion accounts. it also offers prepaid
$1.4 billion. telephone catling cards.

GTE Directories' New Media Services is developing online information and
broadened initiatives in interactive services, such as its SuperPages™ online directory.
nontraditional areas SuperPages provides a high-quality marketing medium for
include Card Services and the many businesses attempling to promole services viathe
New Media Services. Internet. It positions GTE Directories as a ieader in the Internet

directory industry. and can be located on the World Wide Web
at http//superpages.gle.net.

GYE Directories Is tosting smaller
directories, with local white page
listings, for cellular customers.
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G E’S SERVICE A REAS

8 Telephone
Cellular
Telephone and Cellular
As of Decomber 31, 1996, Exclwdes porsonsl

services in the Sesttie,
Atlarrta and Cincinnat! major trading arsas (MTAs)

BRITISH COLUMBIA QUEBEC ; VENEIVELA ARGENTINA
3.700,000° 530,000° BO 0 21,000,000 22,000,000°
2,287,000 280,000 59,000 2,472,000 103,000

219,000 13,000 DOG 168,000

*Populatien in franchise areas *“Accass lines  ***Coliviar custemers
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nder GTE's new management
structure, Michael T. Masin
became president - Inter-

national in June 1995 in addition 0
serving as vice chairman. He also con-
tinues to oversee GTE's legal, human
resources, communications and technol-

ogy functions (including GTE Govern-
ment Systems and GTE Laboratories).

How did last June’s restructur-

ing affect GTE's international
operations?
1t brought together substantially all of
our international operalioms under one
roof. Now we can focus our efforts and
leverage our considerable international
resources Lo maximize the value of our
existing operations and pursue new
opportunities.

International profits were down

in 1995. What have you done to
turn performance around?
A series of things. We've made some
management changes where necessary.
We've refocused some units. We've used
GTE's enormous domestic resources and
experience 10 help guide necessary
changes, Equally important, everyone in
our new international organization is
working together 1o help meet objec-
tives. This year will be critical to our
international units as they reposition
themselves for profitable growth.

Mike Masin

VIKE CHAIRMAN, GTE;
PRESIDENT-

What about new opportunities?
We're making good progress in

Latin America, one of our targeled areas
for growth. In Mexico, we've positioned
ourselves well for the open competition
coming in the months ahead. We have a
solid team and aggressive business
objectives. In Brazil. we're also set lo
participate in the opening of the tele-
communications sector, which is likely
to begin this year.

Whats happening in Asia?

We're focusing a great deal of our
energy on China. the world's biggest
markel. We recently announced a joint
venture with a Chinese partner.
Guangzhou Guangtong Resources
Company. to develop a paging network in
China. and we're in negotiations on other
significant projects as well. We're also
studying opportunities in South korea

and Taiwan, and determining how we
can leverage our valuabie cellular
investments in Japan to best advantage.

Why did you put GTE

Laboratories and GTE
Government Systems under a new
management structure?
Much of the tremendous change in our
industry is driven by technology, and
Chuck. Kent and | recognized that GTE
has unique technology resources - not
only in Government Systems and our
Laboratories but also in a number of
maijor business units. We know those
resources can give GTE a competitive
advantage in this fast-moving worid,
particularly when they are centrally
coordinated to support GTE's overail
objectives.

Any final observation?

Last year was a walershed year
for GTE in many respects — ouistanding
financial and operational performance
and creation of substantial value forour
shareholders. But equally important,
| see our company as having positioned
itseil very well for the new competitive
world we've entered. GTE has a very
clear sense of its future and. most im-
poriantly, its virtually unlimited potential.



INTERNATIONAL

e

Over 40 years of international
Success is a matchless foundation
for profitable growth.

aving operated outside the U.S. for over 40 years.
GTE is uniquely situated internationally. Today, we
manage operations with more than $4 billion of
annual revenue and over six million customers. We are the
only U.S. telecommunications company with major operating
units both north and south of the U.S. At the same lime, we are
leveraging our longstanding business activities in Asia to
capitalize on the enormous opportunities in that region.

In 1995, GTE's income from all international operations
totated $220 million before extraordinary charges, down 20%.
Most of the decline was due to intense competitive pressures,
which resulted in reduced long-distance prices for several of
our operating units. However, in 1995 our inlernational units
made major strides in repositioning themselves 1o meet our
commitment o double net income over the next five years*.

Canada: Gains In British Columbia and Québec.

Serving British Columbia, BC Telecom sustained an earnings
uptrend, while Québec Telephone achieved a modest earnings
gain in 1995. In an increasingly competitive environment, the
Canadian companies have seen profit margins tighten and
have lost some market share. They are responding by intensi-
fying marketing efforts and re-engineering operations using
GTE's domestic experience as a model. They also are working
with regulators w rebalance rates. The forecasts for the com-
panies are optimistic, given their solid positions and the favor-
able projections for the Canadian economy.

Dominican Republic: On track to rising eamings.

In recent years CODETEL has been a strong performer. Over

the past two vears it has faced more vigorous competition and
unprecedented profit-margin pressures. CODETEL is regain-

ing its momentum through cost reductions, rate adjustments.

initiatives 10 revitalize its organization, enhanced capabilities

and emphasis on newer, higher-margin services.

*See the discussion of forward-looking siatements on page 23.
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GTE demonstraied its intermational services und capabllifies
wt Solocom 93, a guadrennial oxhibl and cenference in
Genevo, Switxerlond, for the global telecommunications
industry. A three-story, Inferactive multimedia exhibit, with
touch-screen monitors, attracted over 1,000 visiors daily.

Venezuela: Upgrading for an economic rebound.

During a period of monetary devaluations and other severe
economic strains in Venezueia, CANTV has improved operating
performance, increased iLs profitability and continued to make
prudent capital investments to achieve better returns as the
nation’s economy recovers. We remain very optimistic about
CANTV's future. ,

Argentina: 100,000 cellular customers.

To win cellular licenses in Argentina in 1994, we assembled a
“Quick Start” team and committed ourselves to rapid develop-
ment of a system covering provinces with a population of

22 million people. By December 1995, CTi. our cellular opera-
tion, passed a milestone - 100.000 customers - gvercoming a
muititude of economic. regulatory and other start-up hurdles.
CTI's long-term prospects are excellent.



ecause our technological capabilities
increasingly converge in serving
customer needs, we realigned those
capabilities in a new organization that includes
GTE Government, Systems, GTE Worldwide
Telecommunications Services and GTE
Laboratories. This structure ensures that the
extensive activities of the three organizations.
together with the substantial technology
resources of our business units, will be coordi-
nated effectively in pursuing business objeclives.
No other local phone company has comparable
scope in technology.

GTE Laboratories:
Paving the way to advanced services.

Over the past five years, the people of GTE Laboratories

hiave been awarded more than 260 patents for applied

research and development projects. Their work encompass-

s broadband, wireless, software, intelligent systems and

operations automation — areas critical to GTE’s success.
Recent successes of special note include:

« TONICS - 2 system that integrates network management
and operations functions, which helps speed installation
of new technology and provide superior quality, and

« GRANET - a comprehensive software package used lo
create cellular and radio networks providing personal
communications services.

, Development of cellular fraud-control systems is
among GTE Labs’ other areas of expertise. 1t is the Cellular
Telecommunications Industry Association’s designated
technical analysis laboratory and serves as adviser 1o the
entire industry.

‘The scope of our resources
and expertise gives us
a competitive advantage.

A? OTE Loboratories in Waltham, Mass., shgineer Phil Rossond
exumines o print gensrated by SRANEY, o grophics-based
software tool developed by GTE to help engineers world-

wide plon celluiar networks and predict their performance.

GTE Government Systems:
Adapting to the neads of the peivate sector.

As Department of Defense needs have diminished. GTE
Government Systems is adapting leading-edge military appli-
cations for other governmental agencies and commercial
uses. Along with GTE Worldwide Telecommunications
Services, it has customers in more than 20 countries.

Information security is one exampie of an expertise with
considerable growth polential in the private sector. A system
designed to assure secure transaction processing for the
National Securily Agency is now being adapted for commer-
cial use on the Internet and other sites for electronic commerce.

Government Systems also collaborates with other GTE
business units o enhance their services. It has assisted the
construction of cell sites for GTE's cellular networks in the
U.S. and Argentina and provided engineering-design services
for GTE Airfone’s Advanced Digital Airfone Service.
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ith a new competitive era dawning. preparing our
workforce — al every level - is a priority. We have
intensified our programs to equip GTE's people to
succeed in the changing marketplace, while broadening the
scope of our efforts W assure a work environment thal heips
nurture achievement.

To date more than 8,500 GTE managers have completed
courses in GTE's three-phase management development cur-
riculum, designed particularly to foster leadership. Partici-
pation has been accelerated so that 25.000 GTE managers
will complete the curriculum by the end of 1997.

Education and training programs that reach all employees
use advanced communications technologies and self-directed

modules 10 ensure “just-in-time” training.

Taking a longer view, we are identifying the specific capabil-
ities GTE will need in the 21st century and the actions required
10 assure that all are in place. Toward that same goal, we
continue to bring new and diverse talent intc the organization,
from entry 1o senior levels. {n addition, we are enhancing our

OTE's Family Health Center in Temple
Serrace, Fla., oxemplifies the innovative
steps the compony is taking to meet
varied employee health care needs.

compensation plans,
notonly to recruit
effectively but aiso o
provide incenlives
and rewards to all
employees commen-
surate with our on- -
going drive Lo improve
performance and
service lo cuslomers.
To help employees
fulfill family obliga-
tions, we use a wide
array of special pro-
grams. such as non-
traditional work hours,
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Preparing our employees
for an era of enhanced
services is a priority.

Corporate CHizenship:
Joining technology and education

While GTE supports a wide variety of programs
that benefit the communities we serve, our
focus increasingly is on technology-related
goals. We are helping schools and other non-
profit organizations enhance thelr ability to use
technology more effectively in teaching, placing
particular emphasis on efforts that contribute
to the creation of technical talent - which is
vital to U.S. economic leadership.

The programs Include online access and elec-
tronic forums based on the PBS television show
Scientific American Frontlers (which we spon-
sor), funding for technology-based literacy train-
ing, and a new emphasis on technology as a
criterion for the annual “Growth Initiatives for
Teachers” awards for math and science teachers.

In 1995, contributions through the GTE
Foundation totaled $23 million, and more than
haif were directed o education.

telecommuting, emergency and school holiday child care, and
college planning seminars. ‘

Improving the quality of health care while containing costs
remains a key objective, and GTE is in the corporate vanguard.
We have become part of a path-breaking alliance 1o rate and
improve the quality of care at health maintenance organizations.
In December, ABC's “Nighuline™ reported that GTE “is being
held up as a model of how a company can move its workers
into managed care while culling costs and maintaining quality.”
By the end of 1996. nearly two-thirds of our emplovees will be
enrolled in managed-care options.
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Return to Shareholde;'s

GTE's primary financial objective is o maximize shareholders’
long-term Lotal return, consisting of share-price appreciation and
dividends. Total retutn o GTE shareholders in 1995 was 52.4%
compared with 49.3% lor the regional Bell operating companies
and 37.5% for the S&P 500 index. For the five-year period ending
in 1995, average annualized total return was 14.49% compared
with 14.59% [or the regional Bell operating companies and 16.5%
for the S&P 500 index. GTE’s outstanding stock-price appreciation
in 1995 significantly narrowed these differences compared with
the same measure in 1994. GTE's commitment to shareholder
value is supported by clear investment criteria: invesiments must
be in the company’s core business, telecommunications, and they
must be expected to earn more than their cost of capital over
ume. GTE's commitment to shareholder value Is also supported by
a policy of maintaining a dividend payout ratio that is competitive
with peer companies. Consistent with this policy, GTE maintained
its dividend at $1.88 per share in 1995.

Over the past several years, GTE has taken aggressive action
10 improve its competitive position and enhance its profitability.
GTE has: combined its domestic wireline and wireless businesses
under common leadership to begin offering "one-stop shopping”
for all telecommunications services; combined all international
operations into one unit Lo focus on developing growth opportuni-
ues, especially in Lalin America and Asia: implemented process
re-engineering—which will be substantially compieted in 1996;
and sold nonstrategic telephone properties. GTE is now better
prepared to meet the challenges and opportunities of a fully
compeltitive marketplace with tremendous potential for highly
profitable growth.

Consolidated
Operations
m::"e Operationally, 1995 was an
(Exciudes Spacial tems) excellent year for GTE. led by
o281 strong customer growth and
s BB network usage in both tele-

- phone and cellular operations
as well as cost-reduction pro-
grams throughout GTE. Income
before special items was $2.5
billion. or $2.61 per share. in
1995, an increase of 10% com-
pared with $2.3 billion, or
$2.38 per share. in 1994. Min-
utes of use of GTE's domestic
network for long-distance call-
ing grew at an annual rate of
10.196, while total access lines
increased 5.8% excluding the
impact of the nonstrategic telephone properties sold. During
1995, GTE added 887.000 new cellular customers, bringing total

FINANCIAL REVIEW

cellular customers, both domestic and international. 16 3.5 mil-
lion—nearly double the levei just two years ago.

Consolidated revenues and sales totaled $20.0 billion in 1995
compared with $19.5 billion in 1994. Excluding the revenues {rom
the properties sold and the satellite-communications business
divesied in 1994, consolidated revenues and sales increased 4%
in 1995 (see Note 5 to Consolidated Financial Statements).
Strong volume growth in telephone operations and substantial
increases in cellular customers more than offset lower. more
competitive pricing. In the U.S., new price reductions and regula-
tory actions, primarily in California. reduced revenues by
approximately $450 million in 1995, bringing cumulative price
reductions over the past three years to $1.1 billion. However, such
reductions are expected Lo moderate in 1896. Qutside the US.,
regulatory and competitive pressures increased in Canada and
the Dominican Republic as price reductions and rate rebalancing
plans were implemented.

Operating income for 1995 reached a record $5.1 billion, up
8% excluding the operating income attributable to the properties
sold. The increase was due o higher revenues, improved cellular
operating margins and ongoing cost reductions from process
re-engineering activities. Net interest expense declined slightly as
the favorable effects of lower interest rates were partially offset
by higher debt balances. Other expense totaled $5 million in 1995

. compared with $280 million of other income in 1994, primarily
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reflecting gains recorded in 1994 in connection with telephone
property sales. GTE's effective income ax rate declined from
38.6% in 1994 to 36.6% in 1995 primarily as a result of a settle-
ment with the IRS of certain open tax years.

During 1995. GTE adopted accounting principles appropriate
for nonregulated companies and recorded extraordinary
charges totaling $4.7 biltion, or $4.83 per share, as discussed
in Note 2 to Consolidated Financial Statements. For a discussion
of the reclassifications made w the prior-year consolidated finan-
cial statements, disciosure of recently issued accounting
pronouncements and use of financial instruments and con-
tingencies, see Notes 1, 10 and 16 1o Consolidated Financial
Statements.

1n 1994, consolidated revenues and sales totaled $19.5 billion
compared with $19.3 billion in 1993. Excluding the revenues
from the properties sold, consolidated revenues and sales
increased 49 during 1994. Strong volume growth for both
domestic and international wireline and wireless services
drove the improvement. Lower, more competitive dorestic
telephone pricing, particularly in rates charged to interexchange
carriers for access to GTE's local-exchange network. parlially
offset the strong volume growth. The completion late in 1993 of
a major U.S. defense communications contract also offset the
volume growth.

Operaling income in 1994 increased 119% over 1993 exclud-
ing the impact of properties soid and other 1993 special items.
This improvement was due o the revenue growth as well as



FINANCIAL REVIEW

N

cost-reduction efforts at all
business units. Consolidated

Consolidated net income was $2.4 billion,
Revenues and Margins or $2.55 per share, which
(Exeindes Properties Soid) included after-tax gains on
sales of certain nonstrategic
domestic local-exchange
telephone properties of

$162 million, or 17 cents

per share. Excluding the
impact of special items in
both years, consolidated net
income in 1994 was $2.3 bil-
lion, or $2.38 per share, an
89 increase over 1993,

In 1993, consolidated net
income was $882 million, or
93 cents per share. Results
in 1993 included gains of
$91 million, or 10 cents per
share, similar o those in
1994 as well as one-time after-tax charges totaling $1.3 billion,
or $1.37 per share, to resiructure operations, complete volun-
tary separation programs and for the early retirement of
high-coupon debt.

Local Service Revenues
Local service revenues are based on fees charged to customers
for providing local telephone exchange service within designated
{ranchise areas. Local service revenues increased 129 to
$5.8 billion compared with $5.2 billion in 1994, This growth was
attributable to placing an additional 1.2 million access lines in
service in 1995, a 5.8% increase over last year, driven by 12%
growth in second residential lines over 1994, The growth in sec-
ond lines is primarily auributable to strong consumer demand
for fax machines, access to the Internet and online computer ser-
vices. The increase in revenues was also attributable to a rale
rebalancing order issued by the California Public Utilities Com-
mission {CPUC) effective January 1. 1995. The order provided
for increases in basic local rates in exchange for significant rate
reductions for ol service and access charges. Although this rate
rebalancing was intended by the CPUC to be revenue neutral, the
actual increase in volumes did not fulty compensate for the 1oll
and access rate reductions.

The rollout of new and nontraditional services also drove
the increase in local revenues. These services, which include
CentraNet® data and custom-calling features, such as Personal

Secretary and SmariCall® increased 33% to $850 million in 1995.

These new high-margin services are expected Lo contribute a
larger percentage of GTE's otal revenue stream in fulure years
as a resull of strong business and consumer demand.
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Network Access Service Revenues

Interstate and intrastate network access service revenues are
based on fees charged 1o interexchange carriers that use GTE'S
U.S. local-exchange network in providing long-distance services 10
their customers. Network access service revenues of $4.4 billion
remained relatively unchanged from 1994, The impact of the
10.19% growth in minutes of use of GTE's domestic local-exchange
network for long-distance calling was offset by compelitive and
regulatory-mandated rate reductions and the effect of the pre-
viously discussed 1994 sales of nonstrategic properties.

Toli Service Revenues

Toll service revenues are based on fees charged for service beyond

a customer's local calling area but within the local access transport
area (LATA). Toli service revenues decreased 229 1o $2.5 billion
compared with $3.3 billion in 1994. This decline was primarily
auributable to price reductions to meet compelition and regulatory-
mandated rate reductions, particularly the previously discussed rate
rebalancing actions in California, Canada and the Deminican Republic.

Coliular Service
Revenues Uu.s. Cdlu::r Operations:

i Service Revenues and
Cellular service revenues e o gin

exceeded $2 billion for the first
time in the company's history,
rising 329 to $2.2 billion.

The growth in revenues was
primarily attributabie to the
growth in customers both in the
U.S. and internationally. Total
US. customers served at the
end of 1985 reached 3,011,000,
an increase of 28% over 1994.
Customer growth slowed at the
end of 1995 as various largeted
marketing programs success-
fully focused on the addition

of higher-value customers.
Cellular market penetration
increased to0 6.39% in 1995 com-
pared with 4.89 in 1994. This
growth was tempered by a decline in revenues per customer in
the U.S. reflecting continuing growth of casual and security users
in the customer base. During the year revenues per customer in
the U.S. averaged $63 per month compared with $68 in 1994.

Directory Services Revenues

Directory services revenues are based on fees charged Lo publish,
print. distribute and sell advertising for Yeliow Pages telephone
directories. GTE annually publishes or provides sales and other
direclory-related services for approximately 2.400 different direc-
tories in 47 states and 15 foreign countries. Directory service



revenues increased slightly o $1.4 billion in 1993, reflecting
improved volume in the LS. partially offset by the completion in
1994 of a contract for the publication of directories in Hong Kong.

Other Services and Sales

Other services and saies include revenues from: GTE Government
Systems, which provides telecommunication sysiems and equip-
ment o U.S. governmental defense and civilian agencies as well
as commercial users: GTE Airfone, which provides aircraft-based
telecommunication services: and telephone and cellular equipment
sales and services. Other services and sales revenues increased
slightly to $3.6 billion in 1995, reflecting the growth in non-
network related equipment sales partially offset by the overall
decline in U.S. government defense spending. GTE Government
Systems received orders valued at $1.2 billion during 1995, a
slight increase compared with 1994, reflecting higher interna-
tional orders partially offset by the decline in U.S. defense spending.

Cost of Services and Sales

Cost of services and sales declined 29 to $7.5 billion in 1995
compared with $7.7 billion in 1994, primarily reflecting the
impact of the three-year process re-engineering program at the
U.S. telephone operations. This program is redesigning and
streamlining processes to improve customer responsiveness
and product quality, reduce the time necessary o introduce
new products and services, and further reduce costs.

Several re-engineering programs enhanced productivity.
Consolidation of work centers and the rollout of technologically-
advanced systems reduced labor-intensive processes. For exam-
ple. Express Dial Tone, which enables a customer (o start local
service without waiting for a service call, was implemented in
most maijor service territories. Also, GTE's "One Touch™ process.
which allows a wide range of customer needs Lo be satisfied by
contacting just one service representative, is now available in
most of GTE's domestic telephone service areas. U.S. access lines
per employee, a key indicator of productivity, totaled 289 at year-
end 1995, a 15% increase over 1994 and 55% higher than four
years ago, excluding properties sold.

By the end of 1995, GTE's Telephone Operations had reduced
its U.S. workforce 1o approximately 64,000 employees, a 23%
decline from four years ago. Since the re-engineering program
began two years ago, the workforce has been reduced by over
12,000 employees and contractors. A further workforce reduction
of approximalely 5.000. bringing the total to 17.000. is expecled
to be substantially completed by the end of 1996.

Selling, General and Administrative Expenses
Selling. general and administrative expenses rose slightly to

$3.7 billion in 1993. The growth in operating costs. particularly in
cellular services. was subsiantially offset by ongoing cost contain-
ment and reduction programs. which have been implemented
across all business units.
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Depreciation and Amortization

Depreciation and amortization increased 7% to $3.7 billion in
1995 compared with $3.4 billion in 1394, The increase reflects the
expansion of the telephone network to meet demand for additional
lines, enhanced calling features and switched data services and to
continue the deployment of enabling technologies for broadband
services. The mobile-cellular network was also expanded o pro-
vide significantly higher capacity and improve service quality.

Other Income and Expense

Other income and expense is comprised primarily of gains on sale
of properties. minority interests and earnings of unconsolidated
subsidiaries, which include cellular partnerships, and interna-
tional ventures. In 1995 GTE reported other expense of $5 million
compared with other income of $280 million in 1994. Results in
1994 included $264 million of gains on sales of nonstrategic tele-
phone properties compared with $16 million in 1995.

During 1995. difficult ecenomic conditions continued in
Venezuela, which significantly alfected CANTV, the Venezuelan
lelephone company that is 20.4% owned and operated by
GTE. The weak economy, combined with currency controls that
began in mid-1994, limited CANTV's access (o international
banking and capital markets during most of 1995. However. in
September 1995, CANTV and a group of creditors completed
the refinancing of approximately $1 billion of CANTV's obligations.
As a result, investments in the expansion and modernization of
Venezuela’s telecommunications system have continued. These
investments, along with an overall reduction in debt, were funded
by operating cash flow.

Due to the high level of infiation experienced in Venezuela,
CANTV results are substantially influenced by its ability to
increase Lariffs. CANTV operates under a Concession Agreement,
with the Venezuelan government that provides, among other
things, for quarterly tarilf increases based on previous rates of
inflation in Venezuela. In 1895, CANTV successfully obtained tariff
increases that mitigated the effects of high local inflation and
improved its operating margins when compared with 1994. CANTV
believes that it can continue o obtain tariff increases in 1996.

Because of the difTicult economic conditions, CANTV made only
a relatively small contribution to GTE's 1995 earnings. The net-
work modernization program continued to produce excellent
results in service qualily and productivity. Residential customer
satisfaction has doubled 1o 80% and productivity, as measured by
lines per emplovee. has increased 75% since the GTE led consor-
tium began operations in late 1991, CANTV's cumulative mandates
under the Concession Agreement to expand, modernize and
improve the telephone network have been met or exceeded.

In December 1995, the Venezuelan government devalued the
local currency by 7196, However. due to the mix of local currency
and U.S. dollar denominaled assets and liabilities, the devaluation
did not have a significant impact on GTE's resulls. GTE believes
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these economic dilficulties are temporary and will be corrected.
and continues o view its interest in CANTV as an excellent
long-term investment.

Regulatory and Competitive Trends

Significant regulatory and legisiative developments during 1995
and early 1996 opened various sectors of the lelecommunications
marketplace lo greater levels of competition.

In February 1996, federal telecommunications reform legisla-
tion was signed into law—addressing a wide range of compelilive
and regulatory issues that will affect the future development of
local and long-distance services, cable television and informa-
tion services.

The Telecommunications Act of 1996 overhauls 62 years of
telecommunications law, replacing government regulation with
competition as the chief way of assuring that telecommunications
services are delivered 10 customers. The law removes many of the
statutory and court-ordered barriers to competition between seg-
ments of the industry, enabling local-exchange. long-distance and
cable companies o go head-lo-head in offering voice, video and
information services.

The new law also sets guidelines 1o open local-exchange mar-
kets, loosens restrictions barring local Lelephone companies [rom
entering the cable market. preserves universal service while
equalizing the responsibility for contribution among all carriers,
and lifts controls on cable prices.

A key provision of the law also eliminates the legal restraints of
the GTE Consent Decree which has kept GTE's telephone operat-
ing companies {rom providing interLATA services. This action will
simplify GTE's ability to market local and interLATA services o
customers. GTE plans to offer interLATA services early in 1996.

Another key aspect of the federal legislation requires local
telephone companies to allow customers 1o pre-subscribe o a
specific carrier to handle their intraLATA calls. Pre-subscribed
customers will simply dial “1” before the telephone number in
order to complete intral.ATA calls. This action will significanily
increase competition in that market.

An order issued by the CPUC that became effective on Janu-
ary 1, 1995 authorized toll competition. without pre-subscription
in California. The order also provided for rate rebalancing with
significant rate reductions for toll services while increasing local
service rates closer to the actual cost of providing such service.
As expected, the net effect on GTE of the implementation of this
order was a decrease of approximately $220 million on revenues
in California for 1995 and a loss of approximately 1096 of its tol!
market share.

During 1995 the CPUC accelerated the issuance of regulations
that facilitated competition in local markels beginning in January
1996. Several carriers have already received approval 1o enter
local markets. GTE and the other major local-exchange carrier

in California will aiso be able o provide local service in each
other’s lerritory.

In addition to California. several other state legislatures have
enacted laws favoring competition, which will open the local-
exchange markel and free existing local-exchange carriers [rom
rate-of-return pricing restrictions. In Florida, legislation was
enacted removing an earnings cap beginning in January 1996
concurrent with the opening of the local-exchange market o
compeltition. in Texas, GTE agreed 0 a six-year price plan while
opening the local-exchange market w competition. This plan
removes an earnings cap, establishes a universai service
mechanism, and requires certain capital spending levels o
provide enhanced service capabilities. During 1995 several other
states began to consider opening the local-exchange market to
competition and associaled issues involved in interconnection
arrangements, universal service and other issues.

As of the beginning of 1996 approximately 609 of GTE's
domestic access lines no longer operale under traditional rate-
of-return regulations and have adopted incentive reguiation plans
for intrastate service.

Interstate access prices charged to interexchange carriers are
based on an annual price cap {iling with the Federal Communica-
tlons Commission (FCC), which is effective in July of each year.
The pricing formulas allow a local-exchange carrier (o select
higher productivity factors, which reduce prices. in return for
reducing or eliminating a rate-of-return cap. GTE selected a 4%
productivity factor in jurisdictions representing approximately
half of its access lines and a 5.3% factor for others. The jurisdic-
tions that have a 5.3% productivity factor do nol have an earnings
ceiling. The other jurisdictions require 509 sharing with custom-
ers for returns between 12.25% and 13.25% and a 100% refund
for returns in excess of this range. The FCC is considering how the
price cap plan should be modified in the future in order to adapt
the system to the emergence of competition.

Internationally. the pace of regulatory and competitive change
has also accelerated. In Canada, the Canadian Radio-television
and Telecommunications Commission, the telecommunications
regulatory authority. issued an order opening the market [or toll
services to full competition. To meet this competition, GTE has
implemented aggressive marketing of customer services and
technologically advanced product service offerings Lo minimize
loss of market share. In addition. cost saving efforts through
planned workforce reductions are being implemented. In the
Dominican Republic competitive pressures for international and
local toll trafic have begun to impact revenues and operating
margins. However, government-approved local rate increases as
well as the implementation of productivity improvement programs
are expected to offset the impact of competition.



These recent legislative, judicial and regulatory developments,
as well as the pace of lechnological change, have continued 1o
influence industry trends and broaden competition. In virtually all
aspects of their businesses, GTE's wireline and wireless opera-
tions face increasing competition from numerous sources,
including interexchange carriers, compeltitive access providers for
network access services, specialized communications companies
that have construcled new systems in certain markets 1o bypass
the local-exchange network, and wireless communications pro-
viders. Competition {rom local-exchange carriers, interexchange
carriers, wireless and cable TV companies, as well as more recent
entry by media and computer companies, is expected W increase
in the rapidly changing telecommunications marketplace.

GTE supports greater competition in telecommunications pro-
vided that, overall. the actions to eliminate existing legal and
regulatory barriers aliow an opportunity for all service providers
10 participale equally in a competitive marketplace under com-
parable conditions.

GTYE Initiatives
In 1995, GTE continued o position itself to respond aggressively
10 competitive developments and benefit from new opportunities.

During 1995, GTE continued the implementation of the $1.4 bil-
lion re-engineering program for its U.S. Telephone Operations.
Since the program began in 1994, 258 work centers have been
consolidated to 58 and the company’s workforce has been reduced
by more than 12,000. Costs of $858 million have been charged o
the restructuring reserve—3$585 million related to customer ser-
vice processes, $103 million related to administrative processes
and $170 million related to the consolidation of facilities. These
costs were primarily associated with the ciosure and relocation of
various centers, software enhancements and separation benefits
associated with the workforce reductions. The continued imple-
mentation of this program positions GTE to accelerate delivery
of a full array of voice, video and data services and 0 reach its
stated objective of being the easiest company Lo do business with
in the industry.

In May 1995, the FCC approved GTE's applications 1o construct
new fiber-optic and coaxial-cable video networks in Ventura
County, Calif., and Pasco and Pinellas Counties. Fla. GTE expects
1o begin delivery of video services Lo customers during 1996.

In August 1993, GTE signed a definitive agreement 10 join The
Wali Disney Company, Ameritech Corporation. BellSouth Corpora-
tion and SBC Communications, inc. as an equal pariner in americast”
a venlure designed to provide video programming and inleraclive
services for millions of American households. GTE's involvement
sirengthens the venture by increasing its combined reach from
50 million o 68 million access lines in 33 states.

GTE and its three other telecommunications partners witl
distribute, through their local broadband networks. video pro-
gramming developed by The \alt Disney Company. In addition,
GTE will invest in the necessary equipment to deliver program-
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ming o its customers. These aclivities will strengthen GTE's exist-
ing activities in video. GTE Interactive Media and GTE mainStreet
give GTE the ability 10 develop. market, publish and distribute
video games and interactive programs as well as explore new
technologies.

In late 1995. GTE enlered the Internet access business. Initially
the service will be targeted o schools, universities and business
customers. GTE.net, a first step, paves the way for a nationwide
data-network infrastructure, allowing GTE to enter new markeis
and to develop new products and services.

In March 1995, GTE acquired the Seatile, Atlanta and Cincin-
nati markets for wireless PCS through an auction by the FCC for
1.8 GHz broadband spectrum licenses. Once construction of the
network is complete, this will provide GTE with new market cov-
erage and creale a more complete “footprint” in several large
markets. The Seallle market, already served by GTE wireline ser-
vice, will be enhanced with wireless offerings, emabling GTE o
provide a full bundi¢ of communication services 1o consumers.
The new spectrum in Atlanta and Cincinnati will allow GTE to
build on its clusler strategy and Lo expand an already strong
celiular presence.

To capitalize on opportunities lor long-term profitable growth,
GTE is actively pursuing expansion of ils international operations.
Specificaliy, GTE has formed an alliance in Mexico Lo pursue
opportunities when Mexico's lelecommunications market opens Lo
competition in 1997. The alliance intends Lo provide national and
international long-distance services.

In China, GTE has formed an alliance with China United
Telecommunication Corporation fdr various projects relaling to
the developmenti of China's second telecommunications network.
Additionally in 1996, GTE established a joint venture with a lead-
ing Chinese wireless telecommunications operator. GTE will ini-
tially invest approximately $28 million. which will be used Lo
design, build and install wireless networks, provide training and
offer technical consulting. The venwre's first project is to support
a wireless paging system that will eventually encompass 25
cities, including Beijing.

Early in 1995, GTE, as leader of the CT! consortium, completed
the construction of a network Lo provide wireless service 0
most of Argentina. CT! ended 1995 with over 100,000 customers
served by the network. Long-lerm financing was arranged for CT!
in fate 1995.

Capital Investment,
Resources and Liquidity

Return on Equity

GTE’s return on average common equits was 23.2% in 1995
compared with 23.3% in 1994. before considering the extraordi-
nary charges in 1995 and the gains on (he sales of certain
nonstrategic domestic local-exchangce telephone propertics in
both years.
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Capitalization
GTE targels a capital structure

Consolidated and overall credit position that
Return on Equity is appropriale for an "A” rated
{Exciudes Special tems)

company. This allows GTE's
20.4% o shareholders to enjoy the bene-
— fits of reasonable financial
leverage, while also protecting
debtholder interests and ensur-
ing ready access tw the capitai
markets. During 1995, GTE
announced plans to repurchase
up o 20 million shares of its
currently issued common stock
- " ” from time 1o time, depending on
market conditions. The shares
will be used to satisfy the
requirements of GTE's employee benefit and dividend reinvest-
ment programs. At the end of 1985, 3.6 million shares had been
repurchased under Lhis program.

Total equity as a percentage of total capitalization was 37.9%
at the end of 1995 compared with 46.2% in 1994, primarily
reflecting the impact of the extraordinary charges recorded at the
end of 1995. Excluding the extraordinary charges, total equity
would have been 48.1% of total capitalization at the end of 1995,

Cash Flow
GTE's cash flow from opera-
Consolidated tions increased from $4.7 bil-
Debt and Equity Ratio lion in 1994 10 $5.0 billion in

1995. reflecting improved oper-
ating resuls as weil as lower
tax payments from nonstrategic
property sales and the comple-
tion of a major government
telecommunications contract
last year.

During 1995. GTE invested
approximately $350 million to
acquire PCS licenses during the
FCC's auction process, as well
as approximately $250 million
10 acquire the remaining 109
ownership of Contel Cellular Inc.

i ’ that GTE did not already own.

At the end of 1995, GTE redeemed. in advance of scheduled
maturity, $932 million of ils telephone operating subsidiaries’ high-
coupon debt issues and 12 series of preferred stock totaling $71
miltion. The refinancing of the high-coupon debt and preferred stock
will be completed during 1396,

Capital expenditures totaled $4.0 billion in 1995, about 4%
below the level of expenditures in 1994, The declining requirements
for conversion to digital switching sysiems offsel expansion and

" 2

Totwl Dabt wemm goulity Ratio
{i» Blillons)
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enhancements of the cellular
network. as weil as invest-
ments in fiber optics and
other enabling technologies
for broadband services. In
1996, capital expenditures
are expecled Lo increase
slightly for the depioyment of
broadband video networks in
California and Florida.
buildout of the new wireless
PCS networks and other
requirements for new reve-
nue growth initiatives and
expanded senice capabili-
ties. In 1996. GTE expects to
fund dividends and the capi-
tal requirements for its
businesses substantially
with cash from operations.
However, GTE's strong
financial position allows ready access to worldwide capital markets
for any additional requirements.

Consotidated Cash Flows
(in itiions)

$7.1

$7.3

Forward-lLooking Statements

GTE has projected earnings-per-share growth of not less than
10% for the foreseeable future. GTE has also projected thal reve-
nue will grow by a range of 6% to 8%. In addition. GTE expects
net income {rom existing inlernational operations 1o double in the
next five years.

Risk Factors

GTE's forward-looking stalements are based on a series of projec-
tions and estimates regarding the economy and Lhe lelecommuni-
cations industry in general and on key performance indicators
which impact the company directly. The projections and estimates
regarding the telecommunications industry relate io pricing of
services. the effects of competition and the success of new prod-
ucts and services and new businesses such as long distance.

Key performance indicators that have a direct bearing on GTE's
ability 1o atlain these projections include continuing annual growth
in: telephone access lines and minutes of use: cellular volume and
customers: and new and nontraditional revenues at levels that meet
internal forecasts. Also. in developing its forward-looking state-
ments. GTE has made certain assumptions relating to productivity
improvements and the outcome of various commercial. legal and
regulatory proceedings and lack of disruption Lo ils markels.

IfGTE’s actual performance differs materially from its projec-
tions and estimates regarding the economy, Lhe lelecommunica-
tions industin and key performance indicators. GTE's aciual
results could v ary significantly from ihe performance projected
in the forward-looking statements.



Report of Independent
Public Accountants

To the Board of Directors and
Shareholders of GTE Corporation:

We have audited the consolidated financial statements of
GTE Corporation (a New York corporation) and subsidiaries
as of December 31. 1995 and 1994 and for each of the three
years in the period ended December 31. 1995 as set forth

on pages 25 through 38 of this report. These financial state-
ments are the responsibility of the company's management.
Our responsibilily is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally
accepted auditing slandards. Those standards require that
we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free
of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing
the accounting principles used and signilicant estimates made
by management. as well as evaluating the overall financial
statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion. the financial statements referred to
above present fairly. in all material respects. the financial
position of GTE Corporation and subsidiaries as of Decem-
ber 31, 1995 and 1994, and the results of their operations
and their cash Mows for each of the three years in the period
ended December 31, 1995 in conformity with generally
accepted accounting principles.

As discussed in Note 2 10 the consolidated financial
statements. in 1995 the company discontinued applying
the provisions of Statement of Financial Accounting
Standards No. 71. “Accounting for the Effects of Certain
Types of Regulation.”

dvf’»&dm e P

Stamford. Connecticut
January 25. 1996

Management Report

To Our Shareholders:

The management of GTE is responsible for the integrity
and objectivity of the financial and operating information
contained in this annual report. including the consolidated
financial statements covered by the Report of Independent
Public Accountants. These statements were prepared in
conformity with generally accepted accounting principles
and include amounts that are based on the best estimates
and judgments of management.

The company has a system of internal accounting controls
which provides management with reasonable assurance
that transactions are recorded and executed in accordance
with its authorizations, that assets are properly safeguarded
and accounted for, and that financial records are maintained
50 as to permit preparation of financial statements in
accordance with generally accepled accounting principles.
This system includes written policies and procedures.
an organizational structure that segregates duties, and a
comprehensive program of periodic audits by the internal
auditors. The company also has instituted policies and guide-
lines which require employees 1o maintain the highest level
of ethical standards.

In addition. the Audit Committee of the Board of Directors.
consisting solely of outside directors. meets periodically
with management, the internal auditors and the independent
public accountants to review internal accounting controls,
audit results and accounting principles and practices, and
annually recommends to the Board of Directors the selection
of independent public accountants.

Charles R. Lee
Chairman and
Chief Executive Officer

) Lletae
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J. Michael kelly
Senior Vice President~Finance and
Chief Financial Officer
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SELECTED FINANCIAL D ATA

GTE Corporation and Subsidiaries

Five-Year Annual
(Mitlions of Dollars, Except Per-Share Amounts) 1995 1994 1993 1992 1991 Growth Rate*
Results of Operations
Revenues and sales
Localservices . .................. $ 5839 $5234 §$5159 §$ 4932 $ 4746 4.5%
Network access services—interstate . . . . . 2,741 2,722 2.690 2,774 2,713 2
—intrastate .. ... 1,622 1.626 1,708 1,703 1.652 4
Tollservices . ................... 2,548 3,285 3,321 3,388 3.482 4.9)
Cellutar services. . . .. ........ e 2.191 1.666 1.178 929 726 32.9
Directory services. . . . ............. 1.383 1,372 1438 1.405 1,466 1.7
Other servicesandsales . . . ... .. C e 3,633 3.623 3,838 4,394 4,321 4.9
Tolal revenuesandsales ... ... ... .. 19,9537 19.528 19,332 19,525 19,106 1.2
Costof servicesandsales. . ............ 7,537 7.677 7,848 8,229 8,157 (1.6)
Selling, general and administrative . .. ..... 3,689 3.667 3.817 3.977 3,826 (.3)
Depreciation and amortization . . . ... ... .. 3.675 3.432 3.419 3,289 3.254 2.6
Restructuring and mergercosts . .. ....... - - 1,840@ - 342m -
Operatingincome. . .. ............... 5,056 4,752 2408 4,030 3,527 5.9
Net income (loss)(0
Continuing operations@ . .. .. ... ..... 2,538 2,441 972 1,761 1,492 9.8
Consolidated'® . . . ................ (2,144) 2,441 882 (780)0 1,543 —
Earnings (loss) per common share®
Continuing operations'® . . ... ... ..... 2.62 2.55 1.03 1.95 1.69® 7.2
Consolidated® . . . ................ (2.21) 2.55 .93 (.86)n 1.750 -
Common dividends declared per share . . . ... 1.88 1.88 1.85 1.76 1.64 44
Bookvalue pershare. . ............... 7.05¢ 1085 9.96 10.61 12.21 (8.2)
Average common shares
outstanding (inmillions) . . .. ......... 970 958 945 905 882 2.5
Assets and Capitai
Consolidatedassets . ................ 37,019 42500 41,575 42,144 42,437 (1.2)
Long-term debt and redeemable
preferredstock. . . .. .............. 12,744 12,236 13.103 14,277 16,153 (3.9)
Shareholders'equity . . . .. ............ 6,871 10,483 9,593 10.076 11,313 (6.9)
Cash from conlinuing operations. . . . ... ... 5,033 4,740 5,373 4,832 4,643 28
Capilal expenditures . . .. ............. 4,034 4,192 3.893 3,909 3.965 A
Consolidated Ratlos
and Other information
Return on common equity® . . . ... ....... (20.3)%  24.8% 8.8% (8.8)% 14.8% -
Returnoninvestment®™ . .. .. .......... 4.2)% 13.1% 6.9% 1.3% 9.4% —
Average commonequity . . ... .......... 10,339 9.838 10,030 8.832 10,434 1.0
Equityratio . . ......... .. ... ...... 37.9%'"  46.2% 42.6% 40.2% 40.8% —
Averageinvestment. . .. .............. 27,150 25,647 27.322 28.057 29.418 (1.3)
Research and development . . . ... ....... 137 139 135 159 155 (1.4)
Employees (in thousands)
Toal . .......... ... .. 106 111 117 129 159 9.9)
*UnitedStates. . .. ................ 83 89 94 104 124 (9.6)
International Operations
(included above)®
Revenuesandsales. . ................ $ 2583 §$ 2616 $ 2520 $ 2401 § 2317 3.9
Income before extraordinary charges . . . . . .. 220 276 328 244 227 13
Totalassets ...................... 6.210 5,826 6.096 5.963 5,757 45

Notes to Selected Financial Dala appear on page 26.
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GTE Corporation and Subsidiaries

Five-Year Annual

{Millions of Dollars) 1995 1994 1693 1992 1991 Growth Rate*
Network Statistics
Access minutes of use (in millions) . .. ... .. 64,417 59,247 55,864 52,180 48,169 7.5%
Access lines (in thousands)

Toal® ., ... 24,135 22,805 22.043 21,427 20.481 5.1

United States™. . ................. 18,527 17.442 17.073 16.819 16,233 30

Switched. . ................... 16,665 16,037 15,929 15.835 15,338 20

US. linesperempioyee. .. . .......... 289 252 234 208 191 10.7
Cellular subscribers (in thousands)

01 3,547 2,660 1,787 1,204 881 41.9

UnitedStates. . . ...........c.u.... 3.011 2,339 1,585 1.090 811 3986
Adjusted “POPs” {in millions)®

Towal. . ... e 82.4 68.0 63.4 60.8 59.9 —_

UnitedStates. . . ................. 67.4 53.0 53.0 53.1 522 4.0
U.S. Telephone Operations

Revenuesandsales. ... ............ $13,375 $13.212 $13.182 $13.160 $12,950 k¢

Operatingincomet® . ., ... .......... 3,621 3.480 19620 3284 3.0730 19

Operatingcash flowmargin . . .. ....... 47.8% 46.4% 34.7% 44.1% 43.4% -

Capital expenditures . . . ............ 2,564 2,821 2.811 2,859 3,004 (2.4)
U.S. Cellular Operations

Servicerevenues . ................ $ 2019 $1539 $1082 $ 83 §$ 675 32.7

Operatingincome . . ............... 410 278 124 77 (29)0 —_—

Operating cash flow margin® ., . .. .. ... 36.8% 35.39% 31.9% 32.9% 21.4% -

Capital expenditures . ... ........... 709 610 389 376 260 21.2

*  Leasl-squares melhod:Bércemages have been omitied where not meaningful.

{a) See Nole 4 on 1993 Restructuring Costs.

{b)  Reflects costs incurred in connection with the merger and integration of GTE Corporation and Contel Corporation. including $150 million and $29 million at
U.S. Telephone and US. Cellular Operations, respectively. These costs. net of a gain on the transfer of certain ceilular properties. reduced 1991 net income by
$204 million. or $.23 per share.

(¢} Includes a $74 million pre-tax charge ($46 million after-tax. or $.05 per share) for the cost of voluntary separation programs at U.S. Telephone Operations.

(d}  1995. 1994 and 1893 include after-1ax gains of $11 miltion. or $.01 per share. $162 million. or $.17 per share, and $91 million, or $.10 per share. respectively,
on saies of cerlain nonstralegic domestic local-exchange telephone properties.

{e} See Nole 2 on Extraordinary Charges.

) 1992 reflects a noncash. after-Lax charge of $2.4 billion. or $2.70 per share. for the cumulative effect of accounting changes for postretirement health care

and iife insurance benefils as wel! as income Laxes, as a result of the adoption of Statements of Financial Accounting Standards No. 106, "Employers’
Accounting for Postretirement Benefits Other Than Pensions™ and No. 108, "Accounting for Income Taxes.” respectively.

1992 atso includes charges wtating $100 miflion. or $.11 per share, associaled with the saie of the Electrical Products Group. which was accounted for
as a discontinued operation. 1991 includes nel income from discontinued operations of $31 million. or $.06 per share (see Note 5 on Property Repositioning

and Discontinued Operations).
Excluding the special items described in footnotes (a) through {f), net income. earnings per share. relurn on common equity and relurn on investment would
have been:
Five-Year Annuat
1993 1994 1993 1992 1991 Growth Rawe*
s : Netincome (inmillions) . . . ... ... .. $2.327 $2.279 $2.077 $1.761 $1.696 10.29
Earningspershare © . .. .. ... ... . 2.61 2.38 2.20 1495 1.92 16
Return oncommonequity . . . . . ... . . 23.2% 23.3% 20.4% 15.6% 16.1% —
Rewrnoninvestment . . . ... ... ... 12.8% 12.3% 11.2% 4.5% 10.1% -

@) Includes GTE' international aMifiates as well as internationat activities from domestic cotnpanies.
(h Access lines in 1994 and 1993 exclude 448,000 and 440,000 net lines, respectively. sold during those vears. Total access ines nclude 2.5 million,
2 3milkien. 2 0 million. L& million and 1.6 million fines served by CANTV in 19951991, respectnels. GTE acquired sperating control of CANTY in 1991
Excluding the effect of the CARNTV acquisition and the access lines sold during 1994 and 1993 the five-year ial access line growth rate was 4.3%.
i} Represents poputation 1o be served limes GTE'S percenlage interest in wireless markels,
(i} Represents operating ncome before depreciation and amortization divided by Service revenues.
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Consolidated Statements of Income
GTE Corporation and Subsidiaries

FINANCIAL STATEMENTS

Years Ended December 31

{Mitlions of Daliars, Except Per-Share Amounts) 1995 1994 1993
Revenues and Sales
LOCAI SBIVICES . . . . v e e e $ 5,839 $ 5.234 $ 5,158
NetWOrk 8CCESS SEIVICES . .+ o v vt e e e et et e e e . 4,363 4.348 4,398
POl SBIVICES . . . e e e 2,548 3.285 3.321
Celular SBIVICES . . . o i i e e 2,191 1,666 1.178
DOl SBIVICES . . v . ot vt i e e e e 1,383 1,372 1.438
Otherservices and sales . . . . . . ... ittt i i e 3.633 3.623 3,838

Totalrevenues and Sales. . . . .. .. ... i it e 19,957 19,528 19,332
Operating Costs and Expenses
Costofservicesandsales . ... ... .. ittt e e s 7,537 1.677 7,848
Selling. general andadministrative. . . ... .. ... ... ... ... L. 3,689 3.667 3817
Depreciationandamortizalion . .. .. ... . .. i e . 3,675 3,432 3.419
RESIUCIUNIRE. . . . . ... e e . — - 1,840

Total operating costS and €Xpenses. . . . . ... ..ttt 14,901 14,776 16,924
Operatinglncome . .. ...... ... ... ... ... ... ... . ... .. ... 5,056 4,752 2.408
Other (Income) Expense
el — L. . . . . . i e e e 1,047 1,058 1,197
L8111 s 1T 5 (280) {329}
Income before INCOME 1AXES . . . . . .0 it e e et 4,004 3973 1.540
MCOME laXES . . . . . . . e e e e 1,466 1,532 568
Income before extraordinarycharges ... .. ... ... ... .. 2538 2,441 972
EXtraordinary Charges . . . ... .. . i e e (4,682) o (90)
Netincome(loas) . .. ... .. ... ... ... . 0. $(2,144) $ 2,441 § 8382
Eamings (Loss) Per Common Share
Before extraordinarycharges . . .. ... ... ... ... § 262 $ 255 3 103
Extraordinarycharges . .. .. .. ... ... (4.83) - (.10)
Notlneomo(boss) $ (2.21) $ 255 $§ RN
Average common shares outstanding (inmillions) . . ... ... .. ... . ...... - 970 958 945

See Notes (o Consolidated Financial Statements.
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Consolidated Balance Sheets
GTE Corporation and Subsidiaries

December 31
{Millions of Dollars) 1993 1994
Assets
Current Assets
Cash and Lemporary INVESUMENIS . . . . . .. .t i ittt et et e s e e e e e e e e $ 332 $ 328
Receivables. less allowances of $263and 3207 . . . .. .. .. ... ... 4,227 4,022
InvenlorieS and SUDPlBS . . . . . .. i e e e e 719 676
Deferred income tax benefits. . . . . ... . ... . e 330 321
DB, . o e e e e, 284 292
Ol CUMTERL ASSBlS . & . . o ottt et et e e e e e e 5,892 5,634
Property, plant and equipment.net. . . . .......... [ 22,437 29.328
Employee beneliL PlanS . . . . . .. e e e 3,058 2,529
Franchises, goodwill and otherintangibles . . . .. ... . . . 2,763 2.149
Investments in unconsolidaled COMPANIeS. . .. . ... ittt e e e 1,745 1,551
OB B80S .« o . ottt e e e e e e e e 1,122 1,308
Ol ASSLS. . . . .. e e $37.019 $42,500
Liabllities and Shareholders’ Equity
Current Liabliities
Short-term obligations. including current maturities. . .. .. ... . o e $ 2,156 $ 2.042
Accounis payable and acCrued eXPeNSES. . . . . v .t i i e ee i e 3,858 4,010
TBXES PAYADIE. . . . e e e e 890 871
ACCrIed PeSlrUCIUNINE COSS . . . . . it it e e e e e 512 436
Dividends payable . . . . . . . . e e e 476 472
Other. . ........ T e e e e e 420 360
Totalcurrent Habililies . . . . . . .o e e e 8312 8,221
Long-lermdebtl. . . . ... e e 12,744 12,163
Employee benelit Plans . . . . ... . .. e e e e e 4,638 4,651
D erred IMCOME LAXES . . . . o v 0ttt i e e e e 1,203 3.522
Minority interests in equity of subsidiaries . ... ... .. . . i e 2,230 1.658
Oler Habllilies. . . . . . e e e e e 1,021 1,729
ol HabIlES . . . . . e e e e e 30,148 31,944
Preferred Stock, subject to mandatoryredemption ... .... ... ...... ... ... — 73
Shareholders’ Equity
Preferred SlOCK. . . . o e e e e e — 10
Common stock—shares issued 977,483,844and 965,084,925 .. .. .. ... ... ... ...... 49 48
4 Additional paid-in capital . . . ... . e 8,049 7.627
Retained earnings (defiCil) . . . . . . . .. e (334 3422
Guaranieed ESOP obHgalions . . . . . ... .. i e e (603) (624)
Treasury stock—2,423,284 sharesin 1995, 8LC0SL . . . . .. .. it {90) —
Total shareholders’ equily . .. . . . .. ... 6.871 10,483
Total liabilities and shareholders' equity. . . . ... . . .. e $37.019 $42.500

Sec Notes to Consohidated Financial Statements.
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bonsolidated Statements of Cash Flows
GTE Corporation and Subsidiaries

Years Ended December 31 !
{Millions of Dollars) 1995 1994 1983
Operations
Income before extraordinarycharges. . . . ........ . ... .. ... ... $ 2.538 $ 2441 $ 912
Adjustments to reconcile income before extraordinary charges
to net cash from operations:
Depreciationand amortization. . . .. ... ... ... .. .. ... ... 3.675 3.432 3,419
Deferred iNCOME LAXES . . . . o v v ittt ettt it e s 4184 248 (864) |
ReSUTUCIURINE COSS .« . . i vt e it it e - - 1,840
Changes in current assets and current liabilities, excluding the
effects of acquisitions and dispositions:
Receivables—nel . . . ... ... ... .. .. it (561) (554) (706)
OUer CUrTeNLasSelS . . . v i ittt e e 92) (4) 168
Accrued laxesandinterest. . . . ... ... i (25) (209) 465
Othercurrentliabilities . ... ... ... .. ... ... v, {(598) (262} 60
Olher—Del . . . oo e (388) {(352) 19
Netcashfromoperalions . . . ....... ... . oo inrinnrnonn. 5.033 4,740 5.373
Investing
Capital expendilures. . . . ... . e (4.034) 4,192 (3.893)
Acquisitions and investments. . . . . .. ... e e (798) (244) {(46)
Proceeds fromsalesofassels . .. ....... ... i 314 1.163 2.267
L 11T e 1T P 17 4 ~{66)
Netcashusedininvesting. . . .. ... ... ... .., {4,501} (3.269) (1,738}
Financing
Common SIoCKiSSUEd . . .. . . ... s 383 422 383
Purchaseof treasury SloCK . . . . ... .. .. e (133) -~ -
DIVIdends . ... ... e e (1.827) (1.806) (1.744)
Long-term debt and preferred securitiesissued. . . ... ... ... ... 1,098 2,345 2.325
Long-term debt and preferred securitiesretired .. .. .. ... ... ... .. ... (1,353) {1.178) {4.539)
increase (decrease) in shorl-term obligations. excluding curreni maturities. . . . . . 1,529 {1,278) 7
Other— el . .. e (22) 25 (99)
Netcashusedinfinancing .. .. ... . .o nii e (523) (1,470) (3.667)
Increase (decrease) in cash and lemporaryinvestments . .. .. ............ 9 1 {32)
Cash and temporary investments ;
Beginmingof YEar . . .. ... ... .. 323 322 354 |
EndofYear. . . . ..ot e $ 332 $ 323 $ 322 |
Cash paid during the year for »
IETESL . . . e $ 1133 $ 1.084 $1373
DCOME aXeS. . . . .. e 983 1,598 880

See Notes 1o Consolidated Financial Statements.
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Consolidated Statements of Shareholders’ Equity
GTE Corporation and Subsidiaries

: Additional Retained Guaranteed
Preferred  Common Paid-in Earnings ESOP  Treasury
{Millions of Doliars} Stock Stock Capital (Deficit)y  Obligations Stock Total
Sharoholders’ Equity,

December 31,1992 . . ... ... .. § 112 $47 $ 7134 3% 3621 $ 657) $ (181) $ 10076
Netincome . . .................. 882 882
Dividendsdeclared .. ............. (1,748) {1.748)
Common stock issued under employee and

shareholder plans (6,614,705 shares). . . 1 201 202
Treasury stock issued (5,616,851 shares) . . 181 181
Other. . ...... ... ... .. ....... m (26) 14 13 —
Shareholders’ Equity,

December 31,1993 . . . .. ... . .. m 48 7,308 2,769 (644) — 9,593
Netincome . . .................. 2441 2441
Dividendsdeclared ............... (1.800) (1,800}
Common stock issued under employee and

shareholder plans (13,323,033 shares). . 385 395
Retirement of preferred stock (4,000.000 -

shares) . . ..o oo i {100) (100)
Other. . .. ... ... .. 4} (7n 12 20 (46)
Shareholders’ Equity,

Decomber 31,1994 . . . . ... . ... 10 48 7.627 3.422 (624) — 10.483
Netloss . ........ St e, {2.144) (2.144)
Dividendsdeclared ............... (1.824) {1,824)
Common stock issued under employee and

shareholder plans (12,398,919 shares) . . 1 369 310
Purchase of treasury stock {3.589,200

Shares). . ..o oot (133) (133)
Treasury stock issued (1,165,916 shares) . . 43 43
Retirement of preferred stock {265,895 ’

shares). . ... ... ... ... .. 10) {10
Other. . ........ ... ... ... ... 53 12 21 86
Sharcholders’ Equity, ‘

Decomber 31,1998 . . . . ... ... $ - $49 $8,049 $ (534) $(603) $ (90) § 6,871

See Notes to Consolidated Financial Statements.
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Notes to Consolidated Financial Statements
GTE Corporation and Subsidiaries

1. Summary of Significant
Accounting Policies

Description of Business

GTE Corporation and subsidiaries {GTE) is the largest
U.8.-based local telephone company. GTE's domestic and
international operations serve 24.1 million access lines in the

United States. Canada, the Dominican Republic and Venezuela.

Domestically, GTE is a leading mabile-cellular operator with
the potential of serving 67 million cellular and personal com-
munications service customers. Cutside the United States,
GTE operates mobile-celiular networks serving some 15 mil-
lion POPs through affiliates in Canada, the Dominican
Republic, Venezuela and Argentina, GTE is aiso a leader in
government and defense communications systems and equip-
ment, aircraft-passenger telecommunications, directories and
telecommunications-based information services and systems.

Basls of Presentation

GTE prepares its consolidated financial statements in
accordance with generally accepled accounting principles,
which require that managemeni make estimates and assump-
tions that affect the reported amounts. Actual results could
differ from those estimates.

The consolidated financial statements of GTE include the
accounts of ali majority-owned subsidiaries. All significant
intercompany amounts have been eliminated. Investments in
2096-509% owned companies are accounted for on the equity
basis. Investments of less than 20% are generally accounted
for on the cost basis.

GTE's telephone subsidiaries discontinued applying the
provisions of Statement of Financial Accounting Standards
No. 71, “Accounting for the Effects of Certain Types of Regula-
tion™ (FAS 71, in the fourth quarter of 1995 (see Note 2).
The 1995 financial statement presentation reflects account
classifications consistent with unregulated enterprises
operating in a compelitive environment. Specifically, inter-
company sales and related costs of materials and equipment
to regulated telephone operations have been eliminated.

In addition. uncollectible revenue accounts have been
reclassified from revenues and sales to selling. general and
administrative expenses. Reclassifications of prior-year
data have been made, where appropriaie, W conform (o the
1995 presentation.
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Revenue Recognition

Revenues are generally recognized when services are
rendered or products are delivered to customers. Long-
term contracts are accounted for using the percentage of
completion method, with revenues recognized in the pro-
portion that costs incurred bear to the estimated total costs
at completion. Expected losses on such contracts, il any.
are charged to income currently.

Depreciation and Amortization
GTE's telephone subsidiaries have historically provided for
depreciation on a straight-line basis over asset lives approved
by regulators. Beginning in 1996, GTE's telephone subsidiaries
will provide for depreciation on a straight-line basis over the
estimated economic lives of their assets (see Note 2). All other
subsidiaries provide for depreciation over Lhe estimaled eco-
nomic lives of assets using the straight-line method.

Franchises, goodwill and other intangibles are amortized
on a straight-line basis over the periods Lo be benefited, or
40 years, whichever is less. Amortization expense for consoli-
dated subsidiaries was $87 million, $71 million and $83 mil-
lion in 1995-93, respectively. Accumulated amortization was
$404 million and $319 million at December 31, 1995 and
1994, respectively.

Goodwill resulting from invesiments in unconsclidated
subsidiaries is also amortized on a straight-line basis over the
periods to be benefited, or 40 years, whichever is less.

Forelgn Currency Transiation

Assets and liabilities of subsidiaries operating in foreign
countries, except those operating in highly inflationary econ-
omies, are translated into U.S. dollars using the exchange
rates in effect at the balance sheet date. Results of operations
are translated using the average exchange rates prevailing
throughout the period. The effects of exchange rate fluctua-
tions on translating foreign currency assets and labilities into
U.S. dollars are included in shareholders’ equity. Translation
gains and losses of affiliates operating in highly inflationary
economies are included in net income as they occur.

Employee Benefit Plans

Pension and postretirement health care and life insurance
benefits earned during the year as well as interest on accumu-
lated benefit obligations are accrued currently. Prior service
costs and credits resuiting from changes in plan benefits are
amortized over the average remaining service period of the
employees expecied to receive benefits. Material curtailment/
settlemnent gains and losses associated with employee separa-
tions are recognized in the period in which they occur.
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Income Taxes .

Deferred tax assets and liabilities are established for tempo-
rary differences between financial and tax reporting bases
and are subsequently adjusted to reflect changes in tax rates
expected 10 be in effect when the temporary differences
reverse. A valuation allowance is established for any deferred
tax asset for which realization is not likely.

Deferred income taxes are not provided on undistributed
earnings of foreign subsidiaries, aggregating approximately
$381 million at December 31, 1995, as such earnings are
expected Lo be permanently reinvested in those companies.

Computer Software

The cost of computer software for internal use, except initial
operating system software, is charged to expense as incurred.
Initial operating system software is capitalized and amortized
over the life of the related hardware.

Eamings Per Share

Earnings per common share is computed by dividing net
income (loss) applicable to common stock by the weighted
average number of common shares outstanding during the
period. Gommon share equivalents have been excluded from
this computation since they do not have a dilutive effect of
39 or more.

Cash and Temporary Investments

Cash and temporary invesiments include investments in
shori-term, highly liquid securities, which have maturities
when purchased of three months or less.

Inventories and Supplies

Inventories and supplies are stated at the lower of cost,
determined principally by the average cost method, or net
realizable value.

Recently Issued Accounting Pronouncements
The Financial Accounting Standards Board (FASB) issued
Statement of Financial Accounting Standards No. 121,
“Accounting for the Impairment of Long-Lived Assets and for
Long-Lived Assets to Be Disposed Of” (FAS 121) in March
1995, which is effective January 1, 1996. FAS 121 requires
thal an impairment loss be recognized when circumstances
indicate that the carrying amount of an asset may not be

recoverable. Historically, GTE has used a methodology similar

0 FAS 121 in determining the amount of an impairment.

Accordingly. the issuance of FAS 121 will not have a significant

impact on GTE's consolidated financial statements.
in October 1995, the FASB issued Statement of Financial
Accounting Standards No. 123, “"Accounting for Stock-Based

Compensation™ (FAS 123). As permitted by FAS 123, GTE will
continue to apply the recognition and measurement provisions
of Accounting Principles Board Opinion No. 25, “Accounting
for Stock Issued to Employees™ and adopt the disclosure
requirements of FAS 123 beginning in 1996, Accordingly, the
issuance of FAS 123 will not impact GTE's consolidated finan-
cial statements.

2. Extraordinary Charges

In response to recently enacted and pending legislation and
the increasingly competitive environment in which GTE's
telephone subsidiaries expect o operate, GTE discontinued
the use of FAS 71 in the fourth quarter of 1395. During

19895, 10 states in which GTE's telephone subsidiaries oper-
ate, including California, Florida and Texas, passed or initiated
legislation allowing local competition. Furthermore, there has
been a shift in the manner in which GTE's telephone subsidi-
aries are regulated: at the beginning of 1996, approximately
709 of GTE's domestic telephone service revenues were
subject 1o alternative forms of regulation.

In general, FAS 71 required GTE's telephone subsidiaries
to depreciate their telephone plant and equipment over lives
approved by regulators that. in many cases, extended beyond
the assets’ economic lives. FAS 71 also required the deferral
of certain costs based upon approvals received from regu-
lators 1o recover such costs in the future. As a resull of these
requirements, the recorded net book value of GTE's assels,
primarily telephone plant and equipment, were in many cases
higher than that which would otherwise have been recorded
based on their economic lives.

As a result of the decision to discontinue FAS 71, GTE
recorded a noncash, after-tax extraordinary charge of $4.6 bil-

Jion (net of tax benefits of $2.8 billion), or $4.79 per share. in

the fourth.quarter of 1995. The charge primarily represents a
reduction in the net book value of telephone plant and equip-
ment of GTE;’,s domestic telephone subsidiaries through an
increase in accumulated depreciation. The amount of the
charge was based on an analysis of the discounted cash flows
expected to be generated by the embedded telephone plant
and equipment over their remaining economic lives. In addi-
tion to the one-time charge, GTE, beginning in 1996, will
shorten the depreciable lives of its telephone plant and equip-
ment as follows as a result of the discontinuation of FAS 71:

Depreciable Lives

Asset Category Before Afer
COPPEr . . 20-30 15
Switching ............................ 17-19 10
GircuiL. ... 11-13 8
Fiber. ... ... 25-30 20
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As a result of these transactions,"GTE recorded pre-lax gains
in 1994 and 1993 of $264 million and $168 million, respec-
tively. In addition, during 1995, GTE sold approximately
10.000 access lines for 330 million in cash. resulting in a pre-
tax gain of $16 million. These gains are included in "Other—
net” in the accompanying consolidated statements of income,

In January 1993, GTE sold its previously discontinued
worldwide Electrical Products Group. The aggregate sales

price, which included the assumption of debt, totaled approx-
imately $1.2 billion.

8. Shareholders’ Equity

Preferred Stock

During 1885, GTE retired prior to stated maturity, its non-
redeemable preferred stock of approximately $10 million (see
Note 2). Preferred stock had voting rights generally on an
equal basis with common stock. Dividends were cumulative on
all preferred stock.

Common Stock

The authorized common stock of GTE at December 31, 1995
consisted of two billion shares with a par value of $.05 per
share. In August 1995, GTE's Board of Directors authorized
repurchasing up 1 20 million shares of GTE common stock in
the open market or in privately negotiated transactions. The
repurchase of shares wiil oreur from time to lime through
year-end 1996, depending on market conditions. The shares
will be used to satisfy the requirements of GTE's employee
benefit and dividend reinvestment programs.

Additional Paid-in Capital

Additional paid-in capital includes the cumulative foreign cur-
rency translation adjustment of ($192) million, (3207) million
and ($168) million at December 31, 1995-93, respectively,
and the cumulative unrealized gains (losses) on investments
in debt and equity securities of $20 million. {$22) million

and $16 million at December 31, 1995-93, respectively.

7. Stock Option and Shareholder Rights Plans

Stock Option Plans

GTE maintains stock option plans for key management
employees. The options may be granted separately or in con-
junction with stock appreciation rights. The options atlow

the purchase of GTE common stock at the market price on the
date of grant and have a term of 10 vears. The options vest
over periods not exceeding four years.
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The number of shares that are available [or granting
in each year is limited to four temihs of one percent of GTE's
outstanding common stock as of December 31 of the preceding
year. Any unused amount is carried forward and made avail-
able for granting in the subsequent year.

The following table summarizes stock option activity during
each of the last three years:

{Number of Options in Thousands) Stock Options ~ Average Price
Balance. December 31,1892, ... ..... 7.728 $ 2788
Optionsgranted . .. ............. 1.989 35.24
Optionsexercised. . ............. (1.193) 23.99
Options cancelled or forfeited . . . . .. (50) 23.21
Balance, December 31, 1893. .. ... L 8472 30.19
Optionsgranted ................ 4118 32.53
Optionsexercised. . ............. (173) 25.09
Options cancelled or forfeited . . . . .. {153) 33.12
Balance, December 31,1894, . ..... .. 12.264 31.01
Optionsgranted ................ 5.728 33.54
Optionsexercised. . ............. (2.375) 29.17
Options cancelled or forfeited . ... .. (183) 33.16
Balance, Decomber 31,1995 ... 15.434 $32.21

At December 31, 1995, 6.9 million options were exercisable.

Sharehoider Rights Plan

GTE maintains a shareholder rights plan. Under the original
provisions of this plan, a right to purchase one one-thousandth
of a share of series A participating no par preferred stock for
$200 (a "Right") was granted for each outstanding share of
GTE common stock. As a resuit of a two-for-one stock split
effected after the adoption of the plan, each share of GTE
commmon stock is currently entitied to one-half of a Right. The
Rights become exercisable only if a person or group, without
GTE's prior consent, (i) acquires or commences a lender or
exchange offer for 209 or more of GTE common stock, or

(i} acquires 109 or more of GTE common stock and execuies
an agreement with GTE 10 effect a merger or other business
combination. The Rights have certain anti-takeover effects.
The Rights are designed w cause substantial dilution to a
person or group that attempts 1o acquire GTE on terms not
appraoved by GTE's Board of Directors. The Rights may be
redeemed by GTE at a price of $.01 per right. at any time prior
1o becoming exercisable. Rights that are not redeemed or
exercised will expire on December 7, 1999.



8. Minority Interests

Minority interests in equity of subsidiaries includes the
following:

{Millions of Dollars} 1995 1994
Minority interests in consolidated subsidiaries:
BC TEL (50.79 GTE ownership) ........... $ 721 $ 659
Quebec Telephone {50.3% GTE ownership) . . . 81 79
Cellular partnershipsandother. .. ... ... 117 114
Preferred securilies issued by subsidiaries . .. .. 1.311 806
Total minority interests in equity
of subsidiaries. . .............. .. ..., $2.230 $1.658

Preferred securities issued by subsidiaries at December 31,
1995 and 1994 include $1.0 billion and $489 million, respec-
tively, of Monthly Income Preferred Securities which are
subject to mandatory redemption. These securities issued by
GTE Delaware, a limited partnership holding solely GTE
debentures, have cumulative annual dividend rates of 8.75%
and 9.25% and maturities of 30 years.

9. Debt
Long-term debt as of December 31 was as follows:
{Mitlions of Dollars) 1995 1994
GTE Corporation:
Debentures, maturing 1998 through 2023,
averagerale 9.0% .................. $ 3,350 $ 335
Guaranteed ESOP obligations. matring
1997-2005, average rate 9.7% .. ... .. .. 624 649
Sinking fund debenture, maturing in 2017, at
araleof108%. .................... 200 200
Telephone Subsidiaries: 4.174 4199
First morigage bonds, sinking fund
debentures and notes, maturing through
2031, average rates 76%and 7.79% .. ... 6,741 7.343
Qther Subsidiaries:
Sinking fund debentures and notes,
maturing through 2010, average
raes7.7%and76% ................ 1,078 1,301
Commercial paper expected to be refinanced on
alongtermbasis . .................... 1,306 —
Total principalamount ............... 13,299 12,843
Less: discount and premium—net......... (62) (77
Jdoal oo 13.237 12.766
Less: current maturities. ... ............ {493} (603)
Total long-termdebt . .......... ... ... $12,744 $12.163

FINANCIAL N OTES

Estimated payments of long-term debt during the nest
five years are: $493 million in 1996; $744 million in 1997
$1.272 million in 1898; $1.037 miltion in 1999. and 5889 mil-
lion in 2000.

GTE's telephone subsidiaries finance part of their construc-
tion programs through the use of short-term loans, including
commercial paper, which are refinanced at later dates by
issues of long-term debt or equity.

Total short-term obligations were as follows:

(Millions of Doliars) 1993 1994
Commercial paper—average rates
59%and6.0%.......... B $1.650 $1.411
Noles payable w banks—average rates
9.7%and83%. ........... ...l 13 28
Gurrent maturities of long-termdebl........ .. 493 603
Total ..o $2.156 $2.042

GTE and its subsidiaries had available lines of credit
aggregating $4.5 billion at December 31. 1995.

10. Financial Instruments

GTE enters inlo a variety of financial instruments to hedge
ils exposure to fluctuations in interest and foreign exchange
rates, and in compensation expense related 1o GTE's common
stock price appreciation. Amounts to be paid or received
under interest raie swaps are accrued as interest expense.
Gains or losses on foreign currency contracts are recognized
based on changes in exchange rates, as are offsetting foreign
exchange gains or losses on the foreign currency obligations
being hedged. Gains or losses on purchased options indexed o
GTE's common stock, which hedge GTE's exposure 1o com-
pensation expense related to outstanding stock appreciation
rights (SARS), are recognized based on fluctuations in the
market price of GTE's common stock. Gains or losses recog-
nized on purchased options offset SAR expense or income

in GTE's consolidated statements of income.

At December 31, 1995, GTE had entered into interest rate
swap agreements to convert $516 million of floating rate long-
term and short-term debt 1o fixed rates. There were no mate-
rial foreign exchange contracts oulstanding at December 31,
1995. Purchased options having a contract value of $236 mil-
lion were outstanding at December 31, 1995.



During 1995, GTE entered into forward contracts to sell
U.S. Treasury bonds in order to hedge against changes in mar-
ket interest rates during the period between the redemption
and the refinancing of $850 million of the debt that GTE called
and anticipates refinancing during the first. half of 1996.

Any gain or loss recognized upon the expiration or settlement
of the forward contract will be amortized over the life of

the associated refinanced debt as an offset or addition o
interest expense.

The risk associated with these off-balance sheet financial
instruments arises from the possible inability of counter-
parties 10 meet the contract terms and from movements in
interest and exchange rates. GTE carefully evaluates and con-
tinually monitors the creditworthiness of its counterparties
and believes the risk of non-performance is remote.

The fair values of financial instruments, other than long-
term debt, closely approximate their carrying value. As of
December 31, 1995 the estimated fair value of long-lerm debt
based on either reference o quoted market prices or an
option pricing model, exceeded the carrying value by approx-
imately $900 million. The estimated fair value of long-term
debt as of December 31, 1994 was lower than the carrying
value by approximately $300 million.

11. Property, Plant and Equipment

GTE’s property. plant and equipment is summarized as follows
at December 31

{Millions of Dollars) 1995 1994
Land........ oo $ 372 $ 38
Buildings. . ........................ ... 4,195 397
Plantandequipment. . .................. 41,113 38.824
Work in progressandother . ... ........... 3,265 5,365
Total. .o 50,947 48,545
Accumulated depreciation. . .............. (28.510) (19.217)

Total property, plant and equipment—net .. § 22,437  $ 29,328

Depreciation provisions in 1995-93 for GTE's telephone
subsidiaries were equivalent to a composite average per-
centage of 7.2%, 7.0% and 6.9%, respectively.
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12. Employee Benefit Plans

Retirement Plans
GTE sponsors noncontributory defined benefit plans covering
substantially all employees. The benefits to be paid under
these plans are generally based on years of credited service
and average final earnings. GTE's funding policy. subject 1o the
minimum funding requirements of employee benefit and tax
laws, is to contribute such amounts as are determined on an
actuarial basis to provide the plans with assets sufficient to
meet the benefit obligations of the plans. The assets of the
plans consist primarily of corporate equities, government
securities and corporate debt securities.

The components of the nel pension credit for 1995-93 were
as follows:

(Miltions of Dollars) 1993 1994 1993
Benefits earned duringthe vear. .. $ 213 $269 $§ 295
Interest cost on projecied
benefit obligations . .......... 568 542 584
Return on plan assets:
Actal.................... (2.420) {29) {2.073)
Deferred .................. 1.413 971) 1.110
Other—net.................. (177) (168) {174}
Total—net................. $ (403) $(357) § (258

The expected long-term rate of return on plan assets was
8.5% for 1995 and 1994, and 8.25% for 1993.

The funded status of the plans and the net prepaid pension
cost at December 31, 1995 and 1994, were as follows:

(Millions of Dollars} 1995 1994
Vested bepefitobligations .. ............... $ 5361 § 4545
Accumulated benefit obligations ... ...... ... $ 5996 §50%
Planassetsatfairvalue .................. $13.695 $11.95%0
Less: Projected benefit obligations .. .. .. .. .. 7,732 6,724
Excess of assets over projected obligations . . . . 5,963 5.226
Unrecognized net transition asset . . ......... (533) (644)
Unrecognizednetgain. . .................. (2,602) (2,270
Total—net ... ... $ 2828 § 2312

Included in the above table are prepaid pension costs of
$3.1 billion and $2.5 billion and accrued pension liabilities of
$230 million and $217 million for 1993 and 1994, respectively.



Assumptions used to develop the projected benefit obliga-
tions at December 31, 1995 and 1994 were as {ollows:

1993 1994
Discountrate. ............................. 7.50% 8.23%
Rate of compensalion increase. . ............... 5.25% 5.50%

Postretirement Benefits Other Than Pensions
Substantially all of GTE's employees are covered under
postretirement health care and life insurance benefil plans.
In addition, many retirees outside the U.S. are covered by
government-sponsored and administered programs. The
health care benefits paid under the GTE plans are generally
based on comprehensive hospital, medical and surgical
benefit provisions. GTE funds amounts for postretirement
benefits as deemed appropriate from time to time.

The postretirement benefit cost for 1995-93 included the
following components:

{Miltions of Dollars) 1993 1994 1993
Benefits earned during the year .. . .. $ 46 $ 57 $ 9%
Interest on accumulated post-

retirement benefit obligations . . . . . 258 259 290
Acwal relernonplanassets. ....... (41) 6 {6
Amortization of prior service

bepefits ..................... (50) {54} (4)
Other—net..................... 17 (14) 2

Total—net ................... $230 $254 $378

The following table sets forth the pians’ funded status and
the accrued postretirement benefit obligations as of December
31,1995 and 1994:

{Millions of Dallars) 1995 1994
Accumulated postretirement benefit obligations
atribitable to:
Retirees ........................... $2.815 $2.731
Fully eligibie active plan participants. . . . .. 254 234
Other aclive plan participants. .......... 969 912
Total accumulated postretirement benefit
obligalions ... ......... ... 4,038 3.877
Less: Fairvalue of planassets. . ............. 353 244
Excess of accumulated obligations over
planassets............... e 3.685 3633
Unrecognized prior service benefits. .. ........ 563 656
]Jnmcognized netloss. ..., (114 (99}
Towl. ... $4.134 $4.190

The assumed discount rates used 1o measure the accumu-
lated postretirement benefit obligations were 7.5% at
December 31. 1995 and 8.25% at December 31, 1994. The
assumed health care cost trend rates in 1995 and 1994 were
11% and 12% for pre-65 participants and 8.5% and 9% for
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post-65 retirees. each rate declining on a graduated basis 1o
an ultimate rate in the year 2004 of 6%. A one percentage
point increase in the assumed health care cost trend rates lor
each future year would have increased 1995 costs by $34 mil-
lion and the accumulated postretirement benefit obligation

as of December 31, 1995 by $381 million.

During 1993, GTE made certain changes i its postretire-
ment heaith care and life insurance benefits for nonunion
employees retiring on or after January 1. 1995. These changes
include, among others. newly established limits 1o GTE's
annual contribution to postretirement medical costs and
a revised cost sharing schedule based on a retiree’s years of
service. The resulting unrecognized prior service benefits
are being amortized over the remaining service lives of
the employees.

Savings and Stock Ownership Plans

GTE sponsors employee savings plans under section 401(k)

of the Internal Revenue Code. The plans cover substantially
all full-time employees. Under the plans, GTE provides match-
ing contributions in GTE common stock based on qualified
employee contributions. Matching contributions charged w
income were $85 million, $76 million and $66 million in

the years 1995-93, respectively.

GTE maintains an Employee Stock Ownership Plan
{ESOP). In 1989, the ESOP borrowed $700 million to
acquire, al market value, 24.6 million shares of GTE com-
mon stock. which will be used (o provide a portion of GTE's
contributions to certain employee savings plans through the
year 2004. The unpaid balance of the loan, which has been
guaranteed by GTE, is included in the accompanying con-
solidated balance sheels as long-term debt with a similar
reduction in shareholders’ equity. The debt service payments,
including interest. made by the ESOP for the years 1995-83
totaled $88 million, $84 million and $81 million. respectively.
These payments were funded by $45 million. $46 million and
$46 million of dividends accumulated on the GTE stock held by
the ESOP and by $43 million, $38 million and $35 million of
cash contributions by GTE in 1995-33, respectively.

13. Interest—Net

The components of interest—neL are as follows:

{Millions of Dollars) 1993 1994 1993

Interestexpense............... $1.151 $1.139 $1.298

Interest capitalized . ............ 4 (28) 40

Interestincome. ... ........ ..., 3% 132 6
Total . ................. $1.047 $1.039 $1.197




14. Other—Net

The components of other—net are as lollows:

{Midhun~ of Dollars) 1993 1994 1993
Minoniy terests .. .......... ... $ 227 $ 140 $112

Preferred dividends. ... .......... 22 28 40
Equits in {income) loss of
unconsolidated companies:

CANTV ...l {36} {9 (83}
CMlo 33 18 -
Cellular partnerships and other (104) {83) 81N
Gains on sales of nonstrategic
lelephone properties. .. ........ (16) (264) (168)
Gains on sales of nonstralegic
cellular properties and other . ., .. (121 (110 (149)
Total ..o $ 5 $(280) $(329)
15. Income Taxes
Income before income taxes is as follows:
{Millions of Datlars) 1995 1994 1993
Domestic .................... $3,550 $3,465 $ 984
Foreign. ..................... 454 508 556
Total. ..o $4,004 $3.973 $1.540

The income tax provision (benefit) is as follows:

Millions of Dollars) 1995 1994 1993
Current: -
Federal. ................ .. $ 711 $ 927 $1.088
Foreign.................... 173 192 183
Stateandlocal .............. 98 165 161
982 1,284 1.432
Deferred:
Federal. . ................ .. 439 269 (682)
Foreign. ................... 14 n 2
Stateandlocal .............. 90 56 {100}
543 324 (780)
Amortization of deferred
investmenti tax credits—nef ... . (39) (76) (84)
Total.......... . ... ... ..., $1.466 $1.532 $ 568

The amortization of deferred investment tax credits—net,
relates to the amortization of investment 1ax credits pre-
viously deferred by GTE's telephone subsidiaries.

A reconciliation belween taxes computed by applying
the stawutory federal income tax rate o pre-tax income and
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income taxes provided in the consolidaled statements of
income is as foliows:

(\ilhons of Dolars) 1993 1994 1993
Amounts compuled at statuton

fALS. ... $1.401 $1.391 $539
State and local income Laxes. net

of federal ax benefits . .. ... ... 122 144 40
Minority inlerests and

preferred stock dividends . . .. .. . 43 42 46
Amortization of investment tax

credits—nel............. L (39) (76} 84)
Other differences—net.......... 41) 31 27

Total provision .............. $1,466 $1.532 $568

The tax effects of temporary differences that give rise 0
the current deferred income tax benefits and deferred income
tax liabilities at December 31. 1995 and 1994 are as follows:

{Millions of Dollars) 1995 1994
Depreciation and amortization. . ............ $1.605 $4165
Employee benefit obligations ~ .. ........... (1.899) (1.853)
Restructuringcosts . .. .. .............. ... (197) {368)
Employee benefitplans .. .. ... ........ .. 971 783
Investment Lax credits. .. ... P, 138 226
Other—nel..................ovvvi.n. 255 248
Tl $ 873 $3201

16. Commitments and Contingencies

GTE has noncancelable operating leases covering certain
buildings, office space and equipment. Rental expense was
$384 miltion, $419 million. and $459 million in 1995-93,
respectively. Minimum rental commitments under non-
cancelable leases through 2000 do not exceed $225 million
annually and aggregate $829 million thereafter.

GTE and its unconsolidated subsidiaries are subject to a
number of proceedings arising out of the conduct of its busi-
ness, including those relating to regulatory actions, commercial
transactions, government contracts and environmental, safety
and health matters. Management believes that the ultimate reso-
lution of these matters will not have a material adverse effect
on the results of operations or the {inancial position of GTE.

Recent judicial and regulatory developments, as well as
the pace of technological change. have continued 1o influence
industry trends. including accelerating and expanding the
level of competition. As a result. GTE's wireline and wireless
operations face increasing compelition in viriually all aspects
of their business. GTE supports greater competition in tele-
communications provided thal. overall. the actions to eliminate
existing legal and regulatory barriers allow an opportunity for
all service providers to participate equally in a competitive
marketplace under comparable conditions.



QU ARTERLY FINANCIAL D ATA
GTE Corporation and Subsidiaries
L nanndiledy

{Millions of Dollars. 1st QTR 2nd QTR® 3rd QTR® 4th QTR
Except Per-Share Amounis) 1995 1994 1995 1994 1995 1994 1995 1994
Revenuesandsales. . ... ........ $4,665 34658 $4,932 $4840 $4,996 $4879 8 5,364 $5.151
Operatingincome. .. .. ......... 1,164 1067 1,235 1175 1,333 1228 1,324 1282
Income before extraordinary

CRATES . . . .. o $ 543 $ 500 ¢ 581 $ 593 $ 695 $ 657 $ 719 § 691
Extraordinary charges. . . .. .. .. .. - —_ -— — - - (4,682) o

Netincome (loss) . .. ......... $ 543 $ 500 $ 581 $ 593 $ 695 $ 657 $(3,963) $ 691
Earnings (loss) per common share:
Before extraordinarycharges. .. ... $ 56 § 52 8% 60 § 82 $ .72 % 63 $ .74 § 12
Extraordinary charges. . . . .. ... .. -— —_— — - —_ — (4.83) -

Netincome(loss) .. .......... $§ 56 $ 52 ¢ 60 3 62 $ .72 % 69 % 409 s 72
Dividends declared per

commonshare . .. ........... $ 47 § 47 $ 47 3 47 & 47 § 471 & 47 § 47
Stock market price:

High. . .................... $34.88 $3525 $34.88 $33.63 $39.50 $3325 § 45.13 $31.38
bow. .. ... ... . ...... ... 30.00 30.00 31.88 2950 34.13 29.88 38.50 2050
Close ... 33.25 31.00 34.13 31.00 39.13 3038 43.88 30.38

(8) Second-guarier 1994 nel income includes after-1ax gains on sales of nonstrategic domestic local-exchange telephone properties of $71 million. or
$.07 per share (see Note 3 to Consolidated Financial Statements).
(b} Third-quarter 1995 and 1994 net income includes after-lax gains on sales of nonstrategic domestic local-exchange telephone properties of $11 million.
or $.01 per share, and $48 million, or $.05 per share, respectively (see Note 5 w Consolidated Financial Stalements).
(¢} Fourth-quarter 1995 results include after-tax. extraordinary charges of $4.7 bitlion, or $4.83 per share, primarily as a result of the discontinuance
of regulatory accounting under Statement of Financial Accounting Standards No. 71 {see Note 2 1o Consolidated Financial Statements). Fourth-quarter
1994 resuils include after-tas gains on sales ol nonstrategic domestic local-exchange telephone propecties of $43 million, or $.05 per share

{see Nole 3 1o Consolidated Financial Slatements).
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: CORPORATE INFORMATION

Corporate Headquarters
GTE Corporation

One Stamford Forum

Stamford. CT 06904
203-965-2000

Sharehoider Services
The First National Bank of Boston, Trans-
fer Agent and Registrar for GTE's common
stock, should be contacted with any ques-
tions relating to shareholder accounts.
This includes the following:

» Account Information

¢ Dividends

» Market Prices

» Transfer Instructions

» Statements and Reports

» Change of Address

Shareholders may call oli-free at
1-800-225-5160 anytime, seven days a
week. Customer Service Represeniatives
are available Monday through Friday
between the hours of 8 a.m. and 5 p.m.
Eastern Time. Qutside the United States
call 1-617-575-2990.

Or write to:
Bank of Boston
¢/o0 Boston EquiServe, L.P
PO. Box 9121
Mail Stop 45-02-60
Boston, MA 02205-9121

For overnight delivery services, use the
following address:

Bank of Boston

¢/0 Boston EquiServe, L.P

Blue Hilis Office Park

150 Royall Street

Canton, MA 02021

The Bank of Boston address where
shareholders, banks and brokers may
deliver certificates is One Exchange
Place, 55 Broadway in New York City.

©2 This report is printed on paper that contains

recycled fibers (10% post-consumer waste).

Sharehoider Systematic
investment Plan

Under this plan. GTE shareholders may
reinvest their dividends or make optional
payments toward the purchase of addi-
tional shares of common stock.
Shareholders wishing information about
this plan should contact the Bank of
Boston at 1-800-225-5160.

Dividend Direct Deposit Service
GTE offers its registered shareholders
the option of having dividends deposiled
directly into their checking or savings
accounts at any financial institution
participating in the Automated Clearing
House (ACH) system. This service is
provided at no charge. To sign up for

this service, shareholders should contact
the Bank of Boston at 1-800-225-5160.

Annual Meeting

The 1996 Annual Meeting of Shareholders
will be held at 2 p.m. on Wednesday.
April 17, at The lialian Center,

1620 Newfield Avenue, Stamford,
Connecticut.

investor Relations
Security analysts, institutional invesiors
and other members of the financial com-
munity requesting information about GTE
should contact:

Investor Relations Department

GTE Corporation

One Stamford Forum

Stamford, CT 06904

203-965-2789

int) Telex: 4750071

Fax: 203-965-2520
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Stock Exchange Listings

GTE Corporation is listed on the New York
Stock Exchange (symbol: GTE). GTE is
also listed on the Chicago, Pacific and
other regional stock exchanges in the U.S,
and on stock exchanges in Amsterdam,
Basel, Geneva. Lausanne, London, Paris,
Zurich and Tokyo.

Auditors

Arthur Andersen LLP
400 Atlantic Street
Stamford, CT 06912

Requests for Annual Reports
To obtain an additional copy of this
annual report or a copy of the annual
Form 10-K filed with the Securities
and Exchange Commission, call
1-800-225-5160.

An audiocassette version of the 1995
annual report is available 1o visually
impaired shareholders by conlacting:

Manager.,

Public Relations Services

GTE Corporation

One Stamford Forum

Stamford, CT 06904

203-965-3188

Other Securities
Questions regarding the bonds. deben-
tures and preferred securities of GTE or
its subsidiaries should be direcied to:
Treasury Department
GTE Corporation
One Stamford Forum
Stamford, CT 06904
203-965-3425

Information Via the Internet
Internet World Wide Web users can access
information on GTE through the foliowing
universal resource:

hip:/Aww.gte com

I:\
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GTE
POSITION

status

COMMITMENTS,
MILESTONES, OPERATIONAL
TIMELINES

AT&T GTE

ACTION ITEMS

GTE will provide some form of inferim
electonic means o kansler order
Information from ATAT f0 GTE and vice-

3
versa

AR
e

GTE wilt provide ATAT with the capability
0 assign lelephone numbers “on line”,
providing ATAT with electronic access o
the number assignment sysiem, for “real
ime” on-ine number assignment

GTE will provide ATAT the capabilly io

'§ request and receive “Vanily” numbers on 8
7] reat tme basis

“
o
¥
AT,
VBN

GTE will provide ATAT with 2 real ime
response lor Flrm Order Confirmation
{FOC)

GTE will provide ATAT with a real Bme
response for information enabling the
scheduling of servics avallability dates

ey g S
e«‘m =

Y,

| AN

0k
o
s

e,
P

GTE wil provide ATAT with o real time
response for Information relative to the
need for 2 service dispaich for instalaion

GTE will provide ATAT with a real time
response for Faature, Service and capacily
availability within any given area by L.SC.

-
.m'fo
b TN

v - A
- .
Jpae Y

GYE will provide ATAT with a real ime

responsa for Servios completion with
refated information on ime and malerials

"] chages (if any)

o R

7] GYE will provide ATAT with a real time

responss for ) service emors, b) jeopandy’s

4/15/96
|
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AT&T REQUIREMENTS

and c) missed sppointments

GTE
POSITION

status

COMMITMENTS,
MILESTONES, OPERATIONAL
TIMELINES

AT&T

ACTIONITEMS

GTE

10
g

GTE will provide ATAT with a real ime
response lor Any charges associaled with
required construction for & given service

GTE will provide a real ime response on
change order flexibility

12

GTE will provide ATAT with & real ime
response for Order Status af criticel
inlervals (o be negotisted

13

GTE will provide the ability to schedule
instakations with the Customer on ine and
access GTE’s schedule availability lo
detarming ime of appointment

!J“:

See Number Assignment Section flems 1
ad2

| GTE will allow exising GTE Cusiomers o

retain her phone number in the event they
change camiers with no loss of feature
functionaiity

» | GTE will provide e abilily o determing

whal leatures and funclions a given
Customer currenlly has (this assumes
ATAT has the cusiomers consent lo have
features disclosed)

17

GTE wil provide ATAT a complele list of
services, features and functions available
for resale, and provide the availabilty of
these services, features and funclions by
LSO

GTE will provide ATAT a complele st of
services, features and fnctions avaitable
for resale o the individuat street address
correlation guide

4/15/96
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AT&T REQUIREMENTS

GTE will provide a complete definiion of all
services, leatures, and funclions available
and any ancillary dala required by GTE
from the Customer 10 provision these
senvices.

GTE
POSITION

status

COMMITMENTS,
MILESTONES, OPERATIONAL
TIMELINES

ACTION ITEMS

AT&T GTE

20

GTE will provide the necessary information
for the provisioning of DA Exempt, Prison

21

Provide GTE with expecied levels of
performance, (DMOQs) which GTE is
expecied 10 meet

Levels of performance, (DMOQs) which
GTE is expected fo meet:;

Ovders completed within 1 day {no prem.
instaliation)

Orders completed within 2 days (prem.
installation required)

Orders for feature changes within 1 day
100% Completion by Service Date

>39% No troubles found during first 30
days of service

Disconnect inferval < 1 day

23

Requests that GTE nofily AT&T of any
changes made in the service and/or feature
sel af the time of instaltation that differ from
the original Service Order as given fo GTE
by AT&T

24

GTE wil negotiate adequate test and tum
up processes and procedures required fo
support the Services ondered by AT&T lor
(s Customers

25

Requests that GTE identify those areas

4/15196
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AT&T REQUIREMENTS GTE status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL
TIMELINES AT&T GTE

where Centranet Service is available, and
that GTE provide the required information
for the Ordering and Provisioning of
Ceniranet Services in those amas

“

26

ATAT requires that GTE prowide intercept
and ransfer service

27

Require that GTE notify AT&T prior o
Service fermination, (Disconnect), or the
fermination of any servica, feative or
function by an ATET Cuslomer.

28

ATST is GTE's customer of record the end-
user CANNOT order a disconnect of ATAT
Service

29

GTE will provide interiace requirements lor
popuiating DA database (i.6. ndes)

Negosiate with GTE a mutually agreeabls
escatation and expedite process by which
Service Ordering and Provisioning can be
provided

31

GYE will agree 0 fst ATAT in the printed
White Page Diceclory as a Local Service
provider in that area with the assodated
information and telephone numbers.

32

Negotiate with GTE Diveclories lor A sales
agency agreement relaling to the cument
white and yellow pages listings

XX]

Negotiale with GTE Direclories for any nies
and reguiations associaled with the white
and yeliow pages listings and the types of
Kstings avaiable

34

Negotiate with GTE Directories for the area
oovered by a given Directory and the date
that Directory is published

4/15/96
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T T T e e e

. 35 | Negotiste with GTE Directories for The
process associated with updating, ordering,
re-ordering and delivery of the white and
yelow pages Direclories

36 | Negotiate with GTE on the management of
NPANXX spiits, the rules reganding the
spit of a given NPANXX and who is in
confrol of a NPAINXX

37 | GTE provide interface agreements between
Work Cenders regarding systems and
establishing a change control process
between AT&T and GTE

38 | GTE provide training for thoss lechnicians
assigned 10 handie ATET Local Business
Instaltations

39 | GTE wilt provide the ability %o suspend an
AT&T End-users service upon request {ex
summes home)

40 | GTE will provide ATAT the ability o
suspend service 10 8 given AT&T end-user
for non-payment of a bil in accordance with
the CPUC regulations

41 | GTE wilt provide blocking of 700, 900, and
976 services upon request from ATAT on a
fine, trunk or individual service basis
42 | GTE agrees to work cooperatively in
practices and procedures regarding Law N V ' -
Enforcement and service annoyance o
handiing
43 | Estabish a prooess whereby misdirected
calls can be routed o the comedt Local
Service provider regardiess of who they
may be

4/15/96
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TIMELINES AT&T GTE

Negotiate for the handling of E911 updates
10 GTE’s databases for its Local Resale
Cuslomer base

W

45

GTE fo provide enginesting support for al
Special Services which am covered under a
Local Resale offer, e.9. Data Services,
Voloe Grade privals ines, Intermediate bit
rale services, Primary Rade ISON services,
Broadband services and Packet services,
el

GTE agrees 1o provide the capabiity lo
reassign {coincident with an end user
request) or obtain any GTE confrolled
number within the geographic boundaries
of the LSO, consistent with the cusrent
numbering plan.

GTE will provide access i the sysiem file
fnking the address 1o the Cenral Office (io
determine exchange rates), for rates and
biling purposes

GTE agrees for iong term NPANXX
Assignment and Administration in
establishing s SPOC for the reservation
number on a 7 X 24 basis

GTE agrees for ong term NPANXX
Assignment and Administration in

GTE will provide a "Real Time" electronic
interface to Trouble Ticket entry and update

4/15/96
6



( - ( |

t - S~ N a Privueged ana Confidential -
Prepared for use with Counsel
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capabilities

GTE wil provide a ‘Real Time" electronic
interface fo Review and verily fest results

GTE will provide a "Real Time" elecironic
interface to Provide status updates on
curent “Open” Trouble Tickets

GTE will provide a “Real Time" electronic
imerface 10 Verify feature and funcion
updates and corections as they reiate 1o an
open Trouble Report

GTE wik provide 2 "Real Time" electronic
inferface 1o Provide a means for Network
Surveillance (Performance Monitoring)

GTE will provide the abiity o verily and
acknowledge any scheduled appointment
upon receipt of the Trouble Ticket

GTE wil meet the following status
requirement on AT&T services: immediate
nolification of any changes in trouble stafus,
electronically

GTE wilt meet the following status
requirement on AT&T services: The ability
10 retrieve the cument status of any trouble
report

GTE wil meet the following status
requirement on ATAT services: immediate
notification when any scheduled

GTE will dose afl TOK (Test OK), NTF (No
Trouble Found}, and CC (Came Clear)
trouble reports in accordance with the
ATAT policy (To be provided)

4/15/96
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Prepared for use with Counsel
AT&T REQUIREMENTS GTE status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL
TIMELINES AT&T GTE

AT&T, ATET in turn wil be responsible for
contacting the end-user Customer, vesifying
the trouble is repaired, and then closing the
troutie oul with GTE

11 | GTE will close the trouble by contacting

12

GTE will immediately nofify AT&T of any
Network evenl which impacts ATST end-
users. Nofification will include areas
affected (NPA NXX} and estimated Time 10
repak. AT&T wouki prefer a real ime
moniloring amangement i this is feasible

GTE agrees 0 notify the ATAT CNSC of
any scheduled maimtenance activity which
could have an impact on the servics
provided f0 ATST end-users. GTE will work
with ATAY 10 minimize impacts o major
ATAT customers. The fime frame for this
nofification will be mutually agreed upon

14

Negoliate a workable Disasier Recovery
plan with GTE and agree %o perform
quariery lests of the process

15

GTE will provide the ATAT CNSC with
“resl Sime” testing capability on ATST end
user Senvices.

16

GTE agrees 10 rovie repair service cals o
the correct service provider (ATST), and
ATA&T agrees to a reciprocal amangement
for GTE Customers

GTE will bil any applicable Time and
Materials charges 1o ATAT, not o the end
user. ATAT will provide an address and
contact for 3l applicable tariff charges

GTE agrees lo prowvide a Kisting of al
appiicable charges at the time the Trouble

4/15/96
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AT&T REQUIREMENTS

Ticket is closed

GTE
POSITION

status

COMMITMENTS,
MILESTONES, OPERATIONAL
TIMELINES

AT&T

ACTION ITEMS

GTE

19

GTE will use an AT&T branded form any
Sme an ATST end-user is conlacted relative
10 a froublle report, maintenance charges or
any applicable service charges

A GTE Technician will clear any reported
frouble o the end-user’s network interface

21

GTE will provide an on-ine transier of any
ATAT end-user “misdirecied” trouble call o
the ATAT repair center

2

GTE will negotiate DMOQs for Service
repak and creale a self-reporting process 1o
ATAT's Repair Center.

2

DMOQs for Service Repair:

<1% Missed Appoiniments

<4 hours 10 resiore for >85% of troubles
<8 hours 1o restore>95% of troubles

24 hours 1o restors >70% of froubles

MTTRestore <8 hours with dispaichv <2
hours without dispatch/all other< hours

Repeat roubles <5%

24

GTE will provide AT&T with an escalation
and expedile process and a contact list for
Maintenance

25

GTE will provide ATAT geographic location
information o allow for accurale status's
and repair in the case of cable cuts or

uhiltyiroad consbruction ocouring

26

GTE wil provide ATAT distribution and
plant layouts information o allow for
accurate status and repair in the case cable

4/15/96
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Prepared for use with Counsel

AT&T REQUIREMENTS

of cable cuts o utiy construction occurring

GTE
POSITION

status

COMMITMENTS,
MILESTONES, OPERATIONAL
TIMELINES

AT&T

m

ACTION ITEMS

GTE

21

GTE will provide ATAT electricat and
performance chavacieristics information fo
allow for accurate status and repair in the
case of cable cufts or uliy/road
construction occurving.

28

GTE will report all associated maindenance
and service charges at the Sime the trouble
fickel is closad with e ATAT service center

GTE will negofiate 2 mutually acceplable
escalation and expedite procedure for al
services provided by GTE under this
contract

30

GTE will agree 10 a trouble priority and
severltly coding format for all rouble reports
handied between the two comparies

31

GTE will negotiate mutually acceptable
DMOQ's which will apply 10 the network
elements which AT&T leases from GTE.
These OMOG's wilt be racked monihly and
reviewed for performance on a Quarierly
basis. In those cases where the negotialed
metric is not met, GTE will prepare a plan o
correct the problemn and submit it to the
appropriate ATAT work center for review

and compliance

32

GTE will provide the ability 1o “pre-screen”
any activiies which would incur charges 1o
ATAT in order for ATAT (o validate the
activily. This includes, but is not limited fo
the dispaich of hieid forces Y0 an AT&T end-
users premises

33

GTE agrees 1o discuss the contracting of
GTE technicians 1o perdorm work on AT&T
end-user Cusiomer's premises representing

4/15/96
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AT&T REQUIREMENTS GTE status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL
TIMELINES AT&T GTE

ATST. This includes but is not limited lo
Prowiding the: contracted technicians with
ATAT forms for the end-user

GTE agrees (o discuss the contracting of
GTE technicians io pesform work on ATAT
end-user Cusiomer’s premises representing
ATAT. This includes butis not imited o
providing the contracted fechnicians with
“twanded” ATAT ‘Not at Home™ cards

GTE agrees lo discuss the contracting of
GTE technicians (0 perform work on AT&T
end-user Cusiomer's premises

ATAT. This includes but is not limited io
Providing the confracied technicians with
ATAT business cards

GTE agrees o discuss the contracting of
GTE technicians ko perform work on ATST
end-user Cusiomer's premises representing
AT&T. This includes but is not limited lo
Assuring that the technicians are trained in

a non-discriminakry fashion

and Procedures

GTE will nolify of any changes lo the
service requesied by the ATAT end-user at
the fime of instaliation such as added jacks,
wiring an extension, elc.

GTE will provide the required Loop lesting
information prior I the establishment of
service 0 that ATAT can verify that the
“end lo end” service meets the established
requirements

GTE will provide an escalation and expedite
process for seevice ordering and
provisioning in a Loop Resale environment

4/15/96
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AT&T REQUIREMENTS GTE status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL
TIMELINES AT&T GTE
W
4 | GTE wil make provisions o deal with
misdirected ATST end-user calis and roule
them fo the comect ATAT service center
{information to be provided), and AT&T
agrees 10 a reciprocal amangement with
GTE

5 | GTE agrees to negatiate a Disaster
Recovery Plan fo cover the services
provided by GTE for AT&T

6 | Require elactionic honding between the
GTE work center and the appropriate ATAT
work cerder for services purchased by
ATAT for their Customers. This “bond” will
be based on the EBI standard eventually
with  suitable interim solution which
provides Due date scheduling and
avallabilty as required

7 | Require electronic bording between the
GTE work cenier and the appropriate ATST
work canler for sesvices purchased by
ATA&T for their Customers. This “bond” will
be based on the EBI standard eventually
with a suitable interim solution which
provides Real time number administration

8 | Require electronic bonding between: the
GTE work center and the appropriate AT&T
work center for services purchased by
ATAT for their Customers. This “bond” wil
e based on the EBI standard eventually
with a suitable interim sokstion which
provides kdentification of line options by
avallable LSO

9 | Require electronic bonding between the
GTE work center and the appropriate ATST
work oenter for services purchased by
AT&T for ther Customers. This “bond” wik

4/15/96
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AT&T REQUIREMENTS

provides Validation of sireet address detal
for local koop provisioning

GTE
POSITION

status

COMMITMENTS,
MILESTONES, OPERATIONAL
TIMELINES

AT&T

ACTION ITEMS

GTE

be based on the EBI standard eventually
with a suitable interim solution which

10

Requires a real time response for Firmn
Order Confiernation (FOC)

Requires a real time response for Service
dispaich required or not

12

Requires a real time response for
Rejections or errors on any order for a
Local Loop facility

13

Requires a real ime response for Order
Status (Loop)

14

Requires the ability 1o schedule "on-line”
instaation appoiniments for Customer's
requiring an on site visit 10 connect sefvice.
ATET requests that the infervals provided
be the same as those used by GTE in the
provisioning of service for it's Customer’s

4/15/196
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AT&T/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

AT&T REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MHLESTONES,
OPERATIONAL TIMELINES

ACTION ITENS

ATST

GTE

Plstform: ATAT will be
aliowed to purchase
unbundied network elements
either individualty or in
combination.

Platform: Elements
associated with a specific end
user can be ordered on an
individual line/customer basis

Pilatform: When purchasing
elements in combination,
ATAT will have access o all
features and capabilities of
each individual element.

Ptatform: Combinations will
be provisioned with a single
order

2, LOOPS: N

Network interface Device:
Connect Blocks used to
terminate loop cable ( fiber,
coax, or iwisted pair cable) at
the Minimum Point of
Termination on the customer
Premise will be unbundied
and will be made available for
purchase and/or lease.

Network Interface Device:
Priced distinctly from other
elements at TSLRIC

Network interface Device:
Unbranded, or Branded ATAT

Network Interface Device:
GTE will determine the cable
pair used for the particular
service that will need to be
replaced by AT&AT

04/16/96
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ATET/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATAT REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATAT

GTE

: E
2

Network Interface Device: if
required GTE will lit off the
existing cable pair and aliow
ATAT to terminate their
service.

Network interface Device:
GTE will be responsible for
maintaining the NI device.

: DIS

Loop Distribution: GTE will
provide the transmission path
between the MPOT at an end
user premise and the
terminal block appearance on
the distribution side of a
Feeder distribution interface
{FDI), or the first point of
multiplexing/ioop
concentration and/or
opticalelactrical conversion.

-

Loop Distribution: Copper
twisted pair facilities will be
non-loaded for Digital Loop
Carrier {DLC) and Hybrid
Fiber Coax (HFC) based
networks

Loop Distribution: All
transmission characteristics
of the loop will at least equal
the characteristics of those
supplied to GTE's own
customers,

Loop Distribution: Priced
distinctly from other elements
at TSLRIC

1. LOOPS: CONCENTRATOR

Loop
Concentration/Multiplexer:

04/16/96
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AT&T/GTE INTERCONNECTIGN/UNBUNDLED ARRANGEMENTS

ATAT REQUIREMENTS GTE POSITION STATUS COMMITMENTS, MILESTONES, ACTION ITEMS

OPERATIONAL TIMELINES ATAT l GTE

1. LOOPS:

GTE will provide
concentrators/multipiexers
{DLC, fiber node termination,
channel bank, or similar
equipment) to connect loops
to a high capacity transport
system.

Loop
Concentration/Muttiplexer:
Provided distinctly from other
elements at TSLRIC

C. Loop
Concentration/Multiplexer:
GTE provided concentrators
and multiplexers will meet
transmission requirements for
the following services equal
to those used by GTE
customers.

» Support POTS (including
CLASSAASS and OHT
features)

« Support basic rate ISON
servics

e Support DS1 fow speed
interfaces

« Support OC-3 high speed
interface

e Support DSO digital
transport (2.4 through
64Kb/s and Nx64) DS3.
HDSUADSL.

D. Loop
Concentration/Multiplexer:
Point of interface must
support transmission
requirements for the following
services equal to those used
by their customers:

04/16/96 Page 3
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ATA&TIGTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

AT&T REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATAT

l GTE

1.

: CONC

o DSt interface to the local
digital switch,

» Support integrated
Network Access (INA)
DSts for non-locally
switched or non-switched
special services.

Loop
Concentration/Multiplexer:
Signaling will support
transmission requirements for
the following services equal
to those used by GTE
customers:

» Loop start, Ground start,
and reverse battery
signating for low-speed
services

s basic rate ISDN

» channel associated or
common channel signaling

« Timesiot Management
Channel (TMC)

Loop
Concentration/Multiplexer:
Performance requirements
will support transmission
requirements for the following
equal to those used by GTE
customers:

* Suppor loop timing free
running and hold-over
modes

+ Bit Error Rate (BER)
« provide for an automatic

04/16/96
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ATETIGTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

AT&T REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

AT&T

GTE

1.

line switch initiated
signal fall and signal
degrade conditions on a
received OC-3 signal or
STSINT1.5 path fail or
path degrade conditions.

» suppoit a delay batween
DS1 and OC-3 interfaces

[2

FEEDER

Loop Feeder: GTE will
provide the medium on which
subscriber traffic is camied
from the MDF or DSX cross
connect panel in a central
office or similar environment
to the loop
concentrator/multiplexer
(fiber node) or the feeder
distribution interface (twisted
pairs). Mediums include
copper, coax, fiber or some
combination of the above,

Loop Feeder: Loop feeders
wilt be at least at parity in
terms of design and
performance with that
provided to GTE customers,
Physical applications may
include:

s Copper twisted pair
Metallic T1 feeder

¢ Fiber feeder

« Hybrid Fiber coax

Loop Feeder: Priced
distinctly from other elements
at TSLRIC

04/16/96
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AT&TIGTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATST REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATST

GTE

INEC P

Physical Point of termination
will be at a designated DSX
or MDF

POT will be provided at a
DS 1 rate for special services
{or circuit level for VG Private
Line and POTS) and at
higher rates (DS3, ST1, elc.)
for interswitch trunks and
other services at ATATs
reguest

ATET will be provided with
sccess o the POT on a 24X7
basis for necessary
provisioning and testing
functions.

and AY (ROW}

Generat: GTE must make
owned/controlied conduits,
pole lines, ROW and other
pathways avaifable to AT&T
on an equal basis.

Generat: AT&T will be
provided with copies of
existing conduit prints

General: AT&T will be
provided with a Single-Point-
of-Contact (SPOC) for
Structure lease agreements

General: GTE will not block
private assignment of ROW;
and will provide access if
they hold the rights to assign

General: GTE will provide to
ATAT a customized diagram
of the conduit system

(including manholes) or pole

04/16/96
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AT&T/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATA&T REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATET

GTE

[ 7. POLES, DUCTS, and RIGHT OF WAY (ROW)

(3
fine based on negotiation.

F.

General: GTE will allow
ATST personnel to examine
conduit system or pole line
engineering prints at their
offices.

General: GTE will provide
information regarding the
availability of conduit within 5
business days of receiving a
written request from AT&T,
10 business days for a field
based survey of availability.

General: GTE wifl provide
conduit/pole space to ATET
within 20 business days after
they receive written
confirmation from AT&T that
the space, previously
deemed available by GTE , is
wanted.

General: GTE will atiow
ATAT to audit the physical
manholes/conduit systems to
confirm usability.

General: GTE will complete
“make ready” work at a
reasonable cost within a
reasonable time frame.

General: AT&T must have’
equal access to customers.
This includes equal and non-
discriminatory access to
entrance facilities(cable
vaults), ducts, equipment
room, telephone closets and
other apparatus that are
necessary for local
competition,

General: GTE charges for

04/16/96
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AT&T/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATST REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

AT&T

GTE

7. POLES,

(ROW)

access to public or private
rights of way controlfled by
GTE should be fimited to the
actual costs incurred.

General: GTE will tariff
conduit space and pole
altachment rates Priced
distinctly from other elements
at TSLRIC

Aerial Plant. ATAT has the
right to attach pole-mounted
cross-connects, terminals
and apparatus on GTE
controfied poles.

Aerial Plant: AT&T has the
right to attach brackets and
hardware to GTE controlied
poles using AT&T personne!
or ATAT subcontracted
vendors,

Aerial Plant: GTE must
provide AT&T with copies of
existing pole prints.

Underground Plant: GTE
should not hinder/restrict or
unreasonably withhold or
delay any modifications to
conduit systems that allow
access to and or egress from
the conduit systems.

Underground Plant. GTE
should include the cost of
conduit space as part of the
cost of loop resale.

Underground Plant: Where
at least two inner ducts
remain available (including
one spare for GTE use)
AT&T should be allowed
access o and use of one of

04/16/96
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AT&T/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

AT&T REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATAT

GTE

7. POLES, DUCTS,

WAY (ROW)

the inner ducts.

Underground Plant: GTE will
aliow AT&T to maintain
conduit space leased to
ATAT

Underground Plant: GTE wil
permit manhole
interconnections, breaking
out of GTE manholes, and
breaking out of GTE conduit
by AT&T. GTE should not
unilaterally imit new duct
entrances to pre-cast
knockouts.

Underground Plant: GTE will
establish a non discriminatory
priority method to access
GTE manholes/conduits in
case of an emergency

TION

Adequate contiguous space
will be provided to handie
initial service request and
projected growth:

Cooperative Planning:

Forecasts (CY+2), yearly
review

Space Ptanning, AT&T
involved in future
infrastructure or exhaust
planning

Negotiate process to
transition from physical
to virtual as needed

04/16/96

Page 9




\

Ve

(

~(

ATATIGTE INTERCONNECTION/UNBUNILED ARRANGEMENTS

ATAT REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATAT

I

GTE

8. COLLOCATION :

+ Emergency Restoration
Plan

Intraoffice facilities will be
available to accommodate
projected volumes
{Terminations, riser cables,
tie cables, etc.)

GTE will not restrict ATAT's
right to assignment control of
ATA&T facilifies/equip.

There will be no restrictions
for ATAT personne! or
designated agents to obtain
access to ATAT's area: 24
hours a day, 7 days a week

e  AT&T may make
unannounced
inspactions of equip in
virtual space

There will be no restriction
on the type of equipment
allowed in collocated space,

GTE will not restrict or limit
the use of collocated space
used for the provisioning of
telecom services.

. GTE will not limit the efficient

interconnection between
ATAT and other CLECs
within the CO.

GTE will not restrict ATAT's
choice of vendors to EF|
equipment in ifs collocated
space.

GTE will provide access, as
needed, to cable racks
between POl and cage.

GTE will not restrict remote

04/16/96
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AT&TIGTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATAT REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATAT

GTE

8. COLLOCATION _

environmental alarming to
AT&Ts work center. GTE will
provide, within 10 days of
acceptance of application,
detailed environmental
connection information,

GTE will provide remote
monitoring of AT&T
equipment to AT&T's work
centers.

AT&T may order POTS into
the cage coincident with
compiletion of the physical
space,

GTE will provide adequate
lighting, ventilation, power,
heat, air conditioning, etc.,
per NEBS standards.

GTE will provide access to
eyewash stations, showers,
and bathrooms, on a 24x7
basis for AT&T personal.

GTE will comply with AT&T's
diversity standards for
ingress/egress fiber and
power cables as identified on
the collocation application.

GTE will protect all AT&T
proprietary information.

GTE agrees to adhere to any
negotiated service
guarantees, DMOQ's and
I1SO reviews.

GTE agrees to complete and
retum AT&T's Environmental
Health&Safety questionnaire
within 10 days of the
application.

GTE will give advance

04/16/96
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ATATIGTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATAT REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTon ITEMS

ATAT

GTE

8. COLLOCA

Sy

written notice of work
activity in the general
collocation space or AC/DC
power plants which support
ATAT's space.

GTE will provide architectural
quality drawings depicting
the exact :

* Jocation

o dimensions

+ physical obstructions

within 5 days of AT&T's
application.

GTE will construct the space
to meet ATAT's order for:

« cable holes
« ground bars
e doors

e convenience outlets,
elc.,

Deviations noted on walk

through will be comected

within 5 days at GTE

expense,

GTE will provide detailed

telephone equiprment

drawings depicting the:

« exact location

* type

» cable tenmination
requirements (i.e.,
connector type/number,
type of pairs, naming
conventions

for GTE's POT bays within 5

04/16/96
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ATAT/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATAT REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATA&T

GTE

8. COLLOCA

A

days of ATAT's application.

GTE will provide detailed
drawings depicting the exact
path, with dimensions for
ATAT's fiber ingress/egress
into the cage within 5 days of
the application

GTE will provide detailed
power cabling drawings
including sizes and number
of feeders within 10 days of
application.

GTE will give ATAT positive
notification when
construction is 50% complete
along with scheduled
complete and turnover dates.

GTE wifl compensate AT&T
for any construction or
tumover delays which create
delays or added
expenditures to AT&T's
project,

GTE wilt provide within 5

days of a written request:

» installer access
restrictions

»  work restriction
guidetines

* installation intervals from
app to complete dates

» contact names and
numbers

04/16/96
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ATAT/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

AT&T REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITENS

ATAT

GTE

3. COLLOCATION

= escalation process,
names and numbers

B8. GTE will control access to
AT&T's space and
equipment. Procedures will
match or exceed ATA&T'S,
Specifically:

o AT&T may specify
method, keys, cards
other features, if GTE
doesn't meet ATAT
standard

¢ ATAT has therightto
building, space
arrangements and
hardware to controt
space

« Enclosures designed,
constructed to prevent
unauthorized access

*  Access controfled to
collo fioor cages
including, passenger and
freight elevators using
surveillance or physical
means

+ Firellife safety meet
codes

+ Doors with removable
hinges or inadequate
strength should be
alarmed to manned site

cc. GTE (cont)

« Janitorial accass under
strict control

s set procedures for non-
employee access (fire

04/16/96

Page 14




B
X,

—.

(

AT&T/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

AT&T REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATET

GTE

8. COLLOCAMION

marshal)

e No security guard access
uniess documented
procedurs and
emergency requires
entry

®  Security alarms should
always extend to an
attended site

*  ATAT will have the
option to extend intrusion
slarms to its work
centers

¢ Keys accessible to GTE
employees only during
emergency, yearly
review of procedures,
right to change keys i
evidence of lost key
control

GTE (cont)

* space without positive
key control should be
equipped with intrusion
alarms,

e Identification badges wilt
be wom at all times by all
persons

*  AT&T may periodically
have its security
personnel audit the site.
Identified deficiencies will
be negotiated with GTE.

EE.

Cost of space and
maintenance Priced distinctly
from other elements at
TSLRIC
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ATRT/IGTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

AT&T REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

AT&T

GTE

ONNEC T:

TED

Dedicated Transport: GTE will
provide interoffice transmission
paths

Dedicated Transport. GTE will
inciude functionality

Dedicated Transport: AT&T
wifl be allowed to utilize
existing transport facilities
between GTE and a second
carier (IXC to CLC) to cany
traffic destined for the other
carrier

Dedicated Transport: Ability
to interface on copper, coax,
fiber mediums

Dedicated Transport: GTE will

provide the following transport

technology options:

« currently provided setvices
{THT3)

* SONET line switched rings
(OC48)
o SONET path switched rings
{OC-3, OC-12 and OCA4B)
« SONET point to point
- transport systems

Dedicated Transport: SONET

rings will include:

» diverse fiber routing and
building entrances

s No single point of failure

« Protection lock-out and

support of extra traffic (Line
switched rings only)

Dedicated Transport: Priced
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. ATST/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

AT&T REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

AT&T

.

GTE

[ 9. _INTERCONNECTION TRANSPORT-DEDICATED _

distinctly from cther slements
at TSLRIC

TRANSPORT-

Common Transport: GTE will
provide interoffice transmission
paths.

Common Transport T:
Facliities wifi meet Belicore and

industry standards.

Common Transport GTE will
include Functionality

Common Transport: Ability to
interface at copper, coax,
microwave or fiber at Voice
Grade through OC-48 rates,
including DS1, DS3, and
SONET at various levels (OC-
X)

Common Transport: Priced
distinctly from other elements at
TSLRIC

- CO-CARRIER

Provisioning arrangements
that are a joint responsibility
between AT&T and GTE.

CCL, RIC and Universal
Service slements will not be
applied to traffic carried over
interconnection trunks.

Provide distinct costing from
other elements at TSLRIC.

GTE to recognize AT&T as a
Co-Carrier for traffic delivered
from ATAT's Access/Local
tandems

04/16/96
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AT&TIGTE INTERCONNECTIONUNBUNDLED ARRANGEMENTS

ATET REQUIRENENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATAT

GTE

11.

T - CO-CARRIER

GTE to negotiate PO! and
mutual compensation
agreements for traffic to and
from ATST's ltandems at
parity with GTE's tandems

12, _INTERCONNECTION TRANSPORT-TRUNKING

A

ATAT will be given the option
of having one set of two way
trunks for intral ATA traffic

ATST will be permitted to
determine whether to build
trunks through an access
tandem or directly to an end
office, based on demand,
cost and service need.

ATA&T will be given the option
of having one set of two way
trunks for traffic transiting via
the GTE network to other
Inter ATA camiers

ATAT wilt be given the option
of having traffic toffrom our
network toffromn other
competitive LECs transit via
GTE’s network

Separate one way MF/CAMA
trunks will be installed for
interconnecting 911 traffic to
E911 tandems in the LATA.

13. INTERCONNECTION SWITCHING LOCAL SWITCHING

A

Local Switching: GTE will
provide the functionality
required to connect
appropriate originating lines or
trunks terminated on the MDF
or DSX panel to a desired
terminating fine or trunk.
Functions include:

04/165/96
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ATATIGTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATAT REQUIREMENTS

GTE POSITION

STATUS

COMMITRENTS, MILESTONES,

OPERATIONAL TIMELINES

ACTION ITEMS

ATAT

GTE

routing to end points or .
platforms on per customer
or per class basis,

dialed number translation,

testing (Joop, trunk,
switch),

public servics (911),
signaling,

AMA recording,
CLASS/LASS features,
digit collection,

dial tone,

call processing,
announcements,
conferencing,
operations,
administration,

[ 13._INTERCONNECTION SWITCHING LOCAL SWITCHING

Local Switching

maintenance, and

provisioning interfaces,

collecting measurements,
connecting end-users

circuit to loop or trunk,

CIC code determination,

ANUCPN,

Carrier pre-subscription,

database queries

intercept,
manual and customer

oniginated trace,

Local Switching

04/16/96

Page 19




k;'

(

ATAT/GTE INTERCONNECTION/UNBUNDLED ARRANGENENTS

ATST REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMEUINES

ACTION ITEMS

ATAT

L

GTE

13.

NI L

o essential service lines,
« Service Prioritization,

+ Relay services for the
handicapped,

« soft dial tone,

s Centrex functions

o and parity offerings
{services and features
including:

s Residential features,

Local Switching

« Basic and Primary rate
ISDN, etc.)

» including future
telecommunications
features to be introduced
by the GTE.

Local Switching: GTE wilt
aclivate a new customer or
network interconnection on
any of the interfaces described
betow:

Lines

» Standard Tip/Ring

« Coin

» On-hook signaling

* BRIISDN

*« TYRO8

e TR303

« Direct in Dial to customer
GTEXs

Trunks
« S87 where available, MF

04/16/96
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ATET/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATAT REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATAT

GTE

where appropriate
» 64Kbs Clear Channel (ss7)
» CAMA ANI - ES11
s FGC to 1EC Operator
¢ TiloGTEX
« PRIlto GTEX
+ DS3
e FGB (950 acoess)

» and 64 Kb/s switched
digital

» Future rates and interfaces

as avaitable {eg optical
0C1, OC3)

3. L SWMITCHING

Local Switching: Priced
distinclly from other elements
at TSLRIC

14.

TANDEN SWITCHING

Tandem Switching: GTE will
provide switching between two
switching officas through its
tandem switch. Typically the
tandem will connect and
offices, other tandems, or
connect to IXCs, ICO, and
CLEC switches within a
LATA,.

Tandem Switching: GTE will
provide:

« signaling

« screening and routing

» recording

« access to AN functionality
» access to OS5 and DA

04/16/96
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ATAT/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

AT&T REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATAT

GTE

14.

e access to Toli Free
number portability
database as appropriate

¢ Support all frunk
interconnections

s Access to PSAPs

o Transit traffic toffrom other
carmiers

Tandem Switching: Priced
distinctly from other elernents
at TSLRIC

18.

EC : DATA S

HING ELEMENT

Data Switching Element:
GTE will provide that element
performing data setvices (eg
Packet transport, frame relay,
or ATM) switching functionality
that is required to connect the
facilities from the User to
Network interface (UNI) to
either another UNl or to a
communications path at the
Network to Network interface
(NNY).

Data Switching Element:
Switch features and

- functionality will be at parity

with GTE capabilities (e.g.
signaling and connection
control, broadcast capabilities,
traffic shaping/congestion
control, efc.)

Data Switching Element:
GTE will make standard
interfaces available: DSO,
DS*1, fractional T1, DS-3,
$TS-1, 0C-3, 0C-12, elc.

04/16/96
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AT&TIGTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

GTE POSITION STATUS COMMITMENTS, MILESTONES, ACTION ITEMS

OPERATIONAL TIMELINES ATAT GTE

ATAT services will be given
equal priority during
overflow/congestion conditions

E. Data Switching Element:

GTE will provide:

o the capability for real time
acoess (o integrated test

equipment and other
integrated functionality

» Equipmentinterface
prolection

« Redundant power supply
and/or battery back-up

e Spare facilities and
equipment necessary to
support provisioning/repair
DMOQs

« Performance at parity with
GTE and or industry
standards

o Capability for real-time
access to performance
monitoring and alarm data

e Continued administration
and maintenance

F. Data Switching Element:

» Priced distinctly from other
elements at TSLRIC.

18. INTERCONNECTION SWITCHING DIGITAL CROSS CONNECY SYSTEM (DCS)

A Digital Cross Connect
System: GTE will provide that
element which provides:
« automated cross-
connection,
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.

(

-~y

AT&T/GTE INTERCONNECTIONUNBUNDLED ARRANGEMENTS

ATAT REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

AT&T

GTE

73, INTERCONNECTION SWITCHING DIOITAL CROSS CONNECT SYSTEM (DCS)

« facility grooming, '
*  bridging,

« point to multipoint
connections,

s broadcast

»  automated facility test
" capabilities.

The DCS may include:

*  multiplexing,

» format conversion,

» signaling conversion, elc.,

« as well as cross office
wiring to a DSX or LGX
where facilities from a
switch, another cross-
connect, or other service
piatform are terminated.

Where no automated DCS
capabliity exists. DCS is
defined as the combination of
DSX patch panels and D4
banks or DS0 and above
multiplexing equipment used
to provision the function of a
manual cross connection.

Digital Cross Connect
System: AT&T will be aliowed
access to all Digital cross
connect systemns:

e DSO with OS1 interface

o DSINT1.S5with DS1, DS3
and SONET interfaces

Digital Cross Connect
Systemn: GTE will provide the

capability for:

04/16/96
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AT&T/GTE INTERCONNEC TION/UNBUNDLED ARRANGEMENTS

ATAT REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATAT

GTE

16,

YSTEM (DCS)

Real time reconfiguration
capabilities
real time access to

integrated test equipment
and integrated functionality

SONET to asynchronous
gateway functionality

Compliance with Belicore
and industry standards

Digital Cross Connect
System

equipment/interface
protection

Redundant power supply
and/or battery back-up

spare equipment and
facifities to support
provisioning and repair
DMOQs

Performance/availability
parity

Digital Cross Connect
System

GTE provisioning and
maintenance

Reat Time access to
performance monftoring
and alarm data affecting
ATAT's traffic (upon
request)

continved GTE
administration and
maintenance of the cross
connect including updates
to the control software to
current available release.
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ATSTIGTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATE&T REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

AT&T

GTE

P e g
W i CNING

Digital Cross Connect
System

e Priced distinctly from other
elements at TSLRIC.

17.

3
'

AIN-EO TRIGGERS:

GTE will provide all available
end office AIN triggers in &
manner which is at least at
parity with GTEs own
capabilities in terms of
performance and provisioning
intervals, initiated via a
service order from AT&T.

3
”

AIN-SSP: GTE agrees to
interconnecting the AT&T and
GTE SS7 networks for the
purpose of exchanging AIN
TCAP messages between
GTE end offices and ATAT
service control points (SPS)

AIN-SMS: Access

AIN-SCE: Access

: 8

STP: GTE will route signaling
messages among SSPs,
SCPs and STPs to set up
calis and query databases,
including all functions of the:

» Message Transfer Part
(MTP)

« Signaling Connection
Control Part (SCCP)

« COperations, Maintenance,

04/16/96
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ATET/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATAT REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATAT

L

GTE

18.

v‘w

and Adrministration Part
{OMAP),

+ [SDN User Part

» Transaction Capabilities
Application Part

STP: This elernent shall
provide access to all other
elements connected to GTE's
SS7 network:

+ GTE Switching Systems
o GTE Databases

e Other Local Service
Provider switching
systems

s Other LSP STPs
« Other 3™ party provided
STPs

STP: This element will
provide options to connect
ATAT local switching systems
or STPs lo GTE's §§7
network. Options include:

« “A" link access from ATAT
local switching systems

s *D"link access from local
STPs

« ATAT abifity to define the
Signaling Point of
interconnection (SPOI).

o Interoffice and intraoffice
diversity, such that no
single failure of facilities or
equipment causes the

failure of both links in an A

04/16/96
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AT&T/GTE INTERCONNECTIONUNBUNOLED ARRANGEMENTS

AT&T REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATET

GTE

19.

link layer, and no 2
concurrent failures of
facilities or equipment
causes the failure of all
four links in a D link layer

STP: This element provides
all functions of the MTP:

Signaling data link functions

STP: This element provides
all functions of the SCCP
necessary for Class 0 (basic
connectionless) service,.
Including globat title
translation and SCCP
Management procedures.

STP: This element provides

all functions of the OMAP

including:

s MTP Routing Verification
Test (MRVT)

« SCCP Routing Verification
Test (SRVT)

» Link Equipment Fallure
» Link Fault Sectionalization

STP: Priced distinctly from
other elements at TSLRIC

20. INTERCONNEC

SIGNALING

Signaling Link Transport:
GTE will provide that element
whichis asetof 1,2, 0r 4
dedicated 56 kbps
transmission paths among
AT&Y designated SPOI's.
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Page 28




M\

e

(

ATRT/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATET REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATAT

|

GTE

| 20._INTERCONNEC TION SIONALING LINK

o

Signaling Link Transport: A
link layers will consist of 2
links,D, link layers will consist
of 4 links

Signaling Link Transport:
Diversity will be provided
such that:

« No single failure of
facilities or equipment
causes the failure of both
links in an A link layer

« No two concument failures
of facilities or equipment
causes the failure of all 4
linksina B, DorE link
layer.

Want option to lsase A links,

STPs, and SCPs.

Signaling Link: GTE will
provide capability for CLC
switch to support call set up
and new services through
connectivity to a LEC STP
and or use of combinations of
GTE and ATAT STPs and
SCPS.

*

SCP: GTE will accommodate
information requests to their
SCPs via queries from the
ATAT Network for the
purposes of service handling,
such as routing. Requests
are directed and processed in
real time.
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AT&T/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

AT&T REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,

OPERATIONAL TIMELINES

ACTION ITEMS

AT&T

GTE

21._INTERCONNECTION DATABASES: SCP

SCP: GTE will agree to:

e provide access to
databases containing
service handling/routing
information

o give AT&T database
queries equal priority,

reliabitity, avaiiability, and

performance as those of
GTE

o Support database access

using TCAP & ISUP

messages and routed via

STPs

» Provide delailed tracking
of usage and cait
termination point

¢ Not charge AT&T for

database dips resulting in
calit termination with GTE

o allow AT&T the ability to
update appropriate
databases with end user
information

¢ procedures for validating
information provided by
ATAT is accurately
provisioned in GTE
databases

Audit capability for 800 DB
dips.
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ATETIGTE INTERCONNECTIONJUNBUNDLED ARRANGEMENTS

ATST REQUIREMENTS

GTE POSITION STATUS COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

AT&T

GTE

21, INTERCONNECTION DATABASES; SCP

1.
Cc

Network Evoiution: GTE
agrees that advances in
technology and service
offerings will be accomodated
as necessary(adding,
deleting, or changing element
definitions and requirements)
through a negotiations
process.

22.  ANCIi

e E9E

GTE wilt support ATAT's
ability to route 911 traffic to
the appropriate PSAP with at
feast a parity level of
perfonmance GTE provides to
their end users.

GTE will support AT&T's
process to establish and
update an ALl data base
with end user information.

GTE will provide
documentation showing the
correlation of their LSOs/rate
centers to their E911
tandems.

GTE wilt provide a process lo
update their ALl data base
with AT&T's end user's 911
information.

23. _ANCILLARY; NUMBER ASSIGNMENT

A

ATST must be assured of fair
allocation of Central Office
Codes, a.k.a. NXXs, during the
transition period to a neutral
numbering administration and
beyond.

GTE should not charge, or
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AT&T/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATAT REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATA&T

|

GTE

2.

3

2
propose to charge, new
entrants for programming
switches to add new NXX
codes assigned to compelitive
ALECs for the costs it incurs as
number administrator.

GTE must administer the
numbering resources in a

compatitively neutral manner,

GTE must process NXX
requests in a timely manner
and per the Code Assignment
Guidetines.

ATAT requires numbers in any
NPA/NXX within the existing
geographic boundaries of an
LSO.

GTE will notify ATAT of
anticipated NPA code refief
planning and notification of
meetings for the purpose of
reaching industry consensus on
refief plans

GTE will utilize an independent
data setvice for the purpose of
consolidating all competitors'
forecasts prior to submitting
them to the committee for NPA
Code refief studies.

GTE will provide access to the
system file linking the address
to the Central Office (to
determine exchange rates) for
rates and billing purposes.
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ATATIGTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATAT REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITENS

ATAT

GTE

24

L3

ATAT must have geographic
number portability within an
LSO,

Until the Local Number
Portability (LPN) database is
implermented, local number
portabifity must be done in the
local switch, GTE shal support
the foliowing types of interim
nurmber portability:
o Remote Call Forwarding
(RCF)

s Flex-Direct Inward Dialing
(DID)

¢ Directory Number-Route
Index (DN_RI)

» Local Exchange Routing
Guide (LERG)
Reassignment

25, POWER

Power distribution
arrangements for unbundied
slements must be at parity with
what GTE provides for its own
equipment (e.g., equivalent
levels of redundancy and
battery back-up). This
includes: commercial power
feeds, cables, busses,
batteries, generators, power
conditioning equipment, over-
voltage protection devices, and

over-cusrent protection devices.
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ATAT/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATET REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

AT&T

GTE

[ 26. NETWORK VALIDATION TESTING

GTE and AT&T will develop
a process to resolve
technical issves that cannot
be solved at the working
level

Twisted pair metalic foop
access originating with GTE
tested test sites (homes) will
be accessible to AT&T at the
GTE/ATAT POl in the LSO

GTE will provide engineering
and circuit data for the loops
under test

GTE will provide test results
documenting that these
toops meet contractually
binding performance
requirements to AT&T

AT&T and GTE technical
staff will meet 30 days prior
to the start of the NVT to
schedule and coondinate test
activities.

NVT: AT&T has access to
cage 24X7

NVT: ATAT test equipment
will be allowed to be
transported to the cage on a
24X7 basis without unusual
delays (more than 5 minutes)
due to property removal
procedures

NVT: NVT transport facilities
between AT&T and GTE
may experience alarm
conditions due to in-progress
tests. GTE will not remove
these without AT&T
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ATAT/GTE INTERCONNECTION/UNBUNDLED ARRANGEMENTS

ATET REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TIMELINES

ACTION ITEMS

ATAT

GTE

| 26, NETWORK VALIDATION TESTING

approval,

NVT: GTE intrusive tests on
facilities and circuits between
GTE and ATA&T will be
conducted on a mutually
acceplable schedule

NVT: GTE maintenance on
test facilities will be
conducted on a mutually
acoeptable schedule

NVT: GTE will provide a
SPOC available 24X7 for
trouble status,
sectionalization, resolution,
escalation, and closure,

NVT: GTE lesied feature
testing (911, emergency
interrupt, OS, and others) wil
require GTE involvemenl.
Tests will bs conducted on a
mutually agreeable schedule.

NVT: GTE will not block
access to 105 responders,
100-type test lines, or 102-
type test lines associaled
with any NPAs under test,

27. SECURITY

A

Security: Assure logical and
physical integrity of network
elements and their
interconnecting data networks
and subtending OSSs.

Security: Assure the
capability of meeting public
safety and legal process
demards (wire taps, trap
installation, traces,
subpoenas, eic)
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ATETIGTE INTERCONNECTIONUNBUNDLED ARRANGEMENTS

ACTION [TEMS

ATAT REQUIREMENTS

GTE POSITION

STATUS

COMMITMENTS, MILESTONES,
OPERATIONAL TMELINES

ATAT

GTE

SRR —— X

Security: Provide the ability
to utilize, under AT&T
direction, any current or future
fraud prevention, detection, or
controt functionality
embedded within the network
element.
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AT&T/GTE LOCAL RESALE ARRANGEMENTS - BILLING

ATET REQUIREMENTS

GTE
POSITION

STATUS

COMMITMENTS,
MILESTONES, OPERATIONAL TIMELINES

ACTION ITEMS

AT&T " GTE

S —
Camier Silling / lnwoking ,

Chames for Local Resale fo be rendered
using existing CABS biling systems

SABR for LocalResale document to
manage Local Resale biling data and
financial transactions

Standard guidelines are CABS

GTE will participate in a LocalResale Bil
Certification Process as defined by the
SABR document {Section 5) 1 ensure
quaiity and financial assurance controls
Sroughout ATAT and GTE's processes.

Biling accuracy is the sole responsibiity
of GTE

GTE will work with ATAT b faciltate
accurale and fimely biling as defined by
the SABR document (Section 3)

GTE will provide a mechanized bl as
defined by the SABR document (Section
4, 5 & 6) and viiize the elecronic data

GTE will agree & an annual Supplier
Quaity Certification Review

B80S documents provide guidelines for
how 1o render a bil. Addibonal
information that is required 1o be uniquely
identiied when rendering LocalResale
charges per the SABR documesnt (Sec. 7)

GTE will bl chargesicredits for PIC
change charges separately from the
LocaiResale bil

)]

GTE will use the saine structure as
documented in CABS for a Switched
Acoess Bt

11

Spedific Account Level, Jurisdiction and
ServicelFeature ¢ ode are delineated

L (sar Date Tnansr

Usage lo be fransfered o AT&T in

3:26 PM
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AT&T/GTE LOCAL RESALE ARRANGEMENTS - BILLING

AT&T REQUIREMENTS GTE STATUS COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL TIMELINES

' AT&Y GTE
BellCore EMR Standard Format.

Infral ATA Toll usage

Local usage

Rated incollects sont rated
Appropriate detadled edits \o be performed

Data Control Report functionafity and
fayouts 10 be provided

ATAT wil retum unbifable messages
Message packed by Send to: /B 1o: RAQ
Transport faciity which conforms o IDIS
10 | Transmission via CONNECT: Direct

| information via courier, ¥ required, for
back-up

12 | Tape data wil conform 10 Atiachment "A”
of e LRDTR

13 | Data 10 be delivered Monday fhrough
Friday except negotialed agreed to
Holidays

D | m w N

[ -3 M ]

14| Contacts for sending/recaiving usage files,
105, volumes by sending location

5 | Any rejected packs will be comected and
resent

16 | Packs tracked by involce sequencing
criteria

17 | Data compaction wil be done per
Atiachment ‘8" of LRDTR

18 | packsize s 110 98,999 plus the header
and trader

19 | Daly ransmission of up to 99 packs,
maximum

20 | pata set minimum of 1 pack
21 | Only one data set per Sending Location
22 | pack Header Recond per LRDTR {page 8)

2

3:26 PM
4/15/96
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AT&T/GTE LOCAL RESALE ARRANGEMENTS - BILLING

>

ATET REQUIREMENTS

GTE
POSITION

STATUS

COMMITMENTS,
MILESTONES, OPERATIONAL TIMELINES

ACTION ITEMS
AT&T GTE

Pack Trailer Record per LRDTR (page 9)

Data set name per LRDTR (page 10)

Appeopriate detall edits to be performed

Perdorm evror comrection as required

ATAT will retumn unguided messages

interface testing between GTE and ATAT

Test fles via CONNECT: Direct

8] B SN0 MR

Periodic review of control procedures

Lar
et

Data back up retained for 45 days

(24
N

Provide mutual written change nofification

g

Provide biling capabiity for Automalic
Call Completion on DA service.

Lo Accouny Manloance (77 ks & new rquirement ss of Y96, Has NOT been presented b GTE)

CUTPLOC Transaction Data - Notification
from swilch provider whenever customer
leaves ATAT Local through contact with
another LSP.

OUTPLOC Transaction Dats - Notification
o ATET Local whenever customer
swiiches LD carier dusing OUTPLOC.

OQUTPIC Transaction Data - Notification
from switch provider whenever ATST
Local cusiomer changes LD PIC
Information through another IXC.

Locad Service Disconnect Transaction
Data - Notification from the swilch provider
whenever the cusiomer leaves ATAT local
through contact with another LSP and

changes thew felephone number at the
same time,

3.26 PM
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AT&TIGTE LOCAL RESALE ARRANGEMENTS - Features/Services

AT&T REQUIREMENTS

" Retmirements

GTE
POSITION

Status

COMMITMENTS,
MILESTONES, OPERATIONAL TIMELINES

ACTION ITEMS

AT&T - GTE

No loss of feature or functionalify for all cal
types at paity with GTE services: same
dial fone and ringing

No loss of feature or functionaiity for ol call
types al parity with GTE services: same
capablity for either dial pulse or fouch tone

No loss of feature or functionality for all call
types at parity with GTE services: flat and
measured services

No loss of features or functionaiity for all
call types at parity with GTE services:
provide speech recognition as avaitable

No loss of feahure or funcionality for al call
types at parity with GTE services: same
exiended local free caling area

No loss of featurs or functionality for all call
types at parily with GTE sesvices: 1 +
Intral ATA toll caling

No loss of leature or functionalily for all cal
types at parity with GTE services.
Inter ATA Tol caling

No loss of feature or funconaiy for alf call
fypes at parity with GTE sevvices:
infemational caling.

No loss of feature or functionalily for all coll
types at parity with GTE services: ines as
well as Trunks (DID, DOD)

10

No loss of featuses or funclionality for all
call types at parity with GTE sevices:
Analog and Digital Private Line-all speeds

1

No loss of features or functionality for all
call types at parity with GTE services: oft-
premise exlensions

No loss of features or functionality for al
cal types at panly with GTE services:
Centrex

13

No loss of features or functionalty for o
cal types at parity with GTE services:

1
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AT&TI/GTE LOCAL RESALE ARRANGEMENTS - Features/Services

ATAT REQUIREMENTS ) GTE Status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL TIMELINES

. ATAT GTE
ISDN

14 GTE wilt provide acoess to al call types,
§00, 700, 800, 900, 976, and Dial Around
Services {10XXX) at parity with their own
sefvices.

15 | GTE will provide for pre-subscription for
InterL ATA Toll Services

16 GTE will provide for pre-subscription for
Inral ATA Toll Services

1 End Office Feahare: Distinctive Ringing
provided al wholesale rates and volume
discount.

2 End Office Feature: Repeat Dial provided
at wholesale rates and volume disoount.

3 End Office Feature: Multi-ine Munting at
wholesale rades and volume discount.

4 | End Office Feature: Call Waiting at
wholesale rates and volume discount,

5 End Offics Feature: Al others at parity
with GTE sesvice offering, at wholesale
rates and voksme discount.

6 CLASS Feature: Caller identification al ’ , ) ;

7 CLASS Feature: Call Screening at
wholesale rates and volume discount.

8 CLASS Feature: Call Tracing at wholesale
rates and volume discount.

9 CLASS Feature: Autoratic Call back / On
busy ("69) at wholesale rates and volume
discount.

10 CLASS Feature: Al others at parity with

GTE service offering. 3t wholesale rates

2
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AT&TIGTE LOCAL RESALE ARRANGEMENTS - Features/Services
ATA&T REQUIREMENTS - GTE Status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL TIMELINES
ATAT GTE
and volume discount T —
11 | Cal Blocking: 900, 700

12| CollBlocking: NPA, NXX, and NPA NXX ]

13 | CallBlocking: collect calls
" Call Blocking: 3rd parly Bl
15 Call Blocking: anonymors call rejaction

16 Custom Cafing: Call Forward at wholesale
rates and volume discount.

17 Cusiom Caling: Coll Forward / Busy at
wholesale rates and volume discount.

18 Custom Calling: Call Forward / No Answer
ot wholesale rales and volume discount.

19 Custom Caling: Call Forward Combination
Busy / No Answer at wholesale rates and
volume discount.

2 Custom Caling: Remole Access io Call
Forward at wholesale rates and volume
discount.

a) Cusiom Collirgy: Call Forward Select at
wholesale ates and voluemes discount.

2 Cusiom Caling: Three Way Calling at
wholesale rates and volume discount

23 Custom Caling: Speed Dial 8 and 30 at
wholesale rates and volumne discount.

M Custom Caling: Call Waiting at wholesale
rates and volume discount.

25 Custom Caling: Call Hold at wholesale
rates and volume discount, .

26 | Custom Calling: akl others at parily with
GTE service offering at wholesale rales
and volume discount.

3
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AT&TIGTE LOCAL RESALE ARRANGEMENTS - Features/Services
AT&T REQUIREMENTS GTE Status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL TIMELINES
AT&T GTE

GTE will provide the capability io oblain
NXX's at the same speed as GTE

GTE agrees to equat participation and
agreement with N11 assignments Line
class codes may be viable opfion fo
facitate implementation

GTE agrees 10 squal acoess o
identification of MINS (cellutar)

GTE agrees that PB manages NPANXX
splits 83 Number Administrator in
Califomia. Any spiits and overiays will be
discussed in the industry and approved by
the CPUC

GTE will provide LERG reassignment in
blocks of 100 numbers (avoid 10 dight
routing In AT&T swiich)

GTE agraes io number assighment
arbiration by a neutral party, not Bellcore

GTE agrees 10 assign a minimum of one
{1) NXX per rate center, or one (1) per
Central Office exckssively, subject o
Industry capabilities

GTE agmes lor long term NPANXX
Assigriment and Administration io
establish a neutral third party for the
fumishing and administration of numbers

4
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AT&TIGTE LOCAL RESALE ARRANGEMENTS - Features/Services

AT&T REQUIREMENTS - GTE Status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL TIMELINES
AT&T GTE
Number Portabiity
1 GTE wilt work out a means for interim
number portability within a geographic
area untit true number portability is

available, LRN solution preferred

2 GTE wilt support a database solution with
one (1) LNP dip per call

J | GTE agree to the establishment of an
Industry wide SMS managed by an
independent third party

4 | GTE agrees fo “Service Provider”
portabiity with kmited location portabilty

1 GTE wit provide access to Direclory
Assistance data so that AT&T can self
provision if's own Directory Assistance
service

2 | GTE will accept AT&T Listings info their
database

3 | Provide the capabiiity to route AT&T
customers 411 calls 10 AT&T

1 GTE will provide 2 customers or numbers
and or addresses per call, at parity on a
going forward basis

2 GTE will provide flexibility in the number of
look-ups provided per call, this 1o be set by
ATAT

3 GTE will provide name and address upon
request except for uniisted numbers, at

5
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AT&T/GTE LOCAL RESALE ARRANGEMENTS - Features/Services

AT&T REQUIREMENTS

parity on going forwand basis

GTE Status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL TIMELINES
AT&T GTE

GTE will provide call compietion 10 the
requested number when requested, at
parity on 8 going basis

GTE will provide a service that camies the
ATAT brand or no beand i branding is not
fechnically possible, at parity on a going
lorward basis

GTE will route the caller to ATAT, at parity
on a going lorward basis

GTE will route I the LEC with branding
when requesied by caller, at parity on a
going forward basis

GTE will agree that chamges associated
with ATAT Dicectory Assistance are sel by
ATAT, at parity on a going forwand basis

GTE will provide data (lsting data base)
that is Smely and al parity with GTE, at
parily on a going lorward basis

10

GTE will provide that any information

provided by ARV is repeated twice, at
parity on a going lorward basis

"

GTE will provide automatic call completion
provided at TSLRIC

12

GTE will provide service at same levels as
GTE and subject to same DMOQ's,
number of rings to answer, at parily on a
going lorward basis

13

GTE will provide service at same levels as
GTE and subject to same DMOQ's,
average work time, at parity on a going
forward basis

"

GTE will provide service at same levels as
GTE and subject to same OMOQ's,
disaster recovery opbons, at parity on a
going forward basis

15

GTE will provide service at same level as
GTE and subject fo same ememgerncy
listings (911, fire, police, etc.)

6
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AT&TIGTE LOCAL RESALE ARRANGEMENTS - Features/Services
ATA&T REQUIREMENTS - GTE Status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL TIMELINES

ATS&T GTE
0 5 o oo o S ——
16 | GTE wit provide a service for customers
removing service, refer 1o new 10 digit
number, at parity on a going forward basis

17 | GTVE will provide a service for customers
removing service, ropest new number
fwice on referral, at parity 0n a going
forward basis

18 | GTE wik provide a service for cusiomers
removing sesvice, refer o new DA, at
parity on a going forward basis

19 | GTE will provide a service for cusiomers
8t parity on a going forward basis
20 | Abilty %o waive charges for ATAT
handicapped customers

21 | Provide a process o verlly & document &
customer's exempt status

22 | GTE Yo provide 5 free calls at cost for DA.

&,
33
L
§
P
23
&3
¥
b
),

1 | Listings{white pages), lisls at no cost o
ATAT (1st number free for Business and
Residence)

2 | Listings {white pages), distribution of
direciory 1o ATAT cusiomers al no chame

3 | Listings (white pages), kst of ATAT
services and information {price, features,
availabiity}at parity with CLCs

4 ATAT requests 4 pages be made

7
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on cover, at no parity with all other
included CLCs

AT&T/IGTE LOCAL RESALE ARRANGEMENTS - Features/Services
AT&T REQUIREMENTS GTE Status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL TIMELINES
ATST GTE
W
equal paramelers
5 | Lisbngs (white pages), brand appearance

Listing (white pages), obtain concurrence
from ATAT prior to ¥¢ party sales

Listings (white pages), participate in
revenues from sales of istings fo 3rd
parties

Listings (white pages),
uniistediunpublished at liat price

Listings (white pages), provide a discount
for muliple listings

Listings (yeflow pages), first ksting free pes
ATAT cusomers

Listings (yellow pages), provide a “real
fime" knowledge of deadiines

Listings (yellow pages), provide a
commission oOn advertisements fom ATAT

Listings {yellow pages), provide ATAT with
the atiidy to bill the end user

.«;{tm ; n

%, R TR I M

-, . eS -l
b R

AP IRI L.
Provide the capability 1o route Operator
calis to ATAT by: Line Class Codes,

Separate Trunk Groups (0+, 0-, 00+ 00-)

(00 incurs access)

Provide access to LIDB for number

8
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AT&T/GTE LOCAL RESALE ARRANGEMENTS - Features/Services
AT&T REQUIREMENTS . GTE Status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL TIMELINES
AT&T GTE
A e S ——————
vaiidations
3 | Provide access o GTE Emergency
Number Database or Listings

1o TLN Calling Card entry and verification

GTE will provide a fuli range of Operator

" , .
P S R o | W SPLNL S W N SIPN § PRI ¥

8 Lo It S ot o e B 45 e

b it e skl ey i

Provide the option 10 use GTE Local Opr.
Sve.

GTE will provide a full range of Operator
Service funcons, including but nof limiled
o TLN Calling Card lnfercept

GTE will provide the Operator Services
“branded” as AT&T compiete with the
"AT&T sparkie fone bong”

GTE will provide Operalor Services
accessile by "0 +* and O -* dialing

GTE will provide a full range of Operaior
Service functions, including but not mited
1o Cobect Person to Person/Station o
Station calls

GTE wit provide a wholesale pricing option
for operalor handled cals

GTE will provide the ability o quole ATST
rates

GTE wil provide a full range of Operator
Service functions, inciuding but not limited
fo Third party billing

10

GTE will provide a full range of Operator
Service functions, including but not limited
1o Busy fne verification and imerrupt

1))

GTE will provide a full range of Operator
Service funclions, including but not limited
1o Rate verification

12

GTE will provide a full range of Operator
Service functions, including but not kmited
o Handicapped caller assistance

9
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AT&T/GTE LOCAL RESALE ARRANGEMENTS - Features/Services

13

AT&T REQUIREMENTS

GTE will provide a full range of Operator
Service funclions, including but not limited
fo Emergency call assist

GTE
POSITION

Status

COMMITMENTS,
MILESTONES, OPERATIONAL TIMELINES

ACTION ITEMS

AT&T GTE

m

4

GTE will negotiate DMOQ's for the
provision of this service which will inchude
number of rings to answer

15

GTE wilt negotiate OMOQ's for the
provision of this service which will include
average work me

16

GTE will negotiate DMOQ's for the
provision of this service which will include

disasier recovery (work sioppage,
fechnical faluve, natural disasier, weather)

17

GTE will provide TLN Caling Card
Services per guidelines

18

GTE will provide Instant credit on calls per
guidelines

19

GTE will provide time and charges when
requesied per guidelines

GTE will route Interl ATA Operator calls to
ATET when requesied per guideines

2

GTE will provide Emergency calls per
guidelines

22

GTE will provide nodification of the length
of call per guidelines

23

GTE wil provide reat time rating of cals
per guidelnes

24

GTE will provide for automation as it
becomes available

10
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AT&T/IGTE LOCAL RESALE ARRANGEMENTS - Features/Services

AT&T REQUIREMENTS

GTE will confinue fo provide the abiity for
ATAT to procure T1.5 lines for Dedicated
Cand/iOperator Service traffic, at a

wholesale and commercially viable basis.

GTE
POSITION

Status

COMMITMENTS,
MILESTONES, OPERATIONAL TIMELINES

ACTION ITEMS

AT&T GTE

RPN Lo i‘_‘zh\‘! EET ,.«" o2

GTE will provide the ability to procure all
blocking, screening, and a other functions
for swilched Hospitaity ines. These
featres should be unbundied from the line
chames.

Provide the capabilities required for
Liteline services at parity on 3 going
forward basis, this includes a billing plan,
access io the subsidy pool, efc.

N, S0k 8 T TR N "

Voice Mel

i ot AL [y o8

TR R T

WIR BRI Th

» Ay B Y
RPN Hasy ‘&?‘

MZE 1. X o T X

"] GTE wi make avatable the SMD! -

Station Message Desk Interface feature
capabiity aflowing for Voice Mail services

GTE wilt make available the MW! -
Message Waiting Indicator feature
capabiity allowing for Voice Mat services

GTE will make available the CF-B/DA -
Call Forward on Busy/Don't Answer
feature capabiity akowing for Voice Mail
services

GTE will make avadable the tarfl SMDI-E

1
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AT&T/GTE LOCAL RESALE ARRANGEMENTS - Features/Services
ATAT REQUIREMENTS - GTE Status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL TIMELINES

AT&T GTE

I e o e S E—

5 | GTE will provide Voice Mail Platform.

1 | GTE wil provide all services and features
' at wholesale pricing including volume
discounts. Inlerim rates will be negotialed
for Services and Features under contract
where pricing flexibilily is allowed under
Cat 2 {io be filed i, required, by CPUC).

2. | GTE wil give at least 30 days notios of

anticipaled changes 10 prices, terms and
exchange boundaries in sufficient ime fo
allow cusiomer nolification and make the

necessary changes i retadl prices

5 i . w
. o

Maintain and Saleguard all cusiomer
information, assure privacy

GTE will accept blanket LOAS

GTE wik work joinly In securily matiers as
they relate 1o ATAT Cuslomers in a resale
environment 0 provide access 10 or work
in concert with the cal annoyance bureau

GTE and ATST wilt work jointly in security
3 | matter o support law enforcement agency
ekc)

4 | GTE will work jointy i security matiers as
they relate 1o ATAT Customers in a resale

12
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AT&T/GTE LOCAL RESALE ARRANGEMENTS - Features/Services

ATAT REQUIREMENTS - GTE Status COMMITMENTS, ACTION ITEMS

POSITION MILESTONES, OPERATIONAL TIMELINES
- ATAT GTE
environenent 1o provide for prolection of

company assels

5 | GTE and ATAT wil work jointly 10 provide
access 1o or work in concerd with the Cal
Amnoyance Bureau

6 | GTE sndATAT witl work jointly
maintain the abllly 1o access nes in
mmmma

F TR

1. | Provide access 0 911£911ina
fransparent manner io tha end user

Provide the abity 10 popuiate the 911
2. | databases in a imely manner at parity with
GTE

911 avaitability within 1 month of market
3 | entry

1. | Provide inside We service maintained by
GTE and branded as AT&T:includes time
and charges and Fixed Term
Maintenance Plan
Establish a mutually beneficial

2 | amangement 1o resefl inside Wire
provisioning and maintenance

13
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AT&T/GTE LOCAL RESALE ARRANGEMENTS - Features/Services

AT&T REQUIREMENTS ) GTE Status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL TIMELINES
» ATAT GTE

‘m

[T, R

Agree to mutuat participation in Disaster
Recovery plans

Provide timely notification of any outage
1 | which has an eflect on ATAT Customers,
Central Office outages

Provide fimely nofification of any outage
2 | which has an eflect on ATAT Customers,
Faciity outages such a3 cable cuts,
repaater fallures, elc.

Provide timely nolificaion of any outage
3 | which has an eflect on ATAT Customers,
Commercial power outages

Provide timely notification of any outage
4 | which has an eflect on AT&T Customers,
Loan sharing situations

Provide timely notification of any outage
§ | which has an eflect on AT&T Customers,
Subscriber Loop problems

Provide timely noification of any outage
6 | which has an eflect on ATST Customers,
Signaling network problems

Provide mely nofification of any outage
7 | which has an eflect on ATST Customers,
General network congestion

Provide fimely notification of any outage
8 | which has an eflect on ATAT Cuslomers,
Any oher issue which has or could have a
negative effect on ATAT Customer service

14
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AT&T/IGTE LOCAL RESALE ARRANGEMENTS - Features/Services

ATA&T REQUIREMENTS g GTE Status COMMITMENTS, ACTION ITEMS
POSITION MILESTONES, OPERATIONAL TIMELINES

AT&T GTE

1 | GTE will provide the ability 1o procure »
Payphone lines {same as business) at &
wholesale price that is commercially viable,

2 | GTE wil provide competitively simias
capabiies:

Coln rating

Answer supervision {coin drop)

Access lo maintenance/ diagnostic
platiorm

15
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