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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
REVIEW OF BELLSOUTH

)
TELECOMMUNICATIONS, INC.'S ) CASE NO. 99-434
PRICE REGULATION PLAN )

ORDER

The Commission established this proceeding to review the terms of the price
regulation plan of BellSouth Telecommunications, Inc. (“BellSouth”) and examine
options for modifications to the plan. BellSouth has filed its response to the audit report
conducted by Vantage Consulting, Inc. and has filed its productivity analysis and
proposed changes to the price regulation plan.

BellSouth should respond to the following requests for information:

1. BellSouth’s equity returns have been high over the past few years. The
Audit Report discusses the total factor productivity (“TFP”) index as being
“backward-looking” and states that BellSouth achieved its productivity gains in part by
decreasing its workforce.

a. Explain why productivity gains are going to diminish over the next
two years.

b. If BellSouth’s earnings remain high, is this a sign that BeliSouth is

continuing to experience productivity gains in excess of the inflation rate?




C. BellSouth is currently restructuring its labor force in certain
categories. Does this counteract some of the productivity losses sustained from hiring
additional labor in other categories? Explain.

d. Provide BellSouth’s projections for the next 2 calendar years for
intrastate regulated revenues, regulated expenses, and taxes by major Part 32
accounts.

e. Explain the current status of the Federal Communication
Commission’s (“FCC”) deliberations regarding the productivity factor applicable to price
cap companies.

2. Provide a complete price out of the services currently in each market
basket.

3. Provide a complete price out of the services as proposed in each renamed
and restructured market basket.

4. Would BellSouth advocate that all incumbent local exchange carriers
(“ILECs") in Kentucky eliminate their respective non-traffic sensitive revenue
requirement (‘“NTSRR”) in the same manner as it is advocating for itself? Explain.

5. If the Commission eliminates NTSRR, how will the coming changes in the
structure of access charges at the federal level be handled in Kentucky? Explain in
detail.

6. Provide the cost studies supporting proposed UNE non-recurring charges,
as well as all workpapers and explanations.

7. a. Provide the UNE price lists by state for all UNEs, including non-

recurring charges, resulting from arbitration proceedings in any BellSouth state.




b. Regarding these other state arbitration proceedings, are there any
UNE rates for which a BellSouth cost model was not used? If so, which UNE rates and
what cost model were used?

8. Is BellSouth aware of any price cap plan containing market baskets
structured similarly to those in its proposal? Explain.

9. Regarding Service Quality Measures, is BellSouth aware of any measures
being contemplated at the FCC which would impact those “services” in the proposed
“industrial” or “retail” market baskets? If so, list the items and explain.

10. Regarding Service Quality Measures, are there any arbitration proceeding
decisions or any ongoing arbitration proceedings in any BellSouth state, containing
Service Quality Measurements that would impact any of the proposed market baskets?
If so, list by state and explain.

11. For those services in the proposed ‘“industrial” market basket, what
competitive pressures will discipline BellSouth to maintain high levels of service quality,
especially after it enters the interLATA markets?

12.  What does BellSouth see as alternatives if the Commission decides not to
raise local rates, as proposed in its filing?

13. IfNTSRR is eliminated by rolling it into local rates, then how should further
access charge reform at the federal level be treated in Kentucky?

14. a. How does the Coalition for Affordable Local and Long Distance

Services (“CALLS") proposal affect BellSouth’s filing? Explain.




b. Since the CALLS proposal agrees to continue with a 6.5 percent
productivity factor, does BellSouth see any conflict with the auditor's reports, which
recommends discontinuation of the productivity factor? Explain.

IT IS HEREBY ORDERED that BellSouth and other parties shall comply with the
procedure set forth herein.

1. By March 24, 2000, BellSouth shall respond to the items requested herein.

2. By April 7, 2000, parties may submit additional requests to BellSouth.

3. By April 24, 2000, BellSouth shall respond to the additional requested
items.

4. By May 8, 2000, direct prefiled testimony of all witnesses shall be
submitted.

5. Any party filing testimony shall file an original and 12 copies. The original
and at least 3 copies of the testimony shall be filed as follows:

a. Together with cover letter listing each person presenting testimony.

b. Bound in 3-ring binders or with any other fastener which readily

opens and closes to facilitate easy copying.

C. Each witness’s testimony should be tabbed.
d. Every exhibit to each witness’s testimony should be appropriately
marked.
6. There shall be a public hearing in Hearing Room 1 of the Commission’s

offices at 211 Sower Boulevard, Frankfort, Kentucky beginning at 9:00 a.m., Eastern

Daylight Time, on June 6, 2000. Opening statements, closing statements and direct

testimony shall be permitted only upon special leave.




Done at Frankfort, Kentucky, this 10th day of March, 2000.

By the Commission

ATTEST:

Executive Difettor




- COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KENTUCKY 40602
www . psc.state.ky.us

Paul E. Patton (502) 564-3940
Governor Fax (502) 564-1582

January 10, 2000

Creighton E. Mershon, Sr., Esq.
General Counsel-Kentucky
BellSouth Telecommunications, Inc.
601 West Chestnut Street, Room 407
P. O. Box 32410

Louisville, Kentucky 40232

RE: Letter for Confidential Protection

Case No.: 99-434

Dear Mr. Mershon:

Ronald B. McCloud, Secretary
Public Protection and
Regulation Cabinet

Helen Helton
Executive Director
Public Service Commission

The Commission has received your letter filed December 17, 1999, to protect as confidential
Attachment 4 to Bell South's Transition Regulation Plan, all part of Bell South's response to PSC
order dated 10/25/99 regarding Management Audit. A review of the information has determined
that it is entitled to the protection requested on the grounds relied upon in the letter, and it shall

be withheld from public inspection.

If the information becomes publicly available or no longer warrants confidential treatment, you
are required by 807 KAR 5:001, Section 7(9)(a) to inform the Commission so that the

Sincerely,
Q%\‘E a ( . \Of\
C. Helton }

Executive Director

information may be placed in the public record.

'nucAﬂou
PAYS

AN EQUAL OPPORTUNITY EMPLOYER M/F/D
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BELLSOUTH

BellSouth Telecommunications, Inc. 502 582-8219 . Creighton E. Mershon, Sr.
P. 0. Box 32410 Fax 502 582-1573 General Counsel - Kentucky
Louisville, Kentucky 40232 , Internet
or Creighton.E.Mershon@bridge.bellsouth.com
BellSouth Telecommunications, Inc.
601 West Chestnut Street, Room 407

Louisville, Kentucky 40203 . RECEI VED

December 21, 1999

Helen C. Helton

Executive Director %‘Q 2 <§\
Public Service Commission %f%@ {%@ <>
730 Schenkel Lane }Q%%% .

P. O. Box 615 <<

Frankfort, KY 40602

Re: Review of BellSouth Telecommunications, Inc.’s Price
Regulation Plan
PSC 99-434

Dear Helen:

In connection with BellSouth’s filing in the above-
captioned case on December 17, 1999, reference is made to
footnote 8 on page 5 of the Response of BellSouth.
Telecommunications. The footnote indicates the “USTA Ex Parte,
September 10, 1999, filing in Docket No. 94-1 by Linda Kent” is
attached to the pleading itself. Actually, the USTA Ex Parte
TFP Study Update is included in BellSouth’s filing as Attachment
6 to the BellSouth Transition Regulation Plan.

Sincerely,

el

Creighton E. Mershon, Sr.
cc: Parties of Record
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®
® BELLSOUTH

BellSouth Telecommunications, Inc. 502 582-8219 Creighton E. Mershon, Sr.
P. 0. Box 32410 Fax 502 582-1573 General Counsel — Kentucky
Louisville, Kentucky 40232 Internet
or Creighton.E.Mershon@bridge.bellsouth.com
BeliSouth Telecommunications, Inc.
601 West Chestnut Street, Room 407
Louisville, Kentucky 40203

December 17, 1999

Helen C. Helton

Executive Director %agzé

Public Service Commission ésyby
730 Schenkel Lane 0501 @@
P. O. Box 615 . ?1999
Frankfort, KY 40602 : ﬁ‘%c

o

Re: Review of BellSouth Telecommunicatioffs, Inc.'’s Price
Regulation Plan '
PSC 99-434

Dear Helen:

Enclosed for filing in the above-captioned case are the
original and ten (10) copies of BellSouth’s response to the
Commission’s October 25, 1999, Order in this case.

A portion of the filing (Attachment 4 to BellSouth'’s
Transition Regulation Plan) contains confidential, commercial,
or proprietary information. Similar information was granted
confidentiality by the Commission in Administrative Case 360 on
February 2, 1998.

One copy of the proprietary information is provided to the
Commission, and to the Attorney General, AT&T, MCI, and Sprint
pursuant to Confidentiality Agreements signed by those parties
in Case No. 94-121, Application of BellSouth Telecommunications,
Inc. d/b/a South Central Bell Telephone Company to Modify its
Method of Regulation.

The Commission’s Order of October 25, 1999, requires
service on parties to Case 94-121. In complying with that
order, BellSouth has consolidated certain entities where they
had multiple names listed. Consultants were not served, only
the entities they represented were served.



mailto:hton.E.Mershon@bridge.bellsouth.com

Helen C. Helton
December 17, 1999
Page 2

Ten edited copies are provided to the Commission and an
edited copy is provided to all parties of record. Should any
other party want a copy of the proprietary information, a copy
will be provided pursuant to execution of an appropriate
Protective Agreement.

Sincerely,

Creighton E. Mershon, Sr.
Enclosures
cc: Parties of Record

190427




CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing was served on
the individuals on the attached Service List by mailing a copy

thereof, this 17th day of December 1999.

Conialt Vovons o

CreigHton E. Mershon, Sr.
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In the Matter of:
REVIEW OF BELLSOUTH TELECOMMUNICATIONS, ) CASE NO.
INC.'S PRICE REGULATION PLAN ) 99-434

RESPONSE OF BELLSOUTH TELECOMMUNICATIONS

In its October 25, 1999 Order in this case, the Kentucky Public Service
Commission (“Commission”) directed BellSouth Telecommunications, Inc.
(“BellSouth”) to file a response by December 17, 1999. The requested response is to
include not only BellSouth’s response to the audit report, but also a productivity analysis,
and any changes to the price regulation plan BellSouth may propose. Pursuant to the

Commission’s Order, the following is BellSouth’s response.

RESPONSE TO THE AUDIT REPORT

The audit report accurately reflects BellSouth’s performance under the price
regulation plan, and effectively depicts the regulatory challenges facing the industry in
the present as well as in the future!. In particular, BellSouth gives special endorsement to

the following recommendations made by the auditors:

I1I-R2 More communication among the Commission, BellSouth, and other
industry participants,
IV-R2 Revision of service objectives,

! Although BellSouth is in general agreement with the auditors' findings and recommendations, BellSouth
does have a differing position with respect to the auditors’ recommendation to leave the three service
categories as they are.




V-R1 Removal of productivity index from the plan,

VII-R1 Initiation of proceedings to 1) eliminate subsidies from retail rates, and
2) de-average Unbundled Network Elements (“UNEs”), and

VII-R2 Movement forward with rate re-balancing efforts.

The audit report is progressive in its recognition that BellSouth can play a positive
role in the economic development of the Commonwealth. The current
telecommunications marketplace affords Kentucky, the Commission, and the industry an
opportunity that must be seized. As the auditors point out in Chapter III of the audit
report (see pages 66 and 67), BellSouth already has an impressive record in its
involvement with Kentucky's economic development through its many contributions and
participation in projects like the Telecommunications Research Center and the Kentucky
Information Highway (“KIH”). BellSouth wélcomes the opportunity to work with the
Commission and the industry in creating a climate that encourages additional investment
and programs to enhance the economic health of the Commonwealth and to accomplish

policy objectives the Commission identifies.

PRODUCTIVITY ANALYSIS

As stated above, BellSouth endorses the auditors' recommendation that the
productivity index be eliminated from the plan. The auditors concluded that the
productivity index is not relevant to today’s marketplace and, indeed, in the long run,
drives prices irrationally when competition in the residence marketplace is desired.
BellSouth, therefore, agrees with the auditors' opinion (see page 120) that the

productivity study should not be required. However, to be responsive to the




Commission's Order, BellSouth has attached the United States Telephone Association
(“USTA”) update to the Federal Communications Commission (“FCC”) Total Factor
Productivity (“TFP”’) methodology filed by the USTA for the industry at the FCC.

The FCC’s 1997 Price Cap Order” established 6.5% as the annual X-factor,
effective July, 1996. USTA, BellSouth and others appealed this aspect of the FCC’s
1997 Price Cap Order. On May 21, 1999, the United States Court of Appeals for the
District of Columbia Circuit’ reversed and remanded the FCC’s X-factor decision to the
FCC. The remand was based on the fact that the FCC staff’s interpretation of its own
study results did not support an X-factor of 6.5%. The Court allowed the 6.5% X-factor
to be applied while setting a deadline of April 1, 2000 for the FCC to respond. On
November 15, 1999 the FCC adopted a rulemaking proceeding® seeking comment on the
X-factor in the Price Cap LEC interstate pricing formula. The rulemaking proceeding
seeks comments on alternatives to set the level of the X-factor, retroactively, for the
remand period and prospectively.

Since the Kentucky Price Regulation Plan was adopted, much experience and
expertise has been gained with productivity studies. BellSouth has been participating in
an industry process (for large telecommunications companies) to develop industry-based
productivity studies. Professor Frank M. Gallop previously filed a “Statement in Support
of BellSouth Reply Comments” in the FCC’s proceedings on the X-factor’ indicating that

the only appropriate way to set a “fair” X is on an industry basis. Based upon these

2 Price Cap Performance Review for Local Exchange Carriers, Fourth Report and Order in CC Docket
No.94-1 and Second Report and Order in CC Docket No. 96-262, 12 FCC Red 16642 (1997) (“1997 Price
Cap Review Order”)

3 USTA v. FCC, 188 F.3d 521 (D. C. Cir 1999) (“USTA v. FCC")

4 FCC Docket No. 94-1; 96-262, Further Notice of Proposed Rulemaking, issued November 15, 1999.

5 CC Docket No. 94-1, Reply comments of BellSouth, March 1, 1996; pp. 4 and 42 — 44.




proceedings, it is clear that superior performers compared to industry peers can reap the
rewards of their efforts and weaker performers are pressured to try harder to catch up.
ATT, MCI, Ad HOC, and the FCC have all been using industry-based TFP studies since
1996. In fact, in its May 1999 remar‘ld6 of the 6.5% X-factor, the Court of Appeals for the
District of Columbia upheld the FCC’s position that "total company" was an appropriate
basis for a TFP study. The Court rejected intervenor claims favoring an “interstate only”
productivity analysis’. USTA and BellSouth strongly suﬁported conducting an “X-factor”
study only on a total company basis due to joint and common costs, mixed use of plant,
and the arbitrariness of accounting separations.

As the auditors concluded, TFP studies are inherently backward looking. For
example, the industry, and BellSouth in particular, have made significant improvements
in headcount per 10,000 access lines as reflected in Table 1, but this major source of
productivity gain is unlikely to continue in the future.

Table 1: RBOC and BellSouth Improvement in Employees per 10,000
Switched Access Lines

Average of RBOCs BellSouth Region
Excluding BellSouth

End of 1992 36.49 42.51

End of 1998 25.16 23.76

Improvement (11.33) (18.75)

8 USTA v. FCC

T USTA v. FCC (“In the first place it is not clear that “interstate productivity,” as opposed to total company
productivity, is measurable, or even economically well-defined. This is so because direct productivity
measurement requires measurement inputs, and there is no obviously meaningful way to segregate LEC
interstate and intrastate inputs because, as is undisputed, ‘interstate and intrastate services are usually
provided over common facilities.” 1997 Order, 12 FCC Red at 16,685, p 107. The Commission had
previously recognized this analytical difficulty, questioning ‘whether it would be possible to develop
separate production functions for interstate and intrastate services,’ id., and it never unambiguously

declared the issue resolved”).




The following chart reflects the trend reversal in employees per 10,000 access

lines for BellSouth in Kentucky.
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As the audit report indicates, the role of the X-factor should be supplanted by

competition and market forces. This is particularly true now that the implementation of

the Telecommunications Act of 1996 (“the 1996 Act”) has removed barriers to entry and

allows Competitive Local Exchange Carriers (“CLECs”) to leverage off BellSouth’s
economies of scale, as reflected in favorable wholesale prices and portable universal
service support. Future profit margins will be pressured and market share losses will
reduce BellSouth’s opportunity for productivity gains at its past pace and competition
will ensure price benefits in lieu of any “X factor”.

On September 10, 1999, USTA made an Ex Parte filing® with the FCC updating

the FCC X-factor methodology with BOC industry TFP data for 1998. This filing

8 USTA Ex Parte, September 10, 1999 Docket No. 94-1 by Linda Kent of USTA (copy attached)




| ‘ indicates industry productivity has been slowing from higher levels (when, as indicated

above, headcount cuts were stronger) as shown in the following chart.

Industry TFP based X-Factor

Factor

1994 1995 1996 1997 1998
Year

As a final consideration, the Coalition for Affordable Local and Long Distance
Services (‘CALLS’)’ filed a proposal10 with the FCC on July 9, 1999 that is currently out
for comment. That proposal included provisions to set the federal X-factor at inflation
after accomplishing certain interstate access service pricing objectives. While this plan

may be ultimately modified, it is another indication that industry participants recognize

that the X-factor is inappropriate for the long term regulation of the rapidly changing

telecommunications industry.

10 Ex Parte letter from John Nakahata of Harris, Wiltshire & Grannis, LLP to Ms. Magalie Roman Salas,

9 CALLS members are AT&T, Bell Atlantic, BellSouth, GTE, Sprint and SBC.
Office of the Secretary Federal Communications Commission, July 29, 1999.




PROPOSED CHANGES TO THE PRICE REGULATION PLAN

The regulation of BellSouth during the evolution to a fully competitive industry
should take into account the critical aspects of the changing industry framework and the
changing roles of both regulators and BellSouth. As regulators and the industry have
developed the framework for the competitive local marketplace, numerous proceedings
have produced decisions that impact the overall regulation of BellSouth and its
contribution to the goals of the Commonwealth. BellSouth herein submits modifications
to the current Price Regulation Plan (“PRP”) entitled the BellSouth Transition
Regulation Plan (“TRP”). The PRP provided a transition from earnings based Incentive
Regulation to a more competitive framework in which prices rather than earnings were
regulated as the industry méved toward a fully competitive, deregulated environment.
The Transition Regulation Plan is simply the next step in transitioning toward the same
end as the PRP but the competitive market has developed to the point that most retail
prices can now be controlled by the market''. The Commission’s focus can now shift to
matters that foster and protect that competition. The TRP thus integrates the critical local
competition issues and the relevant regulatory framework into a comprehensive plan that
balances the needs of the Commission, BellSouth, its customers, and the industry.

On December 10, 1999, the Commission issued an Order in Administrative Case
No. 360 addressing the cost model selection for the intrastate Universal Service Fund
(“USF”). In addition, on that same date, the Commission opened two new

Administrative Cases, Nos. 381 and 382, concerning the certification of the use of federal

' The determination of deaveraged UNE prices and Universal Service support will establish price control
in the residential market.




high cost support funds and the deaveraging of UNE prices, respectively. .BeIISouth will
participate fully in these proceedings but hastens to point out that, while those matters
can be separately evaluated, they are intrinsically linked in their effect on the
marketplace. BellSouth’s comprehensive TRP recognizes that intrinsic link and provides
for the incorporation of these major decisions into BellSouth’s regulatory framework.
The plan is presented as a comprehensive resolution to the issues raised by the auditors
and by the Commission’s Orders, at least on an interim basis, until the Commission’s
administrative cases are completed. Specifically, BellSouth’s TRP accomplishes the
following:
o Deaveraged UNE prices.
e Lower non-recurring charges for UNEs.
o Certification of the federal USF amount and implementation of an intrastate
USF without a separate line item on customers’ bills.
e Rebalance of the BellSouth rate structure within the parameters of the
current plan and, after the rebalance, a limit on basic residential increases to
inflation rather than 10%.
e Elimination of the NTSRR.
e Ubiquitous opportunity for local competition.

Because BellSouth operates in a dynamically changing industry, it is important to
craft a regulatory plan that looks beyond the present industry realities to the future
telecommunications market in Kentucky.

Even though the current BellSouth PRP has been successful over the last four

years, there is significant support to move across the continuum of regulation to a more




flexible regulatory environment for the retail marketplace while the “wholesale’” market

expands subject to market forces as envisioned by the 1996 Act. Logically, the

regulators' focus should shift to the prices of services provided by BellSouth to other

carriers, and to the quality of service provided by all competitors.

190462

Respectfully submitted,

Cogtbe e boo

Creighton E. Mershon, Sr.

601 W. Chestnut Street, Room 407
P. O. Box 32410

Louisville, KY 40232

(502) 582-8219

R. Douglas Lackey

Thomas B. Alexander

A. Langley Kitchings

Suite 4300, BellSouth Center
675 W. Peachtree Street, N.E.
Atlanta, GA 30375

(404) 335-0765

COUNSEL FOR BELLSOUTH
TELECOMMUNICATIONS, INC.




BELLg)UTH TRANSITION REGULATION PLAF Eive D

DEC 1 71999

Introduction Pugy, ‘
K 8ERVIcE

The Kentucky Public Service Commission (“the Commission”) has been forward
looking and progressive in its approach to the regulation of BellSouth
Telecommunications, Inc. (“BellSouth™). BellSouth’s Price Regulation Plan (“PRP”)
was one of the significant steps taken by this Commission to move the industry and the
Commonwealth to a more competitive marketplace. In its Order establishing the PRP,
the Commission called for a focused management audit after four years to evaluate
whether the plan met its stated objectives and whether any adjustments to the plan were
necessary in the future. Vantage Consulting, Inc., (“Vantage”) working for the
Commission as a result of the Commission’s Order, conducted a focused management
and operations audit of BellSouth from April through October of 1999. In its report,
Vantage states: “Our overall assessment of the PRP during the last four years concluded
that it was effective, but now needed changes to reflect the industry transition to
competition.”!

In addition, other industry experts are advocating bold action as the pace of
change in the industry accelerates. For instance, according to Cisco Systems: “There is a
high probability that decades-old business models in the telecommunications industry
will not survive in the New Internet Economy.®™ Companies who wish to thrive in this
New World of communications must adopt new ways of doing business.”® Dr. Robert

G. Harris, Professor Emeritus and former Chair of the Business and Public Policy Group

! Final Audit Report, Vantage Consulting, Inc. at p. 5,
% “Migrating to a New World Model”, Cisco Systems Whitepaper,
http://www.cisco.com/warp/public/cc/cisco/mkt/servprod/tech/migra_wp.htm
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at the Haas School of Business, University of California at Berkeley, and principal of the
Law and Economics Consulting Group, Inc. (‘LECG”) states, “Given the extreme pace
and dramatic nature of the changes in telecommunications, regulation that worked in
yesterday’s world will not work in today’s or tomorrow’s environment. As technological
advances occur at an increasingly rapid pace, new entrants can quickly become serious
competitors with lower costs. Immediate scale economies are no longer necessary for
new competitors to either enter or expand. These changes necessitate a new, more
flexible approach to telecommunications price regulation in Kentucky.. >3

At the same time, Vantage recognized the intrinsic partnership between the
Kentucky Commission and the Federal Communications Commission (“FCC’) in
carrying out the objectives of the Telecommunications Act of 1996 (“the 1996 Act”).
Chapter VII of the Final Audit Report presents Vantage’s “Platform Towards
Deregulation”. This “platform” considers the unbundled network element (“UNE”)
definition, pricing and the deaveraging of those prices, the effect of these items on
BellSouth retail rates, and the rate rebalance and/or universal service support that results
from accommodating competition under these conditions.

On December 10, 1999, the Commission issued an Order in Administrative Case
No. 360 addressing the cost model selection for the intrastate Universal Service Fund
(“USF”). In addition, on that same date, the Commission opened two new

Administrative Cases, Nos. 381 and 382, concerning the certification of the federal high

3 “Regulation in the Dramatically Changing Telecommunications Environment”, Robert G. Harris, June 30,
1999
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cost support funds and the deaveraging of UNE prices, respectively. BellSouth will
participate fully in these proceedings, but hastens to point out that these issues are
intrinsically linked in their effect on competition and prices in the marketplace.
BellSouth’s comprehensive TRP recognizes that intrinsic link and provides for the
integration of these major decisions into BellSouth’s regulatory framework. The TRP is
presented as a comprehensive resolution to the issues raised by the auditors and by the
Commission’s Orders, at least on an interim basis, until the Commission’s cases are
completed.

The current plan is tariffed in Section A36 of the General Subscriber Services
Tariff. The remainder of this document will be organized as a description and
justification for modifications to the A36 Tariff (included as Attachment 1). As a result,

the remainder of this document follows the outline provided on the following page.
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I. Modification of the Plan’s objectives

The Vantage audit report recommends the addition of two objectives to the five
existing objectives of the plan. These two objectives are to:
e Permit all BellSouth-KY retail rates to move towards incremental cost or market
price.
¢ Ensure that the PRP does not hinder the potential introduction of competition to
all markets in Kentucky.
The audit report states:
“The first new objective also has an impact on business rates, toll
rates, vertical services and access charges. The benefit from this
PRP objective is a KPSC realization that the entire BST-KY retail
‘ rate structure and its inherent subsidies need to be acted upon

sooner rather than later.

The second proposed new objective simply assures all current and
potential competitors within Kentucky that the PRP will not place
them in an unfair competitive position with respect to BST-KY. It
also reflects a view that no regulatory action, by itself, can force or
guarantee that competitors will come into Kentucky and offer a full
package of services to all customers, residential and business,

regardless as their location, urban or rural.™

4 Audit Report, p. 127.
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BellSouth believes that these two objectives are reasonable additions to the plan
when taken together with the other modifications to the Plan proposed herein.
BellSouth’s proposal includes a modest rate rebalance, the deaveraging of unbundled
network element rates and the calculation of the intrastate universal service high cost

support requirement . All of these proposals are in keeping with these new objectives.

IL Classifications of services, including tariff requirements and pricing rules

As quoted above, industry experts and Vantage recognize that the industry is in
transition as the 1996 Act is being implemented. Vantage also recommends that the
Commission reevaluate its role in the future of the telecommunications industry.

The audit report found no reason to modify the existing three categories of service
in the plan. BellSouth respectfully disagrees. The bulk of the Commission’s activity in
recent months and the bulk of the Commission’s activity in the future will deal with
facilitating competition, and administering the relationship between BellSouth and its
competitor-customers. BellSouth, therefore, proposes to restructure the existing plan’s
three categories — Non-competitive, Access and Competitive to three new categories --
Industrial, Access and Retail. The Industrial Category includes those areas where the
Commission has spent the largest portion of its telecommunications time in recent
months. BellSouth believes it is this category that will continue to involve the
Commission most heavily in the future. Intrastate interexchange carrier access is a

subset of the Industrial Category but has some characteristics of a retail service also. Due
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to the nature of the service, the separate access reform activities at the interstate level, as
well as a continued commitment to mirroring access charges in Kentucky, access is left
as a separate category. Finally, the retail category will be rate governed by the
marketplace and the Commission’s focus will transition to oversight of the quality of

service.

A. Industrial Services

The Industrial Services Category includes all services provided on a wholesale
basis, as well as regulatory programs that are rate affecting but not services per se, such
as, Lifeline and Universal Service. Intrastate Interexchange Carrier access charges, while
included in this definition, are maintained in a separate category. Therefore, the
Industrial Category includes Unbundled Network Elements (UNEs) rates, terms and
conditions; resale discounts and conditions; intrastate Lifeline rates and procedures; and
the intrastate Universal Service High Cost Fund.

1. Unbundled Network Elements

BellSouth will provide all UNEs ultimately required by the Telecommunications
Act 0f 1996. The Commission will approve the provision of UNEs through its role as
approval authority of negotiated interconnection agreements, arbitrator of disputes arising
out of the negotiation process resulting in arbitrated interconnection agreements, and in

its role of complaint resolution (if any complaint arises regarding UNE provisioning).
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a. UNE rates

Current UNE rates are those approved by the Commission in Case Nos. 96-348
and 96-482, the MCI and AT&T arbitration cases, respectively, and are cost based.
There are at least two ways that newly approved rates would be available to CLEC:s.
Rates as filed, for example, in a Statement of Generally Available Terms and Conditions
(“SGAT”) could be changed on sixty days notice and would be accompanied by an
appropriate cost study. However, the rates embodied in interconnection agreements
developed through negotiation and/or arbitration would only be changed subject to
renegotiation or rearbitration as permitted by the existing agreements.
UNE deaveraging
The FCC order issued on November 5, 1999 in CC Docket 96-98 requires the
establishment of deaveraged UNE prices by May 1, 2000. Chapter VII of the audit report
portrays the inherent relationship among UNE deaveraged prices, the size of the
Universal Service Fund, and the Commission’s establishment of a framework that sets
the stage for statewide competition. The Commission’s Order in Administrative Case
No. 382 dated December 10, 1999, requires the establishment of three UNE zones,
suggesting line density thresholds as the basis for establishing these zones. The result of
this methodology when applied to BellSouth’s wirecenters is included in Attachment 2.
Briefly summarized, BellSouth used the data from Hybrid Cost Proxy Model (HCPM), or
“synthesis” model, as proposed by the Commission in its Orders in Administrative Case
(“AC”) Nos. 360 and 382 dated December 10, 1999. Using the average density in lines

per square mile for each BellSouth wirecenter, a weighted cost for the loops in those
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three zones was calculated. Ratios were developed from these costs to apply to the
Commission’s established BellSouth average UNE loop and NID price of $20.00
resulting in deaveraged UNE loop rates of $10.63, $18.34 and $43.67 for zones 1, 2 and
3, respectively.

BellSouth is not advocating that density based thresholds are the appropriate
criteria for establishing UNE zones and, per the Commission’s Order in AC382, may
suggest and support a different methodology in its comments in January, 2000. In fact,
BellSouth is in the process of developing a census of loop costs for BellSouth-served
areas in the state. When completed, BellSouth will propose the substitution of these costs
for the model results contained herein.

TELRIC

The validity of the TELRIC methodology is currently before the Eighth Circuit
Court. Until that matter is resolved, BellSouth will continue to support UNE rates with
TELRIC studies. The Commission determined that the rates currently in effect for UNEs
are cost based and meet the current TELRIC standards, and the Federal Court in
Kentucky agreed. The audit report states that “non-recurring UNE costs represent a
potential impediment to CLECs competing for BST-KY customers™ and that these costs
“would be significantly less if bundled into platform UNE non-recurring charges.” 6
BellSouth is in the process of developing updated non-recurring cost studies including
studies for the “UNE platform™. However, these studies will not be available in time to

provide them with this plan. While Kentucky’s non-recurring charges may be high

5 Audit Report , p. 138.
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relative to other states in the region, BellSouth believes they comply with applicable legal
requirements. Nevertheless, to accommodate the auditors analysis and the fact that new
studies for Kentucky are unavailable, BellSouth is willing to adopt the nonrecurring rates
established in South Carolina since the South Carolina Public Service Commission made
adjustments to BellSouth’s TELRIC studies similar to those made by the Commission’.
These non-recurring rates would apply until such time that updated cost studies are
available and new rates are set. As explained below, South Carolina UNE loop and port
non-recurring charges were incorporated in the USF development process. On a going
forward basis, UNE rate changes will continue to be supported by cost studies that
comply with the Telecommunications Act. Specific changes for any given CLEC are
also subject to the terms of existing contracts.
2. Service Quality Measurements

BellSouth expects that the Commission will need to approve and monitor a set of
Service Quality Measurements to fulfill their responsibility of ensuring CLEC parity
going forward. BellSouth’s Service Quality Measurements are included as Attachment 3,
but will be replaced by the approved service parameters ultimately adopted by the

Commission.

6 o :

Ibid.
7 Kentucky non-recurring charges for two wire loop are $86.05 for the first line and $58.57 for each
additional line. The non-recurring charge for the unbundled exchange port for first and additional is
$37.78. The South Carolina rates are $70.44, $44.05 and $24.98, respectively.

10
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3. Resale Discounts

The Industrial Category also includes the services provided to CLECs that are
reselling BellSouth’s services. Specifically, the discounts afforded to CLECs that resell
BellSouth’s residential and business services were established by the Commission in
Case Nos. 96-348 and 96-482, the MCI and AT&T arbitration cases, respectively. To
the extent that avoidable costs change, modification to the resale discounts could be
proposed with appropriate cost support.

4. Universal Service

a. Universal Service Fund

1. Intrastate USF Amount

BellSouth believes that the method for determining the amount of intrastate high
cost support required from the USF is a function of comparing wirecenter costs to an
appropriate benchmark. The audit report discusses the financial decision faced by
CLEC:s in terms of rates paid by the CLEC for UNEs including a spread of non-recurring
charges over a service life of 18 months. For purposes of this filing, BellSouth looked at
the average revenue distribution in each wirecenter and included the difference between
revenue received and the estimated charges for a deaveraged UNE as the universal

service requirement for that wirecenter®. Port charges, a usage estimate, and a monthly

3 For purposes of this plan, BellSouth will use the Kentucky Commission’s definition of subsidy (i.e., cost
of universal service less the average revenues received per residential line). The use of this approach
should not be construed as agreement that the Commission’s definition is the correct economic definition.

11
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‘ allocation of non-recurring charges based on three year average service life’ were added
to the deaveraged loop rate to determine the CLEC’s UNE cost per zone.

The resulting amounts were:

Zone 1 zone 2 zone 3
Loop $ 10.63 $ 18.34 $ 43.67
Port $ 2.61 $ 2.61 $ 2.61
Usage $ 5.46 $ 5.46 $ 5.46
Non-recurring $ 2.10 $ 2.10 $ 2.10
Total $ 20.80 $ 28.51 $ 53.84

An initial per line support amount was determined by subtracting the wirecenter
revenue from this deaveraged UNE charge. In addition, the federal support available by
wirecenter was subtracted from this initial amount to establish the intrastate universal
service fund requirement. The amount for this fund for BellSouth is $24.9M (see

‘ Attachment 4). The size of this fund could be determined in other ways. Comparing
wirecenter revenues to total wirecenter costs results in a larger fund. Comparing
wirecenter costs to a statewide revenue benchmark could result in an even larger fund.
The Commission has expressed concern that a USF based on these methodologies could
produce a line item surcharge as much as $4 to $5'°. The fund determination
mechanism presented herein is a transitional methodology which generates lower
deaveraged UNE rates and a high cost USF that can be handled through rate rebalancing
rather than a line item on the bill. The Commission may need to revisit USF funding

levels after seeing how the market responds to this transitional step. However, given the

® Audit recommendations, Chapter VII, in general. The audit report uses 18 months as an estimate for
churn. BellSouth used 36 months in its analysis.

12
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Commission’s requirement to establish UNE zones by May 1, 2000, this mechanism
allows the Commission to deaverage UNE rates and establish USF funding requirements
consistent with the deaveraging decision and with the auditors’ discussions of CLEC
cost/pricing considerations.
2. Rate Rebalance

Consistent with the mechanism above, BellSouth proposes a two year rebalance
plan in which the subsidy identified above is eliminated through phased-in increases to
residential services, offset by reductions to access charges (NTSRR) and other rates.
Residential rates will be increased no more than 10% per year for two years equalling the
necessary amount of high cost support. The NTSRR will be eliminated in the first year.
The remaining offsets necessary to ensure the revenue neutrality of the subsidy shift will
be specified at the time of actual rate filings with a 30 day approval interval. After the
residential increases are completed at the end of year two, residential rates will be subject
to increases limited by inflation (as measured by the GDPPI). Given that specific rate
changes are not included, BellSouth has not made any public notice of these proposed
rate changes. Any increase up to 10%, however, is within the parameters of the current
plan that was approved by the Commission in 1995 after due notice and public hearing.
In addition, BellSouth is proposing a May 1, 2000 implementation date to facilitate the
Commission’s UNE deaveraging requirement. If the Commission believes additional

notice is required, adequate time is available for such notice.

1 Order in Administrative Case 360, An Inquiry Into Universal service and Funding Issues, December 10,
1999, p. 6.

13
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3. Federal High Cost USF Offset

The Federal Universal Service High Cost Fund amount as established by the FCC
in its order of November 2, 1999 in CC Docket No. 96-45 has been included in the
determination of the size of the intrastate fund. The FCC concluded that it would provide
federal support in the form of carrier revenues and left to the states the decision of how
the support is used to advance the goals set out in section 254(e) of the Act. The FCC
further stated that:

“A state could also require carriers to use the federal support to upgrade

facilities in rural areas to ensure that services provided in those areas are

reasonably comparable to services provided in urban areas of the state.”!!
Consistent with that statement and the audit recommendations for a commitment
to economic development, BellSouth proposes to utilize a portion of the first year
of the federal support for infrastructure improvement in selected counties in the
state. BellSouth’s proposed infrastructure improvement will be used to provide
diverse transport facilities. These diverse interoffice facilities will provide
survivable ring architecture commonly found in Kentucky’s major cities and core
transport networks. Utilization of the federal support for this purpose will provide
these areas with improved telecommunications reliability as a new selling point
for use in attracting businesses to these rural areas. Additionally, this
infrastructure upgrade will aid in providing increased transport capacity necessary

to support the demands of higher bandwidth data services. The details of the

W FCC99-306, para 96

14




BELLSOUTH TRANSITION REGULATION PLAN

proposal are included in Attachment Sand amounts to $5,090,000. The remainder
of the federal support will be used to reduce NTSRR ($11,912,952 - $5,090,000 =
$6,822,952). The remainder of the $14,200,000 NTSRR will be eliminated in the
rebalance as mentioned above.

BellSouth realizes that the Commission is required to certify to the FCC
that federal funds will be used appropriately before such funds will be distributed.
BellSouth hereby submits the attached plan as the basis for the Commission’s
certification which should be filed with the FCC prior to April 1, 2000. BellSouth
will comply with the requirements of the Commission’s order in AC381 issued
December 10, 1999. Incorporation of the information in this plan enables the
Commission to evaluate the relationship of the infrastructure commitment as a
partial offset to federal high cost support, to the rebalance, and to the
establishment of an intrastate high cost USF.

4. Assessment Methodology

From a policy standpoint, BellSouth believes that implicit subsidies should be
replaced with explicit support and/or rate rebalancing. However, in this case, BellSouth
is willing to live with a partial solution to the subsidy problem because the overall
package that BellSouth is proposing has so many other positive aspects that will jump-
start the state in its transition to a fully competitive environment. BellSouth is therefore
proposing in this package a temporary solution to universal service that will leave some
of BellSouth’s implicit subsidies intact. However, BellSouth’s plan will make subsidies

explicit for eligible CLECs that serve high cost areas in Kentucky. If BellSouth receives

15
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the other components of this comprehensive package, including the rate rebalancing it
has proposed, then BellSouth would be willing to forgo receiving any distributions from
the state high cost universal service fund. It makes this offer in the interest of facilitating
an overall solution that is acceptable to the Commission. BellSouth’s offer to forgo
receipts from the state USF would largely eliminate the need for a separately defined
intrastate universal service fund collected via a line item on the BellSouth bill. There are,
however, competitive concerns that must be resolved. There might not be a lot of
competition for residential consumers in the high cost areas without a portable universal
service fund. Thus, BellSouth would be in favor of an explicit USF that would provide
support to any LEC that provides service in a high cost area. As noted above, BellSouth
would voluntarily forgo any receipts from the fund in order to keep the fund size as small
as possible. The derivation of the subsidy requirement by wirecenter identifies an amount
of support by wirecenter that a CLEC should receive if they win a customer. Essentially,
as a result of the rebalance/USF proposal presented herein, there is no explicit state high
cost USF established in BellSouths territory unless and until a CLEC (that is designated
as an Eligible Telecommunications Carrier ("’ETC”)) wins a customer in an intrastate
supported wirecenter. At that time, BellSouth and all other entities assessed for intrastate
Universal Service purposes, should pay the necessary amounts to the fund administrator
that will enable the necessary support payments to the eligible CLEC. This creates the
need for reporting the quantity of lines served by wirecenter to the fund administrator by

each ETC. The FCC order establishing the Federal USF also requires reporting. The

16
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Kentucky Commission may wish to dovetail its reporting requirements with the federal
requirements.

BellSouth believes that creating a fair economic environment for its wireline
competitors is a requirement of the 1996 Act. Therefore, it has proposed a solution that
would ensure that eligible CLECs using UNEs in high cost areas could compete against
BellSouth’s current prices. In effect, the explicit universal service support, when added to
the average revenues received in a given wire center, should ensure the CLEC is made
whole and can cover its cost of purchasing UNEs.

BellSouth notes that its temporary universal service approach may need to be
reexamined if competition begins to significantly undermine the support that BellSouth
relies upon to fund universal service. Once competition reaches that point, a more
permanent solution for universal service will be needed. However, BellSouth commits
that it will live with the temporary solution proposed in this plan for at least two years.

BellSouth realizes that the Commission must deal with these issues for GTE and
Cincinnati Bell and eventually for the rural companies in the state. BellSouth’s proposal
eliminates the need for a line item for BellSouth’s own customers. However, in the event
the other ILECs do not, or cannot, make similar proposals, BellSouth may need to
establish a line item to collect support for these other companies.

b. Lifeline

A second universal service requirement is Lifeline support. The Commission will

continue to establish the requirements for, and oversee the operation of, Lifeline in

Kentucky. As an initial matter, whether and to what extent the Lifeline credit and
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surcharge in Kentucky should be adjusted as a result of the decisions regarding high cost
support must be considered. BellSouth proposes that unless a specific high cost line item
is required, that Lifeline customers rates be increased along with general residential
increases. If a line item amount is established, the Lifeline credit could be
commensurately increased which, in turn, will affect the amount of the Lifeline
surcharge. In addition, the Commission has authority over qualifications for Lifeline as
well as the conditions for Lifeline portability.
B. Intrastate Access Services
1. Non Traffic Sensitive Revenue Requirement (NTSRR)

The NTSRR currently billed to interexchange carriers is approximately $14M.
The rebalance proposal eliminates this charge.
2. Mirroring provisions

BellSouth will continue to mirror interstate access rates until the intrastate
switched access composite rate is .0055 per end (or the rate target that results from the
FCC’s consideration of the CALLS proposal). As with the current plan, BellSouth will
mirror any interstate rate change within 30 days of the approval of the rate change by the
FCC. Tariffs can be approved on as short as one day’s notice.
C. Retail

In general, the framework established in this plan allows for fair competitive entry
into the Kentucky market and as a result BellSouth’s rates will be market constrained.
Consistent with the rationale presented in the audit report, establishing a framework for

competition does not and should not guarantee competition. BellSouth believes that the
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framework proposed herein does make all retail operations subject to competition.
However, in recognition that residential competition may develop more slowly than
business competition and to avoid the rate shock of full rebalance or a large high cost
USF, BellSouth proposes a transition for residential customers.

1. Residential Service provisions

As generally indicated above, residential basic rates will be increased by amounts
not to exceed 10% per year over two years beginning May 1, 2000. Beginning May 1,
2002 they may be increased, but by no more than the level of inflation for the most
recent 12 month period as measured by the GDPPI and for which GDPPI results are
available. This approach allows for a non-rate shock approach to shifting the subsidy
inherent in the present rate structure, eliminates the need for an intrastate high cost fund
and the associated line item billing requirement. It also is consistent with the added plan
objective of moving all prices toward incremental cost.

BellSouth did not make any public notice of these proposed rate changes as they
are within the parameters of the current BellSouth plan which was approved by the
Commission after due notice and public hearing.

2. Provisions for all other retail services

All other retail services are subject to market constraints or are discretionary
services and as a result, have no pricing rules.

Tariff changes for the services in the Retail category will be “presumptively
valid”, i.e., filed and approved with one-day notice. Similar to the treatment for other

market participants, no cost support will be required for tariff filings in this category.
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Service objective results for this category will be updated to include three measurements
— percent of regular requests filled within S days with an objective of 90%, speed of
answer for repair with an objective average time of 20 seconds or less, and percent out-
of-service troubles cleared in 36 hours with an objective of 85%. This latter
measurement is a change from 24 hours to 36 hours based on the audit report. This
update to the required service measurements recognizes the changes in technology which
have made the remaining measurements in the Commission’s regulations obsolete for
BellSouth. As a result, upon approval of the attached TRP tariff, the other measurements
currently in the Commission’s regulations will no longer be reported for BellSouth in
accordance with audit recommendations. The existing quarterly financial reporting
requirement will be eliminated. An annual report will be required to the extent that all

telecommunications entities are required to file such reports.

III. Productivity Issues
A. Audit findings

In Chapter V of the audit report, the auditors take issue with the effectiveness of a
Total Factor Productivity measurement as an appropriate tool for future regulatory
oversight and recommend that the productivity factor be eliminated for the Price
Regulation Plan.'? BellSouth agrees with the auditors’ findings that TFP has outlived its
usefulness as a regulatory tool and that the Commission’s policy objectives are better

accomplished in other ways. Nevertheless, the Commission’s order of October 25, 1999
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in Case No. 99-434 requires that BellSouth file a Total Factor Productivity study by
December 17, 1999. BellSouth is incorporating herein as Attachment 6, the most recent
USTA industry update to the Federal TFP methodology. However, the FCC decision to
set the X-factor at 6.5% based on this methodology was appealed to the Circuit Court for
the District of Columbia and determined to be unjustified. The Court remanded the
matter back to the FCC. The FCC has issued a Further Notice of Proposed Rule Making
(FNPRM) on various ways to modify the FCC’s TFP methodology.

Despite the questionable validity of the 6.5% X-factor based on the FCC
methodology, the recent USTA update indicates that industry productivity is trending
down. In addition, BellSouth reiterates the audit findings that:

e The TFP index was never intended to be a predictor of future productivity.

e TFP measures the total industry or a firm’s overall productivity. It does not
differentiate input versus output driven productivity gains or short-term versus
long-term productivity gains.

e Multi-regional and multi-product or service firms with significant common
facilities cannot accurately disaggregate productivity by region or service
level.

BellSouth also points out that the Commission has approved a price regulation

plan for Cincinnati Bell by order dated July 26, 1999 in Case No. 98-292 without any

productivity driven formulas. Therefore, while the industry study is supplied in order to

2BellSouth does not agree with all the points raised by the auditors in Chapter V. For instance, the
auditors recommend the retention of a non-competitive basket. BellSouth believes the framework proposed
herein eliminates the need for a non-competitive category.
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comply with the Commission’s order, there are no pricing formulas in BellSouth’s
proposal. No use is made of the TFP study, nor is any relationship drawn between the
study results and the Commission’s previous 4% productivity offset. Consistent with
audit recommendations and findings, BellSouth proposes to commit to certain
infrastructure improvements and economic development endeavors that further the
Commission’s policy objectives. BellSouth expects that this commitment coupled with
the commitment to reduce access charges will go beyond the original intent of the
productivity factor in the current plan.
B. Current Industry study

The USTA update to the FCC methodology incorporates 1998 data. Based on
that update the 1998 federal X factor is 3.03 and the 1994 — 1998 average is 4.06. (See
Attachment 6)
C. Infrastructure/Economic Development Commitment

As indicated in the audit report, “Vantage suggests a cooperative approach
between the Commission, state government, and BellSouth whereby the parties work
together to determine telecommunications goals and visions and then identify specific
projects and infrastructure goals to meet those goals.”’? Using these common goals and
objectives, BellSouth would commit to implement appropriate infrastructure and
economic development initiatives that work towards accomplishing these objectives. As
an example, BellSouth would be interested in developing a framework for improving

economic development incentives, high speed internet access in non-urban areas, and

13 audit report, p. 120
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educational opportunities. Using these three very important objectives, the
Commonwealth could move ahead of other states with positive incentives in place for
telecommunications companies in the state. An illustrative Economic Development Tariff
is attached. (See Attachment 7)

IV. List of Services by Category (see attached tariff)
V. Annual Filing Requirements

A report will be filed annually on the anniversary of the plan that summarizes all activity
that has occurred under the plan such as price changes, previous 12-month GDPPI
results, and economic development infrastructure activity. In keeping with the auditors’
recommendation for a more open dialogue, the Commission’s staff and interested
stakeholders can mutually develop the format and content of a meaningful progress
report.

Attachment 1 — Transition Regulation Plan (TRP) Tariff

Attachment 2 — UNE Deaveraging

Attachment 3 — Service Quality Measurements

Attachment 4 - Intrastate High Cost Universal Service Fund — Detailed Analysis

Attachment 5 — Infrastructure Proposal for Federal High cost offset

Attachment 6 — USTA TFP study update
Attachment 7 — Economic Development tariff
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BELLSOUTH . GENERAL SUBSCRIBER SERVICES TARI. PSC KY. TARIFF 2A

TELECOMMUNICATIONS, INC. First Revised Page 1
KENTUCKY Cancels Original Page 1
ISSUED: December 17, 1999 EFFECTIVE: May 1, 2000

BY: E.C. Roberts, Jr., President - KY
‘ Louisville, Kentucky
A36. PRICE REGULATION PLAN

A36.1 Company Price Regulation Plan

A36.1.1 General

A. The following rules shall govern the operations of BellSouth Telecommunications, Inc. (the Company) and its regulation by the
Kentucky Public Service Commission (the Commission). This Tariff applies to all regulated services filed with the
Commission as listed in A36.1.4.

B. Objectives of the Price Regulation Plan (the Plan).
The objectives of the Plan shall be to: .

1. Ensure basic service continues to be available at reasonable rates, and shield the basic ratepayer from significant price
increases resulting from the changing marketplace.

Continue to provide high quality service.

| 3. Permit the Commission and the Company to direct their energies to meet customer's needs and enhance efficiency in the
‘ provision of telecommunications services throughout Kentucky.

| 4. Provide enhanced incentives to invést in new technologies and services.

5.  Permit the Company the added flexibility to price competitive services, set depreciation rates, and respond to a changing
marketplace.

6. Permit all Company retail rates to move toward incremental cost or market price. ™N)
7.  Ensure that the potential introduction of competition to all markets in Kentucky is not hindered by the Plan. (N)

A36.1.2 Definitions

A. Term - There is no defined term for this Plan.

B. Classification of services - There are three service categories: 1) Industrial, 2) Access, and 3) Retail. See A36.1.4 for the ©)
classification of each existing Company service into one of the three service categories.

1. Industrial services are those non-access services that are provided on a wholesale basis to other telecommunications ©
companies (these include Unbundled Network Elements [UNEs| and the resale discount). Also included in the
industrial category are Lifeline rates and the Universal Service Fund (USF) rate elements.

2. Access services are the interconnection and access services commonly purchased by other telecommunications providers. ©)
3. Retail services are all other services that are not classified as Industrial or Access services. ©)
C. New Service - A new service is a function, feature, capability, facility, or combination of these, which previously has not been
offered.
A36.1.3 Regulations
A. Changing Classification

1.  The Company is permitted to reclassify services by applying to the Commission. The Commission has thirty (30) days to
review the request for reclassification and either approve or suspend the request. If the Commission takes no action
within thirty (30) days, the reclassification is deemed approved. When a request for reclassification is suspended,
Commission regulations and Kentucky law are applicable to any further Commission action.

B. Tariff Requirements

1. Terms and conditions of existing tariffed services are deemed approved and govern the contractual relationship between
the Company and its customers.

2. All services must cover long run incremental costs except as noted in A36.1.3.B.3.
3.  The Company may in good faith file for prices below long run incremental cost to meet the equally low price of a ‘
competitor. The Company shall file evidence that competitors are charging rates below the Company's long run |

incremental cost for the service. If the competitive price threat vanishes, within thirty (30) days, the Company shall
increase its price to cover the long run incremental cost of the service.

M)

Material previously appearing on this page now appears on page(s) 2 of this section.




BELLSOUTH . GENERAL SUBSCRIBER SERVICES TARI. PSCKY. TARIFF 2A

TELECOMMUNICATIONS, INC.
KENTUCKY
ISSUED: December 17, 1999

BY: E.C. Roberts, Jr., President - KY
Louisville, Kentucky

A36. PRICE REGULATION PLAN

A36.1 Company Price Regulation Plan (Cont'd)
A36.1.3 Regulations (Cont'd)

B.

C.

Tariff Requirements (Cont'd)

4, The Company shall file tariffs stating the rates, terms and conditions for all new services and for changes to existing
services. Such filings for new services will also designate the proposed category and rationale for the designation. For
new services or proposed changes to existing services in the Industrial and Access categories, the Company shall file
with the Commission a long run incremental cost study, demonstrating that the proposed price does not result in a price
below long run incremental cost of the service, except as indicated in 3 preceding. Unless requested by the Commission
or staff, no cost studies will be required for new services or proposed changes to existing services in the Retail
category.

5. All proposed tariffs and promotions will be presumed valid on the calendar day following the file date. The
Commission may, on its own motion, or in response to a petition from an interested party, suspend a new service offering
for good cause if the terms and conditions result in public interest concerns. Such investigation shall be initiated within
thirty (30) days after the tariff is filed. The Commission shall make a good faith effort to expedite the investigation but
shall retain full statutory authority to investigate such issues and to extend the time for the investigation, if necessary.
Should the Commission find during the investigation period that a price is inappropriate, the Company may, at the
Commission's direction, implement retroactive treatment back to the date the Company offered the service.

6. (DELETED)

7. In the case of CSA arrangements or Special Assembly filings in order to meet a customer desired due date (CDDD),
service may be installed upon the signing of the contract by the customer. The contract will contain the following
phraseology:

"This contract is subject to the approval of the Kentucky Public Service Commission. In the event the
Commission should modify any rate or provision of this agreement, the customer will have the option of
accepting the modification(s) or of canceling the contract. If accepted, billing will be rendered from the
installation date.”

The Company will render billing from the date the service is installed but not until after the Commission has approved
the contract. In addition, if the Commission changes the price, the customer will have the right to accept or reject the
new price. Customer acceptance of the new price explicitly includes billing the price as of the instaliation date. Should a
customer refuse the service at a PSC authorized price, the Company will be required to disconnect the service.

Pricing Rules

1. Industrial Category
a. Rate changes will take effect on the calendar day following the file date.

b. The prices in effect on January 1, 2000 for services in this category will remain in effect until proposed rate
adjustments are approved by the Commission. Proposed rate adjustments will be accompanied by supporting cost
information.

Material appearing on this page previously appeared on page(s) 1 of this section.

Second Revised Page 2
Cancels First Revised Page 2
EFFECTIVE: May 1, 2000
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KENTUCKY Cancels Original Page 2.1
} ISSUED: December 17, 1999 EFFECTIVE: May 1, 2000

BY: E.C. Roberts, Jr., President - KY
‘ Louisville, Kentucky
A36. PRICE REGULATION PLAN

A36.1 Company Price RegUIation Plan (Cont'd)

A.36.1.3 Regulations (Cont’d)
C. Pricing Rules (Cont’d)
1. (DELETED)
c. (DELETED)
d. (DELETED)
e. (DELETED)
f. (DELETED)
g. (DELETED)

(D)
(D)
(D)
(D)
(D)
(D)




BELLSOUTH ‘ GENERAL SUBSCRIBER SERVICES TARI. PSCKY. TARIFF 2A

TELECOMMUNICATIONS, INC. First Revised Page 3
KENTUCKY Cancels Original Page 3
ISSUED: December 17, 1999 EFFECTIVE: May 1, 2000

BY: E.C. Roberts, Jr., President - KY
Louisville, Kentucky

A36. PRICE REGULATION PLAN

A36.1 Company Price Regulation Plan (Cont'd)

A36.1.3 Regulations (Cont'd)
C. Pricing Rules (Cont'd)

1. (DELETED) . (D)
h. (DELETED) D)
i. (DELETED) (D)
2. Access Service Category (©)
a. Rate changes will take effect on the calendar day following the file date. ™)
b. Intrastate switched access rates shall mirror the interstate rates for all future changes effective no later than 30 days ©
after the approved FCC interstate tariffs. Tariffs will be filed to reflect these changes.
c. The prices in effect on January 1, 2000 for other services in this category will remain in effect until the Commission ™)
approves proposed rate adjustments. Proposed rate adjustments will be accompanied by supporting cost information.
3. Retail Service Category ©
a. Rate changes will take effect on the calendar day following the file date. (N)
b. The Company shall have full discretion to set the rates, terms and conditions for services in this category based on its ©

assessment of market conditions, except as specified in c following.

c. The prices in effect on December 31, 1999 for certain residential services will be increased by no more than 10 ™)
percent effective May 1, 2000. The prices in effect for these services on April 30, 2001 will be increased by no
more than 10 percent effective May 1, 2001.

Annual adjustments to Basic Residential Service rates after April 30, 2002 will be no more than the annual rate of N)
inflation as measured by the change in the Gross Domestic Product Price Index (GDP-P1).
Increases to individual Basic Residential Service rates are limited to 10 percent in any May — April period. (N)
D. (DELETED) D)
E. Financial Reports/Monitoring (M)
1. The Company shall submit a summary of monthly service objectives for the state and for each district as follows: (©)
a.  Percent of requests for regular service fulfilled within five (5) working days unless applicant specifically requests a (N)
later date. Objective = 90 percent
b.  Average speed of answering time for calls to repair service. Objective = 20 seconds or less ™)
¢. Percent out-of-service troubles cleared within 36 hours unless the customer requests a later date. Objective = 85 N)
percent
2.  For lLa and l.c, the Company's report will also identify exchanges that do not meet the service objectives. If the (©

Company's performance levels for any exchange fall below minimum service objectives for two consecutive months, the
Company shall submit a report setting forth the specific action taken (or planned) to correct its performance.

3. No other service objective measurements are required. (N)

4, The Company may establish depreciation rates at its discretion. The Company shall submit to the Commission copies of (T)
its depreciation filings with the Federal Communications Commission ("FCC").

5. The Company shall file the same annual financial reports that all telecommunications companies are required to file. ©




BELLSOUTH . GENERAL SUBSCRIBER SERVICES TARI. PSC KY. TARIFF 2A

TELECOMMUNICATIONS, INC. Ninth Revised Page 4
KENTUCKY Cancels Eighth Revised Page 4
ISSUED: December 17, 1999 EFFECTIVE: May 1, 2000

BY: E.C. Roberts, Jr., President - KY
Louisville, Kentucky

A36. PRICE REGULATION PLAN

A36.1 Company Price Regulation Plan (Cont'd)
A36.1.3 Regulations (Cont’d)
F. (DELETED)
A36.1.4 List of Services by Category

(D)

A. Industrial Category (©)
Lifeline (N)
Resale Discount N)
Unbundled Network Elements (UNEs) (Not tariffed) ™)
Universal Service Fund (USF) (N)

B. Access Category M)
BellSouth® SWA 500 Service - Personal Communication Service (M)
BellSouth® AIN SMS Access Service (M)
BellSouth® AIN Toolkit Service (M)
Access Line Service For Payphone Service Provider Telephones M)
BellSouth® Billing Name and Address for ANI (M)
Carrier Common Line Access Services M)
Common Switching Optional Features M)
BellSouth® Custom Network Service (M)
BellSouth® Customer List Service (M)
Dedicated Network Access Lines M)
DID/DOD with BellSouth® SWA LSBSA M)
Digital Data Access (a.k.a. BellSouth® SPA DS0 Digital Data) Service M)
BellSouth® Directory Assistance Access Service M)
Engineering and Miscellaneous Services (M)
High Capacity M)
Interconnection for Mobile Services' (M)
BellSouth® SWA LSBSA ™)
Local Switching ™M)
Network Blocking for BellSouth” SWA FGD (M)
Operator Services Access Service ™M)
Shared Network Arrangement (6]
Sharing and Resale of Basic Local Exchange Service M)
SmartLine® for Customer-provided Public Telephone Subscribers (MX©)
Special Access (a.k.a. BellSouth® SPA) Services M)
Switched Basic Service Elements (BSEs) M)
BellSouth® SWA Service (Non-BSE) . )
BellSouth® SWA Transport (M)

Note1:  A35.1- A35.3 only. M)

Material previously appearing on this page now appears on page(s) S & 6 of this section.
Material appearing on this page previously appeared on page(s) 7 of this section.

* Registered Service Mark of BellSouth Intellectual Property Corporation

® BellSouth is a registered trademark of BellSouth Intellectual Property Corporation




BELLSOUTH . GENERAL SUBSCRIBER SERVICES TARI.
TELECOMMUNICATIONS, INC.

PSC KY. TARIFF 2A
Fifth Revised Page 5

KENTUCKY Cancels Fourth Revised Page 5

ISSUED: December 17, 1999

BY: E.C. Roberts, Jr., President - KY
‘ Louisville, Kentucky
A36. PRICE REGULATION PLAN

A36.1 Company Price Regulation Plan (Cont'd)

A36.1.4 List of Services by Category (Cont'd)
C. Retail Category
911 Emergency System 8A Key System
AccuPulse
Addition of Blocking Options to ESSX® and Digital ESSX” service Tariffs
Additional Listing
Announcement Facilities
Answer Supervision
Area Communication Service
Area Number Calling Service
Area Plus® Service
Area Plus” Service with the Complete Choice® Option
Arrangements for Night, Sunday, Holiday Service
Automatic Number Identification
Back-up Line
BellSouth® Administrative Management Service
BellSouth ®AIN Virtual Number Call Detail” Service
BellSouth® Business Choice’ Package Service
BeliSouth® Business Plus’ Service
’ BellSouth” Centrex service
BellSouth” Channelized Trunks
BellSouth® Complete Choice® For Business Package
BellSouth® Dedicated Ring
BellSouth® Primary Rate ISDN
BellSouth® SWA WATS
BellSouth *Video Conferencing Service
Billing and Collections Services
Break in Rotary Number Group
Broadband Exchange Line Service
Business State Wide Rate Schedule (Flat, Measured, Message and ACS)
Call Detail Information
Charge for Extracting and Processing Call Detail Information for Law Enforcement Subpoena Requests
Charges for Unusual Installation
Coin Refund and Repair Referral Service
Commercial Quality Video (a.k.a. BellSouth SPA Commercial Quality Video)

Material previously appearing on this page now appears on page(s) 6,7 & 8 of this section.
Material appearing on this page previously appeared on page(s) 4, 8 & 9 of this section.

* BellSouth is a registered trademark of BellSouth Intellectual Property Corporation
® Registered Service Mark of BellSouth Intellectual Property Corporation

EFFECTIVE: May 1, 2000
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M)
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BELLSOUTH . GENERAL SUBSCRIBER SERVICES TARI'
TELECOMMUNICATIONS, INC.
KENTUCKY
ISSUED: December 17, 1999
BY: E.C. Roberts, Jr., President - KY
Louisville, Kentucky

A36. PRICE REGULATION PLAN

A36.1 Company Price Regulation Plan (Cont'd)
A36.1.4 List of Services by Category (Cont'd)

C.

Retail Category (Cont’d)

Complete Choice® Service

Conduit Occupancy

Conference Service

Connectionless Data Service (a.k.a. BellSouth Exchange Access Connectionless Data Service)
CourtesyComplete® Service

CrisisLink” Service

Custom Calling Services

Customized Code Restrictions

Data Transport Service Access Channel Service

Derived Data Channel (a.k.a. BellSouth SPA Derived Data Channel) Service
Digital Electronic Tandem Switching Features

Digital ESSX® service

Direct-Inward Dialing (DID) Service

Directory Assistance (Local)

Directory Assistance Call Completion (DACC)

Directory Assistance Database Services

Directory Assistance - IntraNPA Long Distance Directory Assistance
Directory Publishers Database Service

Dual Service

Electronic White Pages

Emergency Reporting Services

Equipment for Disabled Customers

ESSX® Service

ESSX®* Multi-Account service

ESSX® ISDN service

PSC KY. TARIFF 2A

Fifth Revised Page 6

Cancels Fourth Revised Page 6
EFFECTIVE: May 1, 2000

Exchange Access Connectionless Data Service (a.k.a. BellSouth Exchange Access Connectionless Data Service)

Exchange Access Frame Relay Service (a.k.a. BellSouth Exchange Access Frame Relay Service)

Extension Service (Channels for) and Tie Lines
Foreign Central Office Service
Foreign Exchange Service

Material previously appearing on this page now appears on page(s) 8 & 9 of this section.
Material appéaring on this page previously appeared on page(s) 4, 5 and 8 of this section.

® Registered Service Mark of BellSouth Intellectual Property Corporation
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BELLSOUTH

TELECOMMUNICATIONS, INC.
KENTUCKY

ISSUED: December 17, 1999

BY: E.C. Roberts, Jr., President - KY
Louisville, Kentucky

A36. PRICE REGULATION PLAN
A36.1 Company Price Regulation Plan (Cont'd)

A36.1.4 List of Services by Category (Cont'd)

C.

Material previously appearing on this page now appears on page(s) 4 of this section.
Material appearing on this page previously appeared on page(s) 5, 8 & 9 of this section.
® BellSouth is a registered trademark of BellSouth Intellectual Property Corporation

Retail Category (Cont’d)

Frame Relay Service (a.k.a. BellSouth Exchange Access Frame Relay service)

Grouping Service

High Voltage Protection

Hot Line Service

Improved Mobile Telephone Service (IMTS)
Information Delivery Service (976 Dial-It)

‘ GENERAL SUBSCRIBER SERVICES TARI’

PSC KY. TARIFF 2A

Fourth Revised Page 7
Cancels Third Revised Page 7
EFFECTIVE: May 1, 2000

Integration Plus Management Service (IPMS) (FlexServ (a.k.a. BellSouth® SPA Customer Reconfiguration), NUIS)

Interconnection

Inter-Switch Simplified Message Desk Interface

IntraLATA Long Distance Operator Verification/Interruption Service

IntraNPA LD Operator Service Req. TN Assistance

Intro Native Mode LAN Interconnection Service

Introduction of Two-Way WATSSaver® service and Two-Way Aggregated Plans
ISDN Individual Services - Residential and Business

Joint User Service
Late Payments

LightGate (a.k.a. BellSouth SPA Point to Point Network) Service

Line Out Service Feature

Local Exceptions

Local Operator Verification/Interrupt
MegaLink® Channel Service

MegaLink® ISDN Service

MegaLink® Service

MegaLink®Plus Service

Message Waiting Indication - Audible (MWI)
Miscellaneous Listing

Multifeature Discount Plan

Multiline Hunt Queuing

MultiServ® Service

MultiServ® Plus Service

MultiServ® Multi-Account Service (MMAS)
NAR ESSX-1

Network Access Register Package

©
M)
M)
M)
M)
(M)
M)
M)
M)
M)
M)
M)
M)
M)
M)
M
M)
M)
M)
M)
M)
M)

MYT)

M)
M)
M)
M)
™)
M)
M)
M)
M)
M)
M)




BELLSOUTH ‘ GENERAL SUBSCRIBER SERVICES TARI’ PSC KY. TARIFF 2A

TELECOMMUNICATIONS, INC. Tenth Revised Page 8
KENTUCKY Cancels Ninth Revised Page 8
ISSUED: December 17, 1999 EFFECTIVE: May 1, 2000

BY: E.C. Roberts, Jr., President - KY
‘ Louisville, Kentucky
A36. PRICE REGULATION PLAN

A36.1 Company Price Regulation Plan (Cont'd)
A36.1.4 List of Services by Category (Cont'd)

C. Retail Category (Cont’d) ©
Network Interface Equipment . ™M)
Non-Competitive Service Connection Charges (M)
Non-Published (Private) Listing ™M)
Non-Published (Semi-Private) Listing M)
Obsolete Telephone Answering Service M)
Operator Assisted Calls (Local Operator and Calling Card Services) ™)
Operator Dialed Surcharge M)
Optional Calling Plans M)
Pole and Anchor Attachments M)
Premises Work Charges M)
Premises Work Charges - Complex Residence and Business M)
Prestige Communications Service (PCS) M)
Private Line Channels Payment Arrangements ™M)
Private Line Sampling Arrangements M)
PulseLink® Public Packet Switching (PPSN) Network Service (M)
Remote Call Forwarding Service ) M)
Residential State Wide Rate Schedule (Flat, Measured, Message and ACS) M)

‘ Returned Check Charge M)
RingMaster® Service (M)
Route Diversity and Avoidance i (M)
Selective Class of Call Screening Service M)
Service Expediting Charge . M)
Simplified Message Desk Interface (SMDI) M)
SMARTRing® service (a.k.a. BellSouth Dedicated Ring) M)
Special Number Acquisition Charge M)
Special Service Arrangements M)
Surrogate Client Number M)
SynchroNet” Service M)
Telecommunication Service Priority (TSP) System M)
Telephone Answering Service Facilities M)
Toll Restriction (Battery Reversal in C.O.) M)
Toll Trunks (Toll Terminals) M)
Touch-Tone Calling Service M)
TouchStar® Service M)
Trouble Determination Charge M

Material previously appearing on this page now appears on page(s) 5, 6 & 7 of this section.
Material now appearing on this page previously appeared on page(s) 5,6 & 9 of this section.
* Registered Service Mark of BellSouth Intellectual Property Corporation

* BellSouth is a registered trademark of BellSouth Intellectual Property Corporation




BELLSOUTH . GENERAL SUBSCRIBER SERVICES TARI""
TELECOMMUNICATIONS, INC. :

KENTUCKY
ISSUED: December 17, 1999

BY: E.C. Roberts, Jr., President - KY
‘ Louisville, Kentucky

A36. PRICE REGULATION PLAN

A36.1 Company Price Regulation Plan (Cont'd)

A36.1.4 List of Services by Category (Cont'd)
C. Retail Category (Cont’d)
Trunk Lines
Trunk Side Access Facility - Local Exchange Service
Two-Point Service (Long Distance Message Telecommunications Service)
Uniform Access Number (UAN)
Voice Mail Companion Services Package

PSC KY. TARIFF 2A

Fifteenth Revised Page 9

Cancels Fourteenth Revised Page 9
EFFECTIVE: May 1, 2000

VG/Sub VG/Wired Music Service/Commercial Quality Video (a.k.a. BellSouth SPA Commercial Quality Video)

Volume Usage Measured Rate Service
Warm Line Service

ZipCONNECT® Service

Zone Charges - Business

Zone Charges - Residential

Material previously appearing on this page now appears on page(s) 7 & 8 of this section.
Material now appearing on this page previously appeared on page(s) 6 of this section.

* Registered Service Mark of BellSouth Intellectual Property Corporation
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M)
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BELLSOUTH ‘ GENERAL SUBSCRIBER SERVICES TARI,
TELECOMMUNICATIONS, INC.
KENTUCKY
ISSUED: December 17, 1999
BY: E.C. Roberts, Jr., President - KY
Louisville, Kentucky

A36. PRICE REGULATION PLAN

A36.1 Company Price Regulation Plan (Cont'd)

A36.1.5 Annual Filing Process (Applicable to Basic Residential Rates beginning on May 1, 2002)
A. (DELETED)
B. (DELETED)

PSC KY. TARIFF 2A
First Revised Page 10
Cancels Original Page 10
EFFECTIVE: May 1, 2000
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BELLSOUTH ‘ GENERAL SUBSCRIBER SERVICES TARI’ PSC KY. TARIFF 2A

TELECOMMUNICATIONS, INC. First Revised Page 11
KENTUCKY Cancels Original Page 11
ISSUED: December 17, 1999 EFFECTIVE: May 1, 2000

BY: E.C. Roberts, Jr., President - KY
Louisville, Kentucky

A36. PRICE REGULATION PLAN

A36.1 Company Price Regulation Plan (Cont'd)

A36.1.5 Annual Filing Process (4pplicable to Basic Residential Rates beginning on May 1, 2002)
C. Adjustments to Basic Residential Rates are limited to the amount of revenue calculated by the following formula:
1. (DELETED)
2. (DELETED)
3. Gross Domestic Product Price Index (GDP-PI) '
of the most recent year December — February time period
. GDP-PI of the previous year December — February time period
5. Change in GDP-PI ((L3 divided by L4)-1)
Allowed Rate Changes
a. Present Total Revenue (Basic Residential Service)
b. Line$
c. (6a.)(6b.) = Allowed Total Revenue Adjustment — Current Year
d. Total increase or decrease allowed but not taken in previous years since 5/1/2002
e. Total allowed revenue adjustment — Current Year
D. (DELETED)

Note 1: The source is the US Department of Commerce Bureau of Economic Analysis.

©)
©
D)
D)

©
©

©
©
©
©)
©
©
(D)
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TELECOMMUNICATIONS, INC. First Revised Page 12
KENTUCKY Cancels Original Page 12
ISSUED: December 17, 1999 EFFECTIVE: May 1, 2000

BY: E.C. Roberts, Jr., President - KY
Louisville, Kentucky

A36. PRICE REGULATION PLAN

A36.1 Company Price Regulation Plan (Cont'd)

A36.1.5 Annual Filing Process (Applicable to Basic Residential Rates beginning on May 1, 2002) ©
E. (DELETED) (D)
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BellSouth
Service Quality Measurements
Regional Performance Reports
PRE-ORDERING - OSS
Report/Measurement :
Average OSS Response Time and Response Interval
Definition:

Average response time and response intervals are the average times and number of requests responded to
within certain intervals for accessing legacy data associated with appointment scheduling, service &
feature availability, address verification, request for Telephone Numbers (TNs), and Customer Service
Records (CSRs).

Exclusions:

None

Business Rules:

The average response time for retrieving pre-order/order information from a given legacy system is
determined by summing the response times for all requests submitted to the legacy during the reporting -
period and dividing by the total number of legacy requests for that day X 100. The response interval
starts when the client application (LENS or TAG for CLECs and RNS for BST) submits a request to the
legacy system and ends when the appropriate response is returned to the client application. The number
of legacy accesses during the reporting period, which take less than 2.3 seconds and the number, which
take more than 6 seconds are also captured.

Level of Disaggregation:

e RSAG - Address (Regional Street Address Guide- Address) - stores street address information used
to validate customer addresses

e RSAG - TN (Regional Street Address Guide- Telephone Number) — contains information about
facilities available and telephone numbers working at a given address.

e ATLAS (Application for Telephone Number Load Administration and Selection) - acts as a
warehouse for storing telephone numbers that are available for assignment by the system. It enables
CLECs and BST service reps to select and reserve telephone numbers.

e  COFFI (Central Office Feature File Interface) — stores information about product and service
offerings and availability.

DSAP (DOE Support Application) — provides due date information.
HAL (Hands-Off Assignment Logic) — a system used to access the Business Office Customer Record
Information System (BOCRIS). It allows BST servers, including LENS, access to legacy systems.

e P/SIMS (Product/Services Inventory Management System) ~ provides information on capacity,
tariffs, inventory and service availability.

e OASIS (Obtain Available Services Information Systems ) - Information on feature and rate
availability.

Calculation:

T[(Date & Time of Legacy Response) — (Date & Time of Request to Legacy)] / (Number of Legacy
Requests During the Reporting Period) X 100

Report Structure:

¢ Not CLEC Specific
¢ Not product/service specific
e Regional Level

Data Retained Relating to CLEC Experience: Data Retained Relating to BST Performance:
¢ Report Month ¢ Report Month
e Legacy Contract (per reporting dimension) e Legacy Contract (per reporting dimension)
e Response Interval e Response Interval
o Regional Scope e Regional Scope -

Retail Analog/Benchmark

CLEC Average Response Interval is comparable to BST Average Response Interval

Revision date: 09/14/99 (lg)
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BeliSouth

Service Quality Measurements
Regional Performance Reports

LEGACY SYSTEM ACCESS TIMES FOR RNS

System Contract Data <23 sec > 6 sec Avg. Sec # of Calls
RSAG RSAG-TN Address X X X
'RSAG RSAG-ADDR | Address X X X X
ATLAS ATLAS-TN  [IN x X X X
DSAP DSAP-DDI Schedule X X X X
CRIS CRSACCTS [CSR X x x X
OASIS OASISBSN Feature/Service X X X X
OASIS OASISCAR Feature/Service X X X X
OASIS OASISLPC Feature/Service X X X X
OASIS OASISMTN Feature/Service X X X X
OASIS OASISBIG Feature/Service X X X X
LEGACY SYSTEM ACCESS TIMES FOR LENS
System Contract Data <2.3sec > 6 sec Avg. Sec # of Calls
RSAG RSAG-TN Address x X X
RSAG RSAG-ADDR | Address X X X X
ATLAS ATLAS-TN N X X X X
DSAP DSAPDDI Schedule X X X X
HAL HAL/CRIS CSR X X X X
'COFFI COFFI/USOC | Feature/Service |  x x x X
P/SIMS PSIMS/ORB Feature/Service X X X X
LEGACY SYSTEM ACCESS TIMES FOR TAG
System Contract Data <2.3sec > 6 sec Avg. Sec # of Calls
RSAG RSAG-TN Address X X X
RSAG RSAG-ADDR | Address X X X X
ATLAS ATLASTN TN X X X X
DSAP DSAPDDI Schedule X X X X
HAL HAL/CRIS CSR X X X X
CRIS CRSEINIT CSR X P X X
CRIS CRSECSR CSR X x X X
Revision date: 08/10/99 (lg)
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Service Quality Measurements
Regional Performance Reports

PRE-ORDERING - OSS

Report/Measurement:

OSS Interface Availability

Definition:

Percent of time OSS interface is functionally available compared to scheduled availability. Availability
percentages for CLEC interface systems and for all Legacy systems accessed by them are captured

Exclusions:

None

Business Rules:

This measurement captures the availability percentages for the BST systems, which are used by CLECs
during Pre-Ordering functions. Comparison to BST results allow conclusions as to whether an equal
opportunity exists for the CLEC to deliver a comparable customer experience.

Level of Disaggregation:

e Regional Level

Calculation:

(Functional Availability) / (Scheduled Availability) X 100

Report Structure:

e Not CLEC Specific
e Not product/service specific
e Regional Level

Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
e Report Month e Report Month
¢ Legacy contract type (per reporting dimension) | e Legacy contract type (per reporting dimension)
e Regional Scope e Regional Scope

Retail Analog/Benchmark:

CLEC OSS Interface Availability is comparable to BST OSS Interface Availability

Revision date: 09/14/99 (Ig)

| OSS Interface Availability

OSS Interface % Availability

LENS

LEO Mainframe

LEO UNIX

LESOG

EDI

HAL

BOCRIS

ATLAS/COFFI

RSAG/DSAP

SOCS

A L L L A L A R A A B A L A R B

TAG
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BellSouth
Service Quality Measurements
. Regional Performance Reports
- ORDERING
Report/Measurement:
Percent Flow Through Service Requests (Summary)
Definition:

The percentage of Local Service Requests (LSR) submitted electronically via the CLEC mechanized
ordering process that flow through to SOCS without manual intervention
Exclusions:
o  Fatal Rejects
e  Auto Clarification
¢  Manual Fallout
e CLEC System Fallout
e Supplements (subsequent versions) to cancel LSRs that are not LESOG eligible (Under development)
Business Rules:
The CLEC mechanized ordering process includes all LSRs, including supplements (subsequent versions)
which are submitted through one of the three gateway interfaces (TAG, EDI, and LENS), and flow through
to SOCS without manual intervention. These LSRs can be divided into two classes of service; Business
and Residence, and three types of service; Resale, Unbundled Network Elements (UNE), and specials. The
CLEC mechanized ordering process does not include LSRs, which are, submitted manually (e.g., fax, and
courier), or are not designed to flow through, i.e., Manual Fallout.

Definitions:

Fatal Rejects: Errors that prevent an LSR, submitted by the CLEC, from being processed further. When an
LSR is submitted by a CLEC, LEO will perform edit checks to ensure the data received is correctly
formatted and complete. For example, if the PON field contains an invalid character, LEO will reject the
‘ LSR and the CLEC will receive a Fatal Reject.

( Auto-Clarification: errors that occur due to invalid data within the LSR. LESOG will perform data
validity checks to ensure the data within the LSR is correct and valid. For example, if the address on the
LSR is not valid according to RSAG, the CLEC will receive an Auto-Clarification.

Manual Fallout: errors that occur by design. Certain LSRs are designed to fallout of the Mechanized
Order Process due to their complexity. These LSRs are manually processed by the LCSC. When a CLEC
submits an LSR, LESOG will determine if the LSR should be forwarded to LCSC for manual handling.
Following are the categories for Manual Fallout.

1. Complex services*

2. Expedites (requested by the CLEC)

3. Special pricing plans

4. Denials-restore and conversion, or disconnect and conversion orders
5. Partial migrations
6

7

8

9

Class of service invalid in certain states with some types of service
New telephone number not yet posted to BOCRIS
Low volume such as activity type “T” (move)
. Pending order review required

10. More than 25 business lines

11. Restore or suspend for UNE combos

12. Transfer of calls option for the CLEC’s end users

13. CSR inaccuracies such as invalid or missing CSR data in CRIS

* Attached is a list of services, including complex services, and whether LSRs issued for the services are
eligible to flow through.

by the CLEC, or is due to system functionality. If it is determined the error is caused by the CLEC, the
LSR will be sent back to the CLEC as clarification. If it is determined the error is BST caused, the LCSC

‘ Total System Fallout: Errors that require manual review by the LCSC to determine if the error is caused
representative will correct the error.

-
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BeliSouth
Service Quality Measurements

. . Regional Performance Reports

ORDERING - (Percent Flow Through Service Requests (Summary) — Continued)

Calculation:
Percent Flow Through Service Requests = Z[(Total number of valid service requests that flow-through to
SOCS)] / (Total number of valid service requests delivered to SOCS) X 100

Description:

Percent Flow Through = (The total number of LSRs that flow through LESOG to SOCS) / (the number
of LSRs passed from LEO to LESOG) — Z{(the number of LSRs that fall out for manual processing) +
(the number of LSRs that are returned to the CLEC for clarification) + (the number of LSRs that contain
errors made by CLECs)] X 100.

Report Structure:
e CLEC Aggregate
> Region
Level of Disaggregation:
e Geography
» Region

¢  Product (Under Development)
> Residence
» Business
> UNE
» Special
Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
(

e Report month ¢ Report month
s Total number of LSRs received, by interface, e Total number of errors by type:
by CLEC: » BST system error
» TAG
» EDI
» LENS
e  Total number of errors by type, by CLEC:
> Fatal rejects
> Total fallout for manual processing
» Auto clarification
» CLEC caused system fallout
e  Total number of errors by error code

Retail Analog/Benchmark:
CLEC Flow Through/benchmark comparison (Under Development)

Revision Date: 09/03/99 (tm)
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BellSouth
Service Quality Measurements
Regional Performance Reports
ORDERING
Report/Measurement:
Percent Flow Through Service Requests (Detail)
Definition:

A detailed list by CLEC of the percentage of Local Service Requests (LSR) submitted electronically via
the CLEC mechanized ordering process that flow through to SOCS without manual or human
intervention.

[ Exclusions:

e  Fatal Rejects

e  Auto Clarification

¢ Manual Fallout

e  CLEC System Fallout

o  Supplements (subsequent versions) to cancel LSRs that are not LESOG eligible(Under development)

Business Rules:

The CLEC mechanized ordering process includes all LSRs, including supplements (subsequent versions)
which are submitted through one of the three gateway interfaces (TAG, EDI, and LENS), and flow
through to SOCS without manual intervention. These LSRs can be divided into two classes of service;
Business and Residence, and three types of service; Resale, Unbundled Network Elements (UNE) and
specials. The CLEC mechanized ordering process does not include LSRs, which are, submitted manually
(e.g., fax, and courier), or are not designed to flow through, i.e., Manual Fallout.

Definitions: '

Fatal Rejects: Errors that prevent an LSR, submitted by the CLEC, from being processed further. When
an LSR is submitted by a CLEC, LEO will perform edit checks to ensure the data received is correctly
formatted and complete. For example, if the PON field contains an invalid character, LEO will reject the
LSR and the CLEC will receive a Fatal Reject. '

Auto-Clarification: errors that occur due to invalid data within the LSR. LESOG will perform data
validity checks to ensure the data within the LSR is correct and valid. For example, if the address on the
LSR is not valid according to RSAG, the CLEC will receive an Auto-Clarification.

Manual Fallout: errors that occur by design. Certain LSRs are designed to fallout of the Mechanized
Order Process due to their complexity. These LSRs are manually processed by the LCSC. When a CLEC
submits an LSR, LESOG will determine if the LSR should be forwarded to LCSC for manual handling.
Following are the categories for Manual Fallout:

1. Complex services*

2. Expedites (requested by the CLEC)

3. Special pricing plans

4. Denials-restore and conversion, or disconnect and conversion orders
S. Partial migrations

6. Class of service invalid in certain states with some types of service
7. New telephone number not yet posted to BOCRIS

8. Low volume such as activity type “T” (move)

9. Pending order review required

10. More than 25 business lines

11. Restore or suspend for UNE combos

12. Transfer of calls option for the CLEC’s end users

13. CSR inaccuracies such as invalid or missing CSR data in CRIS

* Attached is a list of services, including complex services, and whether LSRs issued for the services are
eligible to flow through.

Total System Fallout: Errors that require manual review by the LCSC to determine if the error is caused

by the CLEC, or is due to system functionality. If it is determined the error is caused by the CLEC, the

LSR will be sent back to the CLEC as clarification. If it is determined the error is BST caused, the LCSC

representative will correct the error.
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Service Quality Measurements
Regional Performance Reports

ORDERING - (Percent Flow Through Service Requests (Detail) — Continued)

Calculation:

Percent Flow Through Service Requests = (Total number of valid service requests that flow-through to
SOCS) / (Total number of valid service requests delivered to SOCS) X 100

Description:

Percent Flow Through = The total number of LSRs that flow through LESOG to SOCS / (the number of

LSRs passed from LEO to LESOG) — Z{(the number of LSRs that fall out for manual processing + the
number of LSRs that are returned to the CLEC for clarification + the number of LSRs that contain errors

made by CLECs)] X 100.

Report Structure:

e  Provides the flow through percentage for each CLEC (by alias designation) submitting LSRs through
the CLEC mechanized ordering process. The report provides the following:

CLEC (by alias designation)
Number of fatal rejects
Mechanized interface used
Total mechanized LSRs
Total manual fallout

Number of validated LSRs
Number of BST caused fallout
Number of CLEC caused fallout
Number of Service Orders Issued
Base calculation

CLEC error excluded calculation

VVVVVVVYVYVVVY

Number of auto clarifications returned to CLEC

Level of Disaggregation:

e CLEC Specific (by alias designation to protect CLEC specific proprietary data)

e  Geographic:
> Region
e  Product (Under development)
» Residence
> Business
> UNE
> Special

Data Retained Relating to CLEC Experience

Data Retained Relating to BST Experience

e  Report month
e Total number of LSRs received, by interface,
by CLEC
> TAG
> EDI
> LENS
e  Total number of errors by type, by CLEC
> Fatal rejects
> Total fallout for manual processing
> Auto clarification

e Report month
e Total number of ermrors by type:
» BST system error

» CLEC errors
e  Total number of errors by error code
Retail Analog/Benchmark:

CLEC Flow Through/benchmark comparison (Under development)
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Service Quality Measurements
Regional Performance Reports

ORDERING

Report/Measurement:

Flow Through Error Analysis

Definition:

An analysis of each error type (by error code) that was experienced by the LSRs that did not flow through
to SOCS.

Exclusions:

Each Error Analysis is error code specific; therefore exclusions are not applicable.

Business Rules:

The CLEC mechanized ordering process includes all LSRs, including supplements (subsequent versions)
which are submitted through one of the three gateway interfaces (TAG, EDI, and LENS), and flow through
to provisioning SOCS without manual intervention. These LSRs can be divided into two classes of
service; Business and Residence, and two types of service; Resale and Unbundled Network Elements
(UNE). This measurement captures the total number of errors by type. The CLEC mechanized ordering
process does not include LSRs, which are, submitted manually (e.g., fax, and courier).

Calculation:

Z Of errors by type.

Report Structure:

¢ Provides an analysis of each error type (by error code). The report is in descending order by count of
each error code and provides the following:

Error Type (by error code)

Count of each error type

Percent of each error type

Cumulative percent

Error Description

CLEC Caused Count of each error code

Percent of aggregate by CLEC caused count

Percent of CLEC by CLEC caused count

BST Caused Count of each error code

Percent of aggregate by BST caused count

Percent of BST by BST caused count

VVVVVVVVVVY

Level of Disaggregation:

Region

Data Retained Relating to CLEC Experience

Data Retained Relating to BST Experience

e Report month

&  Total number of LSRs received

¢ Total number of errors by type ( by error code)
» CLEC caused error

e  Report month
o  Total number of errors by type (by error code)
> BST system error

Retail Analog/Benchmark:

Not Applicable
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Service Quality Measurements
Regional Performance Reports

Attachment

BellSouth Flow-through Analysis
For CLECs LSRs placed via EDI or TAG

BellSouth Service Flow-through | Complex | Complex { Design Can ordering this service cause
Offered to CLEC via if no BST or Service Order Service fall out for a reason other than
resale or UNE CLEC Errors | (Yes/No) | (Yes/No) | (Yes/No) errors or complex? If so, what
(Yes/No) reason?
1 Flat Rate/Residence Yes No No no
2 Flat Rate/Business Yes No No no
3 Pay Phone Provider No No No no
4 Measured Rate/Res. Yes No No no
5 Measured Rate/Bus. Yes No No no
6 Area Plus Yes No No no
7 Package/Complete Yes No No no
Choice and area plus
8 Optional Calling Plan Yes No No no
9 Ga. Community Calling | Yes No No no
10 | Call Waiting Deluxe Yes No No no
11 | Call Waiting Yes No No no
12 | Caller ID Yes No No no
13 | Speed Calling Yes No No RO
14 | 3 Way Calling Yes No No no
15 | Call Forwarding- Yes No No no
(‘ Variable
. 16 | Remote Access to CF Yes No No no
17 | Enhanced Caller ID Yes No No no
18 | Memory Call Yes No No no
19 | Memory Call Ans. Svc. | Yes No No no
20 | MTS Yes No No no
21 RCF Yes No No no
22 | Ringmaster Yes No No no
23 | Call Tracing Yes No No no
24 Call Block Yes No No no
25 | Repeat Dialing Yes No No no
26 | Call Selector Yes No No no
27 Call Return Yes No No no
28 | Preferred Call Forward | Yes No No no
29 | Touchtone Yes No No no
30 | Visual Director Yes No No no
31 INP (all types?) Yes UNE No no
32 | Unbundled Loop- Yes UNE No Yes-
Analog 2W, SL1, SL2 designed,
: no-non-
designed
33 | 2 wire analog port Yes UNE No no
34 | Local Number Yes UNE No no
Portability (always?)
35 | Accupulse No Yes Yes yes See note at bottom of matrix.
36 | Basic Rate ISDN No Yes Yes yes LSR electronically submitted; no
@ flow through
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BeliSouth
Service Quality Measurements
Regional Performance Reports
BellSouth Service Flow-through | Complex | Complex | Design | Can ordering this service cause
Offered to CLEC via ifno BST or Service Order Service | fall out for a reason other than
resale or UNE CLEC Errors | (Yes/No) | (Yes/No) | (Yes/No) | errors or complex? If so, what
(Yes/No) reason?
37 | DID No* Yes Yes Yes * yes with OSS'99
38 | Frame Relay No Yes Yes yes
39 | Megalink No Yes Yes yes
40 | Megalink-T1 No Yes Yes yes
41 | Native Mode LAN No Yes Yes yes
Interconnection
(NMLI)
42 | Pathlink Primary Rate | No Yes Yes yes
ISDN
43 | Synchronet No Yes Yes yes LSR electronically submitted; no
flow through
44 | PBX Trunks No Yes Yes Yes LSR electronically submitted; no
flow through
45 | LightGate No Yes Yes yes
46 | Smartpath No Yes Yes yes
47 | Hunting No Yes no no LSR electronically submitted; no
flow through
48 CENTREX No Yes Yes no
49 | FLEXSERV No Yes Yes yes
50 | Multiserv No Yes Yes yes
51 Off-Prem Stations No Yes Yes yes
52 | SmartRING No Yes Yes yes
53 FX No Yes Yes yes
54 | Tie Lines No Yes Yes Yes
55 | WATS No Yes Yes yes
56 | 4 wire analog voice No UNE Yes yes-
grade loop designed,
no-non-
designed
57 | 4 wire DS]1 & PRI No UNE Yes yes
digital loop
58 | 2 wire ISDN digital No UNE Yes yes
loop
59 | 4 wire DS1 & PRI No UNE Yes yes
digital loop
60 | ADSL | No* UNE Yes yes * yes as of OSS°99?
61 HDSL No UNE Yes yes
62 | 2 wire analog DID No UNE Yes Yes
trunk port
63 | 2 wire ISDN digital line | No UNE Yes yes
side port
64 | 4 wire ISDN DSI No UNE Yes yes
digital trunk ports
65 UNE Combinations y-loop+port UNE Yes yes
66 | Directory Listings No* UNE Yes no ¢ yes as of OSS°99
(simple)
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Service Quality Measurements
Regional Performance Reports
BellSouth Service Flow-through | Complex | Complex | Design | Can ordering this service cause
Offered to CLEC via ifno BST or Service Order Service | fall out for a reason other than
resale or UNE CLEC Errors | (Yes/No) | (Yes/No) | (Yes/No) | errors or complex? If so, what
(Yes/No) reason?
67 | Directory Listings No* UNE yes no ® yes as of 0SS’99, captions and
(complex) indentions
68 | ESSX No Yes Yes no

Note for last column: For all services that indicate ‘No’ for flow-through, the following reasons, in addition to errors or
complex services, also prompt manual handling: Expedites from CLECs, special pricing plans, for denials - restore and
conversion or disconnect and conversion both required, partial migrations (although conversions-as-is flow through),
class of service invalid in certain states with some TOS — e.g. gov’t, or cannot be changed when changing main TN on
C activity, low volume — e.g. activity type T=move, pending order review required, more than 25 business lines, restore
or suspend for UNE combos, transfer of calls option for CLEC end user — fixed with release 6.0, new TN not yet posted
to BOCRIS. All but the last one are unique to the CLEC environment.
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Service Quality Measurements
Regional Performance Reports

ORDERING

Report/Measurement:

Percent Rejected Service Requests

Definition:

Percent Rejected Service Request is the percent of total Local Service Requests (LSRs) received which
are rejected due to error or omission. An LSR is considered valid when it is electronically submitted by
the CLEC and passes LEO edit checks to insure the data received is correctly formatted and complete.

Exclusions:

Service Requests canceled by the CLEC prior to being rejected/clarified.

Business Rules:

Fully Mechanized: An LSR is considered “rejected” when it is submitted electronically but does not
pass LEO edit checks in the ordering systems (EDI, TAG, LEO, LESOG) and is returned to the CLEC.
There are two types of “Rejects” in the Mechanized category:

e A Fatal Reject occurs when a CLEC attempts to electronically submit an LSR but required fields
are not populated correctly and the request is returned to the CLEC before it is considered an LSR.
Fatal Rejects are included in the calculation for regional reports only.

e An Auto Clarification is a valid LSR, which is electronically submitted but rejected from LESOG
because it does not pass further edit checks for order accuracy.

Partially Mechanized: A valid LSR, which is electronically submitted (via EDI or TAG), but cannot

be processed electronically and “falls out” for manual handling. It is then put into “clarification” and

(rejected) sent back to the CLEC.

Total Mechanized: Combination of Fully Mechanized and Partially Mechanized LSRs.

Non Mechanized: An LSR which is faxed or mailed to the LCSC for processing and is “clarified”

(rejected) back to the CLEC by the BST service representative.

LNP: Under Development

Calculation:

Percent Rejected Service Requests = (Total Number of Rejected Service Requests) / (Total Number of
Service Requests Received) X 100 during the month.

Report Structure:

¢  Fully Mechanized, Partially Mechanized, Total Mechanized, Non-Mechanized
¢ State and Region

e CLEC Specific

e CLEC Aggregate

Level of Disaggregation:
e  Resale Residence
¢ Resale Business
e Resale Specials
s UNE
e UNE Loop with NP
e Other
e  Trunks

Data Retained Relating to CLEC Experience: Data Retained Relating to BST Performance:
o Report Month . e Report Month
¢ Total number of LSRs ¢ Total number of LSRs
¢ Total number of Rejects e  Total number of Errors
s  Total Number of Errors e  Adjusted Error Volume
e State and Region e State and Region

Retail Analog/Benchmark:

Benchmark is under development. Retail Analog also under development

Revision date: 09/13/99 (lg)
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Service Quality Measurements
Regional Performance Reports
ORDERING
Report/Measurement:
Reject Interval
Definition:

Reject Interval is the average reject time from receipt of an LSR to the distribution of a Reject. An LSR
is considered valid when it is electronically submitted by the CLEC and passes LEO edit checks to
insure the data received is correctly formatted and complete.

Exclusions:

Service Requests canceled by CLEC prior to being rejected/clarified

Business Rules:

Fully Mechanized: The elapsed time from receipt of a valid LSR (date and time stamp in ED or TAG)
until the LSR is rejected (date and time stamp of reject in LEO). Fatal Rejects and Auto Clarifications
are considered in the Fully Mechanized category.

Partially Mechanized: The elapsed time from receipt of a valid LSR (date and time stamp in EDI or
TAG) until it falls out for manual handling. The stop time on partially mechanized LSRs is when the
LCSC Service Representative clarifies the LSR back to the CLEC via LEO.

Total Mechanized: Combination of Fully Mechanized and Partially Mechanized LSRs.
Non-Mechanized: The elapsed time from receipt of a valid LSR (date and time stamp from FAX
stamp) until notice of the reject is returned to the CLEC via LON.

LNP: Under development.

Calculation:

Reject Interval = Z[(Date and Time of Service Request Rejection) — (Date and Time of Service Request
Receipt)] / (Number of Service Requests Rejected in Reporting Period)

Report Structure:

e CLEC Specific
o CLEC Aggregate
e  Fully Mechanized, Partially Mechanized, Total Mechanized, Non-Mechanized, Trunks

Level of Disaggregation:

e  Product Reporting Levels
Interconnection Trunks
Resale — Residence
Resale — Business
Resale — Design
UNE Design
UNE Non- Design
UNE Loop with and w/o NP
e  Geographic Scope
> State, Region and further geographic disaggregation as required by State Commission Order
e  Mechanized: 0-4 minutes, 4-8 minutes, 8-12 minutes, 12-60 minutes, 0-1 hour 1-8 hours, 8-24 hours,

VVVVVVY

>24 hours.

e Non-mechanized: 0-1 hour, 1-4 hours, 4-8 hours, 8-12 hours, 12-16 hours, 16-20 hours, 20-24 hours
>24 hours

e  Average Interval in Days.

e  Trunks:

Data Retained Relating to CLEC Experience: Data Retained Relating to BST Performance:

e  Report Month ¢  Report Month

® Reject Interval o  Reject Interval

o  Total Number of LSRs e Total number of LSRs

¢ Total number of Errors ¢ Total number of Errors

e  State and Region o State and Region

Retail Analog/Benchmark:

Benchmark is under development. Retail Analog also under development

Revision date: 09/13/99 (lg)
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Service Quality Measurements
Regional Performance Reports
ORDERING
Report/Measurement:
Firm Order Confirmation Timeliness
Definition:

Interval for Return of a Firm Order Confirmation (FOC Interval) is the average response time from receipt of
valid LSR to distribution of a firm order confirmation.

Exclusions:

e Rejected LSRs
e  Partially Mechanized or Non-Mechanized LSRs received and/or FOCd outside of normal business hours.

Business Rules:

e  Mechanized - The elapsed time from receipt of a valid electronically submitted LSR (date and time
stamp in LENS, EDI, TAG) until the LSR is processed and appropriate service orders are generated in
SOCS.

e  Partially Mechanized — The elapsed time from receipt of a valid electronically submitted LSR which

falls out for manual handling by the LCSC personnel until appropriate service orders are issued by a BST
service representative via Direct Order Entry (DOE) or Service Order Negotiation Generation System
(SONGS) to SOCS.
Total Mechanized - Combination of Fully Mechanized and Partially Mechanized LSRs
Non-Mechanized - The elapsed time from receipt of a valid LSR (fax receive date and time stamp) until
appropriate service orders are issued by BST service representative via Direct Order Entry (DOE) or
Service Order Negotiation Generation System (SONGS) to SOCS.

e  LNP: Under development.

Calculation:

Firm Order Confirmation Timeliness = £[(Date and Time of Firm Order Confirmation) — (Date and Time of
Service Request Receipt)] / (Number of Service Requests Confirmed in Reporting Period)

Report Structure:

e Fully Mechanized, Partially Mechanized, Total Mechanized, Non-Mechanized
.  CLEC Specific
o CLEC Aggregate

Level of Disaggregation:

s  Product Reporting Levels
. Interconnection Trunks
Resale — Residence
Resale — Business
Resale — Design
UNE Design
UNE Non- Design
UNE Loop with and w/o NP
Trunks
e  Geographic Scope
> State, Region and further geographic disaggregation (MSA) as required by State Commission Order
e  Mechanized: 0-15 minutes, 15-30 minutes, 30-45 minutes, 45-60 minutes, 60-90 minutes, 90-120
minutes, 120-240 minutes, 4-8 hours, 8-12 hours, 12-16 hours, 16-20 hours, 20-24 hours, 24-48 hours, >
48 hours.
e Non-mechanized: 0-4 hours, 4-8 hours, 8-12 hours, 12-16 hours, 16-20 hours, 20-24 hours, 24-48 hours, >
48 hours.
e  Trunks: 0-5 days, 6-8 days, 9-11 days, 12-14 days, 15-17 days, 18-20 days, >20 days
< 10 and > 10 Circuits / Lines
e  Average Interval in Days.

VVVVVVVY

Page 15 of 71 Version 09/15/99




@

BellSouth
Service Quality Measurements
Regional Performance Reports

ORDERING - (Firm Order Confirmation Timeliness — Continued)

Data Retained Relating to CLEC Experience:

Data Retained Relating to BST Performance:

o Report Month e Report Month

) Interval for FOC e Interval for FOC

. Total number of LSRs e  Total Number of LSRs
. State and Region e  State and Region

Retail Analog/Benchmark:

Benchmark is under development. Retail Analog also under development

Page 16 of 71

Revision date: 09/13/99 (lg)

Version 09/15/99




BellSouth
Service Quality Measurements

‘ Regional Performance Reports
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ORDERING

Report/Measurement:
Speed of Answer in Ordering Center
Definition:
Measures the average time a customer is in queue.
Exclusions:
None
Business Rules:
The clock starts when the appropriate option is selected (i.e. 1 for Resale Consumer, 2 for Resale
Multiline, and 3 for UNE-LNP, etc.) and the call enters the queue for that particular group in the LCSC.
The clock stops when a BST service representative in the LCSC answers the call. The speed of answer
is determined by measuring and accumulating the elapsed time from the entry of a CLEC call into the
BellSouth automatic call distributor (ACD) until the a service representative in BSTs Local Carrier
Service Center (LCSC) answers the CLEC call.
Calculation:
(Total time in seconds to reach the LCSC) / (Total Number of Calls) in the Reporting Period.
Report Structure:
e CLEC Aggregate
e BST Aggregate (Combination of Residence Service Center and Business Service Center data under
development)
Level of Disaggregation:
\ e  CLEC Aggregate

e  BST Aggregate (Combination of Residence Service Center and Business Service Center data under

development)
Data Retained Relating to CLEC Experience: Data Retained Relating to BST Performance:
e  Mechanized tracking through LCSC e  Mechanized tracking through BST Retail
Automatic Call Distributor center support systems
Retail Analog/Benchmark:

For CLEC, Speed of Answer in Ordering Center (LCSC) is comparable to Speed of Answer in BST
Business Offices.

Revision date: 09/13/99 (lg)
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PROVISIONING

Report/Measurement:

Mean Held Order Interval & Distribution Intervals

Definition:

When delays occur in completing CLEC orders, the average period that CLEC orders are held for BST reasons,
pending a delayed completion, should be no worse for the CLEC when compared to BST delayed orders.

[ Exclusions:

e  Any order canceled by the CLEC will be excluded from this measurement.
e Order Activities of BST associated with internal or administrative use of local services.

Business Rules:

Mean Held Order Interval: This metric is computed at the close of each report period. The held order interval
is established by first identifying all orders, at the close of the reporting interval, that both have not been reported
as completed in SOCS and have passed the currently committed due date for the order. For each such order, the
number of calendar days between the committed due date and the close of the reporting period is established and
represents the held order interval for that particular order. The held order interval is accumulated by the standard
groupings, unless otherwise noted, and the reason for the order being held. The total number of days accumulated
in a category is then divided by the number of held orders within the same category to produce the mean held
order interval.

CLEC Specific reporting is by type of held order (facilities, equipment, other), total number of orders held, and
the total and average days.

Held Order Distribution Interval: This measure provides data to report total days held and identifies these in
categories of >15 days and > 90 days. (orders counted in >90 days are also included in >15 days).

Calculation:

Mean Held Order Interval:
T (Reporting Period Close Date — Committed Order Due Date) / (Number of Orders Pending and Past The
Committed Due Date) for all orders pending and past the committed due date.
Held Order Distribution Interval:
" (# of Orders Held for > 90 days) / (Total # of Orders Pending But Not Completed) X 100
(# of Orders Held for > 15 days) / (Total # of Orders Pending But Not Completed) X 100

Report Structure:

e CLEC Specific
o CLEC Aggregate
e BST Aggregate

Level of Disaggregation:

e  Product Reporting Levels

POTS - Residence

POTS — Business

DESIGN

PBX

CENTREX

ISDN

UNE 2 Wire Loop with NP (Design and Non-Design)
UNE 2 Wire Loop without NP (Design and Non-Design)
UNE Loop Other with NP (Design and Non-Design)
UNE Loop Other without NP (Design and Non-Design)
UNE Other (Design and Non-Design)

Switching (Under development)

Local Transport (Under development)

Combos (Under development)

NP (Under development as separate category)

Local Interconnection Trunks

¢  Geographic Scope

VVVVVVVVVVVVVVVY

> State, Region, and further geographic disaggregation (MSA) as required by State Commission Order
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PROVISIONING — (Mean Held Order Interval & Distribution Intervals — Continued)

Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
e Report Month e Report Month
¢ CLEC Order Number and PON (PON) e  BST Order Number
e  Order Submission Date (TICKET_ID) e  Order Submission Date
¢ Committed Due Date (DD) e Committed Due Date
e  Service Type(CLASS_SVC_DESC) e Service Type
e Hold Reason e Hold Reason
e Total line/circuit count (under development) a  Geographic Scope
¢ Geographic Scope
NOTE: Code in parentheses is the corresponding
header found in the raw data file.
Retail Analog/Benchmark:

CLEC Residence Resale / BST Residence Retail
CLEC Business Resale / BST Business Retail
CLEC Design / BST Design

CLEC PBX, CENTREX, ISDN/ BST PBX, CENTREX, ISDN
Interconnection Trunks-CLEC / Interconnection Trunks -BST

UNEs-Retail Analog (under development at this time)
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BeliSouth
Service Quality Measurements
Regional Performance Reports
PROVISIONING
Report/Measurement:
Average Jeopardy Notice Interval & Percentage of Orders Given Jeopardy Notice
Definition:

When BST can determine in advance that a committed due date is in jeopardy, it will provide advance notice to
the CLEC.

Exclusions:

e  Any order canceled by the CLEC will be excluded from this measurement
e  Orders held for CLEC end user reasons
e  Orders submitted to BST through non-mechanized methods

Business Rules:

When BST can determine in advance that a committed due date is in jeopardy it will provide advance notice to
the CLEC. The number of committed orders in a report period is the number of orders that have a due date in
the reporting period.

Calculation:

Average Jeopardy Interval =X [ (Date and Time of Scheduled Due Date on Service Order) - (Date and Time
of Jeopardy Notice)})/[Number of Orders Notified of Jeopardy in Reporting Period).

Percent of Orders Given Jeopardy Notice =Z [ (Number of Orders Given Jeopardy Notices in

Reporting Period) / (Number of Orders Confirmed (due) in Reporting Period)

Report Structure:

e CLEC Specificand CLEC Aggregate
e BST Aggregate (under development with estimated release date of 8/15/99 for June reporting)

Level of Disaggregation:

o  Product Reporting Levels

POTS - Residence

POTS - Business

DESIGN

PBX

CENTREX

ISDN

UNE 2 Wire Loop with NP (Design and Non-Design)
UNE 2 Wire Loop without NP (Design and Non-Design)
UNE Loop Other with NP (Design and Non-Design)
UNE Loop Other without NP (Design and Non-Design)
UNE Other (Design and Non-Design)

Switching (Under development)

Local Transport (Under development)

Combos (Under development)

NP (Under development as separate category)

Local Interconnection Trunks

Geographic Scope

State, Region, and further geographic disaggregation (MSA) as required by State Commission Order

VVVVVVVVVVVVVVVVVY
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BellSouth
Service Quality Measurements
. Regional Performance Reports -

PROVISIONING -
(Average Jeopardy Notice Interval & Percentage of Orders Given Jeopardy Notice ~ Continued)
Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience

e Report Month s . Report Month

e CLEC Order Number and PON e CLEC Order Number and PON

e Date and Time Jeopardy Notice sent e Date and Time Jeopardy Notice sent

o Committed Due Date ¢ Committed Due Date

o Service Type e Service Type
NOTE: Code in parentheses is the corresponding NOTE: Code in parentheses is the corresponding

header found in the raw data file. header found in the raw data file.

Retail Analog/Benchmark:

CLEC Residence Resale / BST Residence Retail

CLEC Business Resale / BST Business Retail

CLEC Design / BST Design

CLEC PBX, CENTREX, ISDN/ BST PBX, CENTREX, ISDN
Interconnection Trunks-CLEC / Interconnection Trunks ~BST
UNEs-Retail Analog (under development at this time)

Revision date: 09/15/99 (taf)
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BellSouth
Service Quality Measurements
Regional Performance Reports -

PROVISIONING

Report/Measurement:

Percent Missed Installation Appointments

Definition:

“Percent missed installation appointments” monitors the reliability of BST commitments with respect to
committed due dates to assure that CLECs can reliably quote expected due dates to their retail customer
as compared to BST.

Exclusions:

e Canceled Service Orders

e  Order Activities of BST or the CLEC associated with internal or administrative use of local services
(Record Orders, Test Orders, etc.)

e Disconnect (D) & From (F) orders

Business Rules:

Percent Missed Installation Appointments is the percentage of total orders processed for which BST is
unable to complete the service orders on the committed due dates. Missed Appointments caused by end-
user reasons will be included and reported separately. A business day is any time period within the same
date frame, which means there cannot be a cutoff time for commitments as certain types of orders are
requested to be worked after standard business hours. Also, during Daylight Savings Time, field
technicians are scheduled until 9PM in some areas and the customer is offered a greater range of intervals
from which to select.

Calculation:

Percent Missed Installation Appointments = T (Number of Orders Not Complete by Committed Due
Date in Reporting Period) / (Number of Orders Completed in Reporting Period) X 100

Report Structure:

e CLEC Specific
e CLEC Aggregate
e BST Aggregate
Report explanation: The difference between End User MA and Total MA is the result of BST caused

misses. Here, Total MA is the total % of orders missed either by BST or CLEC end user and
- End User MA represents the percentage of orders missed by the end user
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BeliSouth
Service Quality Measurements

' ' Regional Performance Reports

PROVISIONING - (Percent Missed Installation Appointments — Continued)

Level of Disaggregation:

e Reported in categories of <10 line/circuits; > 10 line/circuits
* Dispatch / No Dispatch
e  Product Reporting Levels

> POTS - Residence
> POTS - Business
> DESIGN
> PBX
» CENTREX
> ISDN
> UNE 2 Wire Loop with NP (Design and Non-Design)
» UNE 2 Wire Loop without NP (Design and Non-Design)
> UNE Loop Other with NP (Design and Non-Design)
» UNE Loop Other without NP (Design and Non-Design)
» UNE Other (Design and Non-Design)
» Switching (Under development)
» Local Transport (Under development)
» Combos (Under development)
» NP (Under development as separate category)
> Local Interconnection Trunks
» Geographic Scope
. > State, Region, and further geographic disaggregation (MSA) as required by State
[ Commission Order
Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
e Report Month ¢ Report Month
e CLEC Order Number and PON (PON) e BST Order Number
¢  Committed Due Date (DD) e Committed Due Date
e  Completion Date (CMPLTN DD) e Completion Date
e  Status Type e  Status Type
e  Status Notice Date e Status Notice Date
e  Standard Order Activity o  Standard Order Activity
e  Geographic Scope e  Geographic Scope
NOTE: Code in parentheses is the corresponding
header found in the raw data file.
Retail Analog/Benchmark:

CLEC Residence Resale / BST Residence Retail

CLEC Business Resale / BST Business Retail

CLEC Design / BST Design

CLEC PBX, CENTREX, ISDN/ BST PBX, CENTREX, ISDN
Interconnection Trunks-CLEC / Interconnection Trunks —-BST
UNEs-Retail Analog (under development at this time)

Revision date: 06/24/99 (taf)
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BellSouth
Service Quality Measurements
Regional Performance Reports

PROVISIONING

Report/Measurement :

Average Completion Interval (OCI) & Order Completion Interval Distribution

Definition:

The “average completion interval” measure monitors the interval of time it takes BST to provide service
for the CLEC or its’ own customers. The “Order Completion Interval Distribution” provides the
percentage of orders completed within certain time periods.

Exclusions:

e Canceled Service Orders

e  Order Activities of BST or the CLEC associated with internal or administrative use of local services

e (Record Orders, Test Orders, etc.)

e D (Disconnect) and F (From) orders. (From is disconnect side of a move order when the customer moves
to a new address).

e “L” Appointment coded orders (where the customer has requested a later than offered interval)

Business Rules:

The actual completion interval is determined for each order processed during the reporting period. The
completion interval is the elapsed time from when the order is electronically entered into SOCS after the FOC
on a CLEC order, or the date time stamp receipt into SOCS by BST on retail orders to the order completion
date. The clock starts when a valid order number is assigned by SOCS and stops when the technician or
system completes the order in SOCS. Elapsed time for each order is accumulated for each reporting
dimension. The accumulated time for each reporting dimension is then divided by the associated total number
of orders completed

Calculation:

Average Completion Interval:
Z [ (Completion Date & Time) - (Order Issue Date & Time) ] / Z (Count of Orders Completed in
Reporting Period)

Order Completion Interval Distribution:
Z (Service Orders Completed in “X” days) / (Total Service Orders Completed in Reporting Period) X 100

Report Structure:

e CLEC Specific
e CLEC Aggregate
e BST Aggregate
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Service Quality Measurements

' Regional Performance Reports
\

PROVISIONING -
(Average Completion Interval (OCI) & Order Completion Interval Distribution — Continued)

Level of Disaggregation:
¢ Dispatch/No Dispatch categories applicable to all levels except trunks.
o Residence & Business reported in day intervals = 0,1,2,3,4, 5, 5+
¢ UNE and Design reported in day intervals = 0-5, 5-10, 10-15, 15-20, 20-25, 25-30, 30+
o  All Levels are reported <10 line/circuits; >10 line/circuits
e  Product Reporting Levels
> POTS - Residence
> POTS - Business
> DESIGN
> PBX
‘ > CENTREX
> ISDN
> UNE 2 Wire Loop with NP (Design and Non-Design)
i » UNE 2 Wire Loop without NP (Design and Non-Design)
i > UNE Loop Other with NP (Design and Non-Design)
> UNE Loop Other without NP (Design and Non-Design)
» UNE Other (Design and Non-Design)
» Switching (Under development)
> Local Transport (Under development)
» Combos (Under development)
1‘ » NP (Under development as separate category)
' » Local Interconnection Trunks
» Geographic Scope
> State, Region, and further geographic disaggregation (MSA) as required by State
. Commission Order
Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
e Report Month ¢ Report Month
¢ CLEC Company Name e CLEC Order Number
¢ Order Number (PON) e  Order Submission Date & Time
s  Submission Date & Time (TICKET_ID) s  Order Completion Date & Time
e Completion Date (CMPLTN_DT) o  Service Type
o Service Type (CLASS_SVC_DESC) o  Geographic Scope
¢ Geographic Scope
NOTE: Code in parentheses is the corresponding
header found in the raw data file.
Retail Analog/Benchmark

CLEC Residence Resale / BST Residence Retail

CLEC Business Resale / BST Business Retail

CLEC Non-UNE Design / BST Design

CLEC PBX, CENTREX, ISDN/ BST PBX, CENTREX, ISDN
Interconnection Trunks-CLEC / Interconnection Trunks-BST
UNEs-Retail Analog (under development at this time)

Revision date: 09/08/99 (taf)
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BeliSouth
Service Quality Measurements
Regional Performance Reports

PROVISIONING

Report/Measurement:

Average Completion Notice Interval

Definition:

The Completion Notice Interval is the elapsed time between the BST reported completion of work and
the issuance of a valid completion notice to the CLEC.

Exclusions:

e Non-mechanized Orders

e Cancelled Service Orders

o  Order Activities of BST associated with internal or administrative use of local services
e D &F orders

Business Rules:

Measurement of interval of completion date and time by a field technician on dispatched orders, and
5PM on the due date for non-dispatched orders; to the release of a notice to the CLEC/BST of the
completion status. On all orders (mechanized and non-mechanized) the field technician notifies the
CLEC by telephone the work was complete and then he enters the work order completion information
and completion time in his computer. This information switches through to the SOCS systems either
completing the order or rejecting the order to the Work Management Center (WMC). If the completion is
rejected, it is manually corrected and then completed by the WMC. The notice is returned on each
individual order submitted and as the notice is sent electronically, it can only be switched to those orders
that were submitted by the CLEC electronically.

Calculation: .

T (Date and Time of Notice of Completion) — (Date and Time of Work Completion) / (Number of Orders
Completed in Reporting Period)

Report Structure:

o CLEC Specific
e CLEC Aggregate
e BST Aggregate (in development-expected release date 08/15/99 reporting)

Level of Disaggregation:

e Reporting intervals in Hours: 0-1, 1-2, 2-4, 4-8, 8-12, 12-24, > 24, plus Overall Average Hour
Interval

e Reported in categories of <10 line/circuits; > 10 line/circuits
Product Reporting Levels

POTS - Residence

POTS — Business

DESIGN

PBX

CENTREX

ISDN

UNE 2 Wire Loop with NP (Design and Non-Design)

UNE 2 Wire Loop without NP (Design and Non-Design)

UNE Loop Other with NP (Design and Non-Design)

UNE Loop Other without NP (Design and Non-Design)

UNE Other (Design and Non-Design)

Switching (Under development)

Local Transport (Under development)

Combos (Under development)

NP (Under development as separate category)

Local Interconnection Trunks

Geographic Scope

State, Region, and further geographic disaggregation (MSA) as required by

State Commission Order

VVVVVVVVVVVVVVVVVYY
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BellSouth
Service Quality Measurements

Regional Performance Reports
{3

PROVISIONING - (Average Completion Notice Interval - Continued)

Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
e  Report Month e  Report Month
e CLEC Order Number e Service Order Number
e  Work Completion Date ¢  Work Completion Date
e  Work Completion Time e  Work Completion Time
¢ Completion Notice Availability Date e Completion Notice Availability Date
e Completion Notice Availability Time e Completion Notice Availability Time
e Service Type e Service Type
e  Activity Type o Activity Type
e  Geographic Scope e  Geographic Scope
NOTE: Code in parentheses is the corresponding NOTE: Code in parentheses is the corresponding
header found in the raw data file. header found in the raw data file.
Retail Analog/Benchmark:

CLEC Residence Resale / BST Residence Retail

CLEC Business Resale / BST Business Retail

CLEC Non-UNE Design / BST Design

CLEC PBX, CENTREX, ISDN/ BST PBX, CENTREX, ISDN

UNEs-Retail Analog (under development at this time)

. Interconnection Trunks-CLEC / Interconnection Trunks-BST
;

Revision date: 09/15/99 (taf)
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BellSouth

Service Quality Measurements
Regional Performance Reports

PROVISIONING

Report/Measurement:

Coordinated Customer Conversions

Definition:

This category measures the average time it takes BST to disconnect an unbundled loop from the BST
switch and cross connect it to a CLEC’s equipment. This measurement applies to service orders with and
without NP, and where the CLEC has requested BST to provide a coordinated cutover.

Exclusions:

Any order canceled by the CLEC will be excluded from this measurement.
Delays due to CLEC following disconnection of the unbundled loop
Unbundled Loops where there is no existing subscriber loop

Business Rules:

Where the service order includes NP, the interval includes the total time for the cutover including the
translation time to place the line back in service on the ported line. The interval is calculated for the
entire cutover time for the service order and then divided by items worked in that time to give the
average per item interval for each service order.

Calculation:

T [(Completion Date and Time for Cross Connection of an Unbundled Loop)- (Disconnection Date and
Time of an Unbundled Loop)] / Total Number of Unbundled Loop Items for the reporting period.

Report Structure:

CLEC Specific
CLEC Aggregate

Level of Disaggregation:

Reported in intervals <=5 minutes; >5,<15 minutes; >15 minutes, plus Overall Average interval

Product Reporting Levels
» UNE Loops without NP
» UNE Loops with NP
» Geographic Scope

> State, Region, and further geographic disaggregation as required by State Commission Order

Data Retained Relating to CLEC Experience

Data Retained Relating to BST Experience

Report Month

CLEC Order Number

Committed Due Date (DD)

Service Type (CLASS_SVC_DESC)
Cutover Start Time

Cutover Completion time

Portability start and completion times

(NP orders)
Total Items

NOTE: Code in parentheses is the corresponding

header found in the raw data file.

e No BST Analog Exists

Retail Analog/Benchmark:

There is no retail analog for this measurement because it measures cutting loops to the CLEC.
Benchmark under development.

Revision date: 09/09/99 (taf)
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BeliSouth
Service Quality Measurements
Regional Performance Reports
PROVISIONING
Report/Measurement:
% Provisioning Troubles within 30 days of Service Order Activity
Definition:

Percent Provisioning Troubles within 30 days of Installation measures the quality and accuracy of
installation activities.

Exclusions:

e Canceled Service Orders

e  Order Activities of BST or the CLEC associated with internal or administrative use of local services
(R Orders, Test Orders, etc.)

o D & F orders

Business Rules:

Measures the quality and accuracy of completed orders. The first trouble report from a service order after
completion is counted in this measure. Subsequent trouble reports are measured in Repeat Report Rate.
Reports are calculated searching in the prior report period for completed service orders and following 30
days after completion for a trouble report.

D & F orders are excluded as there is no subsequent activity following a disconnect.

Calculation:

% Provisioning Troubles within 30 days of Service Order Activity = Z (Trouble reporis on all completed
orders < 30 days following service order(s) completion) / (All Service Orders completed in the calendar
month) X 100

Report Structure:

o CLEC Specific, CLEC Aggregate, BST Aggregate

Level of Disaggregation:

¢ Reported in categories of <10 line/circuits; > 10 line/circuits

¢ Dispatch / No Dispatch

¢  Product Reporting Levels

POTS - Residence

POTS - Business

DESIGN

PBX

CENTREX

ISDN

UNE 2 Wire Loop with NP (Design and Non-Design)
UNE 2 Wire Loop without NP (Design and Non-Design)
UNE Loop Other with NP (Design and Non-Design)
UNE Loop Other without NP (Design and Non-Design)
UNE Other (Design and Non-Design)

Switching (Under development)

Local Transport (Under development)

Combos (Under development)

NP (Under development as separate category)

Local Interconnection Trunks

Geographic Scope

State, Region, and further geographic disaggregation (MSA) as required by
State Commission Order

VVVVVVVVVVVVVVVVYVY
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BellSouth
Service Quality Measurements

. Regional Performance Reports
(N

PROVISIONING - (% Provisioning Troubles within 30 days of Service Order Activity — Continued)

Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
e Report Month ) ¢ Report Month
¢ CLEC Order Number and PON e BST Order Number
e  Order Submission Date(TICKET_ID) ¢  Order Submission Date
e  Order Submission Time (TICKET_ID) e  Order Submission Time
e Status Type e  Status Type
¢ Status Notice Date e  Status Notice Date
¢ Standard Order Activity o  Standard Order Activity
e  Geographic Scope e  Geographic Scope
NOTE: Code in parentheses is the corresponding
header found in the raw data file.

Retail Analog/Benchmark:
CLEC Residence Resale / BST Residence Retail
CLEC Business Resale / BST Business Retail
CLEC Design / BST Design
CLEC PBX, CENTREX, ISDN/ BST PBX, CENTREX, ISDN
Interconnection Trunks-CLEC / Interconnection Trunks —BST

(‘ UNEs-Retail Analog (Under Development at this time)

Revision date: 09/09/99 (taf)
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BellSouth
Service Quality Measurements
Regional Performance Reports
PROVISIONING
Report/Measurement :
Total Service Order Cycle Time (TSOCT)  (under development 3Q99)
Definition:

This is a new measurement under development to measure the total service order cycle time from receipt
of a valid service order request to the completion of the service order.

Exclusions:

e Canceled Service Orders

e Order Activities of BST or the CLEC associated with internal or adrmmstratlve use of local services

e (Record Orders, Test Orders, etc.)

e D (Disconnect) and F (From) orders. (From is disconnect side of a move order when the customer
moves to a new address).

e “L” Appointment coded orders (where the customer has requested a later than offered interval)

e  Orders with CLEC/Subscriber caused delays or CLEC/Subscriber requested due date changes.

Business Rules:

The interval is determined for each order processed during the reporting period. This measurement
combines two reports: FOC (Firm Order Confirmation) with Average Order Completion Interval.
This interval starts with the receipt of a valid service order request and stops when the technician or
system completes the order in SOCS. Elapsed time for each order is accumulated for each reporting
dimension. The accumulated time for each reporting dimension is then divided by the associated total
number of orders completed

Calculation :

Total Service Order Cycle Time
(under development)

Y —

Report Structure:

e CLEC Specific
o CLEC Aggregate
o BST Aggregate

Level of Disaggregation:

ISDN Orders included in Non Design - GA Only

Dispatch/No Dispatch categories applicable to all levels except trunks.
Intervals under development

Product Reporting Levels

Interconnection Trunks

POTS — Residence

POTS - Business

DESIGN

PBX

CENTREX

ISDN

UNE 2 Wire Loop with NP (Design and Non-Design)
UNE 2 Wire Loop without NP (Design and Non-Design)
UNE Loop Other with NP (Design and Non-Design)
UNE Loop Other without NP (Design and Non-Design)
UNE Other (Design and Non-Design)

Switching (Under development)

Local Transport (Under development)

Combos (Under development)

NP (Under development as separate category)

Local Interconnection Trunks

¢ Geographic Scope

> State, Region and further geographic disaggregation as required by State Commission Order

VVYVVVVVVVVVVVVVVYVYY
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_ BellSouth
Service Quality Measurements
Regional Performance Reports

PROVISIONING — (Total Service Order Cycle Time (TSOCT) — Continued)

Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
e  Report Month e  Report Month
o Interval for FOC e  CLEC Order Number
¢ CLEC Company Name o  Order Submission Date & Time
e  Order Number (PON) o  Order Completion Date & Time
e  Submission Date & Time (TICKET_ID) e Service Type
e Completion Date (CMPLTN_DT) e  Geographic Scope -
e  Service Type (CLASS_SVC_DESC)
¢  Geographic Scope
NOTE: Code in parentheses is the corresponding
header found in the raw data file.
Retail Analog/Benchmark

Under development (BST retail analog available at this time would be Average Completion Interval)
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BellSouth
Service Quality Measurements
Regional Performance Reports
MAINTENANCE & REPAIR
Report/Measurement:
Missed Repair Appointments
Definition:
The percent of trouble reports not cleared by the committed date and time.
Exclusions:

e Trouble tickets canceled at the CLEC request.
e BST trouble reports associated with internal or administrative service.
e  Customer Provided Equipment (CPE) troubles or CLEC Equipment Trouble.

Business Rules:

The negotiated commitment date and time is established when the repair report is received. The cleared
time is the date and time that BST personnel clear the trouble and closes the trouble report in his Computer
Access Terminal (CAT) or workstation. If this is after the Commitment time, the report is flagged as a
“Missed Commitment” or a missed repair appointment. When the data for this measure is collected for
BST and a CLEC, it can be used to compare the percentage of the time repair appointments are missed due
to BST reasons. Note: Appointment intervals vary with force availability in the POTS environment.
Specials and Trunk intervals are standard interval appointments of no greater than 24 hours.

Calculation:

Percentage of Missed Repair Appointments =X (Count of Customer Troubles Not Cleared by the
Quoted Commitment Date and Time) / £ (Total Trouble reports closed in Reporting Period) X 100

Report Structure:

e CLEC Specific
o CLEC Aggregate
e BST Aggregate

Level of Disaggregation:

ISDN Troubles included in Non-Design — GA ONLY
o  Product Reporting Levels
POTS - Residence, Business
Design
PBX, CENTREX and ISDN
UNE 2 Wire Loop (Design and Non — Design)
UNE Loop Other (Design and Non Design)
UNE Other (Design and Non - Design)
Switching, Local Transport and Combos (under development)
Loca! Interconnection Trunks A
e Dispatch/No Dispatch categories applicable to all product levels
e  Geographic Scope
> State, Region and further geographic disaggregation as required by State Commission Order
(e.g. Metropolitan Service Area - MSA)

VVVVVVYVY

@

Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
e Report Month s  Report Month
e CLEC Company Name e BST Company Code
e  Submission Date & Time ( TICKET_ID) ¢  Submission Date & Time
e Completion Date (CMPLTN_DT) ¢ Completion Date
¢ Service Type (CLASS_SVC_DESC) e  Service Type
¢ Disposition and Cause (CAUSE_CD & o Disposition and Cause (Non-Design /

CAUSE_DESC) Non-Special Only)
e Geographic Scope Trouble Code (Design and Trunking Services)
¢ Geographic Scope

NOTE: Code in parentheses is the corresponding
header found in the raw data file.
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BellSouth
Service Quality Measurements

‘ Regional Performance Reports
MAINTENANCE & REPAIR — (Missed Repair Appointments — Continued)

Retail Analog/Benchmark

CLEC Residence-Resale / BST Residence-Retail

CLEC Business-Resale / BST Business-Retail

CLEC Design-Resale / BST Design-Retail

CLEC PBX, Centrex, and ISDN Resale/ BST PBX, Centrex, and ISDN Retail
CLEC Trunking-Resale / BST Trunking-Retail

UNEs - Retail Analog (under development at this time.)

Revision date: 06/09/99 (see)
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BellSouth
~ Service Quality Measurements
Regional Performance Reports

MAINTENANCE & REPAIR

Report/Measurement:

Customer Trouble Report Rate

Definition:

Initial and repeated customer direct or referred troubles reported within a calendar month per 100 lines/
circuits in service.

Exclusions:

o  Trouble tickets canceled at the CLEC request.
e BST trouble reports associated with administrative service.
¢  Customer provided Equipment (CPE) troubles or CLEC equipment troubles.

Business Rules:

Customer Trouble Report Rate is computed by accumulating the number of maintenance initial and repeated
trouble reports during the reporting period. The resulting number of trouble reports are divided by the total
“number of service” lines, ports or combination of existing for the CLEC’s and BST respectively at the end
of the report month.

Calculation:

Customer Trouble Report Rate = (Count of Initial and Repeated Trouble Reports in the Current
Period) / (Number of Service Access Lines in service at End of the Report Period) X 100

Report Structure:

e CLEC Specific
e CLEC Aggregate
o BST Aggregate

Level of Disaggregation:

ISDN Troubles included in Non Design — GA Only
e  Product Reporting Levels
POTS Residence and Business
Design
PBX, CENTREX, and ISDN
UNE 2 Wire Loop (Design and Non — Design)
UNE Loop Other (Design and Non — Design)
UNE Other (Design and Non — Design)
Switching , Local Transport, and Combos (under development)
Local Interconnection Trunks
o Dispatch/No Dispatch categories applicable to all product levels
e  Geographic Scope
> State, Region and further geographic disaggregation as required by State Commission Order (e.g.
Metropolitan Service Area - MSA)

VVVVVVYVYYV

Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
e Report Month e  Report Month
o CLEC Company Name o BST Company Code
e  Ticket Submission Date & Time (TICKET_ID) o Ticket Submission Date & Time
¢  Ticket Completion Date (CMPLTN_DT) e Ticket Completion Date
¢  Service Type (CLASS_SVC_DESC) e Service Type
¢  Disposition and Cause (CAUSE_CD & e Disposition and Cause (Non-Design /
CAUSE_DESC) Non-Special Only)
# Service Access Lines in Service at the end of period e Trouble Code (Design and Trunking
Geographic Scope Services)
o  # Service Access Lines in Service at the
NOTE: Code in parentheses is the corresponding header end of period
found in the raw data file. o  Geographic Scope
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Service Quality Measurements

. Regional Performance Reports

MAINTENANCE & REPAIR — (Customer Trouble Report Rate — Continued)

Retail Analog/Benchmark:

CLEC Residence-Resale / BST Residence -Retail

‘ CLEC Business-Resale / BST Business-Retail

| CLEC Design-Resale / BST Design-Retail

CLEC PBX, Centrex and ISDN Resale/ BST PBX, Centrex, and ISDN Retail
CLEC Trunking-Resale / BST Trunking-Retail

UNE:s - Retail Analog (under development at this time)

Revision date: 06/09/99 (see)
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BeliSouth
Service Quality Measurements
Regional Performance Reports

MAINTENANCE & REPAIR

Report/Measurement:

Maintenance Average Duration

Definition:

The Average duration of Customer Trouble Reports from the receipt of the Customer Trouble Report to
the time the trouble report is cleared.

Exclusions:

e Trouble reports canceled at the CLEC request

e BST trouble reports associated with administrative service

e  Customer Provided Equipment (CPE) troubles or CLEC Equipment Troubles.
e Trouble reports greater than 10 days

Business Rules:

For Average Duration the clock starts on the date and time of the receipt of a correct repair request. The
clock stops on the date and time the service is restored (when the technician completes the trouble ticket
on his/her CAT or work system).

Calculation:

Maintenance Average Duration = Z(Date and Time of Service Restoration) — (Date and Time Trouble
Ticket was Opened) / Z( Total Closed Troubles in the reporting period)

Report Structure:

e CLEC Specific
e BST Aggregate
o CLEC Aggregate

Level of Disaggregation:

ISDN Troubles included in Non Design — GA Only
¢ Product Reporting Levels
POTS~ Residence and Business
Design
PBX, CENTREX, and ISDN
UNE 2 Wire Loop (Design Non — Design)
UNE Loop Other (Design Non — Design)
UNE Other (Design Non — Design)
Switching, Local Transport and Combos (under development)
Local Interconnection Trunks '
e Dispatch/No Dispatch categories applicable to all product levels
e  Geographic Scope

> State, Region and further geographic disaggregation as required by State Commission Order
(e.g. Metropolitan Service Area — MSA)

VVVVVVVY
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BeliSouth
Service Quality Measurements

‘ Regional Performance Reports

MAINTENANCE & REPAIR - (Maintenance Average Duration — Continued)

Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
¢ Report Month e Report Month
o Total Tickets (LINE_NBR) e  Total Tickets
e CLEC Company Name o BST Company Code
e Ticket Submission Date & Time (TIME_ID) e  Ticket Submission Date
e  Ticket Completion Date (CMPLTN_DT o  Ticket submission Time
s Service Type (CLASS_SVC_DESC) o  Ticket completion Date
» Disposition and Cause (CAUSE_CD & e  Ticket Completion Time
CAUSE_DESC) e  Tota] Duration Time
e  Geographic Scope e Service Type
e Disposition and Cause (Non — Design /
NOTE: Code in parentheses is the corresponding Non-Special Only)
header found in the raw data file. ¢ Trouble Code (Design and
Trunking Services)
*  Geographic Scope
Retail Analog/Benchmark:
CLEC Residence-Resale / BST Residence-Resale
CLEC Business-Resale / BST Business-Retail
CLEC Design-Resale / BST Design-Retail
CLEC PBX, Centrex and ISDN Resale / BST PBX, Centrex and ISDN Retail
CLEC Trunking-Resale /BST Trunking-Retail
(‘ UNE:s - Retail Analog (under development at this time)

Revision date: 06/09/99 (see)
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BellSouth
Service Quality Measurements
Regional Performance Reports

MAINTENANCE & REPAIR

Report/Measurement:

Percent Repeat Troubles within 30 Days

Definition:

Trouble reports on the same line/circuit as a previous trouble report received within 30 calendar days as a
percent of total troubles reported.

Exclusions:

e Trouble Reports canceled at the CLEC request
e BST Trouble Reports associated with administrative service
o  Customer Provided Equipment (CPE) Troubles or CLEC Equipment Troubles.

Business Rules:

Includes Customer trouble reports received within 30 days of an original Customer trouble report.

Calculation:

Percentage of Missed Repair Appointments = (Count of Customer Troubles where more than one trouble
report was logged for the same service line within a continuous 30 days) / ( Total Trouble Reports Closed
in Reporting Period) X 100

Report Structure:

e CLEC Specific
e CLEC Aggregate
e BST Aggregate

Level of Disaggregation:

ISDN Troubles included in Non Design — GA Only
e Product Reporting Levels
POTS Residence and Business
Design
PBX, CENTREX and ISDN
UNE 2 Wire Loop (Design and Non — Design)
UNE Loop Other (Design and Non — Design)
UNE Other (Design Non — Design)
Switching, Local Transport and Combos (under development)
Local Interconnection Trunks
e Dispatch/No Dispatch categories applicable to all product levels
o  Geographic Scope
> State, Region and further geographic disaggregation as required by State Commission Order
(e.g. Metropolitan Service Area - MSA)

VVVVVVVY

Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
e Report Month e  Report Month
e Total Tickets (LINE_NBR) e  Total Tickets
e CLEC Company Name e BST Company Code
e  Ticket Submission Date & Time ¢  Ticket Submission Date
(TICKET_ID) e Ticket Submission Time
¢  Ticket Completion Date (CMPLTN_DT) ¢  Ticket Completion Date
¢ Total and Percent Repeat Trouble Reports o  Ticket Completion Time
within 30 Days (TOT_REPEAT) e Total and Percent Repeat Trouble Reports
Service Type within 30 Days
Disposition and Cause (CAUSE_CD & . e  Service Type
CAUSE_DESC) e  Disposition and Cause (Non — Design/
¢  Geographic Scope Non-Special only)
e Trouble Code (Design and
NOTE: Code parentheses is the corresponding Trunking Services)
header format found in the raw data file. e  Geographic Scope
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Service Quality Measurements

. Regional Performance Reports
h

MAINTENANCE & REPAIR — (Percent Repeat Troubles within 30 Days - Continued)

Retail Analog/Benchmark:
CLEC Residence-Resale / BST Residence-Retail
CLEC Business- Resale / BST Business-Retail
CLEC Design-Resale / BST Design-Retail
CLEC PBX, Centrex and ISDN Resale / BST PBX, Centrex and ISDN Retail
CLEC Trunking-Resale / BST Trunking-Retail
UNE:s - Retail Analog (under development at this time)

Revision date: 06/09/99 (see)
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BellSouth
Service Quality Measurements
Regional Performance Reports

MANTENANCE & REPAIR

Report/Measurement:

Out of Service (OOS) > 24 Hours

Definition:

For Out of Service Troubles (no dial tone, cannot be called or cannot call out) the percentage of troubles
cleared in excess of 24 hours. (All design services are considered to be out of service).

Exclusions:

e Trouble Reports canceled at the CLEC request
e BST Trouble Reports associated with administrative service
e  Customer Provided Equipment (CPE) Troubles or CLEC Equipment Troubles.

Business Rules:

Customer Trouble reports that are out of service and cleared in excess of 24 hours. The clock begins
when the trouble report is created in LMOS and the trouble is counted if the time exceeds 24 hours.

Calculation:

Out of Service (OOS) > 24 hours = ( Total Troubles OOS > 24 Hours) / Total OOS Troubles in
Reporting Period) X 100

Report Structure:

e CLEC Specific
o BST Aggregate
e CLEC Aggregate

Level of Disaggregation:

ISDN Troubles included in Non Design —~ GA Only

e  Product Reporting Levels

POTS Residence and Business

Design

PBX and CENTREX and ISDN

UNE 2 Wire Loop (Design and Non — Design)

UNE Loop Other (Design and Non — Design)

UNE Other (Design and Non — Design)

Switching, Local Transport and Combos (under development)

Local Interconnection Trunks

¢ Dispatch/No Dispatch categories applicable to all product levels

e Geographic Scope :

> State, Region and further geographic disaggregation as required by State Commission Order

(e.g. Metropolitan Service Area - MSA)

VVVVVVYVYY

Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
e Report Month e Report Month
o Total Tickets o  Total Tickets
e CLEC Company Name s BST Company Code
e  Ticket Submission Date & Time ¢  Ticket Submission Date
(TICKET_ID) o  Ticket Submission time
¢  Ticket Completion Date (CMPLTN_DT e  Ticket Completion Date
e Percentage of Customer Troubles out of ¢ Ticket Completion Time
Service > 24 Hours (00S>24_FLAG) e  Percent of Customer Troubles out of

.+ Service type (CLASS_SVC_DESC) Service > 24 Hours
¢ Disposition and Cause (CAUSE_CD & *  Service type
CAUSE-DESC) o Disposition and Cause (Non - Design/
e  Geographic Scope Non-Special only)
: ¢ Trouble Code (Design and
NOTE: Code in parentheses is the corresponding Trunking Services)
header found in the raw data file. e  Geographic Scope
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Service Quality Measurements
Regional Performance Reports

MANTENANCE & REPAIR — (Out of Service (0OS) > 24 Hours — Continued)

Retail Analog/Benchmark:

CLEC Residence-Resale / BST Residence- Retail

CLEC Business- Resale / BST Business-Retail

CLEC Design-Resale / BST Design-Retail

CLEC PBX, Centrex and ISDN Resale / BST PBX, Centrex and ISDN Retail
CLEC Trunking-Resale /BST Trunking- Retail

UNE:s Retail Analog (under development at this time.)

Revision date: 06/09/99 (see)
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BellSouth
Service Quality Measurements
Regional Performance Reports

MAINTENANCE & REPAIR

Report/Measurement:
OSS Interface Availability

Definition:
The percentage of time the OSS Interface is functionally available compared to scheduled availability.
Availability percentage for the CLEC and BST interface systems and for the legacy systems accessed by
them are captured.

Exclusions:
None

Business Rules:
This measure is designed to compare the OSS availability versus scheduled availability of BST’s legacy
systems.

Calculation:
OSS Interface Availability = (Actual System Functional Availability) / (Actual planned System
Availability) X 100

Report Structure:
o CLEC Aggregate
o BST Aggregate

e BST/CLEC
Level of Disaggregation:
e Region

Data Retained Relating to CLEC Experience

Data Retained Relating to BST Experience

e  Availability of CLEC TAFI

¢  Availability of LMOS HOST, MARCH
and SOCS

e CRIS, PREDICTOR, LNP, and OSPCM
(under development at this time)

e  Availability of BST TAFI
e  Availability of LMOS HOST, MARCH
and SOCS

Retail Analog/Benchmark:

Parity by design; Retail Analog
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BellSouth
Service Quality Measurements
' Regional Performance Reports
"7 MAINTENANCE & REPAIR
Report/Measurement:
OSS Response Interval and Percentages
Definition:

The response intervals are determined by subtracting the time a request is received on the BST side of the
interface until the response is received from the legacy system. Percentages of requests falling into each
interval category are reported, along with the actual number of requests falling into those categories.
Exclusions:
Queries received during scheduled system maintenance time.
Business Rules:
This measure is designed to monitor the time required for the CLEC and BST interface system to obtain
from BST’s legacy systems the information required to handle maintenance and repair functions. The
clock starts on the date and time when the request is received and the clock stops when the response has
been transmitted through that same point to the requester.
Calculation:
0SS Response Interval = (Query Response Date and Time for Category “X”) - (Query Request Date and
Time for Category “X’) / (Number of Queries Submitted in the Reporting Period) where, “X” is 0-4, >
4 to 10, > 10, > 30 seconds.
Report Structure:
e CLEC
e BST Residence
e BST Business (BST Total is under development at this time) by interface for each legacy system and

function as appropriate.
{ Level of Disaggregation:

Region
Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
¢  CLEC Transaction Intervals o BST Business and Residence transaction
Intervals
Retail Analog/Benchmark:
Retail Analog
Audit Verification

Revision date: 06/09/99 (see)
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Service Quality Measurements

‘ Regional Performance Reports
N "

MAINTENANCE & REPAIR

Report/Measurement:
Average Answer Time — Repair Centers

Definition:
This measure demonstrates an average response time for the CLEC representative to contact a BST
representative. The average time a CLEC Rep is in queue waiting for the LCSC or UNE Center Rep to’
answer. '

Exclusions:
None

Business Rules:
This measure is designed to measure the time required for CLEC & BST from the time of the ACD -
choice to the time of being answered. The clock starts when the CLEC Rep makes a choice to be put in
queue for the next repair attendant and the clock stops when the repair attendant answers the call.

Level of Disaggregation:
e Region. CLEC/BST Service Centers and BST Repair Centers are regional.

Calculation:
Average Answer Time for BST’s Repair Centers = (Time BST Repair Attendant Answers Call) — (Time
of entry into queue until ACD Selection) / (Total number of calls by reporting period)

Report Structure:
o CLEC Aggregate
e BST Aggregate

e CLEC Aggregate :
! Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
' e CLEC Average Answer Time e BST Average Answer Time
Retail Analog/Benchmark:
Retail Analog
Audit Verification

Revision date: 06/09/99 (see)
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BeliSouth
Service Quality Measurements
. i Regional Performance Reports
BILLING
Report/Measurement:
Invoice Accuracy
Definition:
This measure provides the percentage of accuracy of the billing invoices rendered to CLECs during the
current month. '
Exclusions:

e  Adjustments not related to billing errors (e.g., credits for service outage, special promotion credits,
adjustments to satisfy the customer)

Business Rules:
The accuracy of billing invoices delivered by BST to the CLEC must enable them to provide a degree of
billing accuracy comparative to BST bills rendered to retail customers BST. CLECs request adjustments
on bills determined to be incorrect. The BellSouth Billing verification process includes manually
analyzing a sample of local bills from each bill period. The bill verification process draws from a mix of
different customer billing options and types of service. An end-to-end auditing process is performed for
new products and services. Internal measurements and controls are maintained on all billing processes.

Calculation:
Invoice Accuracy = (Total Billed Revenues during current month) — (Billing Related Adjustments
during current month) / Total Billed Revenues during current month X 100

Report Structure:

e CLEC Specific
( ¢ CLEC Aggregate

o BST Aggregate

Level of Disaggregation :

e  Product/ Invoice Type
» Resale
> UNE

» Interconnection
e  Geographic Scope

> Region
Data Retained Relating to CLEC Experience: Data Retained Relating to BST Performance:
e  Report Month ¢  Report Month
e Invoice Type e Retail Type
s Total Billed Revenue » CRIS
e Billing Related Adjustments > CABS
¢ Total Billed Revenue
¢ Billing Related Adjustments
Retail Analog/Benchmark

CLEC Invoice Accuracy is comparable to BST Invoice Accuracy

Revision date: 09/15/99 (Ig)
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BellSouth
Service Quality Measurements
Regional Performance Reports

BILLING

Report/Measurement:

Mean Time to Deliver Invoices

Definition:

This measure provides the mean interval for billing invoices

Exclusions:

Any invoices rejected due to formatting or content errors.

Business Rules:

Measures the mean interval for timeliness of billing records delivered to CLEC:s in an agreed upon
format. CRIS-based invoices are measured in business days, and CABS-based invoices in calendar days.

Calculation:

Mean Time To Deliver Invoices = I [(Invoice Transmission Date)— (Close Date of Scheduled Bill
Cycle)] / (Count of Invoices Transmitted in Reporting Period)

Report Structure:

e CLEC Specific
e CLEC Aggregate
e BST Aggregate

Level of Disaggregation:

e Product/ Invoice Type
> Resale
> UNE

> Interconnection
o  Geographic Scope
> Region

Data Retained Relating to CLEC Experience:

Data Retained Relating to BST Performance:

e Report Month

e Invoice Type

¢ Invoice Transmission Count
e Date of Scheduled Bill Close

¢ Report Month
e Retail Type
» CRIS
» CABS
¢ Invoice Transmission Count
e Date of Scheduled Bill Close

Retail Analog/Benchmark:

e CRIS-based invoices will be released for delivery within six (6) business days
e CABS-based invoices will be released for delivery within eight (8) calendar days.
e CLEC Average Delivery Intervals for both CRIS and CABS Invoices are comparable to BST

Average delivery time for both systems.
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Service Quality Measurements
. Regional Performance Reports
t

BILLING

Report/Measurement:

Usage Data Delivery Accuracy

Definition:

This measurement captures the percentage of recorded usage that is delivered etror free and in an
acceptable format to the appropriate Competitive Local Exchange Carrier (CLEC). These percentages
will provide the necessary data for use as a comparative measurement for BellSouth performance. This
measurement captures Data Délivery Accuracy rather than the accuracy of the individual usage
recording.

Exclusions:

None

Business Rules:

The accuracy of the data delivery of usage records delivered by BST to the CLEC must enable them to
provide a degree of accuracy comparative to BST bills rendered to their retail customers. If errors are
detected in the delivery process, they are investigated, evaluated and documented. Errors are corrected
and the data retransmitted to the CLEC.

Calculations:

Usage Data Delivery Accuracy = X [(Total number of usage data packs sent during current month) -
(Total number of usage data packs requiring retransmission during current month)] / (Total number of

Report Structure:

. ‘ usage data packs sent during current month) X 100

e CLEC Specific
o CLEC Aggregate
s BST Aggregate

Level of Disaggregation:
¢  Geographic Scope
> Region
Data Retained Relating to CLEC Experience: Data Retained Relating to BST Performance:
¢ Report Month s  Report Month
e Record Type s Record Type
> BellSouth Recorded
> Non BellSouth Recorded

Retail Analog/Benchmark:

CLEC Usage Data Delivery Accuracy is comparable to BST Usage Data Delivery Accuracy

Revision date: 09/15/99 (lg)
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BellSouth
Service Quality Measurements
Regional Performance Reports

BILLING

Report/Measurement:

Usage Data Delivery Completeness

Definition:

This measurement provides percentage of complete and accurately recorded usage data (usage recorded
by BellSouth and usage recorded by other companies and sent to BST for billing) that is processed and
transmitted to the CLEC within thirty (30) days of the message recording date. A parity measure is also
provided showing completeness of BST messages processed and transmitted via CMDS. BellSouth
delivers its own retail usage from recording location to billing location via CMDS as well as delivering
billing data to other companies. Timeliness, Completeness and Mean Time to Deliver Usage measures
are reported on the same report.

Exclusions:

None

Business Rules:

The purpose of these measurements is to demonstrate the level of quality of usage data delivered to the
appropriate CLEC. Method of delivery is at the option of the CLEC.

Calculation:

Usage Data Delivery Completeness = Z(Total number of Recorded usage records delivered during the
current month that are within thirty (30) days of the message recording date) / Z(Total number of
Recorded usage records delivered during the current month) X 100

Report Structure

e CLEC Specific
o CLEC Aggregate
s BST Aggregate

Level of Disaggregation:
¢ Geographic Scope
> Region
Data Retained Relating to CLEC Experience: Data Retained Relating to BST Performance:
e Report Month e  Report Monthly
e Record Type e Record Type
> BellSouth Recorded
> Non BellSouth Recorded

Retail Analog/Benchmark:

CLEC Usage Delivery Completeness is comparable to BST Usage Delivery Completeness

Revision date: 09/15/99 (Ig)
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Service Quality Measurements
Regional Performance Reports

BILLING

Report/Measurement:

Usage Data Delivery Timeliness

Definition:

This measurement provides a percentage of recorded usage data (usage recorded by BST and usage
recorded by other companies and sent to BST for billing) that is delivered to the appropriate CLEC
within six (6) calendar days from the receipt of the initial recording. A parity measure is also provided
showing timeliness of BST messages processed and transmitted via CMDS. Timeliness, Completeness
and Mean Time to Deliver Usage measures are reported on the same report.

Exclusions:

None

Business Rules:

The purpose of this measurement is to demonstrate the level of timeliness for processing and
transmission of usage data delivered to the appropriate CLEC. The usage data will be mechanically
transmitted or mailed to the CLEC data processing center once daily. The Timeliness interval of usage
recorded by other companies is measured from the date BST receives the records to the date BST
distributes to the CLEC. Method of delivery is at the option of the CLEC.

Calculation:

Usage Data Delivery Timeliness = £ (Total number of usage records sent within six (6) calendar days
from initial recording/receipt) /  (Total number of usage records sent) X 100

Report Structure:

e CLEC Aggregate
e CLEC Specific
o BST Aggregate

Level of Disaggregation:
e Geographic Scope
> Region
Data Retained Relating to CLEC Experience: Data Retained Relating to BST Performance:
e Report Month e Report Monthly
e Record Type e Record Type

> BellSouth Recorded
» Non-BellSouth Recorded

Retail Analog/Benchmark:

CLEC Usage Data Delivery Timeliness is comparable to BST Usage Data Delivery Timeliness

Revision date: 09/15/99 (Ig)
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BellSouth
Service Quality Measurements
Regional Performance Reports

BILLING

Report/Measurement:

Mean Time to Deliver Usage

Definition:

This measurement provides the average time it takes to deliver Usage Records to a CLEC. A parity
measure is also provided showing timeliness of BST messages processed and transmitted via CMDS.
Timeliness, Completeness and Mean Time to Deliver Usage measures are reported on the same report.

Exclusions:

None

Business Rules:

The purpose of this measurement is to demonstrate the average number of days it takes BST to deliver
Usage data to the appropriate CLEC. Usage data is mechanically transmitted or mailed to the CLEC data
processing center once daily. Method of delivery is at the option of the CLEC.

Calculation:

Mean Time to Deliver Usage = X (Record volume X estimated number of days to deliver the Usage
Record) / total record volume

Report Structure:

o CLEC Aggregate
e CLEC Specific
s BST Aggregate

Level of Disaggregation:
»  Geographic Scope
> Region
Data Retained Relating to CLEC Experience: Data Retained Relating to BST Performance:
e  Report Month ¢ Report Monthly
e Record Type e Record Type
> BellSouth Recorded
> Non-BellSouth Recorded

Retail Analog/Benchmark:

Mean Time to Deliver Usage to CLEC is comparable to Mean Time to Deliver Usage to BST

Revision date: 09/15/99 (lg)
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Service Quality Measurements

. Regional Performance Reports

OPERATOR SERVICES AND DIRECTORY ASSISTANCE

Report/Measurement:
Speed to Answer Performance/Average Speed to Answer — Toll

Definition:
Measurement of the average time in seconds calls wait before answered by a toll operator.

| Exclusions:
Calls abandoned by customers are not reflected in the average speed to answer but are reflected in the
conversion tables where the percent answered within “X” seconds is determined.

Business Rules: :
The call waiting measurement scan starts when the customer enters the queue and ends when a BST
representative answers the call. The average speed to answer is determined by measuring and
accumulating the seconds of wait time from the entry of a customer into the BST call management
system queue until the customer is transferred to a BST representative. No distinction is made between
CLEC customers and BST customers.

Calculation: '
The Average Speed to Answer for toll is calculated by using data from monthly system measurement
reports taken from the centralized call routing switches. The “total call waiting seconds” is a sub-
component of this measure which BST systems calculate by monitoring the number of calls in queue
throughout the day multiplied by the time (in seconds) between monitoring events. The “total calls
served” is the other sub-component of this measure, which BST systems record as the total number of
calls handled by Operator Services toll centers. Since calls abandoned are not reflected in the

calculation, the percent answered within the required timeframe is determined by using conversion
{

tables with input for the abandonment rate.
Report Structure:
Reported for the aggregate of BST and CLECs .
o State
Level of Disaggregation:
None
Data Retained (on Aggregate Basis)
For the items below, BST’s Performance Measurement Analysis Platform (PMAP) receives a final
computation; therefore, no raw data file is available in PMAP.
e Month
e Call Type (Toll)
e  Average Speed of Answer
Retail Analog/Benchmark
Parity by Design

Revision Date: 06/29/99 (tg)
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Service Quality Measurements
Regional Performance Reports

OPERATOR SERVICES AND DIRECTORY ASSISTANCE

Report/Measurement:

Speed to Answer Performance/Percent Answered within “X” Seconds — Toll

Definition:

Measurement of the percent of toll calls that are answered in less than “X” seconds. The number of
seconds represented by “X” is thirty, except where a different regulatory benchmark has been set
against the Average Speed to Answer by a State Commission.

Exclusions:

Calls abandoned by customers are not reflected in the average speed to answer but are reflected in the
conversion tables where the percent answered within “X” seconds is determined.

Business Rules:

The call waiting measurement scan starts when the customer enters the queue and ends when a BST
representative answers the call. The average speed to answer is determined by measuring and
accumulating the seconds of wait time from the entry of a customer into the BST call management
system queue until the customer is transferred to a BST representative. No distinction is made between
CLEC customers and BST customers.

Calculation:

- The Percent Answered within “X” Seconds measurement for toll is derived by using the BellCore
Statistical Answer Conversion Tables, to convert the Average Speed to Answer measure into a percent
of calls answered within “X” seconds. The BellCore Conversion Tables are specific to the defined
parameters of work time, number of operators, max queue size and call abandonment rates.

Report Structure:

Reported for the aggregate of BST and CLECs
e State

Level of Disaggregation:

None

Data Retained (on Aggregate Basis)

For the items below, BST’s Performance Measurement Analysis Platform (PMAP) receives a final
computation; therefore, no raw data file is available in PMAP.

e Month

e Call Type (Toll)

e  Average Speed of Answer

Retail Analog/Benchmark

Parity by Design

Revision Date:  06/29/99 (tg)

Page 53 of 71 Version 09/15/99




@

BellSouth
Service Quality Measurements
Regional Performance Reports

OPERATOR SERVICES AND DIRECTORY ASSISTANCE

Report/Measurement:

Speed to Answer Performance/Average Speed to Answer — Directory Assistance (DA)

Definition:

Measurement of the average time in seconds calls wait before answer by a DA operator.

Exclusions:

Calls abandoned by customers are not reflected in the average speed to answer but are reflected in the
conversion tables where the percent answered within “X” seconds is determined.

Business Rules:

The call waiting measurement scan starts when the customer enters the queue and ends when a BST
representative answers the call. The average speed to answer is determined by measuring and
accumulating the seconds of wait time from the entry of a customer into the BST call management
system queue until the customer is transferred to a BST representative. No distinction is made between
CLEC customers and BST customers.

Calculation:

The Average Speed to Answer for DA is calculated by using data from monthly system measurement
reports taken from the centralized call routing switches. The “total call waiting seconds” is a sub-
component of this measure which BST systems calculate by monitoring the number of calls in queue
throughout the day multiplied by the time (in seconds) between monitoring events. The “total calls
served” is the other sub-component of this measure, which BST systems record as the total number of
calls handled by Operator Services DA centers. Since calls abandoned are not reflected in the
calculation, the percent answered within the required timeframe is determined by using conversion
tables with input for the abandonment rate.

Report Structure:

Reported for the aggregate of BST and CLECs
o State

Level of Disaggregation:

None

Data Retained (on Aggregate Basis)

For the items below, BST's Performance Measurement Analysis Platform (PMAP) receives a final
computation; therefore, no raw data file is available in PMAP.

e Month

e Call Type (DA)

e  Average Speed of Answer

Retail Analog/Benchmark

Parity by Design

Revision Date: 06/29/99 (tg)
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Service Quality Measurements
Regional Performance Reports

OPERATOR SERVICES AND DIRECTORY ASSISTANCE

Report/Measurement:

Speed to Answer Performance/Percent Answered within “X” Seconds — Directory Assistance (DA)

Definition:

Measurement of the percent of DA calls that are answered in less than “X” seconds. The number of
seconds represented by “X” is twenty, except where a different regulatory benchmark has been set
against the Average Speed to Answer by a State Commission.

Exclusions:

Calls abandoned by customers are not reflected in the average speed to answer but are reflected in the
conversion tables where the percent answered within “X” seconds is determined.

Business Rules:

The call waiting measurement scan starts when the customer enters the queue and ends when a BST
representative answers the call. The average speed to answer is determined by measuring and
accumulating the seconds of wait time from the entry of a customer into the BST call management
system queue until the customer is transferred to a BST representative. No distinction is made between
CLEC customers and BST customers.

Calculation:

The Percent Answered within “X” Seconds measurement for DA is derived by using the BellCore
Statistical Answer Conversion Tables, to convert the Average Speed to Answer measure into a percent
of calls answered within “X" seconds. The BellCore Conversion Tables are specific to the defined
parameters of work time, number of operators, max queue size and call abandonment rates.

Report Structure:

Reported for the aggregate of BST and CLECs
e State

Level of Disaggregation:

None

Data Retained (on Aggregate Basis)

For the items below, BST’s Performance Measurement Analysis Platform (PMAP) receives a final
computation; therefore, no raw data file is available in PMAP.

e Month

o Call Type (DA)

e Average Speed of Answer

Retail Analog/Benchmark

Parity by Design

Revision Date: 06/29/99 (tg)
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E911

Report/Measurement:

E911/Timeliness

Definition:

Measures the percentage of batch orders for E911 database updates (to CLEC resale and BST retail
records) processed successfully within a 24-hour period.

Exclusions:

e  Any resale order canceled by a CLEC
o Facilities-based CLEC orders

Business Rules:

The 24-hour processing period is calculated based on the date and time processing starts on the batch
orders and the date and time processing stops on the batch orders. Mechanical processing starts when
SCC (BST’s E911 vendor) receives E911 files containing batch orders extracted from BST’s Service
Order Communication System (SOCS). Processing stops when SCC loads the individual records to the
E911 database. No distinctions are made between CLEC resale records and BST retail records.

Calculation:

E911 Timeliness = £ (Number of batch orders processed within 24 hours + Total number of batch
orders submitted) X 100

Report Structure:

Reported for the aggregate of CLEC resale updates and BST retail updates
o State
s Region

Levels of Disaggregation:

None

Data Retained

¢  Report month
e Apggregate data

Retail Analog/Benchmark

Parity by Design

Revision Date: 06/29/99 (tg)
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Report/Measurement:

E911/Accuracy

Definition:

Measures the individual E911 telephone number (TN) record updates (to CLEC resale and BST retail
records) processed successfully for E911 with no errors.

Exclusions:

e  Any resale order canceled by a CLEC
¢  Facilities-based CLEC orders

Business Rules:

Accuracy is based on the number of records processed without error at the conclusion of the processing
cycle. Mechanical processing starts when SCC (BST’s E911 vendor) receives E911 files containing
telephone number (TN) records extracted from BST’s Service Order Communication System (SOCS).
No distinctions are made between CLEC resale records and BST retail records.

Calculation:

E911 Accuracy = Z(Number of record individual updates processed with no errors + Total number of
individual record updates) X 100

Report Structure: :

Reported for the aggregate of CLEC resale updates and BST retail updates
e State
e Region

Level of Disaggregation:

None

Data Retained

e  Report month
e  Aggregate data

Retail Analog/Benchmark

Parity by Design

Revision Date: 06/29/99 (tg)
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Report/Measurement:
E911/Mean Interval
Definition: :
Measures the mean interval processing of E911 batch orders (to update CLEC resale and BST retail
records).
Exclusions:

e  Any resale order canceled by a CLEC
e Facilities-based CLEC orders

Business Rules:

The processing period is calculated based on the date and time processing starts on the batch orders and
the date and time processing stops on the batch orders. Data is posted in 4-hour increments up to and
beyond 24 hours. No distinctions are made between CLEC resale records and BST retail records.

Calculation:

E911 Mean Interval = I (Date and time of batch order completion — Date and time of batch order
submission) + (Number of batch orders completed)

Report Structure:

Reported for the aggregate of CLEC resale updates and BST retail updates
e State
e Region

Level of Disaggregation:

None

Data Retained (on Aggregate Basis)

¢ Report month
e  Aggregate data

Retail Analog/Benchmark

Parity by Design

Revision Date: 06/29/99 (tg)
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TRUNK GROUP PERFORMANCE

Report/Measurement:

Trunk Group Service Report

Definition:

A report of the percent blocking above the Measured Blocking Threshold (MBT) on all final trunk
groups between CLEC Points of Termination and BST end offices or tandems.

Exclusions:

e  Trunk groups for which valid traffic data is not available
e High use trunk groups

Business Rules:

Traffic trunking data measurements are validated and processed by the Total Network Data
System/Trunking (TNDS/TK), a Telcordia (BeliCore) supported application, on an hourly basis for
Average Business Days (Monday through Friday). The traffic load sets, including offered load and
observed blocking ratio (calls blocked divided by calls attempted), are averaged for a 20 day period,
and the busy hour is selected. The busy hour average data for each trunk group is captured for reporting
purposes. Although all trunk groups are available for reporting, the report highlight those trunk groups
with blocking greater than the Measured Blocking Threshold (MBT) and the number of consecutive
monthly reports that the trunk group blocking has exceeded the MBT. The MBT for CTTG is 2% and
the MBT for all other trunk groups is 3%.

Calculation:

Measured blocking = (Total number of blocked calls) / (Total number of attempted calls) X 100

Report Structure: ~

e BST Aggregate
> CTTIG
» Local
e CLEC Aggregate
» BST Administered CLEC Trunk
» CLEC Administered CLEC Trunk
e CLEC Specific
» BST Administered CLEC Trunk
» CLEC Administered CLEC Trunk

Level of Disaggregation:
State
Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
e Report month ¢ Report month
Total trunk groups ¢ Total trunk groups

Total trunk groups for which data is available

[
e  Total trunk groups for which data is available
. Trunk groups with blocking greater than the

Trunk groups with blocking greater than the

MBT MBT
e  Percent of trunk groups with blocking greater e  Percent of trunk groups with blocking greater
than the MBT than the MBT
Retail Analog/Benchmark:

CLEC Trunk Blockage/BST Trunk Blockage

Revision Date: 09/15/99 (tm)
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TRUNK GROUP PERFORMANCE

Report/Measurement:

Trunk Group Service Detail

Definition:

A detailed list of all final trunk groups between CLEC Points of Presence and BST end offices or
tandems, and the actual blocking performance when the blocking exceeds the Measured Blocking
Threshold (MBT) for the trunk groups.

Exclusions:

e  Trunk groups for which valid traffic data is not available
e High use trunk groups

Business Rules:

Traffic trunking data measurements are validated and processed by the Total Network Data
System/Trunking (TNDS/TK), a Telcordia (Bellcore) supported application, on an hourly basis for
Average Business Days (Monday through Friday). The traffic load sets, including offered load and
observed blocking ratio (calls blocked divided by calls attempted), are averaged for a 20 day period,
and the busy hour is selected. The busy hour average data for each trunk group is captured for reporting
purposes. Although all trunk groups are available for reporting, the report highlight those trunk groups
with blocking greater than the Measured Blocking Threshold (MBT) and the number of consecutive
monthly reports that the trunk group blocking has exceeded the MBT. The MBT for CTTG is 2% and
the MBT for all other trunk groups is 3%.

Calculation:

Measured Blocking = (Total number of blocked calls) / (Total number of attempted calls) X 100

Report Structure:

e BST Specific e CLEC Specific
> Traffic Identity » Traffic Identity
» TGSN » TGSN
» Tandem » Tandem
> End Office > CLECPOT
» Description » Description
» Observed Blocking > Observed Blocking
» Busy Hour » Busy Hour
» Number Trunks > Number Trunks
» Valid study days » Valid study days
> Number reports > Number reports
» Remarks > Remarks
Level of Disaggregation:
State
Data Retained Relating to CLEC Experience Data Retained Relating to BST Experience
e Report month ¢ Report month
e Total trunk groups e Total trunk groups
e  Total trunk groups for which data is available e Total trunk groups for which data is available
e  Trunk groups with blocking greater than the e Trunk groups with blocking greater than the
MBT MBT
o  Percent of trunk groups with blocking greater e Percent of trunk groups with blocking greater
than the MBT than the MBT
o Traffic identity, TGSN, end points, ¢ Traffic identity, TGSN, end points,
description, busy hour, valid study days, description, busy hour, valid study days,
number reports number reports
Retail Analog/Benchmark:

CLEC Trunk Blockage/BST Trunk Blockage

Revision Date: 09/15/99 (tm)
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COLLOCATION

Report/Measurement:

Collocation/Average Response Time

Definition:

Measures the average time (counted in business days) from the receipt of a complete and accurate

collocation application (including receipt of application fees) to the date BellSouth responds in writing.

Exclusions:

e  Requests to augment previously completed arrangements
¢ Any application cancelled by the CLEC

Business Rules:

The clock starts on the date that BST receives a complete and accurate collocation application
accompanied by the appropriate application fee. The clock stops on the date that BST returns a
response. The clock will restart upon receipt of changes to the original application request.

Calculation:

Average Response Time = Z(Request Response Date) — (Request Submission Date) / Count of
Responses Returned within Reporting Period.

Report Structure:

o Individual CLEC (alias) aggregate
e Aggregate of all CLECs

Level of Disaggregation:

e State, Region and further geographic disaggregation as required by State Commission Order
e Virtual
e  Physical

Data Retained:

e Report period
e Agpregate data

Retail Analog/Benchmark:

Under development

Revision Date: 06/29/99 (tg)
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COLLOCATION

Report/Measurement:

Collocation/Average Arrangement Time

Definition:

Measures the average time (counted in business days) from the receipt of a complete and accurate Bona
Fide firm order (including receipt of appropriate fee) to the date BST completes the collocation
arrangement.

Exclusions:

e  Any Bona Fide firm order cancelled by the CLEC

e Bona Fide firm orders to augment previously completed arrangements
o Time for BST to obtain permits

e  Time during which the collocation contract is being negotiated

Business Rules:

The clock starts on the date that BST receives a complete and accurate Bona Fide firm order
accompanied by the appropriate fee. The clock stops upon submission of the permit request and
restarts upon receipt of the approved permit. Changes (affecting the provisioning interval or capital
expenditures) that are submitted while provisioning is in progress may alter the completion date. The
clock stops on the date that BST completes the collocation arrangement.

Calculation:

Average Arrangement Time = Z(Date Collocation Arrangement is Complete) — (Date Order for
Collocation Arrangement Submitted) / Total Number of Collocation Arrangements Completed during

Reporting Period.
Report Structure:
¢ Individual CLEC (alias) aggregate

e Aggregate of all CLECs

Level of Disaggregation:

o State, Region and further geographic disaggregation as required by State Commission Order
e Virtual '
e  Physical

Data Retained:

e Report period
e Aggregate data

Retail Analog/Benchmark:

Under development

Revision Date: 06/29/99 (tg)
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COLLOCATION
Report/Measurement:
Collocation/Percent of Due Dates Missed
Definition:
Measures the percent of missed due dates for collocation arrangements.
Exclusions:

e Any Bona Fide firm order cancelled by the CLEC

e Bona Fide firm orders to augment previously completed arrangements
e Time for BST to obtain permits

e Time during which the collocation contract is being negotiated

Business Rules:

The clock starts on the date that BST receives a complete and accurate Bona Fide firm order
accompanied by the appropriate fee. The clock stops on the date that BST completes the collocation
arrangement.

Calculation:

% of Due Dates Missed = Z (Number of Orders not completed w/i ILEC Committed Due Date during
Reporting Period) / Number of Orders Completed in Reporting Period) X 100

Report Structure:

e Individual CLEC (alias) aggregate
e Aggregate of all CLECs

Level of Disaggregation:

e State, Region and further geographic disaggregation as required by State Commission Order
e Virtual
e  Physical

Data Retained:

e Report period
o Aggregate data

Retail Analog/Benchmark:

Under development

Revision Date: 06/29/99 (tg)
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Appendix A: Reporting Scope*

| Standard Service Groupings Pre-Order, Ordering

Resale Residence

Resale Business

Resale Special

Local Interconnection Trunks
UNE

UNE - Loops w/LNP

Provisioning
UNE Non-Design

UNE Design

UNE Loops w/LNP

Local Interconnection Trunks
Resale Residence

Resale Business

Resale Design

BST Trunks

BST Residence Retail

BST Business Retail

Maintenance and Repair

Local Interconnection Trunks
UNE Non-Design

UNE Design

Resale Residence

Resale Business

BST Interconnection Trunks
BST Residence Retail

BST Business Retail

Local Interconnection Trunk Group Blockage
e BST CTTG Trunk Groups
¢ CLEC Trunk Groups

@
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Appendix A: Reporting Scope

Standard Service Order Activities e New Service Installations

e Service Migrations Without Changes
These are the generic BST/CLEC service e Service Migrations With Changes
order activities which are included in the e Move and Change Activities
Pre-Ordering, Ordering, and Provisioning o Service Disconnects (Unless noted otherwise)
sections of this document. It is not meant to
indicate specific reporting categories.
Pre-Ordering Query Types: e  Address

e Telephone Number

e Appointment Scheduling

e  Customer Service Record

¢ Feature Availability
Maintenance Query Types:
Report Levels e CLECRESH

o CLECMSA

o CLEC State

¢ CLEC Region

e Aggregate CLEC State

e Aggregate CLEC Region

o BST State

o BST Region

® Scope is report, data source and system dependent, and, therefore, will differ with each report.
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Appendix B: Glossary of Acronyms and Terms

ACD Automatic Call Distributor - A service that provides status monitoring of
agents in a call center and routes high volume incoming telephone calls to
available agents while collecting management information on both callers
and attendants.

AGGREGATE Sum total of all items in like category, e.g. CLEC aggregate equals the
sum total of all CLECs’ data for a given reporting level.

ASR Access Service Request - A request for access service terminating
delivery of carrier traffic into a Local Exchange Carrier’s network.

ATLAS Application for Telephone Number Load Administration System - The
BellSouth Operations System used to administer the pool of available
telephone numbers and to reserve selected numbers from the pool for use
on pending service requests/service orders.

ATLASTN ATLAS software contract for Telephone Number

AUTO The number of LSRs that were electronically rejected from LESOG and

CLARIFICATION | electronically returned to the CLEC for correction.

BILLING The process and functions by which billing data is collected and by which
account information is processed in order to render accurate and timely
billing.

BOCRIS Business Office Customer Record Information System - A front-end
presentation manager used by BellSouth organizations to access the CRIS
database.

BRC Business Repair Center — The BellSouth Business Systems trouble receipt
center which serves large business and CLEC customers.

BST BellSouth Telecommunications, Inc.

CKTID A unique identifier for elements combined in a service configuration

CLEC Competitive Local Exchange Carrier

CMDS Centralized Message Distribution System - BellCore administered
national system used to transfer specially formatted messages among
companies.

COFFI1 Central Office Feature File Interface - A BellSouth Operations System

database which maintains Universal Service Order Code (USOC)
information based on current tariffs.
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Appendix B: Glossary of Acronyms and Terms - Continued

COFIUSOC COFFI software contract for feature/service information

CRIS Customer Record Information System - The BellSouth proprietary
corporate database and billing system for non-access customers and
services.

CRSACCTS CRIS software contract for CSR information

CSR Customer Service Record

CTTG Common Transport Trunk Group - Final trunk groups between BST &
Independent end offices and the BST access tandems.

DESIGN Design Service is defined as any Special or Plain Old Telephone Service
Order which requires BellSouth Design Engineering Activities

DISPOSITION & Types of trouble conditions, e.g. No Trouble Found, Central Office

CAUSE Equipment, Customer Premises Equipment, etc.

DLETH Display Lengthy Trouble History - A history report that gives all activity
on a line record for trouble reports in LMOS

DLR Detail Line Record - All the basic information maintained on a line
record in LMOS, e.g. name, address, facilities, features etc.

DOE Direct Order Entry System - An internal BellSouth service order entry
system used by BellSouth Service Representatives to input business
service orders in BellSouth format.

DSAP DOE (Direct Order Entry) Support Application - The BellSouth
Operations System which assists a Service Representative or similar
carrier agent in negotiating service provisioning commitments for noa-
designed services and UNEs.

DSAPDDI DSAP software contract for schedule information

E911 Provides callers access to the applicable emergency services bureau by

dialing a 3-digit universal telephone number.

EDI Electronic Data Interchange - The computer-to-computer exchange of
inter and/or intra company business documents in a public standard
format.

FATAL REJECT The number of LSRs that were electronically rejected from LEO, which

checks to see of the LSR has all the required fields correctly populated

FLOW- In the context of this document, LSRs submitted electronically via the

THROUGH CLEC mechanized ordering process that flow through to the BST OSS

without manual or human intervention.
Firm Order Confirmation - A notification returned to the CLEC
FOC confirming that the LSR has been received and accepted, including the

specified commitment date.
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Appendix B: Glossary of Acronyms and Terms - Continued

G

H HAL “Hands Off” Assignment Logic - Front end access and error resolution
logic used in interfacing BellSouth Operations Systems such as ATLAS,
BOCRIS, LMOS, PSIMS, RSAG and SOCS.

HALCRIS HAL software contract for CSR information

1 ISDN Integrated Services Digital Network

K

L LCSC Local Carrier Service Center - The BellSouth center which is dedicated
to handling CLEC LSRs, ASRs, and Preordering transactions along with
associated expedite requests and escalations.

LEGACY SYSTEM | Term used to refer to BellSouth Operations Support Systems (see OSS)

LENS Local Exchange Negotiation System - The BeliSouth LAN/web
server/OS application developed to provide both preordering and
ordering electronic interface functions for CLECs.

LEO Local Exchange Ordering - A BellSouth system which accepts the
output of ED], applies edit and formatting checks, and reformats the
Local Service Requests in BellSouth Service Order format.

LESOG Local Exchange Service Order Generator - A BeliSouth system which
accepts the service order output of LEO and enters the Service Order
into the Service Order Control System using terminal emulation
technology.

LMOS Loop Maintenance Operations System - A BellSouth Operations System
that stores the assignment and selected account information for use by
downstream OSS and BellSouth personnel during provisioning and
maintenance activities.

LMOS HOST LMOS host computer

LMOSupd LMOS updates

LNP Local Number Portability - In the context of this document, the
capability for a subscriber to retain his current telephone number as he
transfers to a different local service provider.

LOOPS Transmission paths from the central office to the customer premises.

LSR Local Service Request — A request for local resale service or unbundled
network elements from a CLEC.

M MAINTENANCE & | The process and function by which trouble reports are passed to

REPAIR BellSouth and by which the related service problems are resolved.

A BellSouth Operations System which accepts service orders, interprets

MARCH

the coding contained in the service order image, and constructs the
specific switching system Recent Change command messages for input
into end office switches.
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N NC “No Circuits” - All circuits busy announcement
(o) OASIS Obtain Availability Services Information System - A BellSouth front-
end processor, which acts as an interface between COFFI and RNS.
This system takes the USOCs in COFFI and translates them to English
for display in RNS.
OASISBSN OASIS software contract for feature/service
OASISCAR OASIS software contract for feature/service
OASISLPC OASIS software contract for feature/service
OASISMTN OASIS software contract for feature/service
OASISNET OASIS software contract for feature/service
OASISOCP QASIS software contract for feature/service
ORDERING The process and functions by which resale services or unbundled
network elements are ordered from BellSouth as well as the process by
which an LSR or ASR is placed with BellSouth.
OSPCM Outside Plant Contract Management System - Provides Scheduling
Information.
0SS Opefations Support System - A support system or database which is
used to mechanize the flow or performance of work. The term is used to
refer to the overall system consisting of hardware complex, computer
operating system(s), and application which is used to provide the
support functions.
OUT OF SERVICE | Customer has no dial tone and cannot call out.
P POTS Plain Old Telephone Service

PREDICTOR The BellSouth Operations system which is used to administer proactive
maintenance and rehabilitation activities on outside plant facilities,
provide access to selected work groups (e.g. RRC & BRC) to
Mechanized Loop Testing and switching system 1/O ports, and provide
certain information regarding the attributes and capabilities of outside
plant facilities.

PREORDERING The process and functions by which vital information is obtained,
verified, or validated prior to placing a service request.

PROVISIONING The process and functions by which necessary work is performed to
activate a service requested via an LSR or ASR and to initiate the proper
billing and accounting functions.

PSIMS Product/Service Inventory Management System - A BellSouth database
Operations System which contains availability information on switching
system features and capabilities and on BellSouth service availability.
This database is used to verify the availability of a feature or service in
an NXX prior to making a commitment to the customer.

PSIMSORB PSIMS software contract for feature/service
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Appendix B: Glossary of Acronyms and Terms ~ Continued

Q

R RNS Regional Negotiation System - An internal BellSouth service order entry
system used by BellSouth Consumer Services to input service orders in
BellSouth format.

RRC Residence Repair Center - The BellSouth Consumer Services trouble
receipt center which serves residential customers.

RSAG Regional Street Address Guide - The BellSouth database, which
contains street addresses validated to be accurate with state and local
governments.

RSAGADDR RSAG software contract for address search

RSAGTN RSAG software contract for telephone number search

S SOCS Service Order Control System - The BellSouth Operations System
which routes service order images among BellSouth drop points and
BellSouth Operations Systems during the service provisioning process.

SOIR Service Order Interface Record - any change effecting activity to a

customer account by service order that impacts 911/E911.
T TAFI Trouble Analysis Facilitation Interface - The BeliSouth Operations

System that supports trouble receipt center personnel in taking and

‘ handling customer trouble reports. '

l

i TAG Telecommunications Access Gateway — TAG was designed to provide

an electronic interface, or machine-to-machine interface for the bi-
directional flow of information between BellSouth’s OSSs and
participating CLECs.

TN Telephone Number

TOTAL MANUAL | The number of LSRs which are entered electronically but require

FALLOUT manual entering into a service order generator.

U UNE Unbundled Network Element

v

W WTN A unique identifier for elements combined in a service configuration
X

Y

YA

Y Sum of:
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Appendix C

BELLSOUTH’S AUDIT POLICY:

BellSouth currently provides many CLECs with audit rights as a part of their individual
interconnection agreements. However, it is not reasonable for BellSouth to undergo an audit for
every CLEC with which it has a contract. As of June, 1999, that would equate to over 732 audits per
year and that number is continually growing. BeliSouth has developed a proposed Audit Plan for
use by the parties to an audit. If requested by a Public Service Commission, BellSouth will agree to
undergo a comprehensive audit of the aggregate level reports for both BellSouth and the CLECs for
each of the next five (5) years (1999 ~ 2005), to be conducted by an independent third party. The
results of that audit will be made available to all the parties subject to proper safeguards to protect
proprietary information. This aggregate leve! audit includes the following specifications:

1. The cost shall be borne 50% by BellSouth and 50% by the CLECs.

2. The independent third party auditor shall be selected with input from BellSouth, the
PSC, if applicable, and the CLEC(s).

3. BellSouth, the PSC and the CLECs shall jointly determine the scope of the audit.

BellSouth reserves the right to make changes to this audit policy as growth and changes in the
industry dictate.
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. Proposed USF High Cost Fund ‘ ATTACHMENT 5

Infrastructure Investment <
‘ )
. Capital
Project Name Investment Description
Elkhom City-Freebum-Pikeville Ring $900,000 OC-12 Fiber Ring
South Williamson-Inez-Pikeville Ring $1,300,000 0OC-48 Fiber Ring
Springfield-Salvisa-Danville Ring $415,000 OC-12 Fiber Ring
Burgin-Harrodsburg-Danville Ring $555,000 OC-3+ Fiber Ring
Sorgho-Owensboro-Panther Ring $920,000 OC-12 Fiber Ring
Sturgis-Henderson-Madisonville Ring $1,000,000 OC-48 Fiber Ring

Total Investment $5,090,000

Requires

Federal

Effected Wirecenter CLLI City County Support
BRGNKYMA Burgin Mercer YES
CLAYKYMA Clay Webster YES
CYDNKYMA Corydon Henderson YES
DAVLKYMA Danville Boyle NO**
ELCYKYES Elkhomn City Pike ‘YES
FDCKKYES Fedscreek Pike YES
FEBRKYMA Freebum Pike YES
HABTKYMA Habit Daviess YES
HANSKYMA Hanson Hopkins YES
HDBGKYMA Harrodsburg Mercer YES
HNSNKYMA Henderson Henderson NO**
INEZKYMA Inez Martin YES
MDVIKYMA Madisonville Hopkins NO**
MGFDKYMA Morganfield Union YES
NEBOKYMA Nebo Hopkins YES
OWBOKYMA Owensboro Daviess NO**
PKVLKYMA Pikeville Pike YES
PKVLKYMT Pikeville Meta Pike YES
PLRGKYMA Pleasant Ridge Daviess YES
PNTHKYMA Panther Daviess YES
PRVDKYMA Providence Webster YES
PRVLKYMA Perryville Boyle YES
RBRDKYMA Robards Henderson YES
SLVSKYMA Salvisa Mercer YES
SEBRKYMA Sebree Webster YES
SLGHKYMA Slaughters Webster YES
SPFDKYMA Springfield Washington YES
§BGHKYMA Sorgho Daviess YES
STONKYMA Stone Pike -‘YES
STRGKYMA Sturgis Union YES
SWSNKYMA South Williamso Pike YES
UTICKYMA Utica ' Daviess YES
WLVLKYMA West Louisville Daviess YES
WRFDKYMA Warfield Martin YES
‘ WSBGKYMA Willisburg Washington YES

* |nvestment in this wire center is necessary to support investment in
surrounding wire centers which qualify for federal support.
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EX PARTE OR LATE Fy gp
A, SEP 1 0 1999
September 10, 1999 S, J T

Magalie Roman Salas

Secretary

Federal Communications Commission
445 12" Street, SW

TW-A325

Washington, DC 20554

Re:  Written Ex Parte Presentation
CC Docket No. 94-1

Dear Ms. Salas:

Attached hereto is the latest update of the Commission’s model used to determine the X-

Factor for purposes of price cap regulation. The 1998 update, prepared for USTA by Professor
Frank Gollop. utilizes the industry data shown in Atachment B. It simply replicates, without

endorsement, the FCC model. The results demonstrate that the X-Factor for 1998 is 3.03
' percent. The X-Factor average for the most recent five year period is 4.06 percent and the X-

Factor average for the entire price cap era for which data are available, 1991-1998, is 4.12
percent. The update reveals that there is no evidence supporting the claim that the post-1995 X-
Factors are biased downward because of the treatment of LEC eamings in the FCC’s model.

Pursuant to Commission Rule 1.1206(b)(2), an original and one copy of this letter and
attachment are being provided to you for inclusion in the public record for the above-referenced
proceeding. Please contact me with any questions.

Respectfully submitted,

Linda L. Kent
Associate General Counsel

Attachment

cc:  Larry Strickling Aaron Goldschmidt
Jane Jackson Jay Atkinson
Yog Varma
Richard Lerner

@

4G 4 STREET Nw SUITE 600 WASHINGTON DC 20008-2164 ve. 202.326.7300 ras 202.326.7333  inv www.usta.org

_—_——




The FCC X-Factor:
1996-1998 Update

Prepared for USTA by
Frank M. Gollop
Professor of Economics

Boston College

August 20, 1999




EXECUTIVE SUMMARY

The X-Factor for 1998 is 3.03. This latest update of the FCC’s X-Factor model
reinforces the lack of empirical support for the Commission’s present 6.5% policy
standard.

The X-Factor average for the most recent five years is 4.06%. The X-Factor averages
4.12% over the entire 1991-98 price-cap era. :

Year X-Factor
1994 5.47
1995 6.20
1996 1.98
1997 3.62
1998 3.03
1991-98 4.12
1994-98 4.06

X-Factors for 1996, 1997, and 1998 quantitatively refute what the Commission
determined would be an increasing upward trend after the 1993-95 period. The average
X-Factor in the 1996-98 period is 2.88, less than half the current 6.5 policy standard.

Revisions posted recently by the Bureau of Labor Statistics to its TFP and input price
data for the U.S. nonfarm sector have caused modest downward revisions in the 1995
through 1997 X-Factors previously reported in the April 14, 1999 X-Factor ex parte.

The continuing trend reversal in labor input is a dominant source of the lower X-
Factors after 1995. USTA's Reply Comments dated November 9, 1998 pointed out
that the productivity gains resulting from sizable labor force reductions in the early
price-cap years could not be sustained in the long run. Industry headcount has
remained flat for the recent two years in contrast to the consistent labor force reductions
at five percent annual rates in the 1991-95 period.

The corollary to the labor input reversal also holds. As labor force reductions ended,
the LECs experienced upward pressure in their labor compensation rates. While labor
compensation per employee increased at a 3.3% annual rate between 1991 and 1995, it
increased at 2 4.6% rate in the 1995-98 period. The incremental 1.3 percentage points
provide additional downward force on the post-1995 X-Factors.

The update reveals that there is no evidence supporting the IXC claim that the post-
1995 X-Factors are biased downward because of the treatment of LEC eamnings in the
FCC model. Over the 1995-98 period, the annual rates of input price change averaged
2.6%, 4.6%, and 3.8% for material, labor, and capital inputs, respectively. The trend
in capital's input price is not unlike that for the other LEC inputs.
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1. Spreadsheet Model

The 1998 update, like its two predecessors, replicates the FCC X-Factor model
described in Appendix D of the Commission’s May 1997 order. No changes are made to
the definition of any of tlie variables in the model nor are any spreadsheet commands
altered. The FCC model, without endorsement, is simply replicated. A compfelc set of
charts, presented in exactly the same sequence and format found in the original FCC order,

is attached to this document as Appendix A.

2. Industry Data
Appendix D of the Commission’s May 1997 order identifies the data required by the

FCC's X-Factor model as well as the forms and reports from which the data are to be

extracted. A complete listing of the industry data provided by USTA for 1998 is presented

in tabular form in Appendix B to this report. All industry data for previous years are taken
directly from the X-Factor update reported in USTA's April 14, 1999 ex parte. There have
been no subsequent revisions to industry data for 1995 or 1996. For 1997, only local call
volume has been revised upward by four one-hundredths of one percent. It follows (as
will be discussed below) that any changes in the 1995-97 X-Factors since the Apnil 14,
1999 update derive from revisions made by the Bureau of Labor Statistics (BLS) and the
Bureau of Economic Analysis (BEA) to the official U.S. data series used to form the
FCC'’s productivity and input price differentials.

3. Data Series Taken or Produced from U.S. Government Sources

The text accompanying USTA’s initial X-Factor update (Comments, October 26, .
1998) describes in detail the four data series in the FCC model that are not extracted from
industry sourcés but either are taken directly from or are constructed from data produced by

the BLS or the BEA. These four series now are updated through 1998. FCC methods, as
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described in the Commission’s May 1997 order, are repliéated. The interested reader is
referred to the initial October 26, 1998 report for methodological details.

The BLS measures of total factor productivity (TFP) growth and input price growth
for the U.S. nonfarm economy are used directly in the FCC model as the U.S. benchmarks
against which the productivity and input price differential components of the X-Factor are
computed. The BLS has updated these two series through 1997 and projects that its
estimates for 1998 will not be available until early 2000. In the meantime, 1998 estimates
for each series are calculated using the FCC convention (adopted in its May 1997 4th
Report Order) of forming averages of the respective input price and TFP growth rates
during the preceding five years. The resulting updated series are reported in columns B
and E, respectively, of Chart D1 in Appendix A to this report. A comparison of the revised
BLS series with their immediate predecessors is provided in the next section.

The other two government series used in the FCC model are price indexes. The “materials
price index” and the “‘composite asset price” appear in Charts D8 and D9, respectively. (See
Appendix A.) FCC sources and methods are replicated. Both price series are formed as
weighted averages of disaggregated price data. In the case of the materials price index, the
required 183-order prices in the BLS interindustry accounts are available through 1997.
Following FCC convention, each of the 183-order prices for 1998 is estimated based on its
1997 level and its average growth rate over the preceding five years. Corresponding 183-order
weights for 1998 are formed by interpolating expcndimrcvshares for the communications
industry taken from the BLS input/output tables for 1995 and 2006. For the composite asset
price, the underlying three BEA asset prices described in the FCC’s 1997 order are available _

through 1997 and are updated through 1998 using the same five-year average growth rate
procedure described above for material prices. Corresponding asset-specific weights for 1998
prices are formed using RBOC data for 1998 capital additions data as directed by the FCC |
model. The present update of the material price index caused no change in the 1995-97
material price indexes used in the April 14, 1999 update. Revisions in the underlying asset-
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specific prices and weights for 1996 and 1997 caused the BEA composite asset price in Chant
D9 to decrease by 0.2% for both years relative to their values reported in the April 14, 1999

update. The effect of this change on the X-Factor is discussed in the following section.

4. The 1998 Update

The present update not only computes an X-Factor for 1998 but also incorporates all data
revisions (discussed above) that have been posted for earlier years as of August 20, 1999.
The following two tables provide a useful summary of the update results. Each presents the
full set of seven columns found in the summary Chart D1 of the Commission’s X-Factor
model. Table 1 presents the 1994-97 component and X-Factor results reported in the
previous USTA update submitted as an ex parte April 14, 1999. The entries in the 1994 and
1995 rows are identical to those reported in the original FCC model released May 1997.
Table 2 presents the corresponding results calculated in the present 1998.update. Each table
begins with 1994 because it is the most recent year unaffected by BLS or BEA data revisions.

One’s attention is immediately drawn to the “X-Factor” columns in the two tables.

Two important conclusions are immediately apparent. First, pdsted revisions to 1995-97
data have reduced the X-Factors in each year: -0.50 percentage points for 1995, -0.58
percentage points for 1996, and -0.37 percentage points for 1997. Second, the 3.03% X-
Factor for 1998 not only falls below the 3.62% X-Factor for 1997 but, like its 1996 and
1997 counterparts, also is well below the X-Factors found in the initial FCC report for
1993 (3.51%), 1994 (5.47%). and 1995 (6.70%), the three years so important in the
Commission’s decision to peg its current policy standard at 6.5%.

Discussion focusing on the 1998 X-Factor will continue below but it is first instructive to
analyze the sources of change in the 1995-97 X-Factors. A column-by-column comparison of
the two tables reveals that the changes in 1995-97 X-Factors mainly derive from revisions to
the BLS TFP and input price data series. The 1995 and 1996 entries in the RBOC columns A
and D are identical in both tables. The 1997 column A entry decreases by only 0.01 due to a




~ Table 1

Update Results: April 14, 1999
(USTA Ex Parte)

Chart D1: Components of FCC LEC Price Cap X-Factor (Excluding CPD)

Year Input Price Growth Rates TFP Growth Rates X-Factor
Total U.S. InputPrice Toal U.S.  TFP
RBOCs Differential RBOCs Differential

A B =B-A D E =D-E =C+F
1994 -0.05 3.37 342 2.35 0.30 2.05 547
1995 1.23 2.61 1.38 5.11 -0.20 5.31 6.70
1996 5.94 3.00 -2.94 6.40 0.89 5.50 2.56
1997 0.90 2.86 1.96 2.59 0.58 2.01 3.97

Table 2

Update Results: August 20, 1999
Chart D1: Components of FCC LEC Price Cap X-Factor (Excluding CPD)

Year __Input Price Growth Rates — TFPGrowthRates _  X-Factor
Total U.S. Input Price Total U.S. TFP
RBOCs Differential RBOCs Differential

A B C=B-A D E F=D-E G=C+F
1994  -0.05 3.37 342 2.35 0.30 2.05 5.47
1995 1.23 2.61 1.38 5.11 0.30 4.82 6.20
1996 5.94 3.00 -2.94 6.40 1.48 492 1.98
1997 0.89 2.30 141 2.60 0.39 2.21 3.62
1998 3.85 2.69 -1.16 4.72 0.53 4.19 3.03
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revision in the BEA composite asset price discussed above; the 1997 column D entry
increases by only 0.01 due to the +0.04% revision in 1997 local call volume.

It is revisions in the BLS input pricé and TFP data for the U.S. nonfarm sector that are
| responsible for the downward revisions to the X-Factors in 1995. 1996, and 1997. A
comparison of the “U.S.” columns B and E across the two tables indicates that upward
revisions to U.S. nonfarm TFP growth for 1995 and 1996 are solely r_esﬁonsible for the
resulting -0.50 and -0.58 declines in the X-Factors for those years. In 1997, the BLS
adjusted nonfarm TFP growth and input price growth downward by 0.19 and 0.56
percentage points, respectively, with a net -0.37 effect on the 1997 X-Factor. With its
revisions to its 1995-97 series, the BLS captured the strong productivity and input price
performance registered by the economy in recent years. Given the differential structure of
the FCC’s X-Factor model, these upward revisions to U.S. performance result in
downward adjustments to the X-Factors.

Examination of the 1998 X-Factor in Chant D1 (Appendix A) begins with recognizing
that its 3.03% level makes it the second lowest X-Factor in the entire price-cap era 1991-
98. Moreover, like the corresponding X-Factors for 1996 and 1997, the 3.03% measure
for 1998 quantitatively refutes what the Commission determined would be an increasing
upward trend after the 1993-95 period.' In fact, the average X-Factor in the 1996-98
period is 2.88%, less than half the 6.5% X-Factor presently adopted by the Commiésion in
its price-cap model.
~ Asource decomposition of the 3.03% X-Factor yields some useful insights. First, on
the productivity side of the ledger, labor input continues to exhibit a trend reversal (Chan
D6). In contrast to consistent labor force reductions at five percent annual rates over the
1991-95 period, labor input’s decline slowed in 1996 (-2.6%) and reversed direction in '
1997 (0.04%). The trend reversal continued in 1998 with labor input increasing at a
0.07% annual rate. As predicted in USTA's November 9, 1998 Reply Comments, early

' Para 139, FCC 4th Report Order, CC Docket 94-1.
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productivity gains resulting from sizable labor force reductions in the early price-cap vears
could not be sustained in the long run. This continuing trend reversal is a dominant source
of the lower X-Factors after 1995. Second, on the input price side of the ledger, the
corollary to the reversal in labor force trends reveals itself. The LECs are experiencing
upward pressure in their labor compensation rates. While labor compensation per

employee increased at a 3.3% annual rate between 1991 and 1995, it increased at 2 4.6%

_ rate in the 1995-98 period (Chart D6). The incremental 1.3 percentage points flow directly

into the input price differential, providing an additional downward force on the X-Factor.
A third insight also follows from an examination of input price trends. Relative to 1997,
the material, labor, and capital input price indexes increased at 2.5% (Chart D8), 3.7%
(Chart D6), and 4.99% (Chart D9) rates. Over the three year 1995-98 period, the
corresponding rates of input price change averaged 2.6%, 4.6%, and 3.8%, respectively.
There is no evidence supporting the IXC claim that the post-1995 X-Factors are biased
downward because of a design flaw in the way that LEC eamings enter the FCC model,
purportedly inflating the LECs’ input price for capital and thereby driving X down. The
evidence reveals that the trend in capital’s input price is not unlike that for the other LEC
inputs and, moreover, the increase in labor compensation rates actually exceeds that for
capital in the post-1995 period. The IXCs’ argument has no quantitative support in the
FCC model.

5. Conclusion

The important bottom-line policy conclusion follows from an examination of the
empirical history of the X-Factor during the eight-year period of price-cap regulation. The
bottom panel of Chart D1 indicates that the X-Factor averaged 4.12% during the 1991-98
interval. During the more recent five-year period (the time interval commonly used by the

Commission in its analysis), the X-Factor averaged 4.06%. The update of the FCC's own

. model provides no empirical support for the Commission's preéent 6.5% policy standard.




APPENDIX A

1996-1998 UPDATE OF FCC MODEL
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